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efficient  powerplant  that  uses  resources  wisely. 
(18  EPA  est.  city  MPG,  25  EPA  est.  hwy.  MPG.) 
You  also  have  the  most  advanced  engine  in  its 
class. 

Roomier  and  quieter  than  before. 

We  made  this  Crown  Victoria  sleeker  on  the 
outside,  yet  roomier  and  quieter  on  the  inside. 
We  gave  it  more  trunk  room  than  any  other  car 
in  its  class.  Which  means  we  put  more  room  in 
the  same  space. 

New  Ford  Crown  Victoria.  Other  cars  just 
don't  measure  up. 


Ford.  The  best-built  American  cars... 
ten  years  running. 

This  is  based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  '81-'90  models  designed 

and  built  in  North  America.  At  Ford.  "Quality 
is  Job  1." 


New  Crown  Victoria 


Have  you  driven  a  Ford... lately? 
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Call  1-800-637-7455,  ext.  6802 

Mail  to:  Merrill  Lynch  Response  Center 
P.O.  Box  30200 
New  Brunswick,  NJ  08989-0200 

□  Please  send  me  a  free  copy  of  the  Merrill  Lynch  brochure. 
18  Tax-Saving  Strategies  for  1991,  along  with  the  special 
worksheet. 

D  lama  small  business  owner.  Please  send  me  Merrill  Lynch's 
Business  Financial  Quarterly  with  a  special  section,  "The 
New  Tax  Law  And  Your  Business ." 
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Plan  now  or  pay  later. 
Learn  how  you  may  reduce 
your  taxes  with  our  free 
tax-saving  ideas. 

Like  most  investors  today, 
you  rieed  help. 

Help  finding  ways  to 
minimize  your  taxes  in  a 
world  where  such  opportuni- 
ties grow  scarcer  every  day. 

Who  better  than  Merrill 
Lynch  Can  assist  you  and 
your  tax  adviser  in  this 
challenge?  We  understand 
investors'  tax  needs.  And  we 
can  offer  tax  strategies  for 
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today  that  can  help  limit 
your  tax  burden  tomorrow. 

Start  by  requesting  your 
free  copy  of  our  new 
brochure,  18  Tax-Saving 
Strategies  for  1991.  We've 
also  added  a  special  work- 
sheet to  help  you  project 
your  tax  liability  for  1991.  Use 
it  as  a  guide  to  help  you  take 
advantage  of  our  tax-saving 
tips.  For  example,  you'll 
learn  about  the  attractive 
after-tax  returns  available 
through  investing  in  tax- 
exempt  municipals. 

Send  for  this  free  brochure 


today.  And  talk  to  an  even 
more  valuable  source  of 
information,  your  Merrill  Lynch 
Financial  Consultant. 

For  your  free  copy  of 
18  Tax-Saving  Strategies  for 
1991  with  the  special 
worksheet,  call  toll-free, 
Monday  through  Friday, 
8:30  AM  to  9:00  PM  EST.  Or 
clip  here.  And  get  the  cut 
you  deserve. 


Merrill  Lynch 

A  tradition  of  trust. 
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V.S.  Naipaul 


Shakespeare,  Plato  and 
other  racist  pigs 

Disguising  their  activities  as  an  effort 
to  understand  other  cultures,  many  aca- 
demics in  American  universities  are  de- 
liberately trying  to  turn  their  students 
against  traditional  Western  values: 
Shakespeare  is  a  male  chauvinist  racist; 
the  Founding  Fathers  were  bourgeois 
exploiters,  etc.  This  subversion  of  educa- 
tion is  described  in  "The  Visigoths  in 
tweed,"  by  Dinesh  D'Souza,  based  on 
his  book  Illiberal  Education:  The  Politics 
of  Race  and  Sex  on  Campus.  Page  81 . 

How  does  one  respond  to  those  aca- 
demics and  scribblers  who  blame  Western 
culture  for  all  the  world's  ills,  real  and 
imagined?  Along  comes  Sir  Vidiadhar  S. 
Naipaul,  one  of  the  greatest  living  writers 
in  English.  In  delivering  the  annual  Wal- 
ter Wriston  lecture  at  the  Manhattan 
Institute,  Naipaul  chose  as  his  title  "Our 

Universal  Civilization,"  and  took  indirect  but  effective  aim  at  the 
cultural  relativists.  If  any  person  is  qualified  to  judge  among  cultures, 
Naipaul  is.  He  was  born  in  Trinidad  in  1932,  the  grandson  of  Hindu 
immigrants  from  India,  lives  in  England  and  has  probed  the  Muslim, 
Latin  and  African  worlds.  "In  spite  of  my  ancestry,  and  Trinidad 
background  .  .  .  ,"  he  said,  "an  equally  important  part  of  myself- 
.  .  .  was  part  of  a  larger  civilization."  That  larger  civilization  flow- 
ered in  Europe,  was  transplanted  to  America  and  has  since  spread, 
transcending  other  cultures.  It  is  under  siege  in  academia  and  in  such 
currently  popular  trashy  books  as  The  Conquest  of  Paradise. 

"The  universal  civilization,"  said  Naipaul,  "has  been  a  long  time 
in  the  making.  It  wasn't  always  universal;  it  wasn't  always  as  attractive 
as  it  is  today.  The  expansion  of  Europe  gave  it  for  at  least  three 
centuries  a  racial  taint  which  still  causes  pain.  In  Trinidad  I  grew  up  in 
the  last  days  of  that  kind  of  racialism.  And  that,  perhaps,  has  given  me 
a  greater  appreciation  of  the  immense  changes  that  have  taken  place 
since  the  end  of  the  [  Second  World )  War,  the  extraordinary  attempt 
of  this  civilization  to  accommodate  the  rest  of  the  world,  and  all  the 
currents  of  that  world's  thought."  He  concludes:  ".  .  .  other,  more 
rigid  systems  in  the  end  blow  away." 

In  this  brief  space  I  can't  do  justice  to  the  beauty  of  Naipaul's 
expression  and  the  depth  and  resonance  of  his  ideas.  You  can  get  the 
full  text  by  writing  to  Wriston  Lecture,  c/o  Manhattan  Institute,  42 
East  71st  Street,  New  York,  NY  10021,  and  enclosing  $5. 

And  for  entertaining  and  enlightening  reading,  get  any  Naipaul 
book.  His  most  recent  is  India:  A  Million  Mutinies  Now,  this,  too, 
reflects  his  respect  for  the  universal  civilization.  A  Bend  in  the  River 
explains  more  about  modern  Africa  than  does  all  the  journalism  you 
can  read  on  the  subject,  and  Return  of  Eva  Renin  docs  the  same  for 
Argentina.  His  Among  the  Relievers  will  help  vou  make  sense  ol  the 
situation  in  the  Gulf.  He  has  written  many  wonderful  novels.  My 
personal  favorite  is  the  semi-autobiographical  A  House  for  Mr 
Bisivas,  available  in  paperback. 


Editor 
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as  long  to  build  a  Rolls- 
>yce  motor  car  today  as  it  did 
arly  a  century  ago. 

But  then  handcraftsmanship  is 
jaring,  patient  process  that  cannot 
hurried. 

And  today,  still,  this  nearly  lost 
t  form  is  the  pivotal  difference 
tween  Rolls-Royce  motor  cars 
d  all  others  -creating  automobiles 
superbly  engineered,  so  exqui- 
ely  finished ,  they  live  up  to  the 
pectations  of  the  most  demanding 
rners  in  the  world. 

Bonding  In  A 
New  Perspective. 

rer  half  of  all  Rolls-Royce  motor 
rs  built  since  1904  are  still  gliding 
>ng  the  road. 

Others  arc  in  prized  collections 
d  museums. 

Some  are  in  collections  of 
?ners  who  simply  haven't  been 
le  to  part  with  their  first  Rolls- 
tyce  motor  car.  Or  their  second, 
third. 

And  some  owners  have  become 
attached  to  their  Rolls-Royce 
>tor  cars  that,  much  like  family 
irlooms ,  they  have  been  passed 
from  generation  to  generation. 

Legends  Are  Made  Of  This. 

Rolls -Rovce  motor 
the  1907  Rolls- 
Ghost  ,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Rovce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
continue  to  be  painstakingly  assem- 
bled by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simplv  The  Best  Motor  Car 
In  The  World. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development 
for  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched ,  tested  and 
perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
new  electronic  suspension  system* 
th"at,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 
road  surfaces  and  driving  conditions. 


A  load-leveling  system  so  finely 
tuned  that  it  even  compensates  for 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand -cut  and  perfectly  matched 
to  create  veneers  no  two  motor  cars 
will  ever  share. 

And  in  1990,  a  culmination  of 
refinements  long  in  development 
and  of  sufficient  importance  to  jus- 
tify a  visit  to  an  authorized  dealer. 
To  arrange  for  an  appointment, 
or  to  receive  Rolls-Rovce  literature, 
simply  call  1-800-851-8576. 

Owning  One  Will  Not  Make 
You  A  Different  Person.  Yet  You 

Won't  Be  The  Same,  Either. 
Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

Which  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  todays 
homogenized  society. 

Individuality. 

And  how  can  one  ever 
be  the  same  after  that? 
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Uncle  Hassan  wants  you 

Now  that  Saddam  Hussein's  war 
machine  has  been  broken,  the  Pales- 
tine Liberation  Organization  is  look- 
ing elsewhere  for  support.  Who  better 
to  call  on  than  suspected  PLO  financier 
Hassan  Zubaidi? 

Zubaidi,  a  Palestinian  business* 
man,  likes  to  peddle  phony  bonds, 
investigators  say.  Several  suspected 
Zubaidi  agents  were  arrested  in  New 
York  City  four  years  ago  for  ped- 
dling worthless  Indonesian  govern- 
ment bonds  (Forbes,  June  15, 
1987).  An  Israeli  Foreign  Ministry 
official  says  the  cagey  Zubaidi  has 
kicked  back  some  of  the  proceeds 
from  these  sham  bond  sales  to  sup- 
port PLO  terrorists. 

Zubaidi  seems  to  be  up  to  his  old 
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Hassan  Zubaidi  and  phony  Indonesian  bond 
The  PLO's  friend  in  need. 


tricks.  In  January  three  of  his  agents 
were  arrested  in  a  Manhattan  restau- 
rant as  they  attempted  to  peddle  $8.4 
million  of  phony  Indonesian  bonds, 
New  York  police  say.  They  were 
charged  with  attempted  grand  larceny 
and  are  being  held  pending  trial.  Oth- 
er alleged  Zubaidi  agents  were  recent- 
ly arrested  on  suspicion  of  attempting 
to  sell  bogus  bonds  in  London.  Zu- 
baidi himself  is  believed  to  be  living 
comfortably  in  Syria  under  the  pro- 
tection of  President  Hafez  al  Assad, 
Saddam's  old  foe.      -Linda  Killian 


Copycat  conundrum 

Imagine  that  Ford  held  the  patent 
on  manual  transmissions.  Other  car- 
makers would  then  have  to  come  up 
with  different  ways  of  shifting  from 


forward  to  reverse.  The  confusion 
would  hurt  the  overall  demand  for 
automobiles.  Yet  U.S.  computer 
makers  and  software  developers  keep 
right  on  suing  their  competitors  to 
prohibit  look-alike  products  (Forbes, 
Mar.  6,  1989). 

In  1988  Apple  Computer  sued  Mi- 
crosoft and  Hewlett-Packard,  alleg- 
ing that  their  Windows  and  New 
Wave  products  copied  the  "look  and 
feel"  of  the  graphics  on  Apple's  Mac- 
intosh. Last  month  a  federal  judge  let 
Apple's  case  go  forward. 

It's  a  tough  case.  If  the  copyrights 
are  strictly  enforced,  every  copycat 
will  have  to  pay  royalties  to  the  inven- 
tors, or  else  devise  its  own  complex 
commands.  That  will  hurt  the  com- 
petitiveness of  the  U.S.  computer  in- 
dustry. But  not  enforcing  the  copy- 
rights at  all  devalues  the  human  capi- 
tal in  which  the  U.S.  is  so  rich. 

-Kathlkkn  K.  Wikgnkr 


Bar  smarts 

Thk  magazinh  business  may  be  in  a 
slump,  but  readers  keep  bellying  up  to 
Bartender  magazine  (Forbks,/m/v  13, 
1987).  Ray  Foley,  the  bartender 
turned-publisher  who  puts  out  the 
quarterly  magazine  with  wife  Jackie 
from  their  New  Jersey  home,  says 
circulation  has  jumped  36%,  to 
150,000,  and  ad  rates  are  up  33%,  to 
$8,000  a  page,  since  1987. 

Foley's  secret  for  survival  is  low 
overhead:  He  and  his  wife  are  the 
magazine's  only  full  time  employees. 
And,  to  numb  the  recession,  Folc) 
works  closely  with  advertisers  like 
Seagram's  and  Carillon  Importers, 
distributor  of  Absolut  vodka,  Bom 
bay  Gill  and  Grand  Marnier,  on  strat 
egies  to  introduce  new  products  into 
barrooms. 

Naturally,  rivals  are  trying  to  horn 
in  on  Foley's  success.  Last  lall  Man 
hattan  based      fobson      Publishing 
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Like  everything  about  Macintosh;  it's  simple  logic. 
First,  you  introduce  the  most  affordable  Macintosh 

models  ever.  Next,  you  intro- 
duce affordable  printers  to 
go  with  them:  the  new  Apple 
StyleWriter'and  Personal 

At  $599  the  StyleWriter  gives  yo.   aser-    LaserWriter"  LS. 

quality  printing  for  about  thi'sanw     '  T     ,*.*      .«      ,,      ,  . 

as  a  dot  matrix  printer.  JUSt  UKC  the  MaCUltOSh 

computers  that  precede  :  them,  these  printers  com 
bine  a  price  almost  anyone  oan  afford  with  the  kind  of 
practical  innovations  only  Apple  can  deliver. 

The  StyleWriter  is  a  360-dot-per-ii  ch,  laser-qual- 
ity printer.  And  it  incorporates  Thieiype™  Apple's  new, 


The  new  Apple  StyleWriter. 

precision  font  technology.  Which  explains  why  you 
can  hold  pages  printed  on  the  StyleWriter  next  to 
those  from  printers  costing  thousands  more,  and  be 
hard-pressed  to  tell  the  difference. 

It's  also  small.  Quiet.  And  it  costs  just  $599- 
The  StyleWriter  prints  up  to  one  page  per  minute, 
fast  enough  for  most  people.  But  if  you're  cranking 
out  a  lot  of  reports,  memos  and  presenta- 
tions, you'll  want  the  horsepower  of  the 
new  Personal  LaserWriter  LS. 

Ift  a  full-fledged, 
no-compromises 
Apple  LaserWriter. 


Dx 


The  StyleWritofs  price  leg 
tin  i  tin1  onfy  thing  (kits  small 
m fat  i r uuk h\  8*b&by 
5*dnp,  UfitianytkakmwtU 
atanybudjfL 
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The  new Apple  Personal  LaserWriter  IS. 


t  pumps  out  as  much  as  four  pages  per  min- 
lte.  Has  a  built-in  high  speed  serial  interface 
o  complicated  graphics  won't  slow  it  down, 
t  also  utilizeslhie'fype.  And  it  even  prints  in 
he  background,  so  you  can  be  working  at  ihe 

.ame  time  it  is.  All  for  just  $1299- 

But  what  makes  these  printers  special  isn't 
ust  the  printers  alone.  It's  that  they're  built  with 
he  same  philosophy  as  the  Macintosh  computers 
heyte  intended  to  work  with. 

There  are  no  dip  switches  to  set.  No  cards  to  mess 
vith.  No  font  cartridges  to  buy.  And  they  work  the 
ame  way  with  every  Macintosh  and  every  Macintosh 


g«g|  \  program.  Just  plug  them  in.  Tlirn  them  on.  And 
k'w*m>-,  they're  ready  to  start  printing. 
\      /       It's  all  part  of  the  seamless,  practical  ap- 
proach that  makes  it  easy  for  the  thousands 
of  people  who  use  a  Macintosh  to 
concentrate  on  solving  their  problems 


Teachers, 
students, 
executives, 
assistants,  doctors, 

'accountants,  owners,  employ-  instead  or  solving  their  computers. 

ees,  human  beings.  Now  everyone  .        .       1  »       1  « 

has  tk  right  to  a  great  image.         Your  authorized  Apple  reseller  can 
show  you  exactly  what  we  mean.  If  you  need  help 
finding  a  reseller,  call  800-538-9696,  extension  625. 

And  discover  the  power  you  buy  a  com- 
puter for  in  the  first  place.The  power  to  do 
more  than  ever.  The  power  to  be  your  best? 


■■■«■■ 


rur  best  are  regtsteral  trademarks,  arid  TrueType  is  a  trademark  of  Apple  Computer,  mc  Prices  shouti  are  suggested  retail.  But who  pays  retail  anymore? And speaking  of pay,  your  dealer  can  even  help  wu  arrange  financing. 


'  \ 

Workers  In  Columbus  Have  Always 
Gotten  High  Marks  In  High  Technology. 

High  technology  and  high  performance  go  hand-in-hand  in  Columbus,  Georgia. 

The  city's  scope  is  international.  The  labor  force  is  skilled,  with  a  hard-driving 
work  ethic.  And  the  diverse  economic  base  here  includes  a  wide  variety  of  compa- 
re nies.  Such  as  Pratt  &  Whitney.  Polychrome  Corp.  Synovus. 

M ;^-A  MUTEC  (Matsushita/Kodak).  Blue  Cross/Blue  Shield. 

AFLAC.  Lummus  Industries.  Total  System  Services. 

The  region  has  ten  colleges,  universities  and  technical 

schools,  together  with  State-run  programs  to  train  your  new 

workers  free  even  before  you  open  for  business.  i*r*.#vrti^l  A 

To  find  out  all  the  bottom-line  reasons  to  locate  in  ClP OWCll  A 

( leorgia,  please  write  us.  Or  call  404-656-9306.  TuAcf.^^..,.-^,T«j.u 

Q)lumbus.AnotherwaytostrikeitnchinGeorgia.      The  State  0fBu$ine$$  Today 


I giaDeparlmenlol  Industry  IrddeS  lounsm.  Dqji  IHS.P.O  Box  1776.  Atlanta,  GA  30301 

Pholol  ourtesy,  Georgia  Di  parlmenlol  An  hives  and  Hislorj 


If  this  is 
something 
you'd  like 
to  forget.. • 


Here's  something  you  ought  to  remember:  Twentieth 
Century  investors'  tax-exempt  funds  are  a  smart  way  to  keep 
taxes  from  ci  tting  into  your  investment  earnings.  Choose  from 
Tax-Exempt !  •  and  Tax-Exempt  Intermediate  Term. 

For  complete  ition,  including  charges  and  expenses, 

call  for  a  free  prosp;  ase  read  the  prospectus 

carefully  before  investing. 

Call  toll-free: 

1-800-345-2021 


in', 


419200,  Kansas  City,  MO  84141 


No-Load  Mutual  Fti nd s 


^ 


Corp.,  publisher  of  six  liquor  industry 
trade  magazines,  began  mailing  its 
bimonthly,  Cheers,  to  60,000  liquor 
license  holders.  "I  guess  they  all  think 
I'm  making  too  much  money," 
laughs  Foley.  -Fleming  Meeks 


Tarnished  icon 

Forbes  went  down  the  wrong  road 
with  the  Avanti  (Oct.  2,  1989).  The 
eye-catching  sedan,  created  by  de- 
signer Raymond  Loewy  and  first  sold 
in  1962,  had  been  kept  alive  by  a 
string  of  owners  who  manufactured  a 
handful  each  year. 

The  marque's  latest  owner,  John  J. 
Cafaro,  had  bigger  plans.  Backed  by 
his  family's  $700  million  shopping 
mall  fortune,  he  vowed  to  produce 
1,000  Avantis  a  vear,  priced  at 
$40,000  and  up. 

But  in  the  last  nine  months  Cafaro 
has  put  out  only  seven  Avantis;  his 
Youngstown  plant  is  down  to  a  skele- 
ton crew.  Cafaro  was  sued  by  suppli- 


Plhl  I         lin 


John  Cafaro's  four-door  Avanti 
Much  talk,  few  cars. 


crs,  his  advertising  agency  mu\  Ins 
publicity  firm  for  unpaid  bills  after  Ins 
family  shut   its  purse    Cafaro  is  in 
mored  to  be  shopping  Avanti. 

What  went  wrong?  When  Chcvro 
let    revamped    the    1991    Caprice, 

whose  chassis  has  long  been  the  plat 

form  for  the  Avanti  body,  ( lafaro  lost 
precious   months   on    modifications. 

I  lis  plan  to  develop  a  frame  lor  the 
Avanti  stalled  after  he  initially 
welched  on  the  designer's  bills  I  hen 
he  sank  a  lot  of  money  into  a  new 
lour  door  Avanti  that  Raymond 
Loewy  devotees  scorned.  "I  put  mj 
self  into  an  engineering  hole,"  says 
(  afaro,  undaunted.  "Now  I'm  trj  ii 
to  dig  out."  Si  i  \  i  Ku  in  n 
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New  Video  Immersion  Method  ™ 
Makes  All  Other  Language  Courses  Obsolete! 


Why  the  Video  Immersion 

Method    is  the  Best  Way 

to  Learn  a  Language. 

The  language  teaching  tech- 
nique of  "immersion"  has  long 
been  recognized  by  experts  for 
its  effectiveness. 

The  Video  Immersion  Method" 
goes  one  step  further.  Now, 
through  video,  the  student  is 
immersed  in  the  life  and  lan- 
guage of  the  foreign  country  — 
without  leaving  home,  and  at  a 
fraction  of  the  cost  of  other 
immersion  courses.  Compare! 


ImmeniOD  Courie       Site 


Coit 


Resident 

Commercial 

University 

VIDEO 

BMEMION  METHOD 

'Estimated  cost 
flncludes  airfare 


Tours,  France 
New  York,  NY 
Hanover,  NH 
Tour  Own  Home 


$4,0001 
$5,500' 
$3,000" 
t  295 


Video  Immersion  Method 
Course  in  Spanish  &  German,  Too! 

Developed  at  UCLA,  for  the 
Defense  Language  Institute, 
Video  Immersion  Method'" 
German  includes  13  hours  of 
.  video  instruction  on  7  cassettes, 
44  audio  cassettes,  3  textbooks,  a 
Student's  Guide  plus  Glossary 
and  Cultural  Notes.  Video 
Immersion  Method"  Spanish 
includes  13  hours  of  video  lan- 
guage instruction,  15  audio 
cassettes  in  a  handsome  binder, 
and  a  complete  course  textbook 


■  Yale  University,  1956.  Pierre  Capretz,  a  young 
French  professor  arrives  from  France  with  an 
extraordinary  goal... to  revolutionize  language 
learning.  So  anyone  could  be  fluent.  Naturally. 
Easily.  Through  immersion  in  the  foreign  tongue. 

Now,  in  1991,  the  full  power  of  the  Capretz 
immersion  method  is  available  on  home  video. 

Video  Revolutionizes  Language 
Learning! 

The  Video  Immersion  Method'"  teaches  French 
the  same  natural  way  you  learned  English:  by  see- 
ing, observing  and  hearing  it  used  in  real-life. 

You  are  immersed  in  the  life  and  language  of 
France.  Surrounded  by  the  sights  and  sounds. 
Exposed  to  every  accent  and  gesture.  A  learning 
experience  never  before  possible  in  any  class- 
room language  course.  The  full  flavor  of  the  lan- 
guage —  not  just  words  and  verb  charts  —  but  the 
nuances  of  meaning  and  usage  you  can  only 
acquire  by  living  a  language. 

Proven  at  over  1000  Universities, 

Educational  and  Cultural 

Institutions  Worldwide. 

Acclaimed  worldwide  as  a  revolutionary  break- 
through, French  in  Action  is  used  successfully  in 
leading  universities  around  the  world! 

Experience  the  power  of  the  Video  Immersion 
Method '  in  the  comfort  of  your  own  home  — 
learn  at  your  own  pace  -  for  just  $295  (plus  $7.50 
shipping  and  handling),  payable  in  eight  conve- 
nient monthly  installments  of  just  $37.81! 

The  Video  Immersion  Method'"  language 
course  will  teach  you  faster,  more  effectively,  and 
more  enjoyably  than  any  other  language  course 
you  can  acquire  or  attend  -  at  any  price.  Your 
complete  satisfaction  is  guaranteed. 


Now,  on  home  video, 
the  most 
powerful  language  course 
ever  created. 


From  asking  directions  to  doing  business, 
French  in  Action  brings  French  to  life.. . 
on  video!  Includes  everything  you  need: 
7  video  cassettes,  14  audio  cassettes,  a  study 
guide,  a  text  book  and  a  workbook. 

CALL  TOLL-FREE:  1-800-367-4534 

©  1990  MBI 
RESERVATION  APPLICATION 


Video  Immersion  Method "  Language  Courses 

The  Language  Laboratory  VHS  Only 
88  Long  Hill  Cross  Road  ff!Jf\\)) 

Shelton,  Conn.  06484  ^W? 

CALLTOLL-FREE:  1-800-367-4534 

Please  send  me  the  Video  Immersion 
Method"  course(s)  I  have  indicated  at 
$295*  for  each  course  (plus  $7.50  ship- 
ping and  handling]  I  may  return  my 
purchase  in  its  original  condition  within 
30  days  for  a  full  refund. 

FRENCH      SPANISH      GERMAN 

Quantity:      _    


Name 


PLEA"  "PRINT  CLEARLY 


Address 


City/State/Zip 


Please  charge  each  of  8  monthly  install- 
ments of  $37.81*  to  my  credit  card : 
□  VISA     D  Mastercard 
□  Discover     □  Amer.  Express 


Credit  Card  No. 


Expiration  Date 


SienatUre  'A"  orclers  subject  to  acceptance.) 

□  I  prefer  not  to  use  a  credit  card  and 
will  pay  by  check.  Enclosed  is  my 
deposit  of  $122. 50*  for  each  course.  I  will 
pay  the  balance  as  billed  in  four  monthly 
installments  of  $45.00*  each. 

"Applicable  state  sales  tax,  if  any,  will  be  billed  with 

shipment. 

Allow  2  to  4  weeks  for  shipment. 

PAL  not  available.  560-1029 
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Hollywood's 
hottest  ticket 

They're  lined  up  round  the  block  in 
Hollywood  to  buy — you'll  never 
guess — a  book.  It's  You'll  Never  Eat 
Lunch  in  This  Town  Again  (Random 
House,  $22),  an  autobiography  by 
Julia  Phillips,  reformed  drug  addict 
and  Oscar- winning  producer  (for  The 
Sting). 

It  chronicles,  among  other  things, 
the  cocaine-and-Quaalude-addled 
1970s  in  the  movie  business  and 
drops  some  big  names,  including  Bev- 
erly Hills  Cop  producer  Don  Simpson 


Author  Julia  Phillips 
Hollywood  sniffs  a  bestseller. 


and  Martin  (GoodFellas)  Scorsese. 

Bette  Midler  sent  her  chauffeur  to 
one  bookstore  before  opening  hours 
to  get  a  copy  (it's  okay,  she  isn't  in  it), 
and  clerks  at  Brentano's  are  taking 
reservations  for  copies. 

Some  Hollywood  types  are  being  a 
bit  sniffy  about  it,  though.  Taking  its 
lead  from  the  book's  title,  the  tony 
eatery  Mortons  (it  is  in  the  book)  has 
asked  Phillips  to  take  her  custom 
somewhere  else.      -Lisa  Gubernick 

Qu'est-ce  que  c'est 
football? 

Birthing  pains  are  evident  at  the 
World  League  of  American  Football,  a 
new  spring  league — six  U.S.  teams, 
four  international — founded  by  NFL 
team  owners.  The  franchises  in  Mexi- 
co City  and  Milan  fell  through,  leaving 
only  London,  Barcelona,  Frankfurt 
and  Montreal  internationally.  And 
those  were  a  tough  sell.  The  league 


owns  the  Frankfurt  team  outright.  In 
London  and  Montreal,  owners  were 
unearthed  only  recently  and,  if  the 
Montreal  deal  is  anything  to  go  by,  on 
very  favorable  terms.  Roger  Dore,  a 
former  Labatt's  beer  executive  and 
owner  of  the  Montreal  Machine  team, 
put  $1  million  down  and  will  pay  $10 
million  over  20  years  interest-free  to 
buy  his  franchise.  On  top  of  that,  the 
league  threw  in  $1  million  in  working 
capital,  effectively  providing  Dore 
with  the  down  payment. 

It  could  be  that  interest  in  Ameri- 
can football  is  waning  outside  the 
U.S.  One  sign:  TV  audiences  and  at- 
tendance at  the  annual  demonstration 
game  in  London  have  dropped  over 
the  last  few  years. 

Slotskis,  citizen? 

Gambling  is  suddenly  flourishing  in 
Poland.  Fnterprising  Austrian  and 
Swedish  gaming  companies  have 
teamed  with  Polish  companies  to  op- 
erate casinos.  And  now  Warsaw's 
Marriott  and  Victoria  Intercontinen- 
tal hotels  are  thronged  every  evening 
with  people  playing  roulette,  black- 
jack, baccarat  or  one  armed  bandits, 
in  Polish  zlotys.  Even  Warsaw's  tow- 
ering Palace  of  Culture,  Stalin's  ugly 
gift  to  the  Polish  people  after  the 
Second  World  War,  sports  a  casino  on 
the  ground  floor. 

A  dozen  casinos  have  opened  in 
Polish  hotels  and  nightclubs  from 
Krakow  to  Gdansk.  They're  also  pop- 
ping up  in  Yugoslavia,  Czcchoslova 


A  World  League  team  at  practice 
Fumbling  the  foreign  angle. 


kia  and  Hungary.  Did  Donald  Trump 
pick  the  wrong  market? 

-Matthew  Schifrin 


Send  the  Marines 

In  the  midst  of  the  Gulf  war,  Nation- 
al Security  Adviser  Brent  Scowcroft 
had  to  deal  with  personal  financial 
problems  on  the  home  front.  His 
lawyers  have  filed  suit  against  some 
former  executives  of  the  defunct  Na- 
tional Bank  of  Washington.  General 
Scowcroft  charges  that  the  officers 
moved  some  $250,000  of  his  money 
out  of  plain  vanilla  (and  federally  in- 
sured) ens  and  into  uninsured  com- 
mercial paper  of  the  bank's  holding 
company.  The  bank  was  taken  over  by 
the  feds  last  summer. 

The  case  is  one  of  about  20  that 
have  been  filed  by  commercial  paper 
holders  against  the  officers,  seeking  a 
total  of  around  $27  million.  The  gen 
oral  might  find  it  tougher  to  get  his 
money  back  than  it  was  to  get  Saddam 
out  of  Kuwait. 


18 
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SOLS  CAR 

Spotted  in  lower  Manhattan:  a  late- 
model  black  Bentley  with  vanity  li- 
cense plates  reading  ef  who.  Turns 
out  the  owner  is  futures  broker  Ste- 
phen G.  Solomon,  top  producer  at 
the  recently  rechristened  Prudential 
Securities.  Before  that,  Solomon  was 
a  big  gun  for  15  years  at  E.F.  Hutton. 
The  tags  were  a  birthday  present  from 
his  wife  five  years  ago,  when  Hutton 
was  listing  badly.  If  Solomon's  cur- 
rent employer  gets  in  trouble,  will  he 
change  the  plates  to  pru  whu? 

Bankruptcy  bells? 

Alvin  Copeland'S  chicken  empire  is 
struggling,  but  that  didn't  stop  him 
from  throwing  himself  an  ostenta- 
tious wedding  in  New  Orleans  on 
Valentine's  Day.  Copeland,  who 
founded  the  Popeyes  chain  and  then 
bought  Church's  chicken  shacks  in 
1989  (Forbes,  May  28, 1990),  invited 
600  guests  to  the  wedding  (his  third) 
to  Luan  Hunter,  his  former  recep- 
tionist. LaToya  Jackson  and  Kool  and 


Popeyes'  Alvin  Copeland 
Who's  minding  the 
chicken  coop? 


the  Gang  provided  the  entertain- 
ment. A  Popeyes  helicopter  dropped 
rose  petals.  Then  came  heart-shaped 
fireworks.  Meanwhile,  back  at  the 
store,  Al  Copeland  Enterprises  has 
defaulted  on  a  lot  of  its  debt  and 
shows  a  $400  million  working-capital 
deficit.  If  Copeland  can't  cut  a  deal, 
the  wedding  ceremony  could  soon  be 
followed  by  a  Chapter  1 1  filing.     WM 
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Management 

Recruiters. 

No  excuses,  no  alibis. 

Just  maximum 

recruiting 

performance. 


*4& 


Performance,  rjbt'  promises,  from  the  largest 

recruiting  firm-in -the  world.  Our  contingency  fee 

structure  assures  your  satisfaction.  Look  in  the 

„  ^-     /  white  pages  for  the  office  nearest  you.  h 

A 
MANAGEMENT 
RECRUITERS 

The  search  and  recruiting  specialists     **• 
ever  400  offices  in  the  U  S  and  Canada 


FORBES  RECORDED 
FOR  THE  BLIND 

Forbes  is  now  available  on 
4-track  15/16  i.p.s.  cassettes 
for  playing  on  machines 
supplied  by  any  regional  Li- 
brary for  the  Blind.  (The 
cassettes  will  not  run  on  a 
standard  player.)  Each  is- 
sue is  recorded  in  full  and 
cassettes  are  marked  in 
braille  and  printed  with  the 
date  of  the  issue.  To  order  a 
one-year  subscription,  send 
$35  to  Recorded  Periodi- 
cals, Associated  Services  for 
the  Blind,  919  Walnut 
Street,  Philadelphia,  PA 
19107  or  charge  to  VISA  or 
MasterCard  by  calling  (215) 
627-0600,  Ext.  208. 


Return  on 
Investment 


Wildlife  returns  year  after  year  to 

habitat  purchased  by  The  Nature 

Conservancy.  Join  us,  and  make  an 

investment  with  guaranteed  returns. 


Nature, 
Qonservancy 


Conservation  Through  Private  Action 

For  more  information, 
call  toll-free  1-800-628-6860. 


It  takes  us  3  working  days 


i 
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There  is  a  car  which  resides  in  the  Porsche  museum  in  Stuttgart  which  is  matter-of-factly  referred 
to  as  "Number  1?'  Implying,  simply,  the  first  in  a  series. 

Tn  fact  it  was  this  very  car  which,  throughout  the  cold  winter  of  1948,  Professor  F.  Porsch( 
and  his  small  company  labored  over.  Laying  down  basic  principles  and  design  philosophies^ 
Setting  the  extreme  standards  of  handcrafted  detail  and  technological  leadership  that  Porsch^ 
has  religiously  adhered  to  since. 

The  body  panels  were  of  hand-hammered  aluminum.  (A  material  of  which  other  sport! 
cars  are  just  beginning  to  take  advantage.)  The  engine  was  meticulously  built  by  hand  at  a  bene! 
Each  individual  piece  of  the  car  was  hand-fitted. 

Over  four  decades  later,  the  1991  Porsche  928  shows  just  how  unswervingly  the  concept! 
established  on  Porsche  Number  1  have  been  maintained  and  advanced 

Joining  together  a  myriad  of  alloys,  aluminum,  steel  and  polymers,  the  928  broke  nev*' 
ground  in  exploiting  such  a  mix  for  weight  saving  and  tensile  properties.  This  makes  for  awe 
inspiring  performance  and  handling,  including  a  top  speed 
of  171  mph  for  the  5-speed.  It  also  makes  for  a  con- 
struction process  which,  even  by  Porsche 
standards,  is  painstaking. 

Welding  alone 
requires  23 
working 


r 


The  1991  Porsche  928  GT 


■ 


!i>'>i  Porsche  (  »-  Nurih  America.  Inc.  ftjrsche 


;'ll  tra 


.ill  nines.  IVrf.Min.i  «  onl\ 


to  weld  the  darned  thing. 

mrs.  Consistent  with  Porsche's  racing  heritage,  welds  are  used  for  strength  where  other  cars 
ake  do  with  bolts  or  rivets.  Over  6,000  spot  welds  are  performed  before  all  is  said  and  done. 
The  body  is  built  up  from  hot-dip  galvanized  steel  and  aluminum  panels  to  obtain  the 
>timum  balance  of  light  weight  and  strength,  while  preventing  corrosion.  (When  we  pioneered 
ic  galvanizing  in  1976  we  had  to  develop  our  own  electron-beam  welding  system  to  go  through 
ese  sheets.) 

The  26  step  painting  process  finds  white-gloved  inspectors  using  special  lights  to  find  and 
»rrect  virtually  imperceptible  blemishes.  The  finish  is  so  flawless  that  all  panels,  be  they 
uminum,  steel  or  polymer,  flow  f luidly  together  as  one. 

A  team  of  eight  bench-builds  the  aluminum  engine  by  hand.  It  is  then  test-run  for  at  least  30 
inutes,  taken  all  the  way  to  redline,  carefully  checked  for  output  and  entirely  re-torqued  before 
jing  nestled  in  the  car. 

And  it  goes  on  and  on.  So  how  long  does  all  this  take?  From  the  moment  it  is  begun,  to  the 

oment  it  is  deemed  worthy  to  roll  out  the  door,  the  average  needed  to  bring  a  928  into  the  world 

no  less  than  3  weeks. 

Still,  no  matter  how  impressive  the  process,  you  cannot  begin  to  appreciate  why  we  do  all 

this  until  you  experience  a  test-drive  at  your  authorized  Porsche  dealer.  If  you  decide  that 

this  obsessively  conceived  and  executed  automobile  fits  your  lifestyle,  however,  don't 

wait  long  to  get  back  to  your  dealer.  Because,  while  after  driving  a  928  you  may 

well  make  your  decision  overnight, 

we  simply  don't  create 

them  that  way. 


READERS  SAY 


Help  for  the  FDIG 

Sir:  Your  suggestion  of  paying  inter- 
est on  reserves  banks  are  required  to 
keep  with  the  Federal  Reserve  (Fact 
and  Comment,  Mar.  4)  highlights  a 
hidden  tax  on  the  banking  system  that 
the  government  would  be  loath  to 
give  up.  A  more  appropriate  use  for 
the  interest  would  be  to  augment  the 
fdic  fund.  With  anv  luck,  the  extra  $2 
billion  a  year  earned  on  reserves  might 
solve  any  deficiency. 
-Reginald  M.  Norris  Jr. 
Rye,  N.Y. 


Paradise,  Hawaiian-style 
Mum's  the  word. 


Medical  opinions 

Sir:  In  "The  doctors'  new  allies"  (Feb. 
18),  utilization  review  is  touted  as  the 
answer  to  the  spiraling  costs  of  health 
care,  and  doctors  are  cast  as  the  villains 
in  this  conflict.  Third-party  payers 
want  to  pay  fire-sale  prices,  but  pa- 
tients want  first-class  treatment.  This 
is  not  going  to  happen.  Just  as  in  any 
business,  you  get  what  you  pay  for. 
-Robin  L.  Stevenson,  M.D. 
Swainsboro,  Ga. 

Sir:  It  is  true  that  prior  review  of 
outpatient  psychiatric  care  is  often 
required  while  review  for  other  medi- 
cal specialties  is  not.  This  is  not  only 
intrusive  but  raises  the  question  of 
why  this  particular  area  is  singled  out. 
Could  there  be  some  prejudice  or 
perhaps  stigma  involved? 
-Chester  Martin  Berschling,  M.D. 
Pittsburgh,  Pa. 

Sir:  Doctors'  fees  represent  only  19% 
of  total  medical  costs.  You  do  not 
mention  the  yearly  increase  in  the  cost 
of  prescription  drugs  by  firms  such  as 
Bristol-Myers  and  Merck,  or  the  fees 
charged  by  General  Electric  and  Sie- 
mens for  cat  scanners  and  mri. 
-Lawrence  J.  Nastro,  M.D. 
Summit,  N.J. 

Diligent  effort 

Sir:  "Sellers  beware"  (Jan.  2  ' ,  ncor- 
rectly  implies  that  I  improperly 
inside  information  when  I  sold  Bt.  r 
Industries  bonds  in  1986.  In  fact,  I 
made  a  diligent  effort  to  comply  with 
all  applicable  regulations,  including 
consultation  with  legal  counsel.  I  first 
sold  Beker  bonds  on  July  22,  1986, 
140  days  after  the  information  was 


made    public    in    the    Bankruptcy 
Court's  order  and  48  days  after  its 
disclosure  in  an  sec  filing. 
-Talton  R.  Embry 

New  York,  N.  Y. 

Forbes  is  glad  to  set  the  record 
straight.— Ed. 

Blood  simple 

Sir:  Re  Peter  Huber's  commentary  on 
the  need  for  a  competitive  blood  mar- 
ket (Jan.  21).  After  sophistries  in  fa- 
vor of  private  blood  banks,  it  is  only  a 
short  step  to  private  organ  banks, 
then  a  little  hop  to  buying  organs 
from  the  living.  Do  you  at  Forbes 
really  go  in  for  this  sort  of  thing? 
-Dwight  D.  Campbell,  M.D. 
Middlebury,  Vt. 

Sir:  There  already  exist  many  com- 
munity-based blood  banks  which  are 
not  controlled  by  national  organiza- 
tions. We  have  the  latitude  of  utilizing 
not  just  minimum  standards  and  FDA 
regulations  but  expanding  them  to 
enhance  the  safety  of  the  local  blood 
supply.  The  problem  is  a  promiscuous 
society  breeding  a  population  capable 
of  spreading  diseases.   Possibly  Mr. 
Huber  should  concentrate   on   en- 
couraging    monogamous,     healthy 
people  to  donate 'blood. 
-Alice  Barr 
Executive  Director 
Citrus  Regional  Blood  Center 
Lakeland,  Fla. 

Blue  Hawaiian 

i :  Why'd  you  have  to  go  and  tell  the 
whole  world  about  beautiful  little 
h>         i:  ("Where  the  natives  go  to 


flee  the  tourists,"  Mar.  4)?  Now  our 
secret  getaway  will  be  overrun  by 
upscale  tourists  from  the  mainland. 
Why  don't  you  stick  to  exposing  the 
secrets  of  business? 
-Robert  Lau 
Honolulu,  Hawaii 

Forgive  not 

Sir:  Re  your  suggestion  to  forgive 
or  ease  Poland's,  Hungary's  and 
Czechoslovakia's  debts  (Fact  and 
Comment,  Feb.  18).  That  would  bail 
out  the  lender  banks  but  continue  to 
leave  the  emerging  democracies  to 
their  own  devices  and  certain  failure. 
-Cesar  A.  Dunkel 
St.  Louis,  Mo. 

Sir:  Before  forgiving  debt  or  plung- 
ing government  money  into  foreign 
countries,  take  a  hint  from  private 
industry.  If  companies  feel  comfort- 
able investing  in  other  lands,  govern- 
ment can  follow  with  a  sensible  for- 
eign policy  to  aid  these  countries 
emerging  from  financial  repression. 
-Sheldon  Botoshansky 
Woodside,  N.Y. 

Less  whining,  please 

Sir:  Re  your  review  of  mgm  Grand 
Air's  new  coach  service  ( "A  difference 

of  opinion,"  Feb.  4).  Christie  Brown's 
comments  provided  some  insight  into 
the  uniqueness  of  the  airline.  Richard 
Stein's  did   not.    In   fact,   the   latter 
individual  came  across  as  one  who  is  in 
urgent   nci\\   of  immediate   psycho 
therapy  or  a  good  laxative  More  ob 
icctivity  and  less  whining,  please1 
-Aimm  HOWE!  i 
New  York,  N.  Y. 
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She  mates  it  look  effortless. 
Reflecting  the  thousands  of  hours  she's  practiced  and 
honed  her  skills,  until  every  muscle  responds  in  unison 


to  the  command  for  perfection.  It  is  this  dedication,  this 
courage  to  face  competition  boldly  and  without  compromise, 
that  has  inspired  Phillips  Petroleum  to  proudly  sponsor 
United  States  Swimming  since  1973. 

And  we'll  be  national  sponsor  for  years  to  come. 
Because  we  believe  that  with  every  leap  of  grace  and  form, 
we  are  watching  the  future  of  our  nation  take  shape. 

PHILLIPS  PETROLEUM  COMPANYS 


For  more  information  on  how  you  can  help  these  athletes,  please  write  to:  Executive  Director,  United  States  Swimming  1750  East  Boulder  Street, 
Colorado  Springs,  Colorado  80909. 


Photographed  in  Kent. Connecticut 


PLAN  YOUR  ESTATE  NOW  SO  IT  DOESN'T 
FALL  TOO  FAR  FROM  THE  TREE. 

If  you  thought  you  could  leave  the  task  of  estate 
planning  to  some  time  in  the  distant  future,  think  again.. 
"To  protect  more  of  your  assets  for  your  heirs  and  pay 
less  in  estate  taxes,  you  need  to  ]ump  into  it  right  now 
The  New  England  can  help  you  to  preserve  your 
estate  just  the  way  you  want  it.  One  of  our  representa- 
tives will  work  with  you,  your  accountant,  and  your 
lawyer  to  reduce  your  estate  taxes  and  increase  your 
family's  financial  security  And  provide  you  with  the 
very  best  in  estate  planning  products -from- 
Survivorship  Life  to  traditional,  universal,  and 
variable  life  insurance. 

For  our  free  and  informative  brochuie 
on  estate  planning,  call  1-800-662-2448, 
Ext.  215.  Because  in  order  to  protect  your 
future,  you  need  to  plant  the  seeds  today. 
The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


NlE 


The  New  England 

Your  Financial  Partner 


,.< 


Ihr  name  "The  New  England''  and  the  mom 
of  New  England  Mutual  Lih-  Insuranir  I 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


NEW  WEALTH  OF  NATIONS 


The  Gulf  war  is  a  stunning  tribute  to  freedom, 
and  not  just  because  a  barbarous  aggressor  was 
brought  to  heel.  The  extraordinary  technology 
displayed  in  the  Gulf  could  not  have  come  from 
an  undemocratic,  authoritarian  society.  Com- 
mand economies  like  the  Soviet  Union's  invent 
new  technology,  especially  in  the  military 
sphere,  but  never  with  the  scope  of  that  of  a  free 
economy.  A  sullen,  conscript  army  could  never, 
moreover,  maintain  and  operate  the  ever-more- 
sophisticated  equipment  that  was  part  of  this 
conflict  and  will  be  of  future  ones. 

The  war  underscored  one  of  the  remarkable 


Adam  Smith:  He 

understood  wealth. 


a  la  the  Soviet  Union  and  Saddam's  Iraq,  which 
are  reduced  to  buying  and  stealing  from  others. 
Wealth  now  is  brains,  knowhow  and  creativ- 
ity. Money  can  be  transferred  by  the  flick  of  a 
computer  switch.  Too  many  governments  and 
observers  still  mistake  the  trappings  ofwealth  for 
the  dynamics  that  create  it,  which  best  flow  from 
a  free  economy  and  society.  North  Vietnam 
conquered  South  Vietnam,  but  many  of  the 
South's  best  and  brightest  people  fled.  Vietnam 
today  is  one  of  the  poorest  countries  on  earth. 
Iraq's  enormous  oil  reserves  proved  to  be  a  weak 


reed  in  creating  a  modern,  sophisticated  society, 

trends  of  our  times:  Wealth's  wellspring  is  becoming  more  The  act  of  becoming  rich  relies  more  on  the  metaphysi- 

intangible.  Don't  be  misled  by  Kuwait's  oil.  Land,  natural  cal  than  the  physical.  Witness  Europe  and  Japan  after 

resources,  gold  and  mammoth  militaries  are  no  longer  the  World  War  II.   Both  were  physically  devastated,  and 

dynamic  sources  ofwealth  and  power.  Increasingly,  the  experts  thought  it  would  be  generations  before  they 

sources  are  more  powerful,  cheaper  chips  and  new  software  recovered.  But  those  societies  still  had  the  cultural  and 

and  the  application  of  them  to  old  and  new  industries,  intellectual  resources  needed  for  progress,  and  within  a 

Today  a  country  needs  a  populace  that  is  willing  to  work  handful  of  years  they  surpassed  old  records  for  economic 

and  that  is  able  to  innovate  and  take  entrepreneurial  risks,  output.  In  creating  wealth  (and  military  power),  there's 

You  don't  come  by  those  characteristics  in  a  brutish  society  no  substitute  for  freedom. 

BUT  THE  U.S.  MUST  NOT  REST 

on  its  laurels.  The  early  and  mid-1970s  saw  the  begin-  tential  to  full  bloom.  But  venture  capital  has  been  a 

nings  of  our  high-tech  boom,  yet  too  often  entrepreneurs  shadow  of  itself  since  the  rate  was  boosted  in  1987.  Once 

had  to  turn  to  foreign  sources  for  financing.  Reduction  of  again,  cutting  or  eliminating  the  capital  gains  levy  would 

the  capital  gains  tax  in  1978  and  again  in  1982  created  a  let  our  innovative  juices  flow  fully — which  would  provide 

hothouse  environment  that  brought  our  high-tech  po-  the  best  foundation  for  our  future  defense. 

TRUE  STAR 

General  Schwarzkopf  should  be  awarded  a  fifth  star,  casualties  and  ours  defies  belief,  almost  1,000  to  1,  even 

and  perhaps  a  sixth.  He  more  than  deserves  them.  He  more  impressive  than  the  Batde  of  Agincourt  half  a 

executed  one  of  the  most  extraordinary  military  opera-  millennium  ago.  We  faced  a  foe  that  had  months  to 

tions  in  all  history.  The  ratio  between  Iraqi  battlefield  prepare  for  batde,  that  had  short  lines  of  supply,  that  had 


Great  captains:  Schwarzkopf,  Eisenhower,  MacArthur,  Patton,  Jackson 
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tens  of  billions  of  dollars  of  modern  arms,  that  had  many 
thousands  of  troops  with  recent  combat  experience. 

In  Desert  Storm,  the  General  combined  the  best  of 
Eisenhower,  MacArthur  and  Patton. 

Like  Ike,  he  exhibited  a  superb  political  sense  not 
only  in  keeping  together  a  multinational  coalition  but 
also  in  reducing  U.S.  interservice  rivalries  to  an  unimag- 
inable minimum.  An  infantryman  to  the  core,  he 
nonetheless  put  in  motion  the  most  extensive  bombing 
operations  in  history.  One  example  of  his  deft  hand  was 
to  have  the  Marines  work  alongside  the  Saudis  in  their 
push  into  Kuwait.  As  did  Eisenhower,  Schwarzkopf 
appreciated  the  importance  of  logistics,  and  it  showed 
in  the  way  that  we  were  able  to  advance  so  far  so  fast 
without  outrunning  our  supply  lines. 

Like  MacArthur,  he  had  a  phobia  about  casualties  and 
could  design  an  operation  that  minimized  them  while 
achieving  a  stunning  victory.  (When  Schwarzkopf  noted 
how  miraculously  low  our  losses  were  in  Desert  Storm,  he 


added,  "It  will  never  be  miraculous  to  the  families  of 
those  people.")  His  feints  and  flanking  movements  were 
worthy  of  MacArthur,  Stonewall  Jackson  or  any  of  our 
other  great  captains. 

Like  Patton,  he  was  aggressive.  He  made  brilliant  use 
of  his  armor.  But  dissimilar  to  Patton,  he  didn't  lust  for 
battle  for  its  own  sake  and  was  sensitive  to  casualties. 
Schwarzkopf  w6uld  never  even  think  of  doing  what 
Patton  did  when  he  sent  troops  and  tanks  off  on  a 
mission  to  rescue  his  son-in-law  from  a  German  prison 
camp  in  order  to  please  his  daughter.  (The  operation 
was  a  bloody  fiasco.) 

Stormin'  Norman's  hair-trigger  temper?  Ike  had  one, 
too.  Like  Ike,  Schwarzkopf  never  let  it  get  in  the  way  of 
carrying  out  his  mission. 

What  is  especially  appealing  about  Schwarzkopf  is  the 
lack  of  the  overweening  ego  of  so  many  great — and 
ungreat — commanders. 

A  truly  magnificent  man. 


ON  THE  SUBJECT  OF  STARS. . . 

A  couple  of  extra  ones  should  also  go  to  Colin  Powell,  whose  George  Marshall- 
like mastery  of  military  matters  contributed  mightily  to  our  Mideast  victory. 


FOUNTAIN 

In  case  you  missed  it,  read  the  lead  story  of  the  March  issue 
of  Reader's  Digest,  "What  Young  Russians  Really  Think," 
which  highlights  the  results  of  an  astonishing  poll  that  the 
Digest  commissioned  of  over  1,000  Russians 
between  the  ages  of  18-25.  The  results  are  a  ray 
of  hope  that,  despite  the  current  repression, 
there  is  a  foundation  on  which  someday  to  build 
a  democracy.  Overwhelmingly,  these  young 
men  and  women  favor  democracy.  By  an  aston- 
ishing 5-to-l  margin,  they  prefer  Boris  Yeltsin 
over  Gorbachev  for  the  country's  presidency. 

Young  Russians  are  thoroughly  disillusioned 
with  socialism  and  the  current  regime.  They 
have  no  appetite  for  holding  on  to,  much  less 
expanding,  the  Soviet  empire. 

The  piece  does  have  some  sobering  results:  Only  31% 
favor  unlimited  freedom  for  political  activities.  They 
have  a  narrow  understanding  of  how  free  markets  really 
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work:  Over  half  believe  the  state  should  find  and  pre- 
serve jobs  for  people. 

The  poll  underscores  how  fluid  the  situation  is  in 
Russia.  That  country  could,  as  it  almost  did  in 
the  early  part  of  this  century,  overcome  its  long 
history  of  reliance  on  a  powerful  military  and  an 
omnipresent  secret  police.  While  young  Rus- 
sians may  dislike  the  current  regime,  founda- 
tions for  a  true  democracy  need  nurturing  and 
strengthening,  which,  alas,  Gorbachev  is  un- 
willing or,  more  charitably,  unable  to  do.  The 
U.S.  can  do  its  share  by  continuing  radio 
broadcasts  via  Radio  Liberty  (whose  board  this 
writer  chairs)  and  Voice  of  America;  by  giving 
diplomatic  support  to  the  Baltic  states  and  other  repub- 
lics; by  focusing  attention  on  democratic  leaders  and  by 
gearing  aid  and  access  to  our  markets  to  the  degree  of 
political  openness  that  exists  there. 


RESTAURANTS— GO,  EF,  STOP 

These  reviews  are  the  distilled  wisdom  of  brothers  Bob  and  Kip,  and  Associate  Publisher  JcfJCiinninnham. 


•  Terry  Dinan's— 10  Park  Ave.  (Tel:  576-1010). 
Refugees  from  the  old  21  Club  are  finding  a  happy  home 
here.  No  wonder.  Dinan  was  vice  president  at  21  before  it 
was  fatally  Erenchified. 

•  Coco  Pazzo— 23  East  74th  St.  (Tel:  794-0205). 
New,  successful,  fun.   Happily,  the  food  matches  the 


Rogers  &  Barbero— 149  Eighth  Ave.  (Tel:  243- 
2020).  A  very  agreeable  spot  for  a  low  key  dinner — mu\  a 
straight  shot  up  Eighth  Avenue  to  the  theater  district.  The 
special  chicken  made  with  a  light  cream  leek  sauce  and  the 
fcttuccinc  with  mushroom  in  natural  juices,  both  fust  rate 
Desserts  are  a  strong  suit:  The  tlourless  chocolate  cake. 


"Beautiful  People"  there.  Try  a  family-style  selection  of     cremcbrulee  and profiteroles  were  all  absolutely  inhalable. 

risottos,  pastas,  mushroom  So  spaghetti  alia  •  LeBernardin— 155  West  S  1st  St.  (Tel:  489  1515). 


pescatora  and  veal  lombatm.  di    itell  i  .  icsana. 


First-rate  fish  restaurant.  But  there's  a  price     a  noisy  ,um.\ 


Mesa  Grill — 102  Fifth  Ave.  (Tel:  807  7400).  Decor  overcrowded  dining  room.  Sauteed  snapper  ami  poached 

and  graphics,  inviting;  alas,  food  is  nor        Ued  chicken  halibut  with  chive  vinaigrette  were  perfect, 

skewers  with  smoked  chilies  as  an  appetizer,  underdone.  •  Le  Regence— 37  East  64th  St.  (Tel:  606-4647). 

Grilled  pork  sandwich  with  sage  aioli,  not  very  tender.  Still  one  of  the  best  hotel  restaurants  in  town.  Spacious, 

Desserts  are  quite  brave,  e.g.  chocolate  and  butterscotch  gracious  and  superb  French  food.  Also  a  great  place  to 

pudding,  but  the  taste  doesn't  justify  the  calories.  ta^c  people  for  breakfast . 


26 


Forbw  ■  April  I.  1991 


$100,000  CONTEST  CONSENSUS:  THERE  AIN'T  NONE 


More  than  6,000  readers  entered 
Forbes'  second  Decade  Contest.  In 
1980  we  offered  $10,000  to  the  read- 
er whose  predictions  came  closest  to 
what  a  number  of  yardsticks  would  be 
a  decade  thence;  this  time,  $100,000. 

Unlike  the  first  go-around  in 
1980,  there's  nothing  approaching 
a  consensus.  A  decade  ago  most 
people  assumed  a  high  rate  of  infla- 
tion. It  didn't  happen,  one  reason 
why  the  Eighties  were  such  a  turbu- 
lent decade.  Tens  of  billions  of  dol- 
lars were  invested  on  the  assump- 
tion of  rapidly  rising  prices.  What 
looked  smart  in  1980  was  looking 
dumb  by  1985. 

This  pool  of  prophecies  ranges  all 
over  the  lot.  Some  contestants  see 
steady  growth,  others  fear  wild  in- 
flation and  some  a  1930s  depres- 
sion-style deflation.  Just  look  at  the 
ranges  of  the  price  of  gold  and  of 
the  value  of  the  dollar. 

Yet,  for  the  most  part,  the  aver- 
ages and  the  medians  in  these  and 
other  categories  were  pretty  tame. 
The  median  growth  of  the  gross  na- 
tional product  was  a  mere  2.1%,  half 
what  the  economy  did  in  the  1980s. 
The  average  was  much  more  en- 
couraging, around  3.5%.  The  out- 
look on  the  budget  deficit  was  very 
good  news;  both  the  average  and 
the  median  are  fractions  of  what  the 
shortfall  is  now. 

In  every  era  people  anticipate  in- 
ventions that  don't  develop  and 
mostly  don't  anticipate  those  that 
do.  Ten  years  ago  hardly  anyone 
foresaw  the  extraordinary  boom  of 
personal  computers.  What  will  be 
the  PC  of  the  1990s? 

Some  readers  don't  think  that 
high-definition  television  as  we 
think  of  it  will  happen,  and  some 
don't  believe  we're  going  to  get 
wristwatcrT  telephones.  Given  histo- 
ry, their  skepticism  can't  be  dis- 
missed out  of  hand. 

The  most  discouraging  number 
occurs  in  the  lawyer  category.  Simi- 
lar to  inflation  a  decade  ago,  the 
locustlike  litigation  plague  seems 
unstoppable;  which  means  less  eco- 
nomic growth,  less  productivity 
and,  most  discouragingly,  less  inno- 
vation. Could  the  automobile  have 
ever  blossomed  in  the  teeth  of  to- 
day's trial  lawyers? 


But  who  knows,  perhaps  the  scan- 
dalous, destructive  litigation  fever  will 
be  broken,  as  it  was  with  inflation. 

A  question:  What  do  you  think 
these  numbers  would  have  looked 


like  if  people  had  filled  in  their  entries 
after  the  Gulf  war? 

Below  are  the  results  of  what  con- 
testants think  will  be  the  answers  on 
Dec.  31,  1999. 


The  $100,000  answers 

1999 

Category 

1989 

Average 

Median 

Hight 

Lowt 

Value  of  $1 

$1 

$0.56 

$0.55 

$2.50 

$0.04 

Dow  Jones  industrials 

2753 

4788 

4343 

15142 

940 

Average  daily  NYSE  volume 

165  mil 

1,070  mil 

260  mil 

2,211  mil 

40  mil 

No.  of  Forbes  Sales  500  cos 

500 

351 

360 

500 

35 

of  1989  still  on  Forbes  list 

Gold 

$399/oz 

$585/oz 

$500/oz 

$3,192/oz 

$75/oz 

Oil— price  of  Saudi  light  crude 

$18.40/bbl 

$34.62/bbl 

$30.00/bbl 

$200.00/bbl 

$5.00/bbl 

Oil— daily  U.S.  imports 

7.9  mil  bbl 

18.3  mil  bbl 

9.0  mil  bbl 

68.0  mil  bbl 

1.2  mil  bbl 

Hamburger— Big  Mac 

$1.79* 

$3.10 

$2.89 

$10.95 

$0.50 

Microwave  ovens 

70  mil* 

329  mil 

110  mil 

700  mil 

2  mil 

New  home,  single  family 

$148,800 

$233,516 

$215,500 

$900,000 

$24,700 

Home  mortgage  rate— new  home 

9.76% 

10.22% 

10.00% 

20.00% 

5.00% 

Prime  rate 

10.5% 

10.73% 

10.50% 

23.60% 

4.60% 

30-year  Treasurys 

8.45% 

8.88% 

8.90% 

20.00% 

4.00% 

GNP  (actual) 

$5.2  tril 

$10.8  tril 

$9.3  tril 

$85.0  tril 

$3.2  tril 

GNP  (in  1989  dollars) 

$5.2  tril 

$7.3  tril 

$6.4  tril 

$40.0  tril 

$1.5  tril 

National  debt 

$3.0  tril 

$10.8  tril 

$4.5  tril 

$500  tril 

$0 

Federal  budget  surplus  (or  deficit) 

($152  bil) 

($149  bil) 

($62  bil) 

$2,000  bil 

($2,000  bil) 

U.S.  trade  surplus  (or  deficit) 

($109  bil) 

($60  bil) 

($25  bil) 

$1,000  bil 

($1,000  bil) 

Consumer  debt  (excl  mortgages) 

$717  bil 

$2,489  bil 

$1,000  bil 

$14,778  bil 

$1  bil 

Per  capita  income 

$15,186* 

$27,121 

$25,000 

$109,760 

$5,000 

Top  fed  personal  income  tax  rate 

28% 

35% 

35% 

70% 

15% 

Employed  workers 

119  mil 

220  mil 

140  mil 

382  mil 

85  mil 

Unemployed  workers 

6.5  mil 

11.3  mil 

7.9  mil 

68.5  mil 

2.1  mil 

.Yen  per  dollar 

143.45 

178.24 

150.00 

600.00 

1.00 

Deutsche  marks  per  dollar 

1.70 

6.77 

1.70 

225.00 

0.25 

Rubles  per  dollar  (black  market) 

30 

877 

45 

19,000 

0 

Computers 

52.4  mil 

1,879.5  mil 

107.1  mil 

2,500.0  mil 

12.6  mil 

First-class  stamp 

$0.25 

$1.01 

$0.49 

$50.00 

$0.10 

Credit  cards 

908  mil 

103,279  mil 

1,200  mil 

2,000  bil 

lmil 

Fax  machines 

2.8  mil 

81.2  mil 

16.0  mil 

3,300  mil 

40  thou 

Homes  with  high-definition  TV 

— 

37  mil 

9  mil 

1,000  mil 

0 

Cellular  telephones 

3.5  mil 

39.0  mil 

17.0  mil 

600.0  mil 

1.0  mil 

Wristwatch  telephones 

— 

8.7  mil 

1.0  mil 

323.0  mil 

0 

Registered  motor  vehicles 

189  mil* 

394  mil 

220  mil 

.02  mil 

23  mil 

Lawyers 

725,574 

8,246,689 

925,000 

lbil 

100,000 

Stockbrokers 

438,701 

1,781,153 

450,000 

8,043,010 

50,000 

Pro  baseball  teams 

26 

31 

30 

52 

18 

U.S.  population 

249  mil* 

299  mil 

280  mil 

700  mil 

200  mil 

World  population 

5.2  bil* 

15.0  bil 

6.3  bil 

73.5  bil 

3.0  bil 

Party  in  the  White  House 

Republican 

Republican 

Republican 

— 

— 

Party  in  the  Kremlin 

Communist 

Communist 

Communist 

— 

— 

Number  of  countries  to  emerge 

— 

6 

5 

26 

0 

from  present  U.S.S.R. 

Figures  for  the  U.S.  except  where  noted.    *Estimate. 
remove  distortions,  such  as  leaving  a  category  blank. 


fPreliminary  programming  has  selected  high  and  low  figures  to 
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NEUBERGi 


Thanks 

Ninety-Seven  Thousand,  S 


Thanks,  Mr.  Neuberger. 


.Torty  years  ago  Roy  Neuberger  started 
Guardian  Fund,  one  of  the  first  no-load  mutual 
funds.  He  decided  it  should  be  a  growth  and 
income  fund,  and  set  out  to  make  money  for 
shareholders  in  good  markets  and  try  to  protect 
those  gains  during  rough  times. 

Mr.  Neuberger  believed  that  the  best  way  to  do 
that  was  by  carefully  buying  common  stocks  — 
stocks  that  were  genuine  values,  with  prices  that 
hadn't  yet  been  bid  up  by  other  investors. 

But  even  he  couldn't  have  predicted,  back  in 
1950,  that  a  $10,000  investment  in  Guardian 
Fund  —  with  income  dividends  and  capital  gain 
distributions  reinvested  —  would  be  worth 
over  $1  million.1 

On  the  other  hand,  he  wouldn't  have  been  at 
all  surprised  at  the  Fund's  consistent  performance 
over  time.  Without  fail,  Guardian  Fund  has 
paid  a  dividend  every  quarter  and  a  capital 
gain  distribution  every  year  since  1950. 

And  maybe  that's  why  shareholders  have 
shown  such  confidence  in  Guardian  Fund 
through  difficult  periods  as  well  as  the  best  of 
times.  What  better  time  than  now  to  join  them? 


Guardian  Fund 

Growth  in  value  of  historical  $10,000 
investment  made  6/1/50  through  12/31 


$10,000  - 


Cost  of  Invest- 
ment at  Net  Asset 
Value  6/1/50 


V 


1950 


'55 


'60 


'65 


+  12.93%,  +10.43%,  -4.71%,  were  the  a™* 

returns  for  the  10,  5  and  1  year  periods  ending  12/31/90.    Total  Return"  il 
reinvestment  of  all  dividends  snd  distributions,  t  Figure  includes  change 


Now,  Meet  the  Rest  of  the  Family. 


J.  he  Neuberger  &  Berman  Organi   ition  has 
grown  to  manage  18  billion  dolh         ■  luding  a 
family  of  no-load  mutual  funds  thai  .->■ 
hundreds  of  thousands  of  investors  —  Is, 

retirement  plans,  foundations,  municipaiitk    and 
other  institutions.  But  we  haven't  done  it Ihy 
creating  hundreds  of  different  funds,  like 


some  sprawling  mutual  fund  complexes.  In  fact, 
we  manage  just  an  even  dozen. 

How  come?  Because  we  don't  start  funds  just 
to  take  advantage  of  some  fad  of  the  moment. 
Instead  of  switching  strategies  every  time  t  lie 
market  wobbles,  we  only  offer  funds  whose 
investment  objective  we  believe  will  pro- 
vide satisfactory  results  over  the  long  term 

We  avoid  fads,  rumors  and  predictions.  We 
tiligently  hunt  for  bargains.  We  aim  for 


yBERMAN 

f      MANAGEMENT  INC. 


Million 


I 


undred  and  Thirty-Seven, 


A 


mmmm—m 


-  $1,097,737 

Total  Value  of 
Investment  12/31/90t 

-  $600,000 

-  $400,000 

-  $200,000 

-  $80,000 

-  $40,000 

-  $20,000 

-  $10,000 


75 


'80 


'85 


1990 


nvestment  of  dividends  and  capital  gains  as  of  12/31/90.  Results  shown 
t  past  performance  and  update  information  in  the  fund's  prospectus, 
nt  returns  and  principal  fluctuate.  Redemption  proceeds  may  be  higher  or 
in  original  cost.  No  load,  No  12  b  1  Fees. 


)nsistent  performance  rather  than  a  few 
>ectacular  moments  surrounded  by  uncertainty, 
nd,  we  subscribe  to  the  maxim  that  the  first 
ile  for  increasing  your  money  is  to  guard 
against  loss. 

Most  important  are  the  quality  and  experience 
:  our  professional  managers,  and  their  discipline 
i  sticking  to  this  philosophy  through  all  kinds  of 
larket  cycles. 

In  fact,  we  believe  so  strongly  in  our  approach 


that  the  partners  and  employees  of 
Neuberger  &  Berman  —  with  their  families 
—  have  invested  more  than  $60  million  of 
their  own  money  in  our  mutual  funds. 

We  think  you'll  feel  comfortable  with  our  funds, 
too.  To  learn  which  one  best  suits  your  needs, 
send  for  our  free  brochure,  "How  to  Select  a 
Mutual  Fund  to  Fit  Your  Needs." 


Neuberger  &  Berman  Family  of  Funds 

Money  Market  Funds:  Cash  Reserves 
Government  Money  Fund 

Municipal  Fund:  Municipal  Money  Fund 
Municipal  Securities  Trust 

Income  Funds:  Limited  Maturity  Bond  Fund 
Ultra  Short  Bond  Fund 

Equity  Funds:  Genesis  Fund  /  Guardian  Fund 
Manhattan  Fund  /  Partners  Fund 
Selected  Sectors  Plus  Energy 

Advisers  Management  Trust:  An  underlying  investment 

vehicle  exclusively  for  variable  insurance  products. 

Call  24  hours  for  a  free  brochure,  "How  to 
Select  a  Mutual  Fund"  and  a  free  Information  Kit: 

1-800-877-9700 


Please  send  me  "How  to  Select  a  Mutual  Fund" 

and  a  free  Guardian  Fund  Information  Kit,  containing 
a  prospectus  with  more  complete  information  including 
management  fees  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

Neuberger  &  Berman  Management  Inc. 
342  Madison  Avenue,  Dept.  A-900 
New  York,  NY  10173 

NAME 


ADDRESS 
CITY 


PHONE  (DAY). 


STATE 

(EVE) 


MANAGEMENT  INC 


Other  Comments 


Straight  to  the  Point 

Lieut.  Gen.  Sir  Peter  de  la  Billiere, 
the  British  commander  in  the  Persian 
Gulf,  nominated  the  hot-tempered 
American  commander,  Gen.  H.  Nor- 
man Schwarzkopf,  as  "the  man  of  the 
match" — the  British  equivalent  of 
most  valuable  player — for  what  he 
called  his  "brilliance,  leadership, 
drive,  determination  and  occasional 
rudeness." 
-New  York  Times 

Slim  Chances 

With  no  declared  presidential  can- 
didates, former  Democratic  chairman 
Strauss  says  the  party  has  "a  better 
field  now  than  we  had  four  years  ago 

at  this  time." 

*   *   * 

Democrats  now  gloomily  writing 
off  the  presidency  in  1992  joke  that 
their  only  hope  in  1996  is  if  Nor- 
man Schwarzkopf  turns  out  to  be  a 
Democrat. 
-Wall  Street  Journal 

Time  to  Act 

We  are  still  insisting  that  all  Strate- 
gic Defense  Initiative  programs  must 
be  "conducted  in  full  compliance" 
with  all  treaties,  "including  the  ABM 


Treaty."  Any  attempt  to  deploy  a 
full-scale,  effective  SDI  program  i§ 
forbidden  by  this  misbegotten  treaty. 
Meanwhile,  the  Soviets  continue  to 
work  feverishly  to  develop  their  SDI. 
We  do  not  know  who  will  control 
their  military.  We  can  be  very  grateful 
we  have  Patriot;  we  can  only  hope  we 
will  have  SDI  before  it  is  too  late. 
-Caspar  W.  Weinberger, 
Forbes 

Overwhelmed 

This  is  a  report  from  a  battlefield, 
not  in  the  Middle  East,  but  one  of 
the  many  in  our  midst,  the  75th  pre- 
cinct in  Brooklyn.  The  most  shock- 
ing division  in  America  is  not  the 
perennial  division  between  rich  and 
poor,  but  between  the  two  Americas 
where  gunfire  is,  and  is  not,  part  of 
the  ambience  of  normal  life.  There 
are  in  the  75th  about  32  arrests  a  day, 
two-thirds  of  them  drug-related.  Ar- 
rest numbers  could  be  tripled,  given 
enough  officers,  courts,  prison  cells. 
Commanding  officer  Pat  Carroll  has 
a  master's  degree  in  urban  affairs  and 
a  quarter  of  a  century  of  on-the-street 
education,  all  of  which  tells  him  this: 
Police  will  be  overwhelmed  until  the 
rest  of  government  gets  on  with  its 


^>* 


"I  would  like  to  thank  my  owners,  my  trainer, 

my  jockey,  and  everyone  in  my  stable,  without  whom 

my  victory  would  not  have  been  possible." 


jobs  of  enacting  gun  controls,  pro- 
viding drug  treatment  and  treating 
the  seedbed  of  most  crime,  the  dys- 
functional families  that  send  forth  vi- 
olent young  men.  Furthermore,  Car- 
roll is  convinced,  as  so  many  cops  are, 
that  society's  forces  for  order  are  no 
match  for  today's  popular  culture. 
Cops  mention  movies  that  are  desen- 
sitizing young  people  by  glorifying 
casual  brutality.  There  may  be  a  New 
World  Order  being  built  beyond  our 
shores.  At  home  there  is  an  accelerat- 
ing failure  to  (in  the  Constitution's 
words)  ensure  domestic  tranquility. 
-George  F.  Will, 

Syndicated  Washington  columnist, 

Hartford  Courant 

I  don't  mind  being 
a  grandfather,  except  it 
means  I  have  to  sleep 
with  a  grandmother! 

-Milton  Berle 
Milton  Berle's 
Private  Joke  File 


Tanks  and  Planes  Will  Do 

Your  Arab  allies  will  desert  you. 
They  will  not  kill  other  Arabs.  Your 
alliance  will  crumble  and  you  will  be 
left  lost  in  the  desert.  You  don't 
know  the  desert  because  you  have 
never  ridden  on  a  horse  or  a  camel. 
-Tariq  Aziz,  Iraqi  Foreign  Minister, 

to  Secretary  of  State 

James  A.  Baker  III, 

in  Geneva,  Jan.  9 

Scientific  Slip-Up 

Randolph  Churchill,  the  journalist 
son  of  Winston  Churchill  and   not 
remarkable  for  the  sweetness  of  his 
character,  went  into  the  hospital  to 
have   a   lung   removed.    It   was   an- 
nounced in  the  press  that  the  trouble 
was    not    cancer.    Novelist    Evelyn 
Waugh  commented:  "A  typical  tii 
limph  of  modern  science  to  find  the 
only  part  of  Randolph  that  was  not 
malignant  and  remove  it." 
-The  Li  tii  i,  Brown  Book 
of  A  NEC  no  1 1  s  M 
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Chrysler  Mnivans: 

Erst 
WthAMnivanAirBag. 

First 
In  Owner  Loyalty 

Erst 


CLEARLYJHE  FIRST  MINIVANS 
ARE  STILLTHE  FIRST  MINIVANS. 

Dodge  Caravan  and  Plymouth  Voyager.  They're  the  first  and  only  minivans  with  a  driver's  minivan  air 
bag*  They  have  greater  owner  loyalty  than  any  minivanst  (on  average,  62%  of  the  people  who  buy  one,  buy 
another).  They  come  with  the  longest  engine  and  powertrain  warranty  in  the  business:  7  years  or  70,000 
miles**  And  against  all  competition,  domestic  or  imported,  Dodge  Caravan  is  ranked  highest  in  customer 
satisfaction^  Ready  for  a  minivan?  Think  of  us  first.  The  competition  does. 

— !  Advantage:  Dodge  —  Advantage:  Plymouth 

*Air  bag  fully  effective  only  when  used  with  seat  belt,  t  Comparison  of  minivans  with  a  sufficient  sales  history.  *  'See  limited  warranty  and  its  restrictions  at  dealers.  t1"JD.  Power 
and  Associates  1990  Light  Duty  Truck  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service. sm 


WE  COVER  THE  WATERFRONT.  ALL  223,000  MILES  OF  IT. 

World  trade  in  goods  and  services  now  surpasses  $4  trillion  annually,  and  the  importers  and  exporters  [01 
whom  the  A1G  Companies  wovide  insurance  coverages  touch  virtually  every  coastline  in  the  world.  Ow 
global  network  consists  of  pi  ople  with  deep  understanding  of  the  laws,  regulations,  customs  and  businesi 


Practices  ojthe  countries  in  which  they  work.  As  well  as  local  insurance  markets  and  needs.  That's  why 
nultinational  businesses  can  rely  on  our  people  and  our  services.  In  the  seven  decades  since  our  founding, 
ve've  built  a  global  network  in  1 30  countries  andjurisdictions  that  could  not  be  duplicated  today.  At  any  cost. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc.,  Dept  A.  7()  Pine  Street.  New  York.  NY  10270. 


This  is  the  key 

to  our  new 

Swiss  Bank  Tower. 


This  is  the  key 

to  our  ongoing 

commitment  to  America. 


The  key  to  the  new  Swiss  Bank 
Tower,  10  East  50th  Street, 
located  in  the  heart  of  midtown 
Manhattan.This  new,  36-story 
addition  to  the  skyline  houses 
our  U.S.  headquarters  and  is 
a  reflection  of  Swiss  Bank 
Corporation's  continued 
commitment  to  America. 


With  over  50  years  in  the  United  States,  Swiss 
Bank  Corporation  has  already  demonstrated 
its  commitment  to  America.  During  this  time  we 
have  developed  a  thorough  understanding  of 
America's  financial  and  investment  needs— 
which  we  are  committed  to  continue  serving, 
now  and  in  the  future. 

Our  clients  have  access  to:  a  full  range  of 
corporate  and  commercial  banking  services,- 
international  trade  and  commodity  finance; 
and  foreign  exchange,  money  markets,  pre- 
cious metals  and  government  securities  trad- 
ing. In  addition,  we  provide  the  private  investor 
with  a  full  range  of  services,  including  custom- 
tailored  portfolio  management. 
With  a  presence  in  34  countries  around  the 
world,  we  are  the  Swiss  bank  with  the  most 
international  experience  and  the  largest  inter- 
national network.  You  can  rest  assured  that 
Swiss  Bank  Corporation  possesses  the  experi- 
ence and  expertise  necessary  to  satisfy  your 
needs  both  here  and  abroad.  And  you  can 
enjoy  the  confidence  and  security  that  come 
from  working  with  a  triple-A  rated  bank. 
Our  commitment  to  America  is  clear.  And 
our  new  Swiss  Bank  Tower  serves  as  another 
key  to  this  ongoing  commitment — now  and  in 
the  future. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Chicago    •    Houston    •    Los  Angeles 
Miami    •    San  Francisco 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


THREE  STRONG  PACIFIC  DRAGONS 

Three  of  the  Pacific  dragons,  Hong  Kong,  Singapore  over    1989,   when    the    growth    rate   was   9.2%.    The 

and  Taiwan,  are  alive,  well,  growing  at  astonishing  rates,  estimate  for  1991,  made  in  the  middle  of  the  Gulf  war, 

and  continue  to  offer  enormous  advantages  to  American  was  for  a  3%  to  6%  growth,  which  now  seems  excessive  - 

and  other  investors.  That  is  the  conclusion  that  Christo-  ly  modest.  Productivity  grew  by  3.4%  and  unemploy- 

pher  Forbes,  Forbes  Vice  Chairman,  and  I  arrived  at  after  ment  was  a  mere   1.7%,  with  inflation  at  only  3.4%. 

a  quick  February- March  trip  to  those  countries.  There  are  about  $48  billion  in  foreign  reserves. 

Hong  Kong.  All  of  the  prosperity  indexes  arc         As  with  other  strong  Pacific  countries,  as  more  democ- 

up,  but  there  are  continuing  nagging  worries  racy  is  introduced,  wages  are  rising,  and  so  manufacturing 

about  what  kind  of  China  will  take  over  this  immensely  is  being  shifted  abroad:  to  Johore  in  Malaysia,  and  to 

prosperous  area  in  1997.  Hong  Kong's  exports  increased  Sumatra  and  other  Indonesian  islands.  That  will  leave 

by  over  12%  in  1990  over  1989;  tourism  set  a  record  with  R&D,  finance  and  other  services  in  Singapore.  The  legacy 

nearly  6  million  visitors;  per  capita  income  remained  the  that  Lee  Kuan  Yew  has  left  to  his  successor,  Prime 

second-highest  in  Asia  after  Japan;  and  America  became  Minister  Goh  Chok  Tong,  is  being  carefully  nurtured  and 

the  second-largest  supplier  of  food,  behind  China,  with  a  should  yield  continued  strong  and  healthy  growth. 
12%  increase  in  food  sales.  The  Republic  of  China  on  Taiwan  is,  in  many 

Employment  in  the  business  and  finance  sector  grew  by  ways,  the  most  interesting  and  promising  of 

9%,  while  manufacturing  employment  fell  by  the  same  these  strong  three.  All  of  the  prosperity  indexes  are 


percentage,  as  manufacturers  moved  out  to  mainland 
China  to  take  advantage  of  much  lower  labor  costs  there. 


favorable,  and  there  is  a  huge  reserve  built  up  from  many 
years  of  favorable  trade  balances.  The  per  capita  wealth  is 


Thus  far  these  manufacturers  are  having  no  difficulty      $6,000  and,  if  the  government's  $300  billion  develop- 
taking  their  profits  out  of  China.  ment  plan  is  completed  in  six  years  as  scheduled,  that 

But  1997  is  approaching.  Recently^  Deng  Xiaoping  already  high  figure  will  rise  to  $16,000  per  capita,  in  line 
disappointed  many  by  insisting  that  the  People's  Republic  with  the  wealthiest  oil-producing  nations, 
of  China  will  always  remain  a  socialist  country  and  that  This  project  will  replace  much  of  the  infrastructure  and 
Hong  Kong  should  have  no  illusions  that  it  can  change  a  great  deal  more.  It  offers  obvious  opportunities  on  a 
China.  Deng's  harsh  comments  surprised  those  who  huge  scale  to  builders  and  investors  from  all  over  the 
consider  him  to  be  one  of  the  few  moderates  in  China's  world.  But  the  plan  is  also  designed  to  keep  Taiwan 
leadership.  Hong  Kong's  major  bankers  have  been  told  competitive  and  to  make  the  island  a  better  place  to  live, 
they  will  be  expected  to  continue  their  activities  without  Taiwan  has  authorized  and  encouraged  its  people  to 
change  after  China  takes  over,  and  this  may  be  a  good  sign,  travel  to  China.  Some  fears  were  expressed  that  this 
The  PRC  has  also  been  making  disagreeable  comments  would  lead  many  to  stay  there.  But  over  1  million  Tai- 
about  Hong  Kong's  huge  new  airport  project,  complete  wanese  have  visited  the  mainland,  and  inly  300  people 
with  roads,  bridges,  tunnels  and  much  more,  important     have  stayed. 

parts  of  which  shbuhLbe  completedjjy  1997.  The  Chinese  Taiwan  is,  of  course,  aware  of  Hong  Kong's  situation  if 

have  not  actually  suggestecftney  wo~uTcLcancel  it,  but  they  the  PRC  is  foolish  enough  to  try  to  drop  the  gross  failures 
demand  to  be  consulted  and  profess  wornessthat  the  of  socialism  onto  Hong  Kong.  Indeed,  if  Beijing  contin- 
ues to  reverse  its  earlier  economic  reforms  that  were,  until 
Tiananmen  Square,  carrying  China  closer  to  market  eco- 
nomics, it  is  not  inconceivable  that  the  unification  of 
China  will  take  place  under  the  aegis  of  Taiwan. 

Meanwhile,  the  U.S.  has  a  diminishing  share  of  the 
ever-growing  Taiwanese  market  and,  with  the  European 
Common  Market  coming  next  year,  we  will  have  to 
increase  our  own  competitiveness  if  we  want  to  retain  our 
dominant  role  in  that  market.  Wk 


'project  may  be  designed  only  to  drain  Hong  Kong  s 
substantial  reserves  before  the  U.K.  gives  up  its  great  jewel. 
This  is  patent  nonsense,  but  it  emphasizes  the  growitag 
doubts  some  have  that  China  will  let  Hong  Kong  continue 
to  be  Hong  Kong  after  1997.  Still,  the  building  booj 
continues,  with  investors  getting  about  a  9%  return  fin 
their  capital,  compared  with  about  4%  in  the  U.S. 

Singapore  remains  the  strongest  of  the/drag- 
ons. Last  year  the  economy  expanded^oy  8.3% 
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THEUNE. 


So  many  roads.  So  little  time. 

So  let's  cut  to  the  chase  for  motorcycling  ideals, 
not  trends.  Which  are  the  values  of  the  most  intelligent 
motorcycle  gang  ever     A.  assembled  by  hand  and 
computer.  The  BMW  Jfr  K100LX  for  example. 

Our  sporting 

Unlike  all  the 
touring  blimps 
on  two 
wheels,  it's 
aerodynam- 

ically  fat-free.  So  it  confidently  shows  off  curves  and 
straight  lines  while  making  the  laws  of  physics  ex- 
tremely comfortable.  ^#-  Moreover,  BMW's  exclusive 
ABS  is  standard. 

Which  is  also 
a  real-world 
boast  of  our, 
high-tech 
masterpiece :' 

The  Kl.  It's  a  liquid-cooled,  16-valve,  lOOOcc  super 
sport  machine  that  accelerates  all  the  values  of  BMW: 


Safety.  Durability  Styling, 
also 


Power.  Handling. 

Virtues  which 
the  BMW  K75S. 
A  particularly 
user-friendly  i 
machine 
with750cc's 

of  uncanny  smoothness,  a  sport  suspension  and  touring 
ambitions.  And  ourantilock  braking  system  is  optional. 

Character  is  inherent,     |  too,  inthe  R100GS  or 
Paris-Dakar:  lOOOcc,  ^J&_  dual-purpose  bikes  for 
ornery  independence 
on  or  off  road. 

Note  that 
every  BMW 
motorcycle  is ' 
also  equipped 

with  our  3-year,  unlimited-mileage,  limited  warranty*  The 
BMW  Roadside  Assistance  Plan"  And  free  riding  school.*" 

Of  course,  our  line  begins  with  yours.  Simply  call 
1-800-345-4BMW  to  find  your  nearest  authorized 
BMW  motorcycle  dealer.  He'll  supply 
the  sinker.  A  thorough  test  ride.+ 

WORTH  THE  OBSESSION. 

C1991  BMW  of  North  America  Inc  The  BMW  trademark  and  logo  are  registered*  See  your  authorized  BMW  dealer  for  details  about 
the  limited  warranty  ••For  complete  details,  see  your  Motor  Club  Benefits  Guide  Some  benefits  not  available  m  all  states  Services 
provided  by  Cross  Country  Motor  Club  Inc  Boston.  MA  02155  except  in  California  where  services  are  ofovided  by  Cross  Country 
Motor  Club  of  California,  Inc  Boston.  MA  0215S  Available  on  all  1989  or  later  BMW  motorcycles  •••MSFndmg  schools  may  not  be 
available  m  every  city  or  state  tAt  participating  dealers 


SIX  I H  StNSt 


These  are 
smart  ^parts— sensors  that  know 
electronically  which  way  is  up— or  down— 
or  too  close  for  comfort.  All  without 
direct  contact. 

Eaton  makes  a  broad  range  of 
sensors  (fiber  optic,  mechanical, 
photoelectric,  pressure,  proximity  and 
temperature).  They  help  keep  your 
machines,  processes  and  systems 
under  control. 

At  Eaton,  we're  parfof  your 
team.  Solving  today's  problems. 
Anticipating  tomorrow's  needs. 

We  do  more  than  make 


We  manufacture  solutions. 
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WHAT'S  AHEAD  FOR  BUSINESS 


EDITED  BY  HOWARD  BANKS 


The  cuts  stop  here 

Somebody  out  there  is  worried  about  infla- 
tion or  a  cascading  dollar,  or  both.  The  credit 
market  has  given  the  Federal  Reserve  a  signal 
that,  for  now,  there  has  been  enough  cutting 
of  short-term  rates.  After  the  latest  quarter- 
point  cut  in  the  Federal  Funds  rate  (to  6%  on 
news  of  February's  higher  unemployment),  a 
full  point  was  cut  from  the  price  of  30-year 
Treasury  bonds. 

The  chart  below  shows  the  yield  curve — the 
relationship  between  interest  rates  on  securities 
of  various  maturities,  and  an  important  indica- 
tor to  the  Federal  Reserve  of  the  need  for  looser 
or  tighter  monetary  policy — which  is  now  the 
steepest  it  has  been  since  July  1988,  says  John 
Lonski,  senior  economist  at  Moody's  Invest- 
ment Service. 

Conventional  30-year  mortgage  rates  have 


The  ides  of  March 


Percent 
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Moody's  Aaa 
,  0       corporate  bond  yield 


The  yield  curve 
(the  difference 
between  Moody's 
Aaa  corporate 
bond  yield  and 
the  Federal  Funds 
rate)  is  the  widest 
it  has  been  since 
mid-1988 
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moved  up  to  9.5%  from  a  recent  low  of  9.25%; 
this  will  dampen  the  incipient  recovery  in  real 
estate. 

Adding  to  the  Fed's  caution  will  be  the 
recent  upward  trend  in  commodities  prices,  es- 
pecially for  metals.  This  is  another  indicator 
the  central  bank  watches  closely.  However,  it 
seems  less  a  warning  of  higher  inflation  to 
come  (normally  associated  with  a  steepening 
yield  curve),  and  more  an  anticipation  that  the 
end  of  the  Gulf  war  will  see  higher  demand  as 
the  economy  picks  up  steam. 

These  speculators  may  prove  to  be  a  bit 
premature.  Companies  don't  have  much  spare 
cash  or  borrowing  capacity  right  now,  which 
will  inhibit  new  capital  investment  and  new 
jobs —  important  elements  in  consumer  confi- 
dence, says  Lonski.  "In  1990  we  downrated  4.4 
corporate  bonds  for  every  1  that  we  raised.  So 
far  this  year,  it's  averaged  over  5." 

So  why  has  the  dollar  been  showing  such 
surprising  strength,  despite  lower  U.S.  rates? 
Look  no  further  than  the  $25  billion  to  $30 
billion  the  Saudi  Arabians  and  Kuwaitis  need  to 
pay  for  their  share  of  the  war  and  for  rebuild- 
ing. That's  a  substantial  short-term  demand  for 
greenbacks.  When  it's  filled,  however,  it  could 
well  mean  that  the  dollar  will  ease  again — good 
news  for  U.S.  exports,  but  not  so  good  for 
creditors  holding  ious  in  dollars. 

Reasonable  forecast:  The  Fed  will  not  cut 
rates  again  anytime  soon  unless  the  economic 
news  turns  very  nasty  indeed. 


Unintended  consequences 


There's  A  downside  to  proposals  to  reform 
health  insurance  policies  sold  to  businesses  with 
fewer  than  25  employees.  The  reforms,  which 
have  to  be  approved  by  state  legislatures,  could 
increase  the  premiums  for  perhaps  four  in  ten 
small  businesses. 

Insurers  have  been  swamped  by  criticism 
from  small  businesses  about  the  way  rates  can 
now  double  when  one  employee  gets  seriously 
sick.  The  National  Association  of  Insurance 
Commissioners,  Blue  Cross  and  the  for-profit 
health  insurers  have  all  proposed  limiting  how 
much  extra  an  insurer  can  charge  to  small 
companies  with  ailing  workers.  How  would  this 
be  financed?  Through  relatively  higher  premi- 
ums for  small  companies  with  healthy  workers. 

The  increases  for  the  healthy  groups  could 
be  substantial.  One  actuary  who  has  analyzed 
the  proposed  reforms  says  the  increased  pre- 
miums "could  be  as  much  as  35%  in  a  few  cases, 
and  15%  to  20%  increases  would  be  com- 


mon." Typically,  a  business  employing,  say,  20 
reasonably  healthy  workers  could  find  an  extra 
$12,000  a  year  tacked  onto  a  $60,000-a-year 
health  insurance  bill. 

One  aim  of  reform  is  to  spread  the  availabil- 
ity of  health  insurance  to  the  9  million  workers 
in  small  firms  who  currently  don't  have  it. 
Health  insurers  would  be  forced  to  take  on  even 
the  sickest  groups,  which  in  some  areas  can't 
now  get  coverage  at  any  cost.  The  insurers  could 
then  palm  off  the  very  worst  risks  into  a  pool 
whose  losses  would  be  financed  by  a  surcharge 
on  the  premiums  charged  all  small  businesses. 
But  some  reformers  fret  that  the  proposals  could 
in  the  end  swell  the  ranks  of  the  uninsured 
because  three  times  as  many  businesses  would 
see  a  premium  increase  as  a  decrease.  The  fact 
is  that  the  vast  majority  of  uninsured  small  busi- 
nesses haven't  been  turned  down  for  health 
insurance  for  medical  reasons;  they  simply  can't 
afford  to  pay  the  premiums.     -Janet  Novack 
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THE  FORBES 


BY  TIMOTHY  DODMAN 


The  Forbes  Index  d967=;oo) 
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Precent  Change       -1.6% 
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The  unemployment  rate  rose  in  February  to  6.5%  of  the 
civilian  labor  force,  the  highest  level  in  nearly  four  years.  In 
the  first  two  months  of  this  year,  41 7,000  workers  were  cut 
from  nonfarm  payrolls.  A  weak  labor  market  combined 
with  a  0.5%  drop  in  personal  income  in  January  undoubt- 
edly contributed  to  a  0.3%  decline  in  consumer  installment 
credit  in  Januarys  This  is  the  first  consecutive  monthly 
drop  in  this  indicator  in  four  years.  After  being  boosted  by 
military  expenditures  in  December,  orders  for  durable 
goods  fell  1.8%  in  January. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

-20.0% 

Index  of  leading  indicators  Jan  vs  Dec 
Trade  balance  12  months  ended  Dec1990 

Dept  of  Commerce 
Dept  of  Commerce 

-0.4% 

-$100  bil 

0.0% 

All-commodity  producer  price  index  Jan  vs  Dec1 
GNP  4th  quarter  vs.  3rd — annualized  growth 
N6ER  Experimental  Recession  Probability  Index3 

Dept  of  Labor 

Dept  of  Commerce                         -2.0% 
Natl  Bureau  of  Economic  Research     5.0% 

1  U.S. -based  manufacturers,  excludes  imports,  as 

2  Wholesale  goods. 3  January  1991. 

of  2/28/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Inventories      •    New  Orders 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Retail  sales  ($billions), 

seasonally  adjusted  (Dept  of  Commerce) 
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710 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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AUDI'S  INNOVATIVE  SAFETY  FEATURES 

DO  MORE  THAN  BUILD  A  BETTER  CAR, 

THEY  BUILD  CONFIDENCE. 


Audi 


Having  examined  all  of 
Audi's  safety  features, 
you'd  probably  find  it  challenging 
trying  to  determine  which  one  in- 
spires the  most  confidence. 

Would  the  distinction  fall  on  our 
Automatic  Front  Seatbelt  Tension- 
ing System  or  driver's  side  air  bag? 

Does  it  belong  to  the  hands-free, 
voice-activated  cellular  telephone 
that  lets  you  keep  your  eyes  on  the 
road  and  your  hands  on  the  wheel? 

How  about  all-wheel  Quattro® 
drive?  Logically  speaking, 
everything  points 


to  the  Anti-Lock  Brakes:  An  electro- 
mechanical system  so  sophisticated 
it  can  modulate  pressure  up  to  15 
times  a  second,  react  instantane- 
ously to  the  steepness  of  a  hill  or  the 
"g"  forces  of  a  turn. 

Ironically,  we  would  assert  that 
it  is  none  of  the  above. 

The  most  confidence- building 
feature  in  an  Audi  is  none  other 

GOOD 

TAKE  CONTROL 


than  control.  Granted,  control  can't 
be  touched,  activated  or,  for  that 
matter,  seen. 

It  can't  be  turned  on  or  off  with 
the  flick  of  a  switch. 

But  make  no  mistake  about  it. 
From  the  moment  you  place  your  key 
in  the  ignition,  it's  there. 

It's  working. 

And  it's  quite  real. 

Moreover,  were  you  to  ask  Audi 
drivers  about  control,  chances  are 
you'd  hear  the  same  thing. 

It's  the  one  safety  feature  they 
can't  live  without. 


Audi  100 


©1991  Audi  of  America. 


Forbes 


The  rout  of  their  client  Saddam  Hussein  was 
a  worse  setback  for  the  Soviet  military 
than  their  own  failure  in  Afghanistan. 

Soviet  generals 
to  Gorbachev: 
We  are 
defenseless 


By  Peter  Fuhrman 

Iraq  was  a  showcase  for  Soviet  arms 
and  military  doctrine.  In  less  than  six 
weeks,  $30  billion  in  Soviet  arms  were 
rendered  fit  only  for  scrap,  while  Sovi- 
et trench  warfare  tactics  and  fighting 
doctrine  were  rendered  obsolete. 

But  are  the  Soviet  generals  hiding 
their  faces  in  shame?  Not  at  all.  Gener- 
al Dmitri  Yazov,  the  Soviet  Union's 


Minister  of  Defense,  growled  in  the 
waning  hours  of  the  Gulf  war:  "What 
happened  in  Kuwait  and  Iraq  necessi- 
tates a  review  of .  .  .  the  country's  en- 
tire air  defense  system."  Taking  his 
lead  from  Yazov,  Colonel  General 
Rasim  Akchurin,  the  commanding 
general  of  Soviet  antiaircraft  missile 
defenses,  bid  for  more  military  spend- 


Yazov  in  the  driver's  seat 

In  exchange  for  doing  Gorbachev's  political  dirty  work, 

the  Red  Army  wants  an  increase  it  weapons     ending. 
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ing  by  warning  that  the  U.S.,  flush 
with  victory  over  Iraq,  might  soon  try 
to  knock  out  all  Soviet  radar  and 
missile  defenses. 

Even  assuming  that  the  Soviet  pub- 
lic would  listen  to  such  blarney, 
whence  would  come  the  technology 
and  skills  needed  to  upgrade  Soviet 
arms?  In  losing  Eastern  Europe,  the 
Soviets  have  lost  their  best  captive 
defense  contractors. 

The  most  irreplaceable  is  ( \u\  Zeiss 
Jena,  the  optical  conglomerate   in 
what  used  to  be  l.ast  Germany.  Al- 
most one  third  of  Zeiss'  annual  pro 
duction     much  of  it   military  hard 
ware — was  shipped  to  the  Soviets. 
Zeiss  supplied   the    Red   Army   with 
laser  rangefinders,  infrared  and  night 
vision    equipment,    missile  guidance 
systems  .\nd  optics  for  satellite  rccon 
naissancc  mh\  space  weaponrj 

The  unification  of  Germany  halted 
all  Zeiss  deliveries  to  the  Soviet  mili 
tary.  Soon  after,  Moscow  tried  to  make 
a  virtue  of  us  deficiencies  in  high 
technology.  It  announced  with  greal 
fanfare  its  intention  to  unilaterally  halt 
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Soldier,  tell 
Comrade  General 
Yazov  where  the 
****  we  are 
The  training  of 
the  Iraqi  army 
by  some  50,000 
Soviet  military 
failed.  So  did 
their  equipment. 
Their  navigation 
devices, 
for  instance, 
are  heavy, 
based  on 
obsolete 
transistors  and 
imprecise. 


all  new  production  of  mobile  SS-24 
intercontinental  missiles.  According 
to  East  Germans  formerly  involved 
with  weapons  procurement,  Moscow 
was  no  longer  able  to  get  the  SS-24's 
key  guidance  system  from  Zeiss. 

Before  German  unification,  the  So- 
viets were  able  to  gather  up  designs 
and  stock  up  on  some  Zeiss  parts.  But 
human  intelligence  and  flair,  not 
blueprints  and  mechanical  brawn,  are 
the  fundamentals  of  the  new  precision 
weapons.  Soviet  generals  can  no  long- 
er snatch  Zeiss  engineers  and  march 
them  eastward,  as  Stalin  did  in  1945. 

Anothenmportant  link  in  the  Sovi- 
et arms  procurement  chain  was  the 
German  computer  maker  Robotron. 
It  no  longer  provides  the  Red  Army 
with  critical  computer  hardware  and 
logistics  software.  The  Hungarians, 
while  furnishing  the  Red  Army  with 
mainly  simple  components,  are  seek- 
ing to  abrogate  their  military  supply 
contracts.  Why  go  on  equipping  an 
occupying  army? 

The  Soviets  might  try  to  mount  a 
Stalinist  door-die  push  to  build  so- 


phisticated weapons,  but  who  would 
respond?  Besides,  it  is  one  thing  to 
build  a  ballistic  missile,  quite  another 
to  build  a  microelectronics  industry. 
The  U.S.,  unlike  the  Soviet  Union, 
has  thriving  civilian  computer  and 
communications  companies  that  pro- 
vide, at  moderate  cost,  the  smart  com- 
ponents of  smart  weapons. 

The  corporate  heroes  of  the  Gulf 
war  were  not  just  Raytheon,  McDon- 
nell Douglas  and  General  Dynamics, 
but  also  Intel,  ibm,  Motorola,  Texas 
Instruments  and  AT&T.  The  Soviets 
have  nothing  remotely  comparable. 

A  good  example  of  this  can  be 
found  in  the  U.S.  Army's  Navstar 
Global  Positioning  System.  U.S. 
Army  troops  guided  themselves  to 
their  exact  predetermined  positions  in 
Iraq  using  a  small  hand-held  electron- 
ic device  built  by  Trimble  Navigation 
Ltd.  of  Sunnyvale,  Calif.  The  Trimble 
navigator,  costing  $4,000,  uses  satel- 
lite beacons  and  a  Motorola  micro- 
processor to  give  a  pinpoint  map  ref- 
erence. Trimble's  civilian  mapping 
systems,  which  provide  most  of  its 


$60  million  annual  sales,  proved  easy 
to  adapt  to  military  use. 

The  Soviet  equivalent  to  Trimble's 
hand-held  device  is  called  Glonass.  It 
is  about  the  size  of  a  pair  of  cinder 
blocks  and  no  more  portable.  Where- 
as Trimble  uses  the  latest  processors 
and  some  very  cunning  software, 
Glonass  is  stuffed  with  simple-mind- 
ed transistors. 

The  Soviets  could,  of  course,  steal  a 
Trimble  navigator  (or  simply  buy  one 
of  the  civilian  versions)  and  copy  it. 
Perhaps  they  could  even  secure  a  sup- 
ply of  advanced  Motorola  chips.  But 
the  espionage  approach  has  a  built-in 
defect:  Military  product  life  cycles  are 
shortening.  According  to  Rand  Corp. 
and  others,  it  generally  takes  at  least 
five  years  for  the  Soviets  to  go  from 
stealing  an  American  microelectronic 
design  to  beginning  mass  production. 
By  then  our  scientists  will  have  bolted 
ahead  to  more  advanced  stuff. 

Example:  The  Soviets  spent  much 
of  the  1980s  perfecting  their  copy  of 
the  Hughes  APG-65  fighter-aircraft 
radar,  after  stealing  the  design  in  the 
mid-1970s.  The  Soviet  version  of  this 
look- down,  shoot- down  radar  is  used 
on  the  frontline  MIG-29  fighter. 
While  the  Soviets  were  feverishly 
copying  Hughes'  1970s  product, 
U.S.  scientists  were  upgrading  the 
APG-65  's  software  and  installing  fast- 
er microelectronics,  increasing  its 
range  and  the  number  of  targets  it  can 
simultaneously  track  and  kill. 

Much  as  he  desperately  needs  to  do 
something  for  the  Soviet  civilian 
economy,  Gorbachev  will  most  likely 
have  to  listen  to  the  money-grubbing 
pleadings  of  his  generals.  He  finds 
himself  increasingly  beholden  to 
them  in  order  to  stay  in  power.  Red 
Army  troops  now  patrol  most  major 
Soviet  cities,  and  willingly  do  the  dirty 
work  of  terrorizing  government  op- 
ponents in  the  Baltics,  Georgia,  Mol- 
davia and  even  in  the  backbone  Rus- 
sian republic. 

Because  it  was  not  answerable  to  its 
own  people,  the  Soviet  Union  could 
devote  20%  of  its  national  income  to 
the  military  while  Americans  were 
grousing  about  spending  6%  of  their 
national  income  on  defense.  Today 
that  Soviet  military  power  is  a  threat 
chiefly  to  its  own  people — not  only  as 
a  repressive  force  but  as  a  terrible 
drain  on  the  economy.  WM 
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Major  league  baseball  owners  say  they're  losing  money. 
So  why  do  shrewd  people  pay  up  to  own  teams? 

Bases  loaded, 
nobody  out 


By  Dana  Wechsler  Linden 


Spring  training  and  salary  negotia- 
tions are  in  full  swing.  And  right  on 
schedule,  major  league  baseball  own- 
ers are  grumbling  about  the  sorry 
state  of  their  finances.  Baseball  com- 
missioner Fay  Vincent  recently  la- 
mented that  up  to  10  of  the  26  major 
league  teams  lost  money  last  year. 

Yet  even  as  Vincent  spoke,  a  hand- 
ful of  established  businessmen  were 
fighting  tooth  and  nail  to  buy  the 
National  League's  two  new  expan- 
sion teams  for  $95  million  apiece. 

What's  going  on  here? 

There's  no  question  that  players' 
salaries  have  gone  into  orbit.  Today 
one  player  in  three  earns  $1  million  a 
year  or  more.  At  least  25  players  will 
earn  $3  million  this  year,  and  the  New- 
York  Mets'  ace  pitcher  Dwight  Good- 
en,  26,  is  demanding  at  least  $5  mil- 
lion a  year  to  extend  his  contract  for 
three  more  seasons.  The  Mets  manag- 
ers say  compensation  at  that  level 


would  put  the  team's  financial  health 
at  risk. 

Baseball  owners  have  grown  so 
concerned  about  the  sport's  econom- 
ic health  that  they've  formed  a  special 
joint  commission  with  the  players' 
union  to  study  the  matter  and  make  a 
report  later  this  year.  The  commission 
includes  Paul  Volcker — who  should 
review  his  Accounting  101  before 
plunging  in.  For  while  the  reported 
numbers  do  look  bad  for  many  teams, 
the  real  returns  are  often  far  better. 

All  major  league  teams  are  either 
privately  held  or  small  parts  of  large 
corporations,  and  are  intensely  pri- 
vate about  their  books. 

But  the   Pittsburgh    Pirates  must 
disclose  financial  statements  as  a  con 
dition  of  a  $20  million  loan   from 
Pittsburgh's   Urban   Redevelopment 
Authority.  A  look  at  how  the  Pirates 

idle  their  books  is  instructive, 
pared  in  conformity  with  gener- 


ally accepted  accounting  principles, 
the  Pirates'  1990  income  statement 
shows  revenues  of  $42.8  million  and 
an  operating  loss  of  $7  million.  "Our 
1990  financial  results  are  indicative  of 
the  serious  and  sobering  dilemma 
currently  existing  in  major  league 
baseball,"  warned  Pirates  President 
Carl  Barger  when  the  numbers  were 
released. 

But  baseball  accounting  expert 
Roger  Noll,  professor  of  economics  at 
Stanford  Universitv,  takes  a  different 
view.  "This  is  not  a  team  losing  $7 
million,"  says  Noll,  "but  equivalent 
to  one  producing  profits  of  $3  million 
to  $4  million  a  year." 

Combing  the  Pirates'  books,  Noll 
points  out  an  $8  million  operating 
expense  charged  against  1990  reve- 
nues called  "grievance  claims  settle- 
ment." This  is  most  of  the  Pirates' 
share  of  the  payment  being  made  by 
the  major  league  teams  to  settle  claims 
by  the  players'  union  that  the  teams 
colluded  on  player  salaries  in  the  mid- 
to  late  Eighties.  The  Pirates  properly 
wrote  off  the  entire  amount  last  year, 
even  though  they  won't  pay  out  a 
dime  until  later  this  year  and  next. 

Did  the  collusion  payment  really 
reduce  the  Pirates'  operating  profits 
last  year?  George  Sorter,  New  York 
University  professor  of  law  and  ac 
counting — and  another  baseball 
numbers  maven — doesn't  think  so. 
"It's  clearly  a  one-time,  nonrecurring 
event,"  savs  Sorter,  "not  an  operat- 
ing expense." 

Stanford's  Noll  next  points  out  a 
$2.1  million  Pirates'  expense  labeled 
"released  player."  That's  pitcher  Walt 
Terrell,  who  will  be  paid  the  remain 
der  of  his  S3. 6  million  contract  over 
the  next  two  years.  But,  for  account 
ing  purposes,  the  Pirates  wrote  off  the 
whole  amount  in  1990.  Savs  Noll,  it's 
a  "completely  fictitious  mu\  random 
loss,"  not  an  expense  of  baseball  op 
erations  last  year. 

Then  there  are  the  si.  ..ailed  related 
party  transactions,  which  make  it  pat 
ticularly  difficult  to  measure  a  team's 
true  earnings 

Unlike  the  old  days,  when  baseball 
teams  were  small,  family  operations, 
fully  half  of  the  teams  are  now  owned 
wholly  or  in  p.u\  by  companies  that 
have  other  businesses  whose  open 
tions  the  teams  benefit  Awd  whose 
profits   can   often    be   offset    hv    the 
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teams'  losses.  The  St.  Louis  Cardi- 
nals, for  example,  are  owned  by  An- 
heuser-Busch, which  also  owns  Busch 
Stadium,  in  which  the  Cardinals  play. 
The  team  generates  an  estimated  $4 
million  dollars  in  concession  and 
parking  revenue  every  year — much  of 
it  serving  Busch-brewed  beer.  But 
this  money  isn't  booked  on  the  Car- 
dinals' income  statement.  It's  report- 
ed instead  in  the  income  of  the  sta- 
dium's subsidiary. 

Turner  Broadcasting  Co.  owns  the 
Atlanta  Braves  and  the  superstation 
that  broadcasts  their  games  national- 
ly. The  station  buys  broadcasting 
rights  from  the  team,  but  at  artificial 
prices. 

In  1985,  the  last  time  baseball 
team  owners  "opened  the  books"  to 
the  players'  union,  the  Atlanta  Braves 
were  reporting  a  loss  of  $3  million  for 
the  previous  year — and  income  of 
about  $1  million  from  local  televison 
rights.  This  was  a  fraction  of  what  the 
team  would  have  taken  in  on  the  open 
market. 

During  most  of  the  eight  years  he 
owned  the  Seattle  Mariners,  consid- 
ered one  of  the  least  profitable  fran- 
chises in  baseball,  California  real  es- 
tate developer  George  Argyros  pub- 
licly griped  about  the  team's  large 
losses. 

He  griped  all  the  way  to  the  bank. 
Argyros  paid  $13  million  for  the  team 
in  1981,  poured  in  another  $20  mil- 
lion along  the  way,  and  sold  out  to  a 
limited  partnership  in  1989  for  $76 
million.  After  all  expenses  and  inter- 
est, he  ended  up  with  about  a  $25 
million  profit. 

Does  $76  million  seem  a  lot  to  pay 
for  a  team  that,  even  on  a  cash  flow 
basis,  was  just  barely  in  the  black? 
Maybe  not  if  you  consider  that  the 
Internal  Revenue  Service  allows  the 
new  owner  to  attribute  roughly  half  of 
the  purchase  price  of  a  team  to  the 
value  of  players'  contracts. 

The  owner  can  then  depreciate  the 
players  over  the  lengths  of  their  con- 
tracts, usually  three  to  five  years.  For 
the  new  owners  of  the  Mariners,  that 
works  out  to  about  $9  million  a  year 
of  "losses" — some  of  which  can  then 
be  used  to  pare  down  other  tax  liabil- 
ities the  owner  might  have. 

Say  this  for  professional  baseball: 
It's  a  game  played  by  both  athletes 
and  accountants.  WM 


Hollywood's  flesh  peddlers  exploit  yet  another  way 
to  cash  in  on  talent  who  can  draw  TV  ratings. 


Feeding 
frenzy 


By  Kathryn  Harris 

The  talent  agent,  his  yacht  cap- 
sized, is  drowning  at  sea.  Suddenly  he 
is  rescued  and  taken  ashore  by  a  man- 
eating  shark.  Professional  courtesy,  of 
course. 

To  veteran  television  writer  and 
producer  Danny  Arnold,  this  varia- 
tion of  the  old  lawyer  joke  isn't  that 
off  base.  Arnold,  whose  credits  in- 
clude Barney  Miller  and  the  upcom- 
ing abc  series  stat,  is  incensed  at  the 
practice  of  TV  talent  agents  who  nego- 
tiate a  so-called  packaging  agreement 
for  single  writers,  producers  or  actors. 

What's  the  beef?  As  a  producer, 
Arnold  refuses  to  pay  up  to  1 0%  of  the 
TV  show's  revenues  direcdy  to  the 
agent  just  for  getting  the  services  of  a 
single  performer  or  writer.  Arnold 
doesn't  object  to  artists'  paying  10% 


of  their  own  wages  to  their  agents,  but 
he  doesn't  see  why  he  must  give  the 
agent  a  piece  of  the  show  itself.  That, 
he  thinks,  is  carrying  flesh  peddling  to 
an  unconscionable  length.  Fumes  Ar- 
nold: "One  person  is  not  a  package. 
It's  a  license  to  steal." 

The  concept  of  an  agent's  demand- 
ing a  percentage  of  a  show's  revenues 
isn't  new.  Back  in  its  talent  agent  days, 
mca  collected  such  a  fee  for  bands  and 
radio  programs,  and  took  a  packaging 
fee  from  TV's  Ed  Sullivan  Show. 

What  has  changed  is  the  magnitude 
of  the  prize.  The  stakes  have  bal- 
looned with  the  enormous  increase  in 
production  costs  and  the  TV  syndica- 
tion revenues  that  climbed  to  $5.4 
billion  worldwide  by  1989. 

Its  percentage  stake  in  The  Cosby 
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Hollywood  agents 


Show  has  generated  an  estimated  $60 
million  for  the  William  Morris  Agen- 
cy. Triad  Artists  once  valued  its  fee  on 
Roseanne  at  $30  million.  Such  wind- 
tails  have  spurred  agents  to  negotiate 
package  fees  on  one -third  of  the  three 
networks'  prime-time  schedule. 

Here's  how  the  system  works:  A 
hot  TV  writer  or  actor  gets  a  network 
commitment  for  a  new  series  or  TV 
movie.  His  agent  then  peddles  the 
client  to  production  companies  and 
demands  a  piece  of  the  action  since  it 
was  his  client's  prestige  that  earned 
the  show  its  network  commitment. 

Instead  of,  say,  collecting  10%  of  a 
top  writer's  $100,000  pay  check  per 
episode,  the  agent  may  be  getting 
10%  of  a  $1  million  license  fee.  The 
Morris  agency  reputedly  extracts  the 
stiffest  terms:  5%  of  the  network  li- 
cense fee  when  an  episode  is  pro- 
duced, with  another  5%  deferred  until 
the  show  turns  a  net  profit.  Morris 
also  seeks  5%  of  the  gross  ancillary 
sales  or  up  to  10%  of  net  profits. 

Who  really  pays?  The  networks, 
and  ultimately  the  advertisers  and 
consumers.  And,  of  course,  produc- 
tion companies  and  profit  participants 
lose,  since  any  eventual  profits  in  syn- 
dication will  be  reduced  by  the 
agent's  percentage.  "There  are  in- 
stances where  the  agent  ends  up  with 
more  than  the  artist,"  says  Holly- 
wood attorney  Franklin  Rohner. 

In  litigation  stemming  from  the 
Roseanne  show,  lawyers  for  the  pro- 
duction company  claimed  that  Triad 
negotiated  its  own  10%  stake  in  the 
show's  net  profit  six  months  before 
finalizing  Barr's  contract — and  then 
"compromised"  Barr's  demand  for 
25%  of  the  net  profits  down  to  15%. 

So  why  does  Hollywood  continue 
to  pay  this  form  of  blackmail?  Ambi- 
tion and  fear,  the  usual  reasons.  A 
handful  of  agencies  control  most  of 
the  top  actors,  writers  and  producers. 
The  talent  goes  long  for  fear  they'll 
lose  plum  jobs,  n<  .  ks  and  produc- 
tion companies  hot  projects. 
As  gatekeepers,  agents  skillfully  play 
on  these  anxieties.  Produce  rs  say  the 
networks  could  turn  of]  pigot, 
but  concede  programn  tin  ves 
are  under  the  gun  to  deiiv. 
Job  security  is  not  a  net  won     .■■■  k. 

Ever  wonder  who  drive 
expensive  sports  cars  around 
Hills?  | 


Most  people  are  taking  beatings  on  vacation  real  estate, 
but  some  U.S.  congressmen  are  about  to  score  big  by 
flipping  their  Caribbean  island. 

Shrewd 
timing.5 

By  James  R.  Norman 

Pierres  Island  is  a  17-acre  Caribbe- 
an hideaway  off  the  northern  tip  of 
Eleuthera,  55  miles  north  of  Nassau, 
in  the  Bahamas.  For  the  last  two  years 
Pierres  Island  has  been  owned  by 
eight  U.S.  congressmen  and  eight  of 
their  friends.  The  group  is  now  poised 
to  flip  the  property  for  a  big  profit. 

Organizer  of  the  "Pierredise"  deal 
is  Representative  Robert  J.  Mrazek 
(D-N.Y.),  45,  a  five-term  congress- 
man from  Nassau  and  Suffolk  coun- 
ties on  Long  Island.  He  says  he  saw  an 
ad  for  the  island,  flew  down  in  early 
1988  with  Representative  Tom  Dow 
ney  (D-N.Y.),  fell  in  love  with  the 
place  and  cut  a  deal  on  the  spot  to  buv 
it  for  $475,000. 

Mrazek  then  assembled  an  investor 
group  of  politically  influential 
"friends."  Among  them:  Senator  Al- 
bert Gore  Jr.  (D-Tenn. );  Representa- 
tives William  Lehman  (D-Fla.),  But- 
ler Derrick  (D-S.C),  John  Bryant 
(D-Tex.),  Edward  F.  Fcighan  (D- 
Ohio),  C.  Thomas  McMillan 
(D-Md.)  and  Matthew  F.  Mcllugh 
(D-N.Y.). 

Although  the  group  took  [losses 
sion  in  August  1988,  the  plan  to  buy 
the  Bahamian  property  wasn't  re- 
vealed until  after  the  1988  elections. 
Formal  Bahamian  approval  came  the 
very  day  of  the  election,  and  the  pur 
chase  closed  in  January  1989. 

Nice  deal.  Only  nine  months  after  it 
closed,  Mrazek  and  company  had  a 
contract  to  sell  the  island  for 
$870,000 — twice  what  they  paid  for 
it.  Mrazek  says  the  original  plan  was  to 
use  the  island  as  a  private  resort  and  .i 
source  of  rental  income,  but  the 
group  lecided  to  sell,  he  says,  because 
the  upl    i  p  was  too  much  hassle.  In 


Representative  Robert  J.  Mrazek 
He  organized  the  investor  group. 


the  brief  time  that  the  group  owned 
the  property,  the  partners  rarely  visit 
ed  it,  .md  it  was  rented  for  only  a 
couple  of  weeks. 

The  proposed  buyer  is  Geoffrey  D. 
Brunning,  an  English  born  Atlanta 
home  builder  and  Caribbean  hotel 
developer.  It  the  deal  closes,  Mrazek 
will  get  about  $100,000  for  the  25% 
stake  he  got  for  $7,500 — a  nice  addi 
don  to  the  war  chest  he  may  be 
building,  reportedly  to  challenge 
Alphonsc  D'Amato  (R  NY.)  for 
D'Amato's  Senate  seat  ne\i  year. 

But  Mrazek  hasn't  vet  got  the  pn  >i 
it — .\\k\  he  may  never  get  it.  A  number 
of  coincidences  regarding  the  sale 
have  caught  the  attention  of  lawyers 
at   the   Justice   Department   Mtd   De- 
partment ofEnergy.  And  the  Bahami 
an  government  has  dragged  us  feet  on 
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okaying  the  sale  to  Brunning. 

Coincidence  number  one:  The  Ba- 
hamian company  Mrazek  says  he  had 
formed  to  buy  Pierres  is  Douglas  & 
Chamberlain  Ltd.,  named,  he  says, 
after  two  of  his  Civil  War  heroes, 
about  whom  he  wrote  an  unaired  TV 
documentary  in  1985.  The  coinci- 
dence is  that  a  scant  5  miles  from 
Pierres  Island  is  the  hamlet  of  Spanish 
Wells  and  "Seagate,"  the  sprawling 
oceanside  mansion  of  a  fugitive  from 
U.S.  justice  named  Bartlett  B.  Cham- 
berlain Jr.,  owner  of  Douglas  Oil 
Purchasing  Corp.  Chamberlain,  now 
71 ',  is  wanted  for  dodging  a  $26 
million  federal  judgment  and  an  arrest 
warrant  for  contempt  of  court.  He  is 
hiding  out  in  Switzerland  and  re- 
neged on  an  offer  to  be  interviewed 
there  by  Forbes. 

The  claims  against  Chamberlain 
date  to  the  early  1970s,  when  he  and 
New  York  fuel  merchant  Edward 
Carey  used  hard-to-get  export  li- 
censes and  a  Bahamian  refinery  to 
make  millions  from  skirting  federal  oil 
price  rules  and  the  Arab  oil  embargo. 
In  1987  an  appeals  court  ruled  Cham- 
berlain was  personally  liable  for  the  oil 
overcharges,  plus  interest.  He  now 
owes  the  government  $26  million, 
with  interest  running  $5,000  a  day. 
Chamberlain  skipped  the  country  late 
in  1989  after  losing  his  last  appeal. 

Before  he  went  on  the  lam,  Cham- 
berlain was  almost  rescued  by  political 
friends.  An  unusual  amendment  was 
tacked  on  to  a  massive  1987  federal 
appropriations  resolution  that 
blocked  the  Energy  Department  from 
pursuing  its  judgment  against  him  for 
nearly  a  year.  About  that  time,  the 
attorney  for  a  federal  receiver  says, 
Chamberlain  moved  millions  of  dol- 
lars to  the  Bahamas,  where  he  has 
close  ties  to  one  of  the  largest  con- 
struction firms  on  Eleuthera.  Eleu- 
thera?  That's  where  Brunning  has 
pitched  plans  to  build  two  big  hotels. 

Who  was  the  pol  who  introduced 
the  amendment  that  saved  Chamber- 
lain for  a  year?  Senator  Richard  Shelby 
(D-Ala.).  Final  passage  of  the  mea- 
sure depended  on  Representative  Sid- 
ney Yates  (D— 111.)  as  powerful  chair- 
man of  the  House  appropriations  sub- 
committee on  energy.  Yates  was  later 
offered  a  piece  of  the  Pierres  Island 
deal  but  declined. 

Coincidence  number  two  involves 


another  Chamberlain  association. 
Chamberlain's  longtime  business 
partners  have  been  the  Pack  and  Kahn 
families  of  New  York,  which  founded 
and  controlled  Seatrain  Lines  Inc. 
Warren  Pack,  son  of  Seatrain  founder 
Howard  Pack,  has  been  close  friends 
with  Chamberlain  and  a  frequent  visi- 
tor to  Spanish  Wells. 

Throughout  the  1980s,  Seatrain, 
Warren  Pack's  Cove  Shipping  Co., 
other  domestic  shipping  companies 
and  their  unions  all  waged  a  massive 
lobbying  campaign  to  block  other 
companies  from  copying  a  unique  and 
immensely    profitable    arrangement 


come.  Mrazek  insists  he  has  never  met 
or  even  heard  of  him — or  Seatrain  and 
the  Packs.  Mrazek  also  insists  his  in- 
volvement in  the  cause  stemmed  only 
from  his  ties  to  the  shipping  unions, 
who  were  his  early  and  generous  cam- 
paign donors. 

Yet  another  Pierres  investor  is  Rep- 
resentative Edward  Feighan,  a  vocal 
critic  of  Bahamian  efforts  on  drug 
control  and  particularly  of  Prime 
Minister  Lynden  Pindling,  whom  he 
has  called  "another  General  Norie- 
ga." Pindling  chairs  the  Foreign  In- 
vestments Board  that  okayed  the  con- 
gressmen's purchase  of  Pierres  Island, 
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Pierres  Island,  near  Spanish  Wells 
Remote,  exposed  and  needing 
repairs.  Still,  lawmakers  stand 
to  double  their  money  quick  on 
the  small  Bahamas  cay. 


that  Seatrain  had  with  the  U.S.  Mari- 
time Administration. 

In  their  lobbying  campaign,  they 
got  lots  of  help  from  Mrazek.  A  provi- 
sion supporting  their  cause  was  made 
part  of  the  same  big  1987  appropria- 
tions act  that  helped  out  Chamber- 
lain. Pierres  investor  Burier  Derrick 
was  also  a  player  on  the  House  Rules 
Committee,  which  put  the  shipping 
issue  under  William  Lehman's  con- 
trol. Lehman,  the  powerful,  irascible 
chairman  of  the  House  Appropria- 
tions Subcommitee  on  Transporta- 
tion, was  a  key  player.  It  turns  out  he 
was  a  schoolmate  of  Bart  Chamber- 
lain's at  the  University  of  Alabama  in 
the  early  1930s.  Lehman  denies  any 
contact  with  Chamberlain  since  their 
school  days  and  denies  ever  having 
heard  of  Seatrain  or  the  Packs. 

It's  surprising  how  anonymous 
Bart  Chamberlain  seems  to  have  be- 
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and  which  is  now  considering  the 
resale  to  Brunning.  In  the  past  two 
sessions  of  Congress,  Feighan  has  in- 
troduced bills  that  would  have  crip- 
pled the  Bahamian  economy.  To  say 
the  least,  Feighan's  participation  in  a 
Bahamian  deal  looks  queer  at  a  time 
when  he  has  been  lambasting  that 
country's  government. 

Maybe  Pierres  Island  is  just  a  simple 
real  estate  deal,  as  Robert  Mrazek 
insists.  Then  again,  there  are  all  those 
coincidences.  ■■ 
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With  real  estate  still  depressed,  real  estate 
investment  trusts  have  begun  to  recover. 
Is  the  market  sending  a  signal? 

The  REIT  stuff 


By  Howard  Rudnitsky 

If  you  think  stock  market  prices  fore- 
tell the  future,  an  upturn  in  the  real 
estate  market  may  be  in  the  offing.  At 
least,  that's  what  the  recent  action  in 
the  real  estate  investment  trusts  seems 
to  be  predicting. 

In  the  three  years  through  last  No- 
vember, the  trusts  lost  nearly  30%  of 
their  market  value.  But  since  Novem- 
ber REIT  stocks  have  rebounded, 
climbing  nearly  20%.  And  some  of  the 
bigger  and  better-managed  trusts 
have  done  much  better  than  the  aver- 
age. New  Plan  Really  Trust  is  up  25%. 
MSA  Realty,  mgi  Properties,  irt  Prop- 
erty and  Federal  Realty  Investment 
Trust  were  up  from  30%  to  60%. 

Some  trusts  have  even  been  able  to 
attract  new  equity  at  a  reasonable 
cost.  In  a  private  placement  early  this 
year,  the  Netherlands  public  employ- 
ees pension  fund  paid  $76  million  for 
4  million  shares  from  New  Plan.  New 
Plan's  chief  executive,  William  New- 
man, wants  to  buy  sound  properties 
with  positive  cash  flow  from  overle- 
veraged  owners  who  are  forced  to  sell. 

Nationwide  Health  Properties  re- 


cently sold  2  million  shares  to  several 
institutional  investors  here  and  in  Eu- 
rope. Proceeds:  nearly  $40  million. 

reit  prices  seem  to  have  recovered 
primarily  because  many  REITs  were 
selling  at  fire-sale  prices,  and  because 
the  Federal  Reserve  has  been  easing 
interest  rates. 

Unlike  the  mortgage  REITs,  which 
invest  primarily  in  long-term  mort- 
gages, the  equity  REITs,  with  assets 
totaling  $15  billion,  own  and/or  run 
apartments,  shopping  centers,  office 
buildings  and  even  nursing  homes. 
With  about  $1  in  equity  for  every  $1 
in  debt,  most  equity  REITs  aren't  very 
leveraged.  Many  are  in  better  shape 
than  the  s&ls  and  banks. 

Why,  then,  have  one  out  of  three 
trusts  been  forced  to  cut  or  eliminate 
dividends  during  1990?  Anne  Meng- 
den,  who  tracks  REITs  at  New  York- 
based  institutional  real  estate  securi- 
ties manager  Cohen  &  Steers  Capital 
Management,  lays  part  of  the  blame 
on  the  banks,  which  sharply  curtailed 
lending  to  REITs  in  1990.  Faced  with 
having  to  curtail  property  expendi- 


Ten  real  estate  investment  trusts  to  watch 

REIT/main  property  type 

Mkt  cap* 
($mil) 

1991 
dividend 

Dividend 
coveraget 

Current 
NAVt 

Recent 
price 

Dividend 
yield 

American  Health  Properties/health  care 
Federal  Realty  Investment  Tr/retail 
MGI  Properties/apartments 
Nationwide  Health  Properties/health  care 
New  Plan  Realty  Tr/retail 

$371 
277 
102 
277 
746 

$2,49 
1.48 
0.80 
1.96 
1.12 

108% 
105 
156 
118 
98 

NA 
$19.75 
16.00 

NA 
13.00 

25 

16V8 

103/< 

21 

18'/8 

100% 

8.9 

7.4 

9.5 

5.9 

Pennsylvania  REIT/retail 
Santa  Anita  Realty  Enterprises/recreation 
Sizeler  Property  Investors/retail 
United  Dominion  Realty  Tr/apartments 
Weingarten  Realty  Investors/retail 

'Recent  price  times  number  of  shares  outst 
dividends.    JNAV:  Net  asset  value  per  share 
Sources:  Green  Street  Advisors,  Inc.;  Forbes. 

164 

272 

31 

1/9 

1.72 
2.08 
1.00 
1.24 
1.88 

98 
108 
128 
105 

113 

24.00 
30.75 
14.00 
15.25 
?3.75 

20 

243/8 

91/? 

153/s 

29'/? 

8.6 
8.5 
10.5 
8.1 
6.5 

and  -       tEstimated  1991  funds  fi 
NA:  Nut  available. 

en   operations  divided  by  recent 

tures  or  the  dividend,  many  cut  the 
dividend.  Mengden  hopes  that  banks 
will  start  to  lend  again  later  this  year. 

After  the  short-term  boost  provid- 
ed by  falling  interest  rates,  the  easiest 
money  in  REITs  has  already  been 
made.  But  shrewd  real  estate  analysts 
and  investors — like  Bruce  Garrison  of 
Garrison  Brothers,  Michael  Kirby,  a 
partner  at  Green  Street  Advisors,  an 
institutional  real  estate  research  firm, 
and  Martin  Cohen  of  Cohen  & 
Steers — think  a  select  group  of  equitv 
REITs  can  provide  total  returns  (divi- 
dends plus  capital  gains)  of  13%  to 
1 5%  a  year  over  the  next  several  years. 

Garrison  counsels  looking  for  vet- 
eran operators  that  have  thrived 
through  three  tough  real  estate  cycles 
in  the  past  18  years.  He  also  favors 
trusts  that  have  cut  dividends  by  sub- 
stantially more  than  their  cash  Hows 
have  dropped,  creating  a  comfortable 
cushion  to  protect  the  dividend 
against  further  erosion  of  cash  flows, 
which  most  property  analysts  expect. 

"Typically,  most  equity  REITs  paid 
out  98%  of  cash  flow  in  dividends," 
says  Garrison.  "Today,  they  have  re- 
tained cash  flow  of  about  12%;  we 
haven't  seen  that  level  since  the  late 
1970s."  Among  his  favorites,  Garri- 
son cites  Sizeler  Property  Investors, 
with  retained  cash  flow  of  nearly  30%; 
and  mc;i  Properties,  because  nearly 
half  of  its  rent  stream  comes  from 
apartments  and  because  he  feels  it's  a 
future  acquisition  candidate.  Adds 
Kirby:  "The  health  care  REITs  had  had 
retained  cash  flow  for  years.  Some, 
like  American  Health  and  Nationwide 
I  [ealth,  offer  very  attractive  returns." 

One  question  is  whether  the  big 
institutional  investors  who  have  been 
burned  investing  in  open  end  real 
estate  funds  in  the  past  few  years  will 
enter  the  market.  The  betting  is  they 
gradually  will,  lured  in  by  the  hope  of 
those  total  returns  of  up  to  1 5%  a  year. 

Note,  however,  that  only  .1  relative 
handful  of  equity  REITS  will  produce 
such  returns,  and  be  well  capitalized 
enough  to  provide  adequate  liquidity 
for  big  pension  fund  investors.  The 
institutional  buyers  tend  to  crowd 
into  a  half-dozen  or  so  of  the  large 
capitalized  REITS,  notably  New  Plan, 
Weinganen  Realty  Investors,  Federal 
Realty  Investment  Trust,  United  Do 
minion  Realty  Trusi  and  Nationwide 
Health  Properties.  BJJ1 
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Restructuring 

is  not  a  job  for 

novices. 


A  corporate  restructuring  is  sensitive  and 
complex,  and  if  mishandled,  the  value  of  the 
business  can  disintegrate. 

It  is  a  time  when  you  need  the  leading  restruc- 
turing specialist  at  your  side. ..the  one  that  more 
than  50  issuers  and  bondholder  committees 
retained  in  1990  to  restructure  capitalizations 
involving  over  $55  billion  of  debt  obligations. 

It  is  definitely  a  time  when  you  need 
Donaldson,  Lufkin  &  Jenrette. 

DLJ's  40  person  restructuring 
group  teams  senior  investment 
bankers,  bankruptcy  experts  and 
merger  and  acquisition  specialists 
with  Wall  Street's  most  respected 


DLJ 


high-yield  bond  department.  With  a  reputation 
for  superior  valuation  skills  and  credit  judgment, 
and  a  long  history  of  fairness  and  integrity, 
DLJ's  restructuring  group  negotiates  effectively 
to  construct  creative,  practical  and  long-term 
solutions  with  one  common  objective:  preserving 
maximum  value  for  everyone  and  apportioning 
it  fairly. 

Put  the  experience  of  the  leader  in  restructur- 
ings to  work  for  you.  No  firm  can 
serve  you  better.  Corporate  repre- 
sentatives please  call  Tony  James, 
Managing  Director;  creditors  call 
Norm  Brown,  Managing  Director, 
at  (212)  504-3000. 


The  Proven  Performer  in  Corporate  Restructuring 

Donaldson,  Lufkin  &  Jenrette  Securities  Corporation,  140  Broadway,  New  York,  NY  10005 
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Likening  the  stock  market  to  a  giant  poker  game,  Laszlo 
Birinyi  has  devised  a  technical  system  that  he  thinks 
helps  read  all  those  poker  faces  out  there. 


Follow 
the  money 


By  Thomas  Jaffe 


I  Laszlo  Birinyi  of 
5   Birinyi  Associates 
"I  read  the  ticker 
tape.  I  just  do  it  by 
computer.  It's 
not  much  different 
from  what  a 
great  trader  like 
Jesse  Livermore 
did  60  years  ago." 


In  his  junior  and  senior  years  at  the 
University  of  North  Carolina  in  1967 
and  1968,  Laszlo  Birinyi  says,  he  frit- 
tered away  much  of  his  time  playing 
poker  instead  of  hitting  the  books.  He 
doesn't  rue  the  hours  spent  at  the 
table,  however,  because  what  he 
learned  there  helped  prepare  him  for  a 
successful  career  on  Wall  Street. 

Birinyi,  who  sees  the  stock  market 
as  a  giant  poker  game,  was  for  ten 
years  the  manager  of  equity  market 
analysis  at  Salomon  Brothers.  Since 
1989  the  47-year-old  from  Lancaster, 
Pa.  has  been  on  his  own  with  Birinyi 
Associates,  Inc.,  a  small  New  York- 
based  consulting  firm  that  ells  mar- 
ket research  to  50-odd  customers 
such  as  Forstmann-Leff  and  Bankers 
Trust.  For  $  1 0,000  to  $75,000  a  year, 
depending  on  the  client,  Birinyi  pro- 
vides individual  stock  charts  and  re- 
search documents,  investment  strate- 
gy updates  and  what  he  calls  "hand- 


holding  services." 

Why  is  playing  the  stock  market  like 
playing  poker?  "When  I  was  a  trad- 
er," replies  Birinyi,  "I  found  that  the 
person  buying  a  stock  that's  going 
down  is  either  not  very  smart,  in 
which  case  the  market  will  be  very 
efficient  and  take  care  of  him  in  short 
order,  or  he's  smarter  than  everybody 
else  and  thinks  the  stock  is  about  to  go 
up.  It's  the  same  as  in  poker.  Some- 
times there's  a  guy  who  criticizes  ev 
erything.  The  beer's  too  warm;  the 
room's  too  smoky;  it's  late,  he  wants 
to  go  home;  whatever.  Meanwhile, 
this  guy's  still  putting  money  on  the 
table.  That's  the  fellow  who  probably 
has  got  a  really  good  hand." 

Birinyi  puzzled.  How  to  identify 
the  buyer  or  seller  with  the  hot  hand? 
How  to  know  whether  the  people 
selling  the  stock  are  acting  on  smart 
information  and  clear  insights  or 
dumb    information    and    foggy    in 


sights?  You  can  sometimes  tell  the 
hot-handed  poker  player  by  his  pre- 
tending to  want  to  go  home,  but  the 
market  players  aren't  sitting  across  a 
table  from  you.  The  other  players,  and 
there  are  tens  of  thousands  of  them, 
are  anonymous  and  invisible  to  you. 

But  Birinyi  thinks  that  the  invisible 
players  do  tip  their  hands.  He  has 
programmed  his  computer  so  it  tracks 
all  the  upticks  and  downticks  of  a 
given  stock  and  calculates  the  mone- 
tary value  of  the  trades  involved.  He 
wants  to  know:  Was  a  given  uptick  or 
downtick  done  on  big  volume  or  on 
small  volume?  Does  gm  go  down  an 
eighth  on  400  shares,  then  go  up  an 
eighth  on  11,000?  That  would  tell 
Birinyi  that  smart  money  is  flowing 
into  that  stock  and  that  it's  probably 
going  to  go  higher.  Although,  strictly 
speaking,  there  is  no  net  flow  of  mon- 
ey into  or  out  of  any  stock — every  buy 
is  accompanied  by  a  sell — Birinyi  de- 
scribes this  situation  as  a  positive 
money  flow. 

When  Birinyi  looks  at  most  big-cap 
stocks,  he  looks  for  block  trades  of 
10,000  or  more  shares  for  where  the 
smart  money  is  flowing.  However,  in 
the  case  of  a  market  index  such  as  the 
Dow,  he  is,  for  technical  reasons, 
more  interested  in  trades  of  less  than 
10,000  shares — those  made  by  spe- 
cialists, marketmakers  and  the  like. 

Birinyi  concedes  that  he's  simply 
following  in  the  footsteps  of  the  tape 
readers  of  old,  people  of  whom  it  was 
said  they  could  hold  the  ticker  tape  in 
their  hands  and  almost  feel  the  way 
stocks  were  headed  by  the  volume  and 
movement.  "I  read  the  ticker  tape," 
he  says.  "I  just  do  it  by  computer.  It's 
not  much  different  from  what  a  great 
trader  like  Jesse  Livermore  did  60 
years  ago." 

He  tells  a  Jesse  Livermore  story. 
The  great  speculator  of  the  1920s 
received  a  hot  tip  to  buy  Amalgamat 
ed  Sugar.  He  immediately  told  his 
broker  to  sell  10,000  shares.  The 
shares  were  snapped  up.  He  threw  in 
another  10,000  shares.  Snapped  up 
again.  Thereupon  Livermore  ordered 
Ins  broker  to  buy  30,000.  from  the 
way  the  market  grabbed  at  his  offer 
ings  he  sensed  the  market  was  greedy 
for  more,  so  he  decided  to  go  with  the 
buying  power. 

Birinyi  says:  "I  liken  myself  to 
someone  with  a  very  sophisticated  up 
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A  promise  not  to  tell  who  really  picked  out  the  prom  corsage. 


L  promise  to  keep  the  dreaded  Aunt  Edna  irom  checking  in  when  I'm  away  on  business. 


A  promise  to  make  things  easier  ior  you  than  they  were  for  me. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  ramilies  and  businesses  that  rely  on  us  can  keep  theirs. 


O1990  Massachusetts  Mutual  Lite  Insurance  Co   Spnngtield  MA  01111 


MassMutuaT 

We  help  you  keep  your  promises. 


In  a  world  where  v  md  tunnels  determine  automotive  style 
and  an  engine's  design  owes  as  much  to  accounting  as  it 
does  to  engineering,  consider  the  Jaguar  XJ-S.  Its  bold, 
powerful  stance  and  long,  sleek  hood  were  created  with 
one  goal:  to  stir  the  motoring  passions  of  its  driver. 

The  interior  of  the  S-type  is  designed  to  stir  some 
passions  as  well.  It  is  fitted  with  fine  supple  leather. 


BLENDING 


accented  by  color-coordinated  piping,  and  the  natura; 
beauty  of  highly  polished  burl  elm.  The  S-type  also  offers 
a  host  of  advanced  amenities,  such  as  computerized  cli-i 
mate  control,  a  seven-function  trip  computer  ;mcl  an  80- 
watt  stereo  sound  system. 

The  XJ-S  is  powered  by  Jaguar's  legendary  12-cylindei 
engine.  Jaguar  chose  V-12  power  because  u  generate? 
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A     N 
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nore  firing  impulses  per  revolution  than  a  six-  or  eight- 
ylinder  engine  and  therefore  runs  more  smoothly.  In  fact, 
t  idle,  you'll  want  to  check  the  tachometer  to  be  sure  it's 
unning.  Our  V-12  is  so  reliable,  racing  versions  powered 
aguar  to  1-2  victories  at  both  world  famous  24-hour 
ndurance  events  at  Daytona  and  LeMans  in  1990. 

Of  course  a  car  with  an  engine  as  impressive  as  the 
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Jaguar  V-12  must  also  have  brakes  and  suspension  that  are 
equally  impressive.  To  meet  this  challenge,  Jaguar  equips 
the  S-type  with  massive  four-wheel  anti-lock  disc  brakes 
and  a  fully  independent  suspension  system. 

We  invite  you  to  test  drive  the  Jaguar  XJ-S:  a  car  that 
stands  apart  from  the  motoring  crowd.  For  the  name  of 
your  nearest  dealer,  call  1-800-4-JAGUAR. 


^^^     JAGUAR 


THE  MONEY  MEN 


The  Dow  may 
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sheet  based  not  on  what's  being  said 
but  on  what's  actually  happening. 
Again,  it's  like  poker.  The  guy  to 
watch  is  the  one  who  says,  Oh  well, 
what  the  hell,  I've  gone  this  far,  why 
not;  and  sees  your  $10  and  raises  you 
$20.  The  money  flow — the  smart 
money — is  the  lead  indicator.  Prices 
follow  the  money." 

What  exactly  does  that  mean,  prices 
follow  the  money?  "Suppose  there's  a 
stock  that's  trading  down,"  he  ex- 
plains, "where  the  lower  prices  are 
being  determined  by  100-,  200-  or 
5 00 -share  trades.  Meanwhile,  the 
5,000-,  10,000-  or  20,000-share 
trades  are  bid  up,  say,  one-eighth. 
That  gets  my  attention.  It  tells  me 
someone  is  accumulating  the  stock." 

"Conversely,  if  100  shares  of  a 
stock  trade  up  one-eighth  and  then 
10,000  shares  of  that  stock  trade 
down  one-eighth,  on  the  surface 
there  has  been  no  change.  But  the  fact 
is,  the  buy  of  100  shares  has  been 
offset  by  the  sale  of  10,000.  I'm  not 
concerned  if  this  happens  once,  but  if 
it  happens  over  and  over  again,  that 
tells  me  somebody  is  selling  into 
strength.  If  you  own  that  stock,  it's 
not  a  trend  to  be  happy  with." 

Before  Salomon,  Biiinyi  worked  on 
Wall  Street  as  a  computer  consultant 
and  block  trader.  That's  when  he 
became  such  a  bug  on  data  "As  a 
trader,"  he  remembers,  "I  wasn't  sat- 
isfied with  the  information  tools  I  had 
at  my  disposal." 

He  reaches  for  a  booklet.  It  tracks 
the  Dow  industrials,  including  vol- 
ume, back  to  1915.  "Let's  say  you 


want  to  see  all  the  times  the  market 
went  up  10%  in  a  15 -day  period,"  he 
says.  "Here  they  are."  Or  his  chart 
showing  all  rallies  and  declines  of  10% 
or  more  back  to  1915.  Birinyi: 
"When  I  talk  about  what  happens  at 
turns,  it's  not  what  I  think  happened; 
it's  all  right  here." 

Birinyi  claims  he  foresaw  that 
stocks  would  rise  in  1991  when  so 
many  Cassandras  were  predicting  a 
selloff.  He  says  that  when  he  checked 
his  chart  for  the  Dow  industrials  in 
early  January,  not  long  before  the  air 
war  against  Iraq  began,  the  diver- 
gence he  saw  was  "beautiful." 

Birinyi:  "The  market  was  down; 
strategists  may  have  been  saying  sell; 
but  investors  were  saying  the  hell  with 
the  war,  we're  buying.  Look  at  IBM, 
one  of  the  monster  stocks  of  the  rally. 
In  early  January  it  traded  as  low  as 
105.  Why?  There'd  been  just  enough 
small  selling  to  drive  the  price  down. 
But  the  money  flow  was  heavily  on  the 
buy  side.  I  couldn't  have  told  you  the 
stock  was  going  to  140,  but  I  could 
say  it  was  going  higher." 

Even  Birinyi  won't  claim  that  mon- 
ey flow  is  an  infallible  indicator.  Take 
the  fall  of  1989,  when  it  didn't  warn 
that  the  proposed  L'AL  leveraged 
buyout  was  shaky;  the  deal's  collapse 
precipitated  a  vicious  market  decline. 
More  striking,  Birimi  admits  that  in 
Januar\r  of  1991  he  didn't  even  be- 
lieve his  own  work  at  first:  "I  told 
myself,  let's  see  what  happens  once  we 
start  bombing.  But  when  it  came  right 
down  to  it,  the  buy  signal  was  very 
dear.  The  market  really  does  know." 


As  for  Birinyi's  recent  stock  picks, 
they've  done  splendidly.  In  Decem- 
ber he  recommended  1 1  stocks  based 
on  money-flow  evaluations:  Apple 
Computer,  Bell  Adantic,  Compaq 
Computer,  Digital  Equipment,  East- 
man Kodak,  Grumman,  IBM,  Procter 
&  Gamble,  Time  Warner,  UAL  and 
Wells  Fargo.  (Exxon  was  added  in 
early  January.)  Since  Jan.  1  the  group 
has  risen  21%,  versus  only  a  12%  gain 
for  the  Dow. 

What  does  he  like  now?  He  says 
new  buy  ideas  are  few,  but  his  "weeds 
file"  is  growing.  The  weeds  are  stocks 
that  have  done  well  but  don't  look 
good  on  the  basis  of  money  flow.  This 
list  includes  Boeing  (recent  price 
49  y2),  Caterpillar  (543A),  Deere  & 
Co.  (517/8),  Dresser  Industries 
(26V4),  Halliburton  (523A),  Inger- 
soll-Rand  (513A),  MCI  Communica- 
tions (27%),  PepsiCo  (32J/2),  Safeco 
(39V4),  Scott  Paper  (443A),  Snap-on 
Tools  (31 LA),  Tambrands  (557/s), 
Toys  "R"  Us  (27%),  Union  Pacific 
(75 'A)  and  Woolworth  (335/s).  Since 
Jan.  16,  the  day  the  bombing  started, 
these  stocks  have  risen  anywhere  from 
around  10%  (Boeing  and  Snap-on)  to 
more  than  45%  (Ingersoll-Rand  and 
MCl).  Sooner  or  later,  according  to 
Birinyi,  they  won't  have  the  staying 
power  to  keep  pace  with  the  market. 

And  the  market  as  a  whole?  Are  the 
big  trades  on  the  upside  or  the  down- 
side? "It's  still  positive,"  says  Birinyi. 
"We're  in  a  bull  market;  no  question. 
The  semantics  of  why  that's  the  case 
don't  matter.  I'm  telling  my  clients  to 
buy."  And  what  if  there's  a  correc- 
tion? "My  advice  would  still  be  to 
buy.  Otherwise,  there  may  not  be 
much  of  an  opportunity  to  do  so.  The 
point  is,  even  if  prices  fall,  the  big 
blocks  are  still  on  the  buy  side." 

If  his  system  is  as  good  as  he  says  it 
is,  why  doesn't  Birinyi  manage  moil 
ey  instead  of  merely  advising  those 
who  do?  His  answer:  "Logistics,  legal 
hassles,  regulations.   Frankly,   I   just 
don't  want  to  get  involved  with  ad- 
ministration. I  don't  want  to  adopt  a 
lawyer."  Maybe,  too,  he  remembers 
what  happened  to  his  teacher  Jesse 
Livermore:   After   a    fabulously   sir 
ccsslul   career  trading  stocks  in   the 
1920s,  Livermore  went  broke  in  the 
1930s,  ending  his  lite  with  a  revolver 
in  the  men's  room  of  a  fancy  Manhat 
tan  hotel.  M 
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Veteran  analyst  Walter  Loeb  thinks  the  hot  retailing 
theme  in  the  1990s  will  be  the  home.  That's  why  he 
likes  Home  Depot,  Pier  1  and  Williams-Sonoma. 

Look  homeward 


By  Suzanne  L.  Oliver 

Many  of  the  most  spectacular  capital 
gains  in  the  last  16-plus  years  have 
been  booked  on  retail  stocks.  A 
$1,000  investment  made  in  late  1974 
in  Wal-Mart,  the  Limited,  or  Dillard 
Department  Stores  would  be  worth  at 
least  $114,000  today. 

Walter  Loeb,  a  retailer  turned  retail 
analyst  two  decades  ago,  has  been 
recommending  Wal-Mart  since  1974, 
Toys  "R"  Us  since  1979  (a  year  after 
it  emerged  from  bankruptcy),  and 
Limited  and  Dillard  since  1981.  For- 
tunes have  been  made  following  his 
advice.  No  surprise,  then,  that  when 
Loeb,  66,  retired  last  year  from  Mor- 
gan Stanley,  he  had  quite  a  following. 
He  continues  his  trade  today  as  pub- 


lisher of  the  Loeb  Retail  Letter,  which 
goes  out  to  250  subscribers  and  costs 
$300  per  year. 

Can  investors  still  make  money  on 
retail  stocks?  Loeb  keeps  in  his  shirt 
pocket  a  list  of  1 8  recently  bankrupted 
retailers,  to  remind  him  of  the  dan- 
gers. But  he's  generally  bullish  on  the 
industry.  He  still  likes  the  old  favor- 
ites— Limited,  Dillard,  Wal-Mart  and 
Toys  "R"  Us,  along  with  the  Gap  and 
Dayton  Hudson.  All,  he  explains, 
have  increased  their  profitability 
through  heavy  investment  in  comput- 
ers and  inventory  control  systems. 
"Retail  has  become  a  technologically 
driven  industry,"  Loeb  says.  Within 
60  days,  for  example,  Limited  is  able 


Retail  analyst  Walter  Loeb 

He  I  ikes  growth  and  he's  willing 

to  pay  for  it.  So  he'll  take 

Home  Depot,  even  at  38  times 

earnings. 


to  design  a  garment  in  the  U.S.,  man- 
ufacture it  in  Hong  Kong  and  have  it 
delivered  to  its  stores. 

Loeb  sees  another  theme  to  carry 
retail  stocks  upward  in  the  1990s:  the 
home.  "I  think  the  consumer  wants 
to  make  his  life  more  comfortable," 
says  Loeb  from  his  Broadway  office  six 
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Just-in-Time  in  Half  the  Time 

Applied  Metelligence  from 
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Investment  Casting  requires  about  88  hours  of 
elapsed  time.  This  schedule  just  does  not 
measure  up  to  today's  "Just-in- time"  production 

demands.  Enter  Applied  Metelligence  from 

< 

Fansteel/Escast. 

First,  work  flow  is  redesigned  to  reduce 

materials  handling. 

Second,  steps  are  implemented  to  reclaim  wax 

used  in  the  investment  casting  process. 

Third,  dies  are  rapidly  exchanged  to  reduce 

operator  and  machine  idle  time. 

etelligence 

0 

Fourth,  a  new  chemical  binder  is  used  to  reduce 
the  casting  drying  time  from  24  to  4  hours. 
The  results?  Work-in-process  time  is  halved, 
accounts  receivables  are  reduced  by  four  days 
and  daily  shipments  are  leveled. 
Applied  Metelligence  at  Fansteel/Escast 
means  "Just-in-time"  manufacturing  in  half 
the  time.  It's  just  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Escast  produces  investment  castings  and 
machinery  for  the  investment  casting 
industry.  The  company  currently  serves 
diverse  markets  including  automotive, 
industrial  hardware,  military  goods  and 
general  OEM  parts. 
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blocks  north  of  Macy's  in  New  York 
City,  where  he  started  out  in  the 
advertising  department  in  1951. 
Two-worker  families  move  less  and 
end  up  putting  more  money  into 
home  furnishings  and  home  improve- 
ment. A  cohort  of  aging  empty-nest- 
ers  will  do  the  same.  Hence,  Home 
Depot,  an  operator  of  huge  home 
improvement  stores,  is  a  Loeb  favor- 
ite, notwithstanding  that  it  is  already, 
at  a  recent  507/s,  trading  at  38  times 
earnings  and  100  times  its  initial  of- 
fering price  of  a  decade  ago. 

Another  company  the  veteran  ana- 
lyst likes  is  Pier  1  Imports,  which 
retails  rattan  furniture,  dishes  and 
kitchen  gadgets.  Once  part  of  Tandy 
Corp.,  Pier  1  has  had  disappointing 
earnings  lately  but  should  recover 
with  the  economy,  in  the  second  half 
of  this  year,  says  Loeb. 

J.C.  Penney,  too,  has  discovered 
home  fashions,  elevating  products 
such  as  towels  from  a  commodity  to  a 
style  item.  Loeb  expects  Penney's 
home  furnishings  revenues  to  grow 
77%,  to  $5.3  billion,  by  1996. 

Loeb  says  the  mail-order  business 
has  suffered  because  of  redundant 
product  offerings.  But  he  thinks  a  few 


Staying  home 

Company 

Revenues 

($bil) 

Revenues 

per 
square  foot 

Recent 
price 

Price/ 
earnings 

As  people 
remodel  and 
redecorate  their 
homes,  these 
companies 
should 

Home  Depot 
Lechters 
JC  Penney 
Pier  1  Imports 
Williams-Sonoma 

$3.8 
0.2 

17.4 
0.6 
0.3 

$288 
195 
128* 
145 
366* 

507/s 
21'/< 
55'/8 

253/4 

38 
16 
13 
14 
27 

benefit. 

'Excludes  catalog  sales. 

Sources:  Companies;  Montgomery  Securities. 


companies — again  in  home  furnish- 
ings— merit  attention,  among  them 
Williams-Sonoma  (Forbes,  Feb.  18) 
and  Lechters,  retailers  of  housewares. 
The  former  has  both  stores  and  five 
successful  catalogs.  Loeb  thinks  the 
flagship  Williams-Sonoma  catalog  is 
curing  itself  of  its  former  repetitive  - 
ness  in  products.  At  Lechters,  a  New 
Jersey-based  company  that  went  pub- 
lic in  1989,  earnings  have  risen  575% 
since  1985.  Its  stores  generate  $195 
per  square  foot  in  annual  sales. 

On  the  horizon,  Loeb  is  watching 
two  retailers  that  are  currently  private 
but  may  well  go  public  in  the  fairly 


near  future.  Crate  &  Barrel,  a  Chica- 
go-based chain  of  32  stores  (and  a 
catalog)  that  sells  china,  glassware  and 
fancy  culinary  equipment,  was  started 
in  1962  and  already  has  estimated 
sales  of  $150  million.  Founder  Gor- 
don Segal  considered  taking  the  com- 
pany public  in  1981;  Loeb  hopes  for 
an  initial  offering  within  the  next  two 
years.  The  other,  Boston-based  Do- 
main, sells  medium-  to  high-priced 
furniture.  Domain  got  venture  capital 
from  Bain  &  Co.,  Chemical  Bank  and 
Harvard  University.  Loeb  reckons 
these  financiers  may  be  eager  to  cash 
out  and  let  the  public  in.  WM 


America's  most  popular  cor 
t  newdirection.TheNP9800.  A  high-volume 
copying  system  with  walk-up  convenience. 

Consider  its  credentials.  83  copies  per  min- 
ute combined  with  a  5,100-sheet  paper  capacity, 
the  largest  in  the  industry.  As  well  as  fast 
document  handling,  finishing,  and  advanced 


copying  ] 

All,  in  an  innovative  design  that 

makes  the  NP9800  remarkably  easy  to  use. 

If  your  copy  problems  are  big,  the  NP9800 
is  your  solution.  To  find  out  more,  call  us  at 
1-800-OK-CANON. 
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UP  &  COMERS 


The  fate  of  Joseph  Kruy's  little  Cambex  Corp.  lies  ultimately 
with  IBM,  but  Kruy  has  ways  of  enhancing  his  destiny. 

Dancing  in  the 
shadow  of  the  giant 


ET 


By  Norm  Alster 

If  you  own  or  lease  an  ibm  main- 
frame computer,  Joseph  F.  Kruy 
wants  some  of  its  innards.  Kruy  will 
pay  you  cash,  lots  of  it,  if  you'll  ex- 
change your  original  issue  IBM  com- 
puter memory  boards  for  boards 
made  by  his  Cambex  Corp.  Give 
Kruy,  let's  say,  the  128 -megabyte 
memory  from  your  3090  IBM  main- 
frame, and  he  will  replace  it  with  an 
equivalent  amount  of  Cambex-made 
memory — and  he'll  throw  in  as  much 
as  SI 00,000  to  close  the  deal.  If  this 
sounds  like  the  height  of  commercial 
stupidity,  note  that  last  year  Cam- 
bex's  net  income  doubled  (to  S4  mil- 
lion, or  SI. 34  a  share  before  a  recent 
3-for-2  split)  and  revenues  surged  b\ 
50%  (to  S30  million). 

How  does  Cambex,  which  is  based 
in  Waltham,  Mass.,  do  it?  In  essence, 
Kruy  arbitrages  the  market  in  main- 
frame memory  boards.  He  does  so 
with  an  IBM-compatible  product  of 
his  own  making,  while  operating  un- 
der the  shelter  of  ibm's  pricing  um- 
brella. Here's  how  it  works: 

Industry  insiders  estimate  that 
IBM's  cost  of  manufacturing  a  main- 
frame memory  that  sells  for  S 500,000 
may  run  as  little  as  S50,000.  Operat- 
ing in  the  lee  of  such  markups,  Kruy 
can  afford  to  make  IBM-compatible 
boards  and  sell  them  at  a  sharp  dis- 
count to  IBM  prices  or  swap  them  for 
used  ibm  boards,  or  do  both.  If  he 
takes  ibm  boards  in  trade,  he  can  turn 
around  and  sell  or  lease  the  used  IBM 
boards,  which  are  always  in  demand 
with  IBM  customers.  A  128-megabvte 
memory  upgrade  that  IBM  sells  for 
S5 1 2,000  new  can  currently  be  resold 
in  the  secondary  market  for  S27?  000 
to  S300,000,  reports  Lawrence  I  rd- 
mann,  a  Westport,  Conn,  tradei 
used  ibm  memories. 
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On  the  other  side  of  the  trade  is  the 
Cambex  board.  Robert  Ferrara,  man- 
ager of  information  systems  at  Ray- 
theon Missile  Systems  (the  folks  who 
build  Patriot  missiles),  is  a  Cambex 
customer,  and  on  some  deals,  he  says, 
Cambex's  prices  are  "as  little  as  33%" 
of  an  ibm  upgrade.  In  one  type  of 
swap,  Kruy  might  give  a  customer 
SI 00,000  along  with  a  board  that 
costs  perhaps  SI 30,000  to  make.  In 
return,  he  gets  a  like  amount  of  IBM- 
made  memory  with  a  market  value  of 
around  S550,000.  He's  ahead  by 
S320,000 — and  he's  signed  up  a  new 
customer. 

Don't  the  leasing  companies  that 
usually  own  the  mainframes  want 
their  ibm  boards  in  place  when  the 
machines  come  off  lease?  Often  they 
do.  So  Kruy  buys  ibm  boards  and 
promises  to  reinstall  them  at  the  end 
of  a  machine's  lease.  He  can  afford  to 
do  this  because  the  price  of  memory 
has  dropped  sharply  every  year  since 
the  computer  was  invented. 

Kruy,  who  is  59  and  speaks  with  a 
thick  Middle  European  accent, 
earned  an  electrical  engineering  de- 
gree in  Hungary  before  immigrating 
to  America  when  Soviet  tanks  rum- 
bled into  his  native  country  in  1956. 
He  spent  ten  years  in  various  research 
and  engineering  positions  at  Hon- 
eywell Information  Systems.  In  1968 
Kruy,  a  fellow  Honeyweller  and  a 
venture  capitalist  started  Cambex. 

Like  Storage  Technology  and 
many  other  producers  of  iBM-plug- 
compatible  hardware,  Kruy's  little 
company  quickly  thrived,  went  public 
(in  1972)  on  the  strength  of  its  early 
success  and  then  ran  into  trouble. 
These  companies  live  at  IBM's  caprice. 
After  the  government's  antitrust  case 
against  IBM  was  dropped  in  1982,  says 


Joseph  F.  Kruy, 
chairman  of 
Cambex  Corp. 
"When  you 
compete  with 
IBM,  you  go 
to  bed  with 
your  clothes 
on." 


Kruy,  IBM  began  to  price  more  aggres- 
sively in  mainframe  memory.  By  1986 
Cambex  was  drowning  in  red  ink. 

Fortunately,  Cambex  was  in  a  tech- 
nology with  a  future.  In  the  mid- 
1980s  IBM  began  encouraging  cus- 
tomers to  expand  their  semiconduc- 
tor memory — the  type  Cambex 
sells — in  its  largest  computers.  Semi- 
conductor memory  retrieves  data 
more  swiftly  than  do  disk  drives.  This 
speed  is  especially  important  in  "on-, 
line  transaction  processing,"  where, 
for  example,  computers  instanta- 
neously update  automated  teller  ac- 
counts or  respond  to  credit  card  in- 
quiries. On-line  applications  continue 
to  grow  much  faster  than  traditional 
mainframe  "batch"  processing  jobs 
like  payroll  and  accounting. 

Once  IBM  began  encouraging  its 
customers  to  add  semiconductor 
memory  and  charged  them  steep  mar 
gins  to  do  so,  Cambex  was  on  its  way 
again.  Since  1987  the  red  ink  has 
turned  blacker  and  blacker,  mk\  the 
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company's  stock  has  surged.  Trading 
recently  at  I3V2,  the  stock  has  appre- 
ciated 20-fold  off  its  lows  within  the 
last  two  years.  At  that  price  Cambex 
(Kruy  owns  20%)  is  worth  $60  mil- 
lion, 15  times  last  year's  earnings.  Yet 
Kruy  and  the  handful  of  securities 
analysts  who  keep  up  with  Cambex 
think  there's  still  plenty  of  growth  left 
in  the  company. 

Why,  then,  the  relatively  modest 
market  valuation  for  a  company  with 
such  a  bright  horizon?  The  answer,  in 
three  letters:  IBM. 

IBM  will  tolerate  squatters  under  its 
gross  margins  umbrella  for  only  so 
long.  Over  the  years,  companies  that 
have  profited  from  IBM's  premium 
pricing  have  learned  that  IBM  has  ways 
to  spoil  the  fun:  It  sometimes  col- 
lapses the  umbrella  with  sudden  price 
cuts;  it  introduces  hard-to-match 
technology  changes;  or  it  rolls  out 
the  heavy  legal  artillery  to  evict  the 
interlopers. 

In  February  IBM   and  its  leasing 


subsidiary,  IBM  Credit  Corp.,  filed  suit 
against  Cambex  (and  against  EMC 
Corp.,  which  also  makes  IBM-compat- 
ible memories  and  was  started  by 
former  Cambex  employees).  In  pa- 
pers filed  in  U.S.  District  Court  in 
Boston,  IBM  charged  Cambex  with 
illegally  removing  memory  boards 
from  its  leased  mainframes,  and  then 
selling  or  leasing  the  boards  in  com- 
petition with  the  boards'  legal  owner, 
IBM  Credit.  Kruy's  defense:  Cambex 
offers  to  restore  the  original  amount 
of  IBM  memory  to  IBM  Credit's  main- 
frames as  they  come  off  lease.  Not 
good  enough,  retorted  IBM,  which 
insisted  that  Cambex  restore  the  ma- 
chines' original  parts,  with  the  same 
serial  numbers.  This,  of  course,  was  a 
problem  for  Cambex  because  once 
Kruy  took  an  IBM  board  in  trade,  he 
resold  or  leased  it;  trying  to  repur- 
chase memory  boards  and  rematch 
them  with  their  original  mainframes 
would  be  tremendously  complex  and 
expensive — which  was  no  doubt  the 


strategic  point  of  ibm's  suit. 

On  Mar.  5  ibm  and  Cambex  settled 
their  dispute  out  of  court.  Cambex 
will  pay  $5.88  million  to  ibm  for  ibm- 
made  memories.  Cambex  also  agreed 
not  to  sell  or  sublease  parts  belonging 
to  IBM  Credit  without  prior  written 
approval. 

The  settlement  looks  far  worse  than 
it  really  is  for  Cambex.  Just  6%  of 
Cambex's  revenues  is  accounted  for 
by  customers  who  lease  their  main- 
frames from  ibm  Credit.  The  rest  ei- 
ther own  their  machines  or  lease  them 
from  Comdisco,  Meridian  Technol- 
ogy Leasing  Services  and  other  leas- 
ing companies,  none  of  which  has  yet 
objected  to  Kruy's  business.  So  the 
cost  to  Cambex  of  the  IBM  suit  is 
essentially  the  cash  settlement,  which 
will  be  paid  out  of  the  $14  million  in 
cash  and  equivalents  that  Kruy  has 
squirreled  away. 

For  Kruy,  the  settlement  removes 
the  black  cloud  that  has  obscured 
Cambex's  otherwise  bright  prospects. 
Demand  for  off-price  memory  is  likely 
to  intensify  as  customers,  faced  with 
mounting  software  and  service  bills, 
look  increasingly  to  hardware  for  dis- 
counts. With  a  low  cost  structure 
(Cambex  generates  $220,000  per 
employee  versus  ibm's  $185,000), 
Kruy  can  continue  to  price  aggressive- 
ly. And  he  has  barely  begun  to  tap  the 
potential  in  overseas  markets.  Every 
ibm  customer  is  a  potential  Cambex 
customer,  and  IBM  now  derives  more 
than  60%  of  its  revenues  outside  the 
U.S.  For  Cambex,  international  busi- 
ness is  now  less  than  10%  of  revenues, 
and  Kruy  thinks  he  can  bump  that 
number  to  40%  within  three  years. 

Through  aggressive  pricing  or 
technological  innovation,  IBM  could, 
of  course,  snuff  out  Cambex  over- 
night, as  it  nearly  did  almost  a  decade 
ago.  "When  you  compete  with  IBM," 
says  Kruy,  "you  go  to  bed  with  your 
clothes  on."  To  enhance,  if  not  con- 
trol, Cambex's  destiny,  Kruy  spends 
heavily  on  after- sales  support  pro- 
grams, such  as  a  monthly  diagnostic 
test  of  his  customers'  mainframes' 
memories,  and  on  development  of 
new  memory  products.  "You  try  to 
give  customers  that  warm  and  fuzzy 
feeling  that  you'll  be  there  with  each 
new  product  generation,"  says  Kruy. 
That's  good  advice  no  matter  how  big 
your  competitor  is.  tM 
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Carlyle  Group,  Washington's  ambitious  little  merchant 
bank,  has  capital,  contacts  and  an  uninspiring  record. 

If  at  Hirst  you 
don't  succeed . . . 


By  Marcia  Berss 

Thk  Carlyle  Group,  a  little-known 
merchant  bank  based  in  Washington, 
D.C.,  recently  left  First  Boston  and 
Salomon  Brothers  gnashing  their  col- 
lective teeth.  When  Prince  Alwaleed 
Bin  Talal  decided  to  take  a  major  stake 
in  Citicorp,  America's  largest  bank,  in 
February,  Carlyle  beat  out  the  Wall 
Street  giants  to  represent  the  Saudi 
billionaire.  Carlyle  Group  had  never 
done  a  bank  deal  before,  but  collected 


a  seven-figure  fee  on  the  S590  million 
transaction. 

Carlyle's  credentials  are  strong  in 
politics  but  unproven  in  finance.  Its 
political  connections  landed  it  Alwa- 
leed's  business.  Through  his  San 
Francisco  lawyer,  Prince  Alwaleed 
was  introduced  to  Frederic  Malek,  a 
former  Washington  insider  turned 
dealster,  who  soon  hooked  the  Saudi 
as  a  Carlvle  client.  A  member  of  the 


Nixon  administration,  Malek  is  also 
close  to  President  Bush,  claiming  to 
talk  with  the  President  several  times  a 
week.  Once  an  executive  with  hotel 
firm  Marriott  Corp.,  Malek  splits  his 
time  between  Carlyle,  where  he's  se- 
nior adviser,  and  the  heavily  indebted 
Northwest  Airlines,  where  he  is  a 
major  investor  in  that  carrier's  $3.7 
billion  leveraged  buyout. 

Carlyle  has  other  partners  with 
strong  Washington  connections. 
Thev  include  Frank  Carlucci,  Secre- 
tary of  Defense  from  1987  to  1988, 
and  David  Rubenstein,  who  was  a  top 
aide  to  former  President  Jimmy  Car- 
ter. Among  its  chief  investors,  Carlyle 
counts  Pittsburgh's  Mellon  family, 
which  owns  20%  of  the  firm. 

For  all  its  connections,  however, 
Carlyle  Group  has  so  far  compiled  an 
uninspiring  record  of  deals.  In  1987 
Carlyle  tried  to  do  a  leveraged  buyout 
of  restaurant  chain  Chi-Chi's,  and 
hired  Drexel  Burnham  Lambert  to 
represent  it.  Unbeknownst  to  Carlyle, 
Drexel  was  also  representing  two  oth- 


Fred  Malek,  Frank  Carlucci  and  David  Rub        n  of  the  Carlyle  Group 

Political  clout  helped  when  Carlyie  was  putting  together  its  buyout  of  Coldwell  Banker  Commercial. 
A  reluctant  banker  at  Sumitomo  B       was  called  off  the  deal  after  Ex-Secretary  of  Defense 
Carlucci  lobbied  the  Japanese  erne     jy. 
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er  bidders.  Chi-Chi's  went  to  Food- 
maker,  and  Carlyle  had  to  be  content 
with  a  $2.8  million  profit  on  Chi- 
Chi's  stock  it  owned. 

In  1988  Carlyle  pursued  defense 
firm  Fairchild  Industries  in  partner- 
ship with  Banner  Industries.  It  lost 
this  one,  too,  double-crossed  when 
Banner  made  its  own  bid,  but  again 
made  money — nearly  $8  million — on 
its  stock. 

Carlyle's  first  major  purchase  was 
Coldwell  Banker  Commercial,  the 
U.S.'  biggest  commercial  real  estate 
broker.  Carlyle  bought  it  from  Sears, 
Roebuck  &  Co.  in  April  1989.  Car- 
lyle's price,  $320  million,  was  overly 
generous,  even  in  a  then-strong  real 
estate  market;  it  was  about  $50  mil- 
lion more  than  William  Simon  bid. 
Carlyle's  partners  in  the  deal  are  Japa- 
nese investors  led  by  Sumitomo  Bank. 
The  Japanese  were  supposed  to  keep 
pouring  money  into  U.S.  real  estate. 
But  that  hasn't  been  the  case,  and 
Coldwell's  $20  million  cash  flow 
from  operations  did  not  cover  its  $22 
million  cash  interest  expense  for  the 
first  nine  months  of  1990.  The  acqui- 
sition was  recently  refinanced,  but 
even  so  Carlyle  probably  sits  with  a 


$100  million  paper  loss  on  this  deal. 

Carlyle's  biggest  acquisition  to  date 
is  $1.1  billion  (sales)  Catcrair,  the 
nation's  largest  airline  catering  com- 
pany. Carlyle  bought  the  food  outfit 
from  Fred  Malek's  old  employer, 
Marriott  Corp.,  for  $572  million  in 
December  1989.  In  January  Cater- 
air's  second-largest  customer,  Pan 
Am,  filed  for  bankruptcy;  Caterair 
now  has  a  $7.5  million  receivable  due 
from  that  airline,  and  another  $6.2 
million  that  probably  won't  be  col- 
lected from  Continental  Airlines,  also 
broke.  Another  big  customer,  TWA,  is 
limping  along  and  yet  another, 
Northwest,  was  in  Washington  in 
February  pleading  for  federal  aid. 

Maybe  the  rich  Saudi  client  will 
bring  Carlyle  better  luck.  "Our  real 
interest  is  doing  deals,"  says  David 
Rubenstein.  "[The  prince]  wants  to 
invest  more  heavily  in  the  U.S.  We 
want  to  invest  side -by- side  with  him." 
Maybe  the  prince,  impressed  with  the 
success  of  U.S.  arms  in  the  Gulf,  will 
want  to  get  into  some  defense  busi- 
nesses with  Carlyle,  aided  by  Frank 
Carlucci's  contacts.  Right  now  Car- 
lyle is  sitting  with  9.5%  of  stock  in 
Harsco  Corp.,  which  makes  military 


vehicles  and  industrial  goods.  But 
Carlyle  hasn't  been  able  to  find  a 
partner  for  a  takeover  of  the  Pennsyl- 
vania company.  Despite  the  roaring 
stock  market,  Carlyle  is  barely  above 
water  on  its  $63  million  Harsco  in- 
vestment. Carlyle  also  owns  a  piece  of 
the  old  Ford  aerospace  business,  a 
defense  services  firm  bought  for  $130 
million  last  October.  Carlucci  is  try- 
ing to  drum  up  business  for  the  outfit. 

Maybe  the  Saudi  would  be  interest- 
ed in  hotels.  Fred  Malek,  citing  his 
Marriott  credentials,  is  pushing  indi- 
vidual hotel  properties.  "They're  sell- 
ing at  less  than  replacement  value,  and 
good  ones  are  owned  by  financial 
institutions,  people  who  don't  want 
them,"  says  Malek. 

But  it  remains  for  Carlyle  to  prove  it 
can  translate  its  political  connections 
into  smart  business  deals.  "I  was  in- 
trigued by  a  merchant  bank  based  in 
Washington,  D.C.,"  says  Arthur  Mil- 
tenberger,  chief  investment  officer  of 
the  $815  million  (assets)  Mellon 
Foundation,  explaining  why  Mellon 
took  a  piece  of  Carlyle.  "Foreigners 
have  to  come  to  Washington." 

But  not  necessarily  for  money  or 
financial  advice.  WM 


Will] 

[yjTTT 

1  J^ 

[Tit 

1 

1.  The  first  mass-produced, 
mass -marketed  PC 

2.  The  first  portable  PC 

3.  The  first  laptop  PC 

4.  The  first  highly- integrated 
PC  compatible  with 
software  included 

5.  The  first  MicroChannel™ 
compatible  PC 

6.  The  first  handwriting 
recognition  pad 

7.  The  first  PC  mini-towers 

8.  The  first  home 

PC  compatible  with 
integrated  hardware 
and  software 

Micro  Channel /TM  IBM  Corp 


THE  LARGER  CONTEXT 


To  grasp  the  full  miraculous  measure  of  the  U.S.  victory 

in  the  Gulf  you  have  to  go  back  and  read  Shakespeare's  Henry  V. 


Miracle  in 
the  desert 


Philosopher,  journalist  and  ex-U.S. 
ambassador  Michael  Novak  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington.  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


From  the  beginning,  the  United 
States  of  America  has  benefited  from 
more  than  its  share  of  miracles.  Twice 
in  The  Federalist  (1789),  Madison 
and  Hamilton  recall  tangible  signs  of 
Providential  intervention  on  behalf 
of  this  Republic.  On  the  Great  Seal  of 
the  U.S.  our  founders  signaled  this  in 
an  inscription  from  Virgil:  Annitit 
coeptis,  "Providence  smiles  upon  our 
undertakings." 

Seldom  more  so  than  in  the  last 
week  of  February  1991,  when  U.S. 
forces  leading  the  Great  Coalition 
threw  half  a  million  soldiers  against 
deeply  entrenched  Iraqis,  and  in 
four  days  emerged  triumphant  at  the 


cost  of  but  29  Americans  killed  in 
the  assault. 

There's  been  nothing  like  it  since 
the  Battle  of  Agincourt  in  1415. 
Remember  your  Shakespeare?  At 
Agincourt,  Henry  V\s  tiny  "band  of 
brothers,"  wearied  by  hard  marching 
in  heavy  rains,  awaited  massacre  by  a 
French  army  ten  times  its  size.  And 
yet,  miraculously,  at  the  end  of  that 
day  the  furious  French  assault  lay 
broken,  with  1,500  prisoners  taken 
and  10,000  dead.  "Where  is  the  num- 
ber of  our  English  dead?"  asked  Hen- 
ry then,  and  from  the  list  he  read: 

Edward  the  Duke  of  York,  the 
Earl  of  Suffolk,  Sir  Richard  Ketly, 
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Davy  Gam,  esquire:  None  else  of 
name;  and  of  all  other  men  but  five 
and  twenty.  O  God,  thy  arm  was 
here! .  .  .  Was  ever  known  so  great 
and  little  loss  on  one  part  and  on 
th'  other?  Take  it,  God,  for  it  is 
none  but  thine! 

I  have  seen  Kenneth  Branagh's 
production  of  Henry  Ffour  times.  It 
prepared  me  for  what  was  to  happen 
in  Kuwait. 

Like  Bush,  Henry  V  was  mocked  by 
his  foes  as  too  weak  and  soft  to  fight. 
Like  Bush  from  Aug.  2  until  Mar.  2, 
Henry  V  grew  in  purpose  and  in 
stature  from  the  first  moments  of  his 
expedition  until  its  bloody  climax. 
Like  Bush,  Henry  V  was  fond  of  terms 
like  "kind"  and  "gentle,"  but  fiercely 
resolute  for  vindication  of  the  right. 
Like  Bush,  before  the  battle  Henry  V 
prayed  mightily — knowing  well  the 
probability  of  slaughter,  massacre  and 
abject  failure. 

"It'll  be  brutal  and  costly,"  Senator 
Edward  Kennedy  said  in  the  debate 
before  the  opening  air  attack  of  Jan. 
16.  "The  45,000  body  bags  the  Pen- 
tagon has  sent  to  the  region  are  all  the 
evidence  we  need  of  the  high  price  in 
lives  and  blood  that  we  will  have  to 


bear."  The  very  night  before  the 
launching  of  the  ground  war,  x  sea- 
soned New  York  editor  told  me  at  a 
party  in  Washington:  "In  two  days  we 
will  know  whether  this  Administra- 
tion has  destroyed  itself.  In  war  so 
many  things  go  wrong." 

The  performance  by  George  Bush 
was  one  of  the  greatest  in  the  history 
of  the  U.S.  presidency.  Last  August, 
while  many  were  still  debating  wheth- 
er Bush  should  send  troops  to  Saudi 
Arabia,  he  had  troops  already  there. 
George  Bush  sized  up  Saddam  Hus- 
sein almost  instantly.  Then  slowly, 
ever  so  slowly,  he  persuaded  the  rest 
of  the  world  to  see  reality  as  he  did. 

Moiling,  muddling  and  malaise  on 
domestic  policy  have  not  been  un- 
known to  this  Administration.  But 
not  in  this  case,  not  during  these 
seven  months.  George  Bush,  it  seems, 
was  born  for  this  campaign.  One  saw 
anew  the  essential  character  of  the 
17-year-old  who  had  enlisted  in  naval 
aviation  in  World  War  II,  had  come 
near  death,  survived.  One  saw  ex- 
posed again  the  long-experienced 
Congressman,  head  of  the  cia, 
Ambassador  to  the  U.N.  and  White 
House  participant  in  both  the  Grena- 


da and  Panama  operations.  The  Presi- 
dent put  all  his  skills  together. 

The  nation  may  well  thank  God  for 
the  President's  inspired  leadership. 
Also  for  the  team  the  President  put 
together:  For  the  reassuring  figure  of 
Dick  Cheney  at  Defense;  for  the  stra- 
tegic sense  of  General  Colin  Powell; 
for  "Stormin'  Norman"  Schwarz- 
kopf, who  executed  the  final  "Hail, 
Mary"  offensive  thrust;  and — most 
unsung  of  all — for  Iowa's  General 
"Chuck"  Horner,  who  mastermind- 
ed a  brilliant  air  campaign.  Above  all 
though,  this  nation  owes  thanks  to 
God,  as  England  did  under  Henry  V: 

And  be  it  death  proclaimed 
through  our  host  to  boast  of  this,  or 
take  that  praise  from  God  which 
is  his  only. 

George  Gallup  Jr.  has  reported 
that  110  million  American  adults 
went  to  church  in  the  last  week  of 
January,  a  number  unsurpassed  in  25 
years.  Gallup  says  that  57%  reported 
praying  twice  or  more  a  day,  and 
"more  intensely."  God  gave  us  our 
"St.  Crispin's  Day,"  and  we  should 
thank  Him  for  it.  That  will  strength- 
en us  for  generations  hence,  when 
dark  times  arise  again.  WM 
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Environmentalists  are  showing  the  market 

new  respect.  Are  they  serious? 

Or  is  this  just  astute  public  relations? 

Shaking  the 
invisible  hand 


By  William  Tucker 

Has  someone  been  sneaking  copies 
of  Milton  and  Rose  Friedman's  Free  to 
Choose  into  the  offices  of  environmen- 
tal activists? 

When  confronted  with  a  substance 
or  activity  they  don't  like,  most  envi- 
ronmentalists, knee-jerk  fashion,  try 
to  pass  a  law  against  it.  But  what's  this? 
In  February  the  left-leaning,  Washing- 
ton, D.C. -based  Worldwatch  Insti- 
tute proposed  not  a  ban  but  taxes  on 
eight  common  pollutants,  including  a 
carbon  tax  to  deal  with  the  "green- 
house gases"  that  environmentalist 
groups  assert  are  warming  the  earth's 
climate.  Worldwatch  was  talking  free 
market  religion? 

The  proposed  tax  would  be  worked 
into  the  prices  of  all  carbon-based 
goods — from  electricity  to  gasoline  to 
polyester  shirts.  You  want  to  pollute? 
Okay,  you  pay  for  it.  If  you  don't  want 
to  pay,  then  you  switch  to  other 
goods  whose  production  doesn't 
cause  as  much  pollution.  Presumably 
enough  people  will  switch  to  signifi- 
cantly lower  the  level  of  pollution — 


and  without  banning  anything. 

The  Congressional  Budget  Office 
has  estimated  that  a  tax  of  $100  per 
ton  of  carbon  paid  by  the  producer  or 
importer  would  raise  the  price  of  gas- 
oline 30  cents  per  gallon  at  the  pump. 
That  would  certainly  encourage  con- 
servation. The  largest  impact  of  such  a 
tax  would  be  on  coal,  which  is  used  to 
produce  55%  of  our  electricity  and 
emits  21%  more  carbon  dioxide  per 
unit  of  energy  than  oil  and  75%  more 
than  natural  gas.  The  proposed  $100- 
per-ton  carbon  tax  would  increase 
utility  bills  an  average  of  25%  and  give 
people  an  incentive  to  switch  to  clean- 
er fuels. 

General  Motors  has  expressed  a 
strong  preference  for  a  carbon  tax  over 
regulations  such  as  the  Corporate  Av- 
erage Fuel  Economy  (cafe).  General 
Motors  Vice  President  and  Chief 
Economist  George  C.  Eads  thinks  that 
if  the  government  must  act  a  broadly 
based  energy  tax  is  both  fairer  and 
easier  to  administer  than  most  alterna- 
tive energy  proposals.  Last  year  Eads 


told  the  Energy  Department  that 
higher  gasoline  taxes  affect  "only  one 
form  of  energy  use,"  and  federal  fuel 
consumption  mandates  represent 
"relatively  ineffective  and  highly  dis- 
ruptive regulatory  programs." 

There  is  a  supply-side  twist  to  the 
Worldwatch  proposal,  too.  It  pro- 
poses cutting  federal  income  taxes 
30%  a  year,  using  billions  a  year  in 
revenues  from  the  carbon  tax  to  re- 
place the  revenues  lost  through  the 
income  tax  cut.  "There's  no  real  so- 
cial purpose  served  by  taxing  in- 
comes," says  Worldwatch  Vice  Presi- 
dent Sandra  Postel.  "We  should  tax 
things  we  don't  want,  and  leave  un- 
taxed things  we  do  want.  We  want 
people  to  work.  We  don't  want  more 
carbon  dioxide  in  the  atmosphere." 

This  use  of  price  and  taxes  to  cut 
pollution  has  been  tried  in  other 
countries,  with  notable  success.  Last 
year,  for  example,  Singapore  used  an 
auction  system  to  reduce  sharply  its 
production  of  chlorofluorocarbon 
(cfc)  gases,  which  some  people  be- 
lieve to  be  threatening  the  earth's 
ozone  layer.  In  effect,  if  a  company 
wanted  to  produce  the  gases,  it  had  to 
buy  the  right  to  do  so. 

In  raising  the  cost  of  using  the 
supposedly  harmful  gases,  the  new  tax 
gave  businesses  a  strong  incentive  to 
find  ways  to  reduce  their  use.  "Initial- 
ly companies  bid  $4,000  per  ton  for 
the  right  to  release  CFCs  because  they 
didn't  know  how  easy  it  would  be  to 
reduce  [cfc  emissions],"  reports  Jo 
Kwong,  assistant  professor  at  George 
Mason  University  in  Fairfax,  Va.  "But 
the  price  quickly  fell  to  $500  per  ton, 
as  companies  found  it  was  much  easier 
than  expected.  Some  found  they 
could  control  emissions, 
and  others  just  made  cheap 
substitutions." 

In  the  last  year  Finland, 
the  Netherlands  and  Swe- 
den have  implemented  car 
bon  taxes.  There  is  talk  of 
imposing   a    Europe-wide 
tax  on  carbons  when  the 
European        Community 
countries  unite  next  year. 
Have  America's  environ 
mental  activists  really  conic 
to  prefer  the  invisible  hand 
of  the  market  to  the  <\^.\<\ 
hand  of  bureaucratic  com- 
mand? Peter  Emerson,  Be 
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Medical  studies  reveal. . . 


The  earlier  you  use  Rogaine, 

the  better  your 
chances  of  growing  hair. 


r     1 


Rogaine  is  the  only  product  ever 
proven  to  grow  hair.  And  studies 
show  that  using  it  at  the  first  signs 
of  hair  loss  gives  you  the  best 
chance  that  it  will  grow  hair  for  you. 

What  are  the  early  warning 

Signs  Of  losing  hair?  ^  "!fy  hairs  completely  filled  in.  /, 

°  *»  It  was  amazing!  Early  treatment . . 

Everyone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
normal.  If  you're  losing  more  than  100  hairs  a  day  without 

normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 
Two  million  men  worldwide 

7  may  not  have  grown  any  hair      have  tri^d  Rogaitie .  In  yearlong 

after  6  months,  but  most  of  my      clinical  tests  conducted  by  derma- 

—LuisSUva,  20  nationwide,  virtually  half  (48%) 

of  the  men  who  tried  Rogaine  saw 

at  least  moderate  hair  regrowth. 

Thirty-six  percent  had  minimal 

regrowth  and  the  rest  (16%)  had 

no  regroWth. 

Doctors  also  found  that  it  usu- 
ally takes  4  months  or  more 
before  you  can  begin  to  evaluate 
your  use  of  Rogaine.  Side  effects 
were  minimal:  only  5%  of  the  men 
tested  had  itching  of  the  scalp. 


started  growing  in  under  2  months, 
.it  works!" — Jim  Wilets,  30 


Will  Rogaine  work  for  you? 

Only  your  dermatologist  or 
family  doctor  can  tell  you,  so  see 
one  soon.  The  sooner  you  get  your 
prescription  for  Rogaine  (which  is 
now  available  in  an  economical 
3-pack),  the  sooner  you  could  be 
growing  hair. 

For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below. 

Send  in  the  coupon  or  call 

1800  772-0033  ext  691 

for  your  $10  certificate.  Soon. 


Fill  this  in  now.  Then,  start  to  fill  in  your  hair  loss. 

Mr.  Keith  Barton,  The  Upjohn  Company 

PO  Box  9040,  Opa  Locka,  Florida  33054-9944 

Dear  Mr.  Barton: 

Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 

hair  loss  with  Rogaine.  And  just  to  make  sure  I  don't  forget  to  go  to  my 

doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 

help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor. 

Thanks. 

Name 


Address. 


City/State/Zip. 
Phone 


-Age. 


"The  first  time  I  saw  hair  growing 
was  at  about  8  months.  I  hadn't 
lost  much. .  .but  I'm  not  taking  any 
chances." — Tony  Vila 


Upjohn 


DERMATOLOGY 
DIVISION 
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For  a  summary  of  product  information,  see  adjoining  page. 


Rogaine 

Suton    *-*minoxidil  2% 

The  only  product  proven  to  grow  hair. 


Ro^aine 


The  only  product 
proven  to  grow  hair. 

Wkat  it  MCAIK? 

ROGAINE  Topical  Solution  discovered  and  made  by  The  Upiohn  Company  is  a  standardized  topical  (tor  use  only  on  the  skin) 
prescription  medication  proved  effective  lor  the  long-term  treatment  of  male  pattern  baldness  ot  the  crown 

ROGAINE  is  the  only  topical  solution  ot  minoxidil  Minoxidil  m  tablet  lorm  has  been  used  since  1980  to  lower  blood  pressure 
The  use  ot  minoxidil  tablets  is  limited  to  treatment  ot  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  m 
tablet  lorm  is  used  to  lower  blood  pressure  certain  eflects  that  ment  your  attention  may  occur  These  effects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  ot  absorption  ot  minoxidil  much  lower  than  that  ot  persons 
being  treated  with  minoxidil  tablets  tor  high  blood  pressure  Therefore  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  ettects  associated  with  minoxidil  tablets  is  very  small  In  fact  none  ot  these  effects  has  been  directly 
attributed  to  ROGAINE  in  clinical  studies 

Hew  uoi  cai  I  oipect  malts  hea  itiij  ttOCAiK? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  faster  results  than  others  others  may  respond  with  a  slower  rate  of  hair  growth  You 
should  not  expect  visible  growth  m  less  than  tour  months 
If  I  iirtil  to  MCAIK.  *Ut  Bill  tke  hair  look  like? 

II  you  have  very  little  hair  and  respond  to  treatment  your  first  hair  growth  may  be  soft  downy  colorless  hair  that  is  barely 
visible  After  further  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  It  you  start 
with  substantial  hair  the  new  hair  should  be  ot  the  same  color  and  thickness  as  the  rest  of  your  hair 

Hew  leaf  So  I  see*  ta  asa  MCAIK? 

ROGAINE  is  a  treatment,  not  a  cure  It  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  after  a  reasonable  period  of  time  (at 
least  four  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 

WUt  Happens  if  I  (tap  elm,  R06AIIE?  Will  I  keep  Ike  lew  Hair? 
If  you  stop  using  ROGAINE  you  will  probably  shed  the  new  hair  within  a  few  months  after  stopping  treatment 

»aaf  Is  ttie  dosage  af  ROCAIK? 

You  should  apply  a  1  mL  dose  of  ROGAINE  two  times  a  day  once  in  the  morning  and  once  at  night  belore  bedtime  Each 
bottle  should  last  about  30  days  (one  month)  The  applicators  in  each  package  ot  ROGAINE  are  designed  to  apply  the  correct 
amount  ot  ROGAINE  with  each  application  Please  relet  to  the  Instructions  tor  Use 

Wkat  if  I  aits  a  dost  or  forget  ta  asa  ROCAIK? 

If  you  miss  one  or  two  daily  applications  ot  ROGAINE  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  should  not  attempt  to  make  up  tor  missed  applications 

Caa  I  asa  MCAIK  Bare  tkaa  twice  a  day?  Will  It  werk  taster? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  to  determine  the  correct  amount  ot  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  frequent  applications  or  use  ol  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  of  side  effects 

wut  are  taa  aast  csaaen  tide  effecti  reports*  ia  cliaical  steales  »lt»  MCAIK? 

Studies  of  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  eflects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  of  the  treated  area  of  the  scalp  About  5\  of  patients  had  these 
complaints 

Other  side  effects,  including  light-headedness  dizziness,  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 
Wast  are  seae  af  tlw  side  effecti  people  kare  reported7 

The  frequency  ol  side  effects  listed  below  was  similar  except  for  dermatology  reactions  in  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis  upper  respiratory  infection  sinusitis)  Dermalologic  (irritant  or  allergic  contact  dermatitis 
eczema  hypertrichosis  local  erythema  pruritus  dry  skin  /scalp  flaking  exacerbation  of  hair  loss  alopecia)  Gastrointestinal 
(diarrhea  nausea  vomiting).  Neurology  (headache  dizziness  lamtness  lightheadedness)  Muscu'os>elera/(tractures  back 
pain,  tendinitis)  Cardiovascular  [edema  chest  pain  blood  pressure  increases/decreases  palpitation  pulse  rate  increases 
decreases).  Allergy  (nonspecific  allergic  reactions  hives  allergic  rhinitis,  facial  swelling  and  sensitivity)  Special  Senses 
(coniunctivitis  ear  infections  vertigo  visual  disturbances  including  decreased  visual  acuity)  Metabolic-Nutritional  {edema 
weight  gam)  Urinary  Tract  (urinary  tract  infections  renal  calculi  urethritis)  Genital  Tract  (prostatitis  epididymitis  sexual 
dysfunction)  Psychiatric  (anxiety  depression  fatigue)  Hematology  llymphadenopathy  thrombocytopenia)  Endocrine 

Individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol  or  ethanoi  must  not  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol  which  could  cause  burning  or  irritation  ot  the  eyes  mucous  membranes  or 
sensitive  skin  areas  If  ROGAINE  accidentally  gets  into  these  areas  bathe  the  area  with  large  amounts  ot  cool  tap  water  Contact 
your  doctor  if  irntation  persists 

■art  are  ttta  possible  side  effects  fast  coeld  effect  taa  heart  aad  clrcalatJea  erase  sslag  MCAJK? 

Although  serious  side  effects  have  not  been  attributed  to  ROGAINE  in  clinical  studies  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  same  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  of  fluid  and  increased  heart  rate  The  following  ettects  have  occurred 
in  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heart  rate — some  patients  have  reported  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute 
Rapid  weight  gam  ol  more  than  5  pounds  or  swelling  (edema)  ol  the  face  hands  ankles  or  stomach  area  Difficulty  in 
breathing  especially  when  lying  down,  a  result  of  an  increase  m  body  fluids  or  fluid  around  the  heart  Worsening  of  or  new 
ol  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skin,  very  little  minoxidil  <s  absorbed  and  the  possible  effects  attributed 
to  ->inoxidii  tablets  are  not  eipected  with  the  use  of  ROGAINE  II  however  you  expenence  any  ol  the  possible  side  ettects 
listed  discontinue  use  ot  ROGAINE  and  consult  your  doctor  Presumably  such  effects  would  be  most  likely  it  greater 
absorption  occurred    e  g     because  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  m  greater  than  recommended 

stadkn  IB  noxidii  m  doses  higher  than  would  be  obtained  ham  topical  use  m  people  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  m  humans  given  imnojoktt  tablets  lor  high  blood  pressure  at  effective 
do<»s 

What  fitters  awe  iecraasa  taa  risk  af  serlass  skte  effects  atta  MCAIK? 

th  known  cr  suspected  underlying  coronary  artery  disease  or  the  presence  of  or  predisposition  to  heart  failure 
would  be  z  n-.rticular  nsk  >t  systemic  ejects  (that  is   increased  heart  rate  or  fluid  retention)  ol  minoxidil  were  to  occur 
Is  aim  these  kinds  o"  jndertymg  diseases,  should  be  conscious  oi  the  potential  risk  ot  treatment  ii  they 
choose  >o  use  -0GAINE 

and  should  not  be  used  on  other  parti      M  body  because  absorption  ot 
-ay  become  greater  You  should  not  an  ROGAINE  il  your  scalp  becomes 
irntateo  _c  '  along  wth  other  topical  treatment  met    t  on  on  your  scalp 

Caa  awe  A  put.,.:  a*  RMAIK? 

Individud  :  ■  eatmenl  with  antihypertensive  agents .  can  use  ROGAINE  but  should 

be  momtorea  .  ethidine  lor  high  blood  pressure  shou  •  ->ot  use  ROGAINE 

Seoold  air  precaution  he  fellaaari 

-ysician  one  month  after-'    I  . :  and  at  least  every  six 

ccur 

1  as  corticosteroids  'c      *s  ind  pete    -itum  or  agents  that 
»only  Each  ml  contains  20  mgr  dental  ingestion 


Individuals  using  ROGAINE  sn        ben 
months  afterward  Discontinue  R0.:;iNi.  ;  s, 

Do  not  use  it  in  coniunction  with  ctner  tot 
enhance  percutaneous  absorption  ROGAINE  s  tor  topical 
could  cause  adverse  systemic  effects 

No  carcinogenicity  was  found  with  topical  application  GAINE  should  not  be 
mothers  The  effects  on  labor  and  delivery  are  not  known  CedatriCUM  Safety  ?- 
under  age  18 

Caution  Federal  law  prohibits  dispensing  «ithnut  a  prescription  You  must  see  a  doc**  to  receive  a  p'es 


or  by  nursing 
xi  established 
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Carbon  tax 

nior  economist  of  the  Environmental 
Defense  Fund,  sounds  as  if  he  has 
made  this  choice  when  he  talks  not  of 
banning  timber-cutting  on  federal 
lands  but  of  first  making  the  cutters 
bear  the  full  cost  of  their  activities. 
Says  he:  "Our  basic  quarrel  with  the 
timber-cutting  policies  of  the  U.S. 
Forest  Service  is  that  half  the  Service's 
sales  lose  money.  If  timber  sales  had  to 
cover  the  costs  of  building  roads  into 
these  remote  areas,  most  of  these  cuts 
would  never  take  place." 

What's  behind  the  conversion  of  so 
many  environmentalists  to  free  mar- 
ket economics?  Certainly  the  collapse 
of  socialism  in  Europe  and  its  failure 
elsewhere  has  cured  many  social  ro- 
mantics of  their  craving  for  govern- 
ment controls.  As  William  Reilly,  ad- 
ministrator of  the  Environmental 
Protection  Agency,  put  it  in  a  recent 
article  in  Policy  Review,  "The  lifting  of 
the  Iron  Curtain  has  revealed  to  the 
world  that  authoritarian,  centrally 
planned  societies  pose  much  greater 
threats  to  the  environment  than  capi- 
talist democracies." 

Is  the  conversion  genuine?  "Envi- 
ronmental groups  have  learned  to 
parrot  some  of  the  language  of  the 
market,"  warns  R.J.  Smith,  head  of 
environmental  studies  at  the  markets- 
oriented  Cato  Institute.  "They  don't 
believe  in  it,  they  just  use  it  to  achieve 
things  they  wouldn't  be  able  to  obtain 
otherwise."  Smith  says  that  the  Clean 
Air  Act  of  1990,  for  example,  used 
market  mechanisms  where  least  ap- 
propriate— to  fight  acid  rain — while 
ignoring  them  where  they  could  have 
helped,  in  urban  air  pollution. 

A  critical  test  for  the  environmen- 
talists will  be  nuclear  power.  A  severe 
tax  on  coal  would  improve  the  eco- 
nomics of  nuclear  energy  (which  now 
supplies  Western  Europe  with  about 
40%  of  its  electrical  power).  Will  the 
radical  greens  call  off  their  pickets  as 
the  market  reallocates  resources  to 
ward     nuclear     power     generation? 
Don't    hold    your    breath.    World 
watch's  Postel  says,  " There  are  politi 
cal  problems  as  well  as  economic  is 
sues  with  nuclear  power." 

Rut  even  if  the  conversion  is  only 
partial  .md  grudging,  acceptance  of 
free  market  economics  by  environ 
mentalist  activists  is  good  news  toi 
the  economy  and  the  environmeni 
as  well.  ■■ 
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It's  not  just 
another  car  phone. 
Ifs  the  new 
Cellular  Phone 
for  Lincoln. 


Introducing  a  new  luxury  option 
for  Lincoln  Continental,  Town  Car  and  Mark  VII. 
More  than  just  a  cellular  phone,  the  new  Ford  Cellular  System 

offers  a  state  of  the  art  factory-installed 

Lincoln  cellular  phone, 

plus  a  national  dealer-activated  carrier  network* 

and  a  factory-backed  dealer  service  and  exchange  program. 

You  won't  find  a  complete  cellular  phone  system 

that  offers  more  value  and  convenience. 

Ask  your  local  Lincoln-Mercury  dealer 
all  the  details  on  the  new  Ford  Cellular  System 

or  call  1-800-367-3013. 


&&d 


Cellular  System 


Not  available  in  Canada. 


♦Available  in  most  areas. 


WHEN  YOUR  EMPLOYEE  IS  ON  THE  TABLE, 

YOU'RE  COUNTING  THE  MINUTES. 

BUT  WHO'S  COUNTING  THE  DOLLARS? 


EDS  is  a  registered  trademark  o/Electronit  I   Ua  Systems  Corporation.  01991  EDS 


Caring  deeply  about  your  employees  and  being  concerned  about  the  skyrocketing 
costs  of  health  care  is  a  conundrum  for  many  corporations.  The  company  that 
finds  ways  to  increase  the  commitment  they  make  to  their  people  while  controlling 
the  cost  of  that  commitment,  is  the  company  with  the  competitive  edge.  EDS  has 
helped  a  variety  of  companies  acquire  this  competitive  edge  with  innovative 
applications  of  information  technology. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  well-known  record  of  developing  systems  and  software  for  a 
business's  individual  needs — not  off-the-shelf,  one-size-fits-all  solutions. 
In  fact,  no  one  else  has  as  much  systems  development  experience  in  as  many 
business  areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  an  information 
technology  company  with  a  longer  or  better  record  of  results. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable.  Information 
for  information's  sake  is  not.  EDS  can  help  evaluate  your  information  technology 
to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

We  provide  systems  management  for  giant  industry  leaders  and  small 
companies  on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibility,  so  you  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  never  been 
more  important.  And  even  though  you  can't  control  change,  you  can  take 
advantage  of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write 
EDS,  7171  Forest  Lane,  FB3,  Dallas,  TX  75230.  Or  call  (214)  490-2000,  ext.  303. 


EDS 


TAKE     ADVANTAGE     OF     CHANGE 


A  bank  need  not  be  all  things  to  all  people.  Picking 
and  choosing  its  customers,  Los  Angeles'  1st  Business 
Bank  is  thriving  when  most  banks  are  suffering. 

Niche  player 


By  John  H.  Taylor 


With  assets  of  only  $566  million, 
1st  Business  Bank  is  possibly  the  best 
unknown  bank  in  the  country.  Yet  it 
sports  some  of  the  banking  industry's 
best  numbers.  Loan  losses?  About 
$23,000  last  year,  or  less  than  one- 
hundredth  of  1%  of  total  loans.  There 
was  not  a  single  nonperformer  in  the 
bank's  $260  million  loan  portfolio  at 
the  end  of  1990. 

Though  the  bank's  loan-to-deposit 
ratio  is  a  conservative  52%,  return  on 
equity  has  been  in  the  15%-to-18% 
range,  and  return  on  assets  has  ex- 
ceeded 1%  in  the  last  two  years — both 
well  above  industry  standards.  Grow- 
ing at  1 3%  a  year,  the  bank  expects  to 
reach  $1  billion  in  assets  by  1995. 

Founded  by  four  former  top  execu- 
tives of  California's  Union  Bank,  1st 
Business  wa?  from  the  first  a  kind  of 
niche  bank.  It  focused  on  serving 
companies  with  annual  sales  between 
$3  million  and  $100  million,  almost 
all  of  them  privately  owned.  Even 
most  of  the  bank's  2,500  individual 
depositors  are  owners  and  key  officers 
of  these  companies. 

1st  Business  Bank  knows  this  mar- 
ket like  the  back  of  its  hand.  Although 
there  are  more  than  16,000  midsize 


1st  Business  Bank 
Chairman  Robert  W. 
KummerJr.  (left) 
and  President 
Joseph  P.  Sanford 
By  targeting 
successful 
midsize 
companies  as 
borrowers, 
1st  Business 
has  had  almost 
no  loan  losses  in 
ten  years. 


companies  in  Los  Angeles  and  Or- 
ange counties,  Chairman  Robert  W. 
Kummer  Jr.  and  President  Joseph  P. 
Sanford  won't  do  business  with  just 
anyone.  They  refuse  to  take  on  more 
than  10  to  15  new  accounts  a  month. 
They  interview  potential  clients, 
spending  days  discussing  business 
plans,  strategies  and  financials.  They 
talk  with  potential  clients'  suppliers, 
customers  and  accountants.  The  pro- 
cess can  cause  no  small  amount  of 
anxiety  among  the  applicants,  since  a 
rejection  implies  you're  not  top  tier. 
"Some  people  collect  antique  cars  or 
trophy  real  estate,"  Kummer  says. 
"We're  collectors  of  fine  companies." 

The  idea  of  focusing  on  midsize 
companies  came  to  Kummer  and  San- 
ford more  than  a  decade  ago  when 
they  were  both  at  Union  Bank.  The 
two  had  spent  much  of  their  careers 
dealing  with  midsize  companies,  and 
they  felt  Union  and  other  major  Cali- 
fornia banks  were  not  paying  enough 
attention  to  these  clients. 

The  major  banks  concentrated  on 
bigger  companies  for  a  good  reason: 
A  midsize  company  normally  has  be- 
tween $500,000  and  $5  million  in 
outstanding  borrowings  at  any  one 


time,  yet  requires  a  great  deal  of  costly 
personal  service  and  attention.  At  big 
banks  these  customers  were  frequent- 
ly assigned  to  junior  loan  officers  with 
little  decision  making  authority. 

Kummer  and  Sanford  smelled  op- 
portunity. Along  with  ex-Union  ex- 
ecutives Thomas  F.  Savage  and  W. 
Peter  Bohn,  they  founded  1st  Busi- 
ness Bank  in  May  1981 . 

Kummer,  now  54,  and  Sanford,  53, 
provide  their  midsize  customers  with 
service  that  seems  almost  from  anoth- 
er day.  Customers,  for  example,  don't 
have  to  come  in  to  make  a  deposit. 
The  bank  dispatches  a  courier  to  pick 
it  up.  Kummer  and  Sanford  each  con- 
tinue to  service  about  50  accounts 
personally.  Richard  Riordan,  an  influ- 
ential Los  Angeles  attorney  and  a 
customer  since  the  bank's  founding, 
recalls  that  Kummer  once  met  him  on 
a  Los  Angeles  street  corner  to  give 
him  $9,500  that  he  needed  quickly  to 
get  Christmas  gifts  for  employees  of  a 
restaurant  he  owns. 

Account  officers  and  their  custom- 
ers meet  at  least  every  six  months  to 
analyze  the  client  company's  cash 
flow,  working  capital,  leverage  and 
debt  servicing  capability.  If  there's  a 
problem,  1st  Business  Bank  officers 
are  not  shy  about  saying  so.  For  in- 
stance, they  suggested  that  a  longtime 
customer  in  a  profit  squeeze  consider 
moving  to  cheaper  offices,  which 
would  save  the  company  approxi- 
mately $200,000  a  year. 

But  no,  you  can't  buy  stock  in  this 
little  gem  of  a  bank.  Forbes  Four 
Hundred  member  John  E.  Anderson 
owns  it  lock,  stock  and  barrel,  having 
paid  the  bank's  650  shareholders  $86 
million,  or  three  times  book  value,  to 
take  the  bank  private  in  1989 — one  of 
the  highest  multiples  ever  paid  for  an 
independent  bank  in  California. 
Kummer  and  Sanford  made  a  total  of 
nearly  $5  million  (pretax)  on  the 
buyout,  but  their  biggest  reason  for 
selling  the  bank  was  not  a  big  payday. 
They  were  getting  feelers  from  major 
domestic  and  foreign  banks  but  want 
ed  to  preserve  the  bank  as  it  was  and 
continue  to  run  it. 

Anderson,  says  Kummer,  "under 
stood  exactly  what  we  were  doing.  II  a 
major  bank  bought  us,  we  thoughl  11 
would  take  them  nine  months  to  dc 
stroy  everything  we'd  worked   nine 
years  to  accomplish."  H 
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The  Franklin  IRA 
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whole  day." 

fc^^~^^                                                                        — Benjamin  Franklin,  1758 

Setting  Aside  Money  For  the  Future 
Is  A  Time-Honored  Tradition. 

At  Franklin  we  are  proud  to  help  you  carry  on 
that  tradition.  When  you  invest  in  a  Franklin  IRA, 
your  assets  can  grow  much  faster  with  compound- 
ing, tax-deferred  earnings.  Plus,  as  a  Franklin 
investor,  you  can: 

Choose  from  a  wide  selection  of  24  funds.  You  can 

transfer  IRA  assets  between  most  Franklin  funds  for 
just$5.T   *• 

Take  advantage  of  professional  fund  management. 

Franklin's  investment  specialists  manage  your  IRA 
assets.  We  have  carefully  built  our  expertise  in  fund 
management  since  1947. 

Transfer  funds  automatically.  You  may  have  regular 
monthly  investments  of  $25  or  more  transferred 
from  your  bank  account  to  your  Franklin 
fund  account. 


+The  exchange  program  may  be  discontinued  or  modified  by 
the  fund  at  any  time  upon  60  days'  notice  to  shareholders. 


Your  IRA  contribution  may  still  be 
tax-deductible!  Call  your  investment 
representative  or  Franklin  today  for  a 
free  brochure  that  helps  you  determine 
your  IRA  deductibility. 

1-800 -342-FUND  Ext.  776 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


FOB91 

776 


YES!  I  would  like  a  free  Franklin  IRA  brochure  and  a 
prospectus  containing  more  complete  nformation,  in- 
cluding charges  and  expenses  on  the  fund(s)  checked 
below.  I  will  read  the  prospectus(es)  carefully  before 
I  invest  or  send  money. 

D  Franklin  Equity  Fund 

D  Franklin  Income  Fund 

D  Franklin  Adjustable  U.S.  Government 

Securities  Fund 
D  Franklin  Money  Fund 

□  I  am  currently  a  Franklin  shareholder. 
Name 


Address 


City/ State/ Zip 


F  R  h  N)  K  i  U  Nl 

Member  $43  Billion  Franklin  Group  of  Funds 


The  best  costs,  says  First  of  Michigan's 
John  Martin,  are  variable  costs. 

Cautious 
aggression 


By  Rita  A.  Koselka 

Removed  from  Wall  Street  in  more 
ways  than  one,  Detroit's  First  of 
Michigan  Corp.  is  a  good  example  of 
how  a  business  ought  to  be  run.  On 
revenues  of  $44  million  last  year,  the 
regional  brokerage  firm  earned  nearly 
$4  million;  contrast  this  with  the  bro- 
kerage industry  as  a  whole,  which  had 
a  $60  million  pretax  loss  in  1990. 
Capitalized  far  beyond  its  legal  re- 


quirements, First  of  Michigan  has 
consistendy  been  at  or  near  the  top  of 
securities  industry  measures  of  return 
on  equity  and  return  on  assets.  Its 
thinly  traded  stock,  recently  trading  at 
7xh  a  share,  has  routinely  outper- 
formed the  broad  market. 

There  is  a  straightforward  explana- 
tion for  this  performance:  competent 
management.  Since  1972  John  Mar- 


First  of  Michigan's  John  Martin 

He  always  remembers  the  Depression. 


tin,  now  62,  has  run  the  First  of 
Michigan  show  with  a  hand  that  is 
both  cautious  and  aggressive.  During 
the  1980s  he  doubled  the  size  of  the 
firm.  But  he  always  remembered  his 
Depression  upbringing — at  one  point 
his  family  even  lost  their  home. 

"Whenever  I  look  at  adding  staff  or 
an  acquisition,  I  think,  'Will  I  really 
want  this  in  the  downturn?'  "  says 
Martin,  a  man  who  speaks  in  quiet, 
measured  tones.  "My  ideal  is  to  have 
all  my  costs  be  variable." 

He's  already  had  unusual  success  at 
that.  Nearly  75%  of  First  of  Michi- 
gan's costs  are  variable,  with  most 
employee  pay  heavily  reliant  on  com- 
missions and  bonuses  tied  to  profit 
ability.  That's  about  10  percentage 
points  more  than  the  industry  average 
and  about  20  percentage  points  more 
than  most  full-service  firms.  In  the 
good  times,  of  course,  this  compensa- 
tion scheme  works  to  dampen  First  of 
Michigan's  profitability  relative  to  its 
competitors.  But  in  the  bad  times,  it 
keeps  the  brokerage  healthy. 

First  of  Michigan  was  started  in 
1933,  about  the  time  Martin's  family 
was  losing  its  home.  Five  members  of 
the  bond  department  of  Detroit 
Bankers  Co.,  now  part  of  Comerica 
Inc.,  took  their  files  out  the  back  door 
during  a  bank  holiday.  Its  initial  inves- 
tors included  some  of  Michigan's 
most  affluent  families — the  Buhls 
(Michigan  real  estate,  lumber  and 
manufacturing),  the  Mendelssohns 
(Fisher  Body  Co.,  which  was  sold  to 
General  Motors)  and  the  Joys  (Pack- 
ard Motor  Car  Co.).  They  put  up  the 
initial  $50,000  capital  and  were  also 
major  clients.  In  recent  years  22%  of 
the  firm's  stock  has  been  bought  by  a 
unit  of  Kansas  City  Southern  Indus- 
tries, apparently  as  an  investment. 

A  Michigan  State  University  gradu^ 
ate,  Martin  joined  the  firm  as  a  bond 
clerk  in  1952.  By  the  time  he  took 
charge   in    1972   the   company   had 
become  the  largest  brokerage  firm  in 
Michigan.  Martin  added  more  offices 
and  brokers — First  of  Michigan  cur 
rently  employs   315    broken   in   36 
offices  around  the  state — but  he  re 
sisted  the  temptation  to  expand  <>ut 
side  Michigan.  In  1°86  Martin  dosed 
the   Chicago   branch   office,   having 
decided  to  stop  serving  institutional 
clients.   (The   firm   does   maintain   .1 
small  New  York  office,  but  only  as  a 
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window  on  Wall  Street.) 

Cautious  when  it  comes  to  opening 
offices  and  adding  staff,  Martin  does 
not  hesitate  to  take  calculated  risks 
with  the  firm's  capital.  In  1986,  for 
example,  First  of  Michigan  invested 
$1.8  million  in  the  First  Macomb 
Bancorp,  situated  outside  Detroit. 
Last  year  Martin  sold  First  of  Michi- 
gan's interest  in  the  bank,  netting 
around  $2.5  million  ($1.08  a  share) 
on  the  deal.  The  brokerage  has  several 
other  quiet  investments  in  local  Mich- 
igan deals  and  real  estate  on  its  books. 

Unlike  other  regional  brokerage 
firms  like  Alex.  Brown  and  William 
Blair,  First  of  Michigan  has  not  rapid- 
ly expanded  its  investment  banking 
capabilities.  Martin  has  hired  only  two 
mbas  in  the  last  five  years — swelling 
the  underwriting  staff  to  five.  The 
staff  concentrates  mostly  on  Michi- 
gan municipal  finance  offerings  and  a 
modest  $120  million  or  so  of  corpo- 
rate underwriting  from  last  year. 

Rather  than  build  up  cosdy  in- 
house  product  lines  of  mutual  funds 
and  cash  management  plans,  First  of 
Michigan  buys  these  products  from 
distributors  wholesale,  and  retails 
them  to  its  clients.  This  keeps  over- 
head down,  but  it  also  has  a  danger- 
ous side:  Shoddy  merchandise  can 
creep  into  the  retailer's  inventory. 
Indeed,  First  of  Michigan,  like  most 
other  brokerages,  has  been  the  sub- 
ject of  client  lawsuits  complaining 
that  brokers  sold  mostly  high-risk  oil 
and  gas  limited  partnership  shares  to 
unsophisticated  investors.  Some  of 
the  cases  have  been  setded  out  of 
court.  Martin  denies  that  they  repre- 
sent any  broad  problem. 

Looking  ahead  in  the  1990s,  Mar- 
tin believes  individual  investors  will 
want  more  advice  and  better  service — 
not  just  the  cheap  order  execution 
that  the  discount  houses  have  been 
pushing.  To  further  that  end,  he  re- 
cently hired  veteran  analyst  of  Wall 
Street  firms  Perrin  Long  away  from 
Lipper  Analytical  Services.  Long  will 
head  First  of  Michigan's  research 
team  and  focus  on  emerging  growth 
companies  in  Michigan.  He  says, 
"I've  always  respected  the  way 
they've  run  the  firm." 

It's  not  easy  to  strike  a  productive 
balance  between  caution  and  aggres- 
sion, but  John  Martin  seems  to  have 
done  it.  ■■■ 


When  Food  Lion's  Tom  Smith  invaded  Florida, 
competitors  scrambled  to  meet  the  supermarket  chain's 
"extra  low  prices."  He's  about  to  make  Texas 
competitors  scramble,  too. 

Stalking 
bigger  game 


By  Claire  Poole 

Surrounded  by  stuffed  trophies 
from  trips  to  Africa,  Tom  Smith, 
chairman  of  $5.6  billion  (sales)  Food 
Lion,  stalks  expansion  like  the  big 
game  hunter  he  is:  carefully,  but  with 
great  purpose. 

Smith,  49,  has  already  bagged 
some  big  prey.  Five  years  ago  he  set 
out  to  triple  the  company's  sales  to  $5 
billion  by  1990.  He  surpassed  that 
goal,  and  did  so  very  profitably.  Last 
year  the  company  earned  $172.6  mil- 
lion— a  net  margin  of  3%  in  a  business 


Food  Lion 
Chairman 
Tom  Smith 
"We  don't  work 
our  employees 
hard.  We  work 
them  smart." 


where  1%  is  the  norm.  In  Forbes' 
Annual  Report  on  American  Industry 
(Jan.  7),  Food  Lion  showed  a  five- 
year  average  return  on  equity  of  32%. 
Based  in  Salisbury,  N.C.,  with  most 
of  its  790  stores  concentrated  in  the 
Southeast,  Food  Lion  is  out  to  show 
that  it  can  do  as  well  elsewhere  in  the 
country.  In  his  most  ambitious  move 
yet,  Smith  plans  to  enter  the  Dallas- 
Fort  Worth  market  this  fall  with  42 
new  stores  and  a  700,000-square- 
foot  distribution  center — all  to  be 
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Food  Lion 


A  Food  Lion 
store  in 

Salisbury,  N.C. 
An  operating 
philosophy 
based  on 
centralization. 


opened  in  a  three-month  period. 

Also  in  his  sights:  the  rest  of  Texas 
and  new  states  like  Mississippi,  Ala- 
bama and  Louisiana,  plus  Pennsylva- 
nia, where  a  distribution  center  is 
under  construction  in  Greencastle. 
Smith's  goal:  125  new  stores  this  year 
and  as  many  as  140  stores  next  year. 

But  can  he  maintain  Food  Lion's 
profitability  while  getting  bigger  and 
more  spread  out?  Smith  obviously 
thinks  he  can.  How?  By  watching 
costs  with  a  fanaticism  rare  even  in 
that  cost-conscious  industry.  Last 
year  Food  Lion's  expense  ratio  was 
about  13%  of  sales  in  an  industry  that 
typically  averages  around  19%. 

What's  the  secret?  An  operating 
philosophy  based  on  centralization. 
All  product  buying  takes  place  at 
Food  Lion's  headquarters  near  Char- 
lotte. Pricing,  too,  is  done  centrally. 
Store  managers,  freed  from  buying 
and  pricing  decisions,  spend  most  of 
their  time  keeping  the  staff  on  its  toes 
and  the  customers  happy.  Smith  sup- 
plements employees'  pay  with  a  prof- 
it-sharing plan — for  those  who  work 
there  more  than  a  year  or  1,000 
hours — that  contributes  15%  of 
wages  and  vests  fully  in  five  years.  Says 
he:  "We  don't  work  our  employees 
hard.  We  work  them  smart." 

He  can  say  the  same  about  his  use  of 
floor  space.  Food  Lion's  stores  aren't 
big  or  fancy,  but  they're  clean  and 
well  organized,  offering  just  as  many 
food  products  as  the  competition  but 
eliminating  profitable  but  slow-mov- 


ing nonfood  items  like  prescription 
drugs,  pots  and  pans  and  hardware. 
The  stores,  requiring  little  space  for 
nonfood  items,  average  25,000 
square  feet,  about  20%  to  35%  smaller 
than  competitors  like  Winn-Dixie  or 
Kroger,  and  thus  are  a  lot  cheaper  to 
build— about  $650,000  versus  $1.5 
million  for  the  average  supermarket. 

Food  Lion  does  all  of  its  advertising 
in-house,  keeping  marketing  costs 
down  to  around  half  a  penny  on  the 
sales  dollar  versus  an  industry  average 
of  1.1  cents.  Tom  Smith  and  his 
country-boy  grin  are  in  half  of  the  TV 
spots,  extolling  the  stores'  cost-cut- 
ting measures  under  the  slogan  "At 
Food  Lion,  when  we  save,  you  save." 
By  thus  reinforcing  its  cut-price  im- 
age, Food  Lion  can  avoid  big,  costly 
price-special  advertising  every  week. 

Homegrown  and  scrappy,  but  ef- 
fective. Months  before  its  August 
1987  invasion  of  Jacksonville,  Fla. — 
hometown  to  primary  rival  Winn- 
Dixie — Smith  blanketed  the  market 
with  ads  that  warned  shoppers, 
"Food  Lion  is  coming  to  town,  and 
prices  will  be  going  down."  Sure 
enough,  even  before  a  single  store 
opened,  Winn-Dixie  chopped  prices 
by  5%  across  the  board.  By  the  time 
Food  Lion's  stores  were  open,  prices 
in  the  market  were  down  almost  1 5%. 

That  paid  off  in  loyalty  for  the  new 
kid  on  the  block.  According  to  Pro- 
gressive  Grocer's   Marketing   Guide 
book,  Food  Lion's  five  Jacksonville 
s;ores  had  a  2.4%  market  share  their 


first  calendar  year,  with  Winn-Dixie 
leading  the  area  with  36%.  Winn- 
Dixie  is  still  number  one,  but  with  a 
lower  33%  share,  and  Food  Lion,  now 
with  37  stores,  has  advanced  to  third 
in  the  market,  with  a  14%  share. 

Why  focus  on  Texas  next?  Because 
Smith  thinks  this  market  is  especially 
vulnerable  to  price-cutting,  his  spe- 
cialty. He  says  food  prices  are  15% 
higher  than  Food  Lion's.  Chains  oper- 
ating there  such  as  Cullum  Cos.'  Tom 
Thumb  and  Kroger  are  bloated  with 
debt,  and  Smith  is  betting  that  they 
won't  be  able  to  match  Food  Lion's 
prices  easily.  (Food  Lion's  debt  load  is 
now  only  27%  of  total  capital — one  of 
the  lowest  in  the  industry.)  To  whet 
the  natives'  appetites,  Food  Lion's 
price-cutting  pitch  will  be  made  this 
summer  by  native  Texan  and  country 
singer  Janie  Fricke. 

For  all  its  hometown  image,  Food 
Lion  is  actually  controlled  by  foreign- 
ers: Ktablissements  Delhaize  Freres  et 
Cic,  a  Belgian  supermarket  chain, 
owns  44%  of  the  company. 

Smith,  president  Since  1981,  start 
ed  as  a  bag  boy  at  the  company's  first 
store  in  Salisbury  in  1958.  He  now 
talks  of  reaching  $14  billion  in  sales  by 
1995 — which  should  make  a  lot  of 
millionaires   richer  still.    The   stock, 
recently  at  16'/2,  a  rich  3  1  times  earn 
ings,  has  already  put  at  least  80  inves 
tors  from  the  Salisbury  area  into  the 
millionaire      class,      not      excluding 
Smith,  whose  2.2  million  shares  are 
worth  about  $37  million.  M 
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These  days,  with  new  postal  rates  and 

more  complex  mailing  options,  most  businesses  could 

find  themselves  in  the  dark.  That's  why  Pitney  Bowes, 

with  over  70  years  of  experience  in  developing  mail 

systems  and  solutions,  is 

committed  to  not  only  guide  you  through  all  the  changes, 

but  also  to  show  you  how  to  gain  substantial 

savings. 


No  matter  what 

size  your  business,  large  or  small,  we  can  show 

you  how  to  make  your  mail  more  deliverable  and  help 

you  meet  all  the  technological 

challenges  coming  your  way.  To  find  out  how  Pitney 

Bowes  can  help  your  business  make  the  transition 

through  the  new  postal  rates  and  changes, 

call  1-800-MR-BOWES.  Ext.  3031 


Get  Smarter.  Get  Tougher.  Get  Better.  Get  Pitney  Bowes   Jfp  Pitney  Bowes 


Universal  Corp.  thought  it  was  doing  its  shareholders 
a  favor  when  it  diversified  out  of  the  seemingly 
declining  tobacco  business.  It  wasn't. 

It  looked  good 
at  the  time 


By  Patrice  Duggan 

Universal  Corp.'s  main  business  is 
smoking.  It  gets  more  than  half  of  its 
$3  billion  in  revenues  by  wholesaling 
leaf  tobacco  to  cigarette  makers.  De- 
spite what  you  might  think,  this  busi- 
ness is  growing.  As  fast  as  smokers 


lower  than  it  was  five  years  ago. 

Over  the  years  Universal  did  what 
Philip  Morris,  rjr  Nabisco  and  other 
tobacco  companies  did:  It  diversified. 
The  concept  looked  good,  back  when 
all  Wall  Street  could  think  about  was 


Tobacco  buyers 
using  hand  signals  to 
establish  their  bids 
at  an  auction 
Universal  was  a 
little  cleverer 
bidding  for 
tobacco  than 
bidding  for 
fertilizer  and 
title  insurance 
companies. 


disappear  in  die  U.S.,  demand  for 
U.S. -made  cigarettes  grows  abroad. 
Universal,  based  in  Richmond,  Va., 
should  move  580  million  pounds  of 
tobacco  leaves  in  the  U.S.  in  the  fiscal 
year  ending  June  .  .  Lip  14%  from 
fiscal  1990.  Product  liability?  Univer- 
sal has  never  been  nan  intito- 
bacco  suit. 

Why,  then,  are  Universale  earnings 
so  terrible?  The  company  netted  $35 
million,  or  $2.12  a  share,  during  cal- 
endar 1990,  off  24%  from  the  year 
before.  The  stock,  recendy  at  28,  is 


how  cigarette  sales  were  going  to 
shrink.  Now  the  concept  doesn't  look 
so  smart — and  Universal's  execution 
has  left  much  to  be  desired. 

Universal's  first  big  move,  in  1980, 
was  to  buy  Norfolk,  Va. -based  Roy- 
ster  Fertilizer  for  $110  million.  Uni- 
versal's executives  figured  they  under 
stood  the  forming  business.  Fertilizer, 
in  short,  was  supposed  to  be  in  some 
way  synergistic  with  tobacco  whole- 
saling. But  the  Royster  acquisition 
didn't  work  out  so  well.  Universal 
sold  the  fertilizer  company  in  1985, 


for  just  $113  million. 

In  1984  Universal  again  over- 
reached its  managerial  expertise  when 
it  paid  $115  million  to  get  another 
local  firm,  Lawyers  Tide  Insurance 
Corp.,  on  whose  board  Universal's 
then  chief  executive,  Gordon  Cren- 
shaw, had  sat  for  a  decade.  Tide  insur- 
ers guard  against  legal  defects  in  home 
deeds.  The  recent  slowdown  in  house 
sales  has  meant  an  immediate  drop  in 
premiums.  At  the  same  time,  sloppy 
practices  tolerated  during  the  boom 
years  are  catching  up  with  the  indus- 
try, causing  rising  claims  on  property 
previously  insured.  Lawyers  Tide's 
operating  profits  have  plunged  from 
$43  million  in  fiscal  1987  to  a  loss  of 
$18.6  million  in  1990.  For  1991, 
Heather  Hay  of  Salomon  Brothers 
predicts  a  loss  of  $19  million. 

Another  1984  acquisition  was  a 
company  that  shells  sunflower  seeds 
in  North  Dakota  and  Kansas  for  sale  in 
Germany,  and  wholesales  lumber  in 
Holland  and  Belgium.  To  these  dis- 
parate operations  was  added  a  busi- 
ness that  Universal  does  understand: 
Last  year  the  company  acquired  a 
German  tobacco  processor,  Ge- 
brueder  Kulenkampff  A.G.,  for  one- 
third  over  book  value. 

Thanks  in  part  to  the  weakness  of 
the  dollar,  the  European  commodity 
operations  are  making  money.  But 
the  road  has  been  bumpy.  Last  year 
Universal  ditched  a  London  coffee 
and  vegetable  oil  trading  business  that 
was  losing  money. 

Universal's  new  chief  executive, 
52-year-old  Henry  Harrell,  nonethe- 
less remains  committed  to  the  diversi- 
fication concept.  Last  year  he  hired 
management  consultants  McKinsev 
&  Co.  to  help  him  think  through 
future  moves.  "In  future  diversifica- 
tions," says  O.  Kemp  Dozier,  Univer- 
sal's  treasurer,  "we  will  look  for  m 
dustries  in  which  we  have  some  kind 
of  managerial  synergism." 

Is  Universal  going  to  dump  its  big 
gest  mistake,  the  title  insurance  com 
pany?  Dozier  says  his  boss  would  rath- 
er wait  out  the  slump  than  sell  at  a 
distress  price.  That  may  make  sense, 
but   the    damage    is   done    on   Wall 
Street,    where    Universal's    stock    is 
trading  slight lv  above  book  value — 
cheap  enough,  savs  1  [ay,  thai  she  rates 
the  stock  a  buy.  That's  scarcely  some 
thing  lor  I  larrell  to  be  proud  of.    Bi 
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Traditionally,  a  new  version  iccessful  automobile  starts  with  the  old  version.  Knowing  how  Aoira  engineers 

feel  about  tradition,  it  comes  as  no  suit  .  ise  that  in  building  the  new  Legend  Coupe,  they  started  In  >m  s<  ratch.The  new, 
longitudinally  mounted,  3.2-liter  V-6  now  offers  15%  more  power.  The  newly  designed,  four-wheel  double-wishbone 
suspension  enhances  handling  and  road  feel  And  as  far  as  the  beautiful  new  shape  is  concerned  lets  just  say  the  wind 
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can't  slow  down  what  it  can't  find.  A  fact  that  you'll  appreciate  even  more  from  inside  the  Legend  Coupe's  luxurious 
interior.  From  its  performance  seating  and  thoughtfully  placed  controls  to  its  driver's  side  and  available  passenger's  side 
air  bags,  the  cabin  is  designed  to  help  you  focus  on  the  only  thing  that  will  be  in  front 
af  you.  The  open  road.  Call  1-800 -TO -ACURA  for  the  name  of  the  nearest  dealer. 


(I)  ACURA 

V_V  PRECISION  CRAFTED  PERFORMANCE 


The  business  philosophy  of  Republic  National 
Bank  of  New  York  goes  far  beyond  a  simple  aversion 
to  risk;  our  entire  breath  and  being  depends  upon 
the  concept  of  preserving  and  protecting  our 
depositors'  money. 

In  every  aspect  of  our  business-private 
banking,  retail  banking  and  institutional  banking - 
our  focus  remains  where  it  always  has  been:  on 
capital  growth,  liquidity  and  asset  quality. 

For  these  reasons,  Oppenheimer  &  Co.,  Inc., 
recently  cited  us  as  "one  of  the  most  secure  banks, 
if  not  the  most  secure   bank,   in   the   US!' 


Oppenheimer  also  noted  that  "the  company  has  the 
fortress  balance  sheet  of  an  old-style  Swiss  bank'.' 

We  rather  like  that  description. 

If  a  fortress  is  what  you  have  in  mind  for  your 
money,  you  might  want  to  take  a  close,  careful  look 
at  Republic  National  Bank  of  New  York. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 
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A  new  barbarism— dogmatic,  intolerant  and 
repressive— has  descended  on  America's  institutions  of 
higher  learning.  We  who  pay  the  bills  ignore  the 
outrages  and  subsidize  those  who  would  do  us  in. 

The  Visigoths 
in  tweed 


By  Dinesh  D'Souza 

"I  AM  A  male  wasp  who  attended  and 
succeeded  at  Choate  (preparatory) 
School,  Yale  College,  Yale  Law 
School  and  Princeton  Graduate 
School.  Slowly  but  surely,  however, 
my  lifelong  habit  of  looking,  listen- 
ing, feeling  and  thinking  as  honestly 
as  possible  has  led  me  to  see  that 
white,  male-dominated,  western  Eu- 
ropean culture  is  the  most  destructive 
phenomenon  in  the  known  history  of 
the  planet. 

"[This  Western  culture]  is  deeply 
hateful   of  life    and   committed   to 
death;  therefore,  it  is  moving  rapidly 
toward  the  destruction  of  itself  and 
most  other  life  forms  on  earth.  And 
truly  it  deserves  to  die.  .  .  .    We 
have  to  face  our  own  individual 
and  collective  responsibility  for 
what       is       happening — our 
greed,  brutality,  indifference, 
militarism,     racism,     sexism, 
blindness.  .  .  .  Meanwhile,  ev- 
erything we  have  put  into  mo- 
tion continues  to  endanger  us 
more  every  day." 

This  bizarre  outpouring,  so 
reminiscent  of  the  "confessions" 
from  victims  of  Stalin's  show  trials, 
appeared  in  a  letter  to  Mother  Jones 
magazine  and  was  written  by  a  gradu- 
ate of  some  of  our  finest  schools.  But 
the  truth  is  that  the  speaker's  anguish 
came  not  from  any  balanced  assess- 
ment but  as  a  consequence  of  expo- 

Dinesh  D'Souza  is  a  research  fellow  at  the 
American  Enterprise  Institute.  This  article  is 
adapted  from  his  forthcoming  book,  Illiberal 
Education:  The  Politics  of  Race  and  Sex  on 
Campus,  published  by  The  Free  Press. 


sure  to  the  propaganda  of  the  new 
barbarians  who  have  captured  the  hu- 
manities, law  and  social  science  de- 
partments of  so  many  of  our  universi- 
ties. It  should  come  as  no  surprise  that 
many  sensitive  young  Americans  re- 
ject the  system  that  has  nurtured 


Illustrations  by  Greg  Couch 


them.  At  Duke  University,  according 
to  the  Wall  Street  Journal,  professor 
Frank  Lentricchia  in  his  English 
course  shows  the  movie  The  Godfa- 
ther to  teach  his  students  that  orga- 
nized crime  is  "a  metaphor  for  Ameri- 
can business  as  usual." 

Yes,  a  student  can  still  get  an  excel- 
lent education — among  the  best  in 
the  world — in  computer  technology 
and  the  hard  sciences  at  American 
universities.  But  liberal  arts  students, 


including  those  attending  Ivy  League 
schools,  are  very  likely  to  be  exposed 
to  an  attempted  brainwashing  that 
deprecates  Western  learning  and  ex- 
alts a  neo- Marxist  ideology  promoted 
in  the  name  of  multiculturalism.  Even 
students  who  choose  hard  sciences 
must  often  take  required  courses  in 
the  humanities,  where  they  are 
almost  certain  to  be  inundated  with 
an  anti-Western,  anticapitalist  view  of 
the  world. 

Each  year  American  society  invests 
$160  billion  in  higher  education, 
more  per  student  than  any  nation  in 
the  world  except  Denmark.  A  full  45% 
of  this  money  comes  from  the  federal, 
state  and  local  governments.  No  one 
can  say  we  are  starving  higher  educa- 
tion. But  what  are  we  getting  for  our 
money,  at  least  so  far  as  the  liberal  arts 
are  concerned? 

A  fair  question?  It  might  seem  so, 
but  in  university  circles  it  is  consid- 
ered impolite  because  it  presumes 
that  higher  education  must  be  ac- 
countable to  the  society  chat  supports 
it.  Many  academics  think  of  universi- 
ties as  intellectual  enclaves,  insu- 
lated from  the  vulgar  capitalism  of 
the  larger  culture. 

Yet,  since  the  academics  con- 
stantly ask  for  more  money,  it 
seems  hardly  unreasonable  to  ask 
what   they   are   doing  with   it. 
Honest  answers  are  rarely  forth- 
coming.   The    general    public 
sometimes  gets  a  whiff  of  what  is 
going  on — as  when  Stanford  al- 
ters its  core  curriculum  in  the 
classics  of  Western  civiliza- 
tion— but  it  knows  very  lit- 
tle of  the  systematic  and 
comprehensive  change 

sweeping  higher  education. 
An  academic  and  cultural  revolu- 
tion has  overtaken  most  of  our  3,535 
colleges  and  universities.  It's  a  revolu- 
tion to  which  most  Americans  have 
paid  little  attention.  It  is  a  revolution 
imposed  upon  the  students  by  a  uni- 
versity elite,  not  one  voted  upon  or 
even  discussed  by  the  society  at  large. 
It  amounts,  according  to  University 
of  Wisconsin-Madison  Chancellor 
Donna  Shalala,  to  "a  basic  transfor- 
mation of  American  higher  education 
in  the  name  of  multiculturalism  and 
diversity." 

The  central  thrust  of  this  "basic 
transformation"    involves    replacing 
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Visigoths 


traditional  core  curriculums — con- 
sisting of  the  great  works  of  Western 
culture — with  curriculums  flavored 
by  minority,  female  and  Third  World 
authors. 

Here's  a  sample  of  the  viewpoint 
represented  by  the  new  curriculum. 
Becky  Thompson,  a  sociology  and 
women's  studies  professor,  in  a  teach- 
ing manual  distributed  by  the  Ameri- 
can Sociological  Association,  writes: 
"I  begin  my  course  with  the  basic 
feminist  principle  that  in  a  racist,  clas- 
sist  and  sexist  society  we  have  all 
swallowed  oppressive  ways  of  being, 
whether  intentionally  or  not.  Specifi- 
cally, this  means  that  it  is  not  open  to 


tions."  As  frequently  happens  in  such 
cases,  Coor's  "negotiations"  ended 
in  a  rapid  capitulation  by  the  universi- 
ty authorities. 

At  Harvard,  historian  Stephan 
Thernstrom  was  harangued  by  stu- 
dent activists  and  accused  of  insensi- 
tivity  and  bigotry.  What  was  his 
crime?  His  course  included  a  reading 
from  the  journals  of  slave  owners,  and 
his  textbook  gave  a  reasonable  defini- 
tion of  affirmative  action  as  "prefer- 
ential treatment"  for  minorities.  At 
the  University  of  Michigan,  re- 
nowned demographer  Reynolds  Far- 
ley was  assailed  in  the  college  press  for 
criticizing   the   excesses   of  Marcus 


debate  whether  a  white  student  is 
racist  or  a  male  student  is  sexist. 
He/she  simply  is." 

Professors  at  several  colleges  who 
have  resisted  these  regnant  dogmas 
about  race  and  gender  have  found 
themselves  the  object  of  denunciation 
and  even  university  sanctions.  Donald 
Kagan,  dean  of  Yale  College,  says:  "I 
was  a  student  during  the  days  of 
Joseph  McCarthy,  and  there  is  less 
freedom  now  than  there  was  then." 

As  in  the  McCarthy  period,  a  par- 
ticular group  of  activists  has  cowed 
the  authorities  and  bent  them  to  its 
will.  After  activists  forcibly  occupied 
his  office,  President  Lattie  Coor  of  the 
University  of  Vermont  explained  how 
he  came  to  sign  a  16-po,  eement 

establishing,  among  othei 
nority  faculty  hiring  quotas.  "  Wht 
became  clear  that  the  minorit 
dents  with  whom  I  had  been  discus 
ing  these  issues  wished  to  pursue  n<_ 
gotiations  in  the  context  of  occupied 
offices ...  I  agreed  to  enter  negotia- 


Garvey  and  Malcolm  X;  yet  the  ad- 
ministration did  not  publicly  come  to 
his  defense. 

University  leaders  argue  that  the 
revolution  suggested  by  these  exam- 
ples is  necessary  because  young  Amer- 
icans must  be  taught  to  live  in  and 
govern  a  multiracial  and  multicultural 
society.  Immigration  from  Asia  and 
Latin  America,  combined  with  rela- 
tively high  minority  birth  rates,  is 
changing  the  complexion  of  America. 
Consequently,  in  the  words  of  Uni- 
versity of  Michigan  President  James 
Duderstadt,  universities  must  "create 
a  model  of  how  a  more  diverse  and 
pluralistic  community  can  work  for 
our  society." 

No  controversy,  of  course,  about 
benign  goals  such  as  pluralism  or 
diversity,  but  there  is  plenty  of  con- 
troversy about  how  these  goals  are 

uig  pursued.  Although  there  is  no 
longer  a  Western  core  curriculum  at 

>unt  Holyokc  or  Dartmouth,  stu- 
t  ms  at  those  schools  must  take  a 


course  in  non -Western  or  Third 
World  culture.  Berkeley  and  the  Uni- 
versity of  Wisconsin  now  insist  that 
every  undergraduate  enroll  in  ethnic 
studies,  making  this  virtually  the  only 
compulsory  course  at  those  schools. 

If  American  students  were  truly 
exposed  to  the  richest  elements  of 
other  cultures,  this  could  be  a  broad- 
ening and  useful  experience.  A  study 
of  Chinese  philosophers  such  as  Con- 
fucius or  Mencius  would  enrich  stu- 
dents' understanding  of  how  different 
peoples  order  their  lives,  thus  giving  a 
greater  sense  of  purpose  to  their  own. 
Most  likely,  a  taste  of  Indian  poetry 
such  as  Rabindranath  Tagore's  Gi- 
tanjali  would  increase  the  interest  of 
materially  minded  young  people  in 
the  domain  of  the  spirit.  An  introduc- 
tion to  Middle  Eastern  history  would 
prepare  the  leaders  of  tomorrow  to 
deal  with  the  mounting  challenge 
of  Islamic  culture.  It  would  profit 
students  to  study  the  rise  of  capi- 
talism in  the  Far  East. 

But  the  claims  of  the  academic 
multiculturalists  are  largely  pho- 
ny. They  pay  little  attention  to  the 
Asian  or  Latin  American  classics. 
Rather,  the  non-Western  or 
multicultural  curriculum 
reflects  a  different  agen- 
da. At  Stanford,  for  ex- 
ample, Homer,  Plato, 
Dante,  Machiavelli  and  Locke  are  in- 
creasingly scarce.  But  often  their  re- 
placements are  not  non-Western  clas- 
sics. Instead  the  students  are  offered 
exotic  topics  such  as  popular  religion 
and  healing  in  Peru,  Rastafarian  poet- 
ry and  Andean  music. 

What  do  students  learn  about  the 
world  from  the  books  they  are  re- 
quired to  read  under  the  new  multi- 
cultural rubric?  At  Stanford  one  of  the 
non- Western  works  assigned  is  /,  Ri- . 
Roberta  Mencbu,  subtitled  "An  Indian 
Woman  in  Guatemala." 

The  book  is  hardly  a  non-Western 
classic.  Published  in  1983,  /,  Rijjo- 
berta  Menchu  is  the  story  of  a  young 
woman  who  is  said  to  be  a  representa- 
tive voice  of  the  indigenous  peasantry. 
Representative  of  Guatemalan  Indian 
culture?  In  fact,  Rigobcrta  met  the 
Venezuelan  feminist  to  whom  she 
narrates  this  story  at  a  socialist  confer 
ence  in  Paris,  where,  presumably, very 
few  of  the  Third  World's  poor  travel. 
Moreover,  Rigobcrta'i  political  con 
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sciousness  includes  the  adoption  of 
such  politically  correct  causes  as  femi- 
nism, homosexual  rights,  socialism 
and  Marxism.  By  the  middle  of  the 
book  she  is  discoursing  on  "bour- 
geois youths"  and  "Molotov  cock- 
tails," not  the  usual  terminology  of 
Indian  peasants.  One  chapter  is  tided 
"Rigoberta  Renounces  Marriage  and 
Motherhood,"  a  norm  that  her  tribe 
could  not  have  adopted  and  survived. 

If  Rigoberta  does  not  represent  the 
convictions  and  aspirations  of  Guate- 
malan peasants,  what  is  the  source  of 
her  importance  and  appeal?  The  an- 
swer is  that  Rigoberta  seems  to  pro- 
vide independent  Third  World  cor- 
roboration for  Western  left-wing  pas- 
sions and  prejudices.  She  is  a 
mouthpiece  for  a  sophisticated  neo- 
Marxist  critique  of  Western  society, 
all  the  more  powerful  because  it  seems 
to  issue  not  from  some  embittered 
American  academic  but  from  a  Third 
World  native.  For  professors  nour- 
ished on  the  political  activism  of  the 
late  1960s  and  early  1970s,  texts 
such  as  I,  Rigoberta.  Menchu  offer  a 
welcome  opportunity  to  attack 
capitalism  and  Western  society 
in  general  in  the  name  of  teach- 
ing students  about  the  develop- 
ing world. 

We  learn  in  the  introduction  of 
7,  Rigoberta  Menchu  that  Rigoberta  is 
a  quadruple  victim.  As  a  person  of 
color,  she  has  suffered  racism.  As  a 
woman,  she  has  endured  sexism. 
She  lives  in  South  America,  which 
is — of  course — a  victim  of  North 
American  colonialism.  She  is  also  an 
Indian,  victimized  by  Latino  culture 
within  Latin  America. 

One  of  the  most  widely  used  text- 
books in  so-called  multicultural 
courses  is  Multi-Cultural  Literacy, 
published  by  Graywolf  Press  in  St. 
Paul,  Minn.  The  book  ignores  the 
Analects  of  Confucius,  the  Tale  of 
Genji,  the  Upanishads  and  Vedas,  the 
Koran  and  Islamic  commentaries.  It 
also  ignores  such  brilliant  contempo- 
rary authors  as  Jorge  Luis  Borges, 
V.S.  Naipaul,  Octavio  Paz,  Naguib 
Mahfouz  and  Wole  Soyinka.  Instead 
it  offers  1 3  essays  of  protest,  including 
Michele  Wallace's  autobiographical 
"Invisibility  Blues"  and  Paula  Gunn 
Allen's  "Who  Is  Your  Mother?  The 
Red  Roots  of  White  Feminism." 

One  student  I  spoke  with  at  Duke 


University  said  he  would  not  study 
Paradise  Lost  because  John  Milton 
Was  a  Eurocentric  white  male  sexist. 
At  the  University  of  Michigan,  a 
young  black  woman  who  had  con- 
verted to  Islam  refused  to  believe  that 
the  prophet  Muhammad  owned 
slaves  and  practiced  polygamy.  She 
said  she  had  taken  courses  on  cultural 
diversity  and  the  courses  hadn't 
taught  her  that. 

One  of  the  highlights  of  this  debate 
on  the  American  campus  was  a  pas- 


sionate statement  delivered  a  few 
years  ago  by  Stanford  undergraduate 
William  King,  president  of  the  Black 
Student  Union,  who  argued  the 
benefits  of  the  new  multicultural  cur- 
riculum before  the  faculty  senate  of 
the  university.  Under  the  old  system, 
he  said,  "I  was  never  taught .  .  .  the 
fact  that  Socrates,  Herodotus,  Py- 
thagoras and  Solon  studied  in  Egypt 
and  acknowledged  that  much  of  their 
knowledge  of  astronomy,  geometry, 
medicine  and  building  came  from  the 
African  civilization  in  and  around 
Egypt.  [I  was  never  taught]  that  the 
Hippocratic  Oath  acknowledges  the 
Greeks'  'father  of  medicine,'  Imho- 
tep,  a  black  Egyptian  pharaoh  whom 
they  called  Aesculapius.  .  .  .  I  was  nev- 
er informed  when  it  was  found  that 


the  'very  dark  and  wooly  haired' 
Moors  in  Spain  preserved,  expanded 
and  reintroduced  the  classical  knowl- 
edge that  the  Greeks  had  collected, 
which  led  to  the  'renaissance.'  ...  I 
read  the  Bible  without  knowing  Saint 
Augustine  looked  black  like  me,  that 
the  Ten  Commandments  were  almost 
direct  copies  from  the  147  Negative 
Confessions  of  Egyptian  initiates.  .  .  . 
I  didn't  learn  Toussaint  L'Ouver- 
ture's  defeat  of  Napoleon  in  Haiti 
directly  influenced  the  French  Revo- 
lution, or  that  the  Iroquois  Indians  in 
America  had  a  representative  democ- 
racy which  served  as  a  model  for  the 
American  system." 

This  statement  drew  wild  applause 
and  was  widely  quoted.  The  only 
trouble  is  that  much  of  it  is  untrue. 
There  is  no  evidence  that  Socrates, 
Pythagoras,  Herodotus  and  Solon 
studied  in  Egypt,  although  Herodo- 
tus may  have  traveled  there.  Saint 
Augustine  was  born  in  North  Africa, 
but  his  skin  color  is  unknown,  and  in 

any  case  he  could  not  have  been 
mentioned  in  the  Bible;  he  was 
born  over  350  years  after  Christ. 
Viewing  King's  speech  at  my  re- 
quest, Bernard  Lewis,  an  expert  on 
Islamic  and  Middle  Eastern  culture  at 
Princeton,   described   it   as    "a   few 
scraps  of  truth  amidst  a  great  deal  of 
nonsense." 

Why  does  multicultural  education, 

in  practice,  gravitate   toward  such 

P       myths  and  half-truths?  To  find 

out  why,  it  is  necessary  to  explore 

the  complex  web  of  connections 
that  the  academic  revolution  gener- 
ates among  admissions  policies,  life 
on  campus  and  the  curriculum. 

American  universities  typically  be- 
gin with  the  premise  that  in  a  demo- 
cratic and  increasingly  diverse  society 
the  composition  of  their  classes 
should  reflect  the  ethnic  distribution 
of  the  general  population.  Many 
schools  officially  seek  "proportional 
representation,"  in  which  the  per- 
centage of  applicants  admitted  from 
various  racial  groups  roughly  approxi- 
mates the  ratio  of  those  groups  in 
society  at  large. 

Thus  universities  routinely  admit 
black,  Hispanic  and  American  Indian 
candidates  over  better-qualified  white 
and  Asian  American  applicants.  As  a 
result  of  zealously  pursued  affirmative 
action  programs,  many  selective  col- 
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leges  admit  minority  students  who 
find  it  extremely  difficult  to  meet 
demanding  academic  standards  and 
to  compete  with  the  rest  of  the  class. 
This  fact  is  reflected  in  the  dropout 
rates  of  blacks  and  Hispanics,  which 
are  more  than  50%  higher  than  those 
of  whites  and  Asians.  At  Berkeley  a 
study  of  students  admitted  on  a  pref- 
erential basis  between  1978  and  1982 
concluded  that  nearly  70%  failed  to 
graduate  within  five  years. 

For  affirmative  action  students  who 
stay  on  campus,  a  common  strategy  of 
dealing  with  the  pressures  of  universi- 
ty life  is  to  enroll  in  a  distinctive 
minority  organization.  Among  such 
organizations  at  Cornell  University 
are  Lesbian,  Gay  &  Bisexual  Coali- 
tion; La  Asociacion  Latina;  National 
Society  of  Black  Engineers;  Society  of 
Minority  Hoteliers;  Black  Students 
United;  and  Simba  Washanga. 

Although  the  university  brochures 
at  Cornell  and  elsewhere  continue  to 
praise  integration  and  close  interac- 
tion among  students  from  different 
backgrounds,  the  policies  practiced  at 
these  schools  actually  encourage  seg- 
regation. Stanford,  for  example,  has 
"ethnic  theme  houses"  such  as  the 
African  house  called  Ujaama.  And 
President    Donald    Kennedy    has 
said  that  one  of  his  educational     ( 
objectives     is     to     "support     and 
strengthen  ethnic  theme  houses." 
Such  houses  make  it  easier  for  some 
minority  students  to  feel  comfortable 
but  help  to  create  a  kind  of  academic 
apartheid. 

The  University  of  Pennsylvania  has 
funded  a  black  yearbook,  even 
though  only  6%  of  the  student  body  is 
black  and  all  other  groups  appeared  in 
the  general  yearbook.  Vassar,  Dart 
mouth  and  the  University  of  Illinois 
have  allowed  separate  graduation  ac- 
tivities and  ceremonies  for  minority 
students.  California  State  University 
at  Sacramento  has  just  established  an 
official  "college  within  a  college"  for 
blacks. 

Overt  racism  is  relatively  rare  at 
most  campuses,  yet  minorities  are 
told  that  bigotry  operates  in  subtle 
forms  such  as  baleful  looks,  uncor- 
rected stereotypes  and  "institutional 
racism" — defined  as  the  underrepre 
sentation  of  blacks  and  Hispanics 
among  university  trustees,  adminis 
trators  and  faculty. 


Other  groups  such  as  feminists  and 
homosexuals  typically  get  into  the 
game,  claiming  their  own  varieties  of 
victim  status.  As  Harvard  political  sci- 
entist Harvey  Mansfield  bluntly  puts 
it,  "White  students  must  admit  their 
guilt  so  that  minority  students  do  not 
have  to  admit  their  incapacity." 

Even  though  universities  regularly 
accede  to  the  political  demands  of 
victim  groups,  their  appeasement  ges- 
tures do  not  help  black  and  Hispanic 
students  get  a  genuine  liberal   arts 


education.  They  do  the  opposite,  giv 
ing  the  apologists  of  the  new  academ- 
ic  orthodoxy   a   convenient   excuse 
when  students  admitted  on  a  prefer- 
ential basis  fail  to  meet  academic  stan 
dards.  At  this  point  student  activists 
and  administrators  often  blame  the 
curriculum.  They  argue  that  it  reflects 
a  "white  male  perspective"  that  sys 
tematically  depreciates  the  views  and 
achievements  of  other  cultures,  mi 
norities,  women  and  homosexuals. 

With  this  argument,  many  minority 
students  can  now  explain  why  they 
had  such  a  hard  time  with  Milton  in 
the  English  department,  Publius  in 
political  science  and  Heisenberg  in 
physics.  Those  men  reflected  white 
male  aesthetics,  philosophy  and  sci 
ence.  Obviously,  nonwhite  students 
would  fare  much  better  if  the  univcrsi 
tv  created  more  black  or  Latino  or 


Third  World  courses,  the  argument 
goes.  This  epiphany  leads  to  a  spate  of 
demands:  Abolish  the  Western  clas- 
sics, establish  new  departments  such 
as  Afro-American  Studies  and  Wo- 
men's Studies,  hire  minority  faculty  to 
offer  distinctive  black  and  Hispanic 
"perspectives." 

Multicultural  or  non-Western  edu- 
cation on  campus  frequently  glamor- 
izes Third  World  cultures  and  omits 
inconvenient  facts  about  them.  In 
fact,  several  non-Western  cultures  are 
caste  based  or  tribal,  and  often  disre- 
gard norms  of  racial  equality.  In  many 
of  them  feminism  is  virtually  nonexis- 
tent, as  indicated  by  such  practices  as 
dowries,  widow  burning  and  genital 
mutilation;  and  homosexuality  is 
sometimes  regarded  as  a  crime  or 
mental  disorder  requiring  punish- 
ment. These  nasty  aspects  of  the  non- 
Western  cultures  are  rarely  men 
tioned  in  the  new  courses.  Indeed, 
Bernard  Lewis  of  Princeton  argues 
that  while  slavery  and  the  subjugation 
of  women  have  been  practiced  by  all 
known  civilizations,  the  West  at  least 
has  an  active  and  effective  movement 
for  the  abolition  of  such  evils. 

Who  is  behind  this  aca- 
demic   revolution,    this 
contrived  multicultur- 
alism?  The  new  curric- 
ulum directly 
serves    the    pur 
poses   of  a   newly 
ascendant    generation 
of  young  professors,  weaned  in  the 
protest  culture  of  the  late  1960s  and 
early  1970s.  In  a  frank  comment,  Jay 
Parini,  who  teaches  English  at  Mid 
dlcbury  College,  writes,  "After  the 
Vietnam  War,  a  lot  of  us  didn't  just 
crawl  back  into  our  library  cubicles 
We    stepped    into    academic    posi 
dons.  .  .  .  Now  we  have  tenure,  mk] 
the  work  of  reshaping  the  university 
has  begun  in  earnest." 

The  goal  that  Parini  and  others  like 
him  pursue  is  the  transformation  of 
the  college  classroom  from  a  place  ol 
learning  to  a  laboratory  of  indoctrina 
tion  for  social  change.  Not  long  ago 
most  colleges  required  that  students 
learn  the  basics  of  the  physical  hi 
ences    and    mathematics,    the    null 
incuts  of  economics  and  finance,  and 
the  fundamental  principles  of  Ameri 
can  history  and  government.  Studies 
by  the  National  Endowment  for  the 
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Maintaining  an 
unbroken  record  of 
80  profitable  quarters, 
Freddie  Mac  stood  firm 
in  a  year  marked  by 
great  turbulence  in  the 
financial  system." 

-Leland  Brendsel 

Ihroughout  1990, 
Freddie  Mac  continued  to  set 
the  pace  in  the  industry  for  rapid 
growth  backed  by  prudent  finan- 
cial management.  It's  a  standard 
that's  allowed  us  to  set  records 
for  profitability. 

Freddie  Mac  excelled  in  other 
areas  as  well: 

♦  Our  net  interest  margin 
(revenue  base)  increased  for  the 
ninth  consecutive  year,  reaching 
$1.3  billion. 

♦  Our  net  income  totaled 
$414  million. 

♦  Our  mark- to -market  after- 
tax value  stands  at  $4.8  billion,  a 
20%  increase  over  year-end  1989. 

♦  Our  1990  reserves  stand  at 


$627  million,  a  32%  increase  over 
1989.  This  is  our  highest  year-end 
reserve  level,  relative  to  the  port- 
folio, since  1985. 

Freddie  Mac  also  made  great 
strides  in  the  area  of  product 
innovation  by  introducing  the 
Gold  PCSM  Our  ability  to 
design  solid  mortgage  purchase 


as  our  basic  principles.  The 
decisions  we  made  during  1990 
maintain  that  tradition.  Look- 
ing ahead,  we  expect  the 
key  elements  of  our  operating 
performance  in  1991  —net 
interest  margin,  net  income, 
and  mark- to -market  value  — 
to  improve  further.  These  results 


Freddie  Mac  Chairman,  Leland  BrenAiel 

and  security  programs  is  a  hall- 
mark of  our  success.  In  1990, 
we  purchased  $75.5  billion  worth 
of  mortgages  from  lenders  and 
sold  $73.8  billion  in  original -issue 
securities  —  reflecting  continued 
high  securitization  of  mortgages 
throughout  the  housing 
finance  industry 

Since  our  founding  in  1970, 
we've  built  our  business  with 
credit  quality  and  performance 


put  Freddie  Mac  in  a  position 
to  enhance  shareholder 
value  and  continue  to  fulfill  our 
housing  mission  in  a  safe  and 
sound  manner. 
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Humanities  show  that  this  coherence 
has  disappeared  from  the  curriculum. 
As  a  result,  most  universities  are  now 
graduating  students  who  are  scientifi- 
cally and  culturally  impoverished,  if 
not  illiterate. 

At  the  University  of  Pennsylvania, 
Houston  Baker,  one  of  the  most 
prominent  black  academics  in  the 
country,  denounces  reading  and  writ- 
ing as  oppressive  technologies  and 
celebrates  such  examples  of  oral  cul- 
ture as  the  rap  group  N.W.A.  (Nig- 
gers With  Attitudes).  One  of  the 
group's  songs  is  about  the  desirability 
of  killing  policemen.  Alison  Jaggar, 
who  teaches  women's  studies  at  the 
University  of  Colorado,  denounces 
the  traditional  nuclear  family  as  a 
"cornerstone  of  women's  oppres- 
sion" and  anticipates  scientific  ad- 
vances enabling  men  to  carry  fetuses 
in  their  bodies  so  that  child-bearing 
responsibilities  can  be  shared  between 
the  sexes.  Duke  professor  Eve 
Sedgwick's  scholarship  is 
devoted  to  unmasking 
what  she  terms  the  het- 
erosexual bias  in 
Western  culture,  a 
project  that  she  pur- 
sues through  pa- 
pers such  as 
"Jane  Austen  A 
and  the  Mastur- 
bating Girl"  and 
"How  To  Bring 
Your  Kids  Up  Gay." 

Confronted  by  racial  tension  and 
balkanization  on  campus,  university 
leaders  usually  announce  that,  be- 
cause of  a  resurgence  of  bigotry, 
"more  needs  to  be  done."  They  press 
for  redoubled  preferential  recruit- 
ment of  minority  students  and  facul- 
ty, funding  for  a  new  Third  World  or 
Afro-American  center,  mandatory 
sensitivity  education  for  whites,  and 
so  on.  The  more  the  university  leaders 
give  in  to  the  demands  of  minority 
activists,  the  more  they  encourage  the 
very  racism  they  are  supposed  to  be 
fighting.  Surveys  indicate  that  most 
young  people  today  hold  fairly  liberal 
attitudes  toward  race,  evident  in  their 
strong  support  for  the  civil  rights 
agenda  and  for  interracial  dating. 
However,  these  liberal  attitudes  are 
sorely  tried  by  the  demands  o<  the 
new  orthodoxy:  Many  undergraJu- 
ates  are  beginning  to  rebel  agains' 


what  they  perceive  as  a  culture  of 
preferential  treatment  and  double 
standards  actively  fostered  by  univer- 
sity policies. 

Can  there  be  a  successful  rolling 
back  of  this  revolution,  or  at  least  of  its 
excesses?  One  piece  of  good  news  is 
that  blatant  forms  of  racial  preference 
are  having  an  increasingly  tough  time 
in  the  courts,  and  this  has  implications 
for  university  admissions  policies.  The 
Department  of  Education  is  more 
vigilant  than  it  used  to  be  in  investi- 


gating charges  of  discrimination 
against  whites  and  Asian  Americans. 
With  help  from  Washington  director 
Morton  Halperin,  the  American  Civil 
Liberties  Union  has  taken  a  strong 
stand  against  campus  censorship. 
Popular  magazines  such  as  Newsweek 
and  New  York  have  poked  fun  at 
"politically  correct"  speech.  At  Tufts 
University,  undergraduates  embar- 
rassed the  administration  into  back- 
ing down  on  censorship  by  putting  up 
taped  boundaries  designating  areas 
of  the  university  to  be  "free  speech 
zones,"  "limited  speech  zones"  and 
"Twilight  Zones." 

Even  some  scholars  on  the  political 
left  are  now  speaking  out  against  such 
dogmatism  and  excess.  Eugene  Gen- 
ovese,  a  Marxist  historian  and  one  of 
the  nation's  most  respected  scholars 
of  slavery,  argues  that  "too  often  we 


find  that  education  has  given  way  to 
indoctrination.  Good  scholars  are  in- 
timidated into  silence,  and  the  only 
diversity  that  obtains  is  a  diversity  of 
radical  positions."  More  and  more 
professors  from  across  the  political 
spectrum  are  resisting  the  politiciza- 
tion  and  lowering  of  standards.  At 
Duke,  for  example,  60  professors,  led 
by  political  scientist  James  David  Bar- 
ber, a  liberal  Democrat,  have  repudi- 
ated the  extremism  of  the  victims' 
revolution.  To  that  end  they  have 
joined  the  National  Association  of 
Scholars,  a  Princeton,  N.J. -based 
group  devoted  to  fairness,  excellence 
and  rational  debate  in  universities. 

But  these  scholars  need  help.  Resis- 
tance on  campus  to  the  academic 
revolution  is  outgunned  and  sorely 
needs  outside  reinforcements.  Par- 
ents, alumni,  corporations,  founda- 
tions and  state  legislators  are  generally 
not  aware  that  they  can  be  very  effec- 
tive in  promoting  reform.  The 
best  way  to  encourage  re- 
form is  to  communicate  in 
no  uncertain  terms  to 
university  leadership 
and,  if  necessary,  to 
use  financial  incen- 
tives to  assure  your 
voice  is  heard. 
University  leaders 
do  their  best  to 
keep  outsiders  from 
meddling  or  even 
finding  out  what  exactly  is  going  on 
behind  the  tall  gates,  but  there  is  little 
doubt  that  they  would  pay  keen  atten- 
tion to  the  views  of  the  donors  on 
whom  they  depend.  By  threatening  to 
suspend  donations  if  universities  con- 
tinue harmful  policies,  friends  of  lib- 
eral learning  can  do  a  lot.  In  the  case 
of  state-funded  schools,  citizens  and 
parents  can  pressure  elected  represen- 
tatives to  ask  questions  and  demand 
more  accountability  from  the  taxpay- 
er-supported academics. 

The  illiberal  revolution  can  be  re- 
versed only  if  the  people  who  foot  the 
bills  stop  being  passive  observers. 
Don't  just  write  a  check  to  your  alma 
mater;  that's  an  abrogation  of  respon- 
sibility. Keep  abreast  of  what  is  going 
on  and  don't  be  afraid  to  raise  your 
voice  and  even  to  close  your  wallet  in 
protest.  Our  Western,  free  market 
culture  need  not  provide  the  rope  to 
hang  itself.  H 
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How  can  we  make  such  a  claim,  you  ask?  Because, 
contrary  to  its  appearance,  the  all-new  Oldsmobile®  Bravada" 
is  not  a  4- wheel  drive  vehicle  at  all.  Allow  us  to  explain. 

Instead,  Bravada  is  intelligently  equipped  with  a 
revolutionary  road  management  system  called  Smartliak.™ 

This  new  system  combines  anti-lock  brakes  with 
all- wheel  drive  to  send  power  to  the  wheels  that  need  it 
Which  gives  you  more  control.  Regardless  of  road  or  weather 
conditions.  Better  still,  it  does  it  all  automatically  No  buttons 
to  push  or  shifters  to  shift. 

It's  loaded  with  standard  luxury  features,  too.  Like  power 
windows,  remote  locks,  AM/FM  stereo  cassette  and  air 
conditioning.  Plus  the  powerful  4.3L  Vortec  V6  engine,  over 
70  cubic  feet  of  cargo  capacity  and  the  added  security  of  the 
Oldsmobile  Edge  -the  most  comprehensive  owner  satisfac- 
tion program  in  the  industry  In  fact,  the  new  Bravada  is 
equipped  with  so  much  luxury  we  could  only  come  up  with 
four  available  options. 


%      >  Let's  get  it  together. . .  bue) 


And  as  far  as  highway  mileage  goes,  the  new  Bravada 
does  a  number  on  the  competition. 

BRAVADA      FORD  EXPLORER      JEEP  CHEROKEE 


.  20. 

404. 


EPA  Estimated  MPG  Highway 22 20 

Highway  Range  (miles) 440 380 

Highway  range  estimates  are  obtained  by  multiplying  EPA  highway  estimates  by  the  fuel  tank  capacity  in  gallons.  All 
engines  six -cylinder.  Ford  Explorer  and  Jeep  Cherokee  equipped  with  optional  automatic  transmission. 

To  find  out  more  about  one  new  vehicle  that's  engineered 
for  the  unexpected,  just  stop  by  your  nearest  Olds  dealer.  Or 
call  1-800-242-OLDS,  Mon-Fri.,  9  am  to  7  p.m.  EST,  and  test 
drive  the  new  Bravada. 

You'll  find  there's  nothing  like  it  on  Earth. 

1  Bravada 

The  New  Generation  of  Oldsmobile. 
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If  you're  tongue-tied  and  can't  get  out  what's  on  your 
mind,  there's  probably  a  card  that  says  it  for  you. 

Love  means 
never  having 
to  say  anything 


By  Katarzyna  Wandycz 

FEW  industries  have  been  as 
hemmed  in  by  demographics  as  the 
greeting  card  business.  Traditionally, 
it  grows  along  with  an  increase  in 
birthdays,  anniversaries  and  other  oc- 
casions when  demographics  and  sen- 
timent collide.  And  unfortunately, 
U.S.  birthday  growth  ain't  what  it 
used  to  be. 

But  don't  bother  sending  get  well 


. . .  only  a 
lot  less 
annoying! 


YOU'RE    JUST    LIKE 
FAMi: 

II 

1 

V 

i 

someday 


cards  to  Hallmark,  American  Greet- 
ings and  Gibson  Greetings,  the  indus- 
try's Big  Three.  Over  the  past  few 
years,  they  have  managed  to  lessen 
their  dependence  on  demographics. 

How?  By  turning  the  greeting  card 
industry  into  what  Hallmark  now  re- 
fers to  as  "the  personal  communica- 
tions business."  Which  means  "many 
happy  returns"  is  out.  Solving  prob- 
lems, resolving  conflicts  is  in. 

An  example  from  Hallmark's  new 
Just  How  I  Feel  card  line:  "I'm  really 
proud  of  you!  Not  only  did  you  have 
the  courage  to  admit  you  needed 
help,  but  you've  worked  hard  to  put 
your  life  back  in  order  and  keep  it  that 


way."  The  beauty  part  for 
card  companies:  The  av- 
erage person  has  a  lot 
more  unresolved  con- 
flicts than  birthdays. 

This  kind  of  treacle  is  a 
good  deal  more  than  just 
the  industry's  touchy- 
feely  fringe.  For  all  the 
money  we  spend  on  edu- 
cation, we  don't  seem  to 
teach  people  to  express 
themselves.  E.  Gray 
Glass,  an  industry  consul- 
tant with  White  Plains, 
N.Y.- based  Barry  Vogel  &  Associates, 
estimates  that  tongue-tied  Americans 
spent  over  a  billion  dollars  last  year  to 
buy  almost  a  billion  cards  whose  chief 
purpose  was  to  say  what  might  have 
been  better  said  by  handwritten  notes 
or  even  eye-to-eye  conversations. 

In  fact,  Vogel  says  14%  of  all  greet- 
ing cards  sold  last  year  were  nonocca- 
sion  cards — three  times  more  cards 
than  ten  years  ago.  Meanwhile,  unit 
sales  of  nonoccasion  cards  are  grow- 
ing an  estimated  10%  a  year,  com- 
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3.  Take 
your  hands 
off  your 
boss's 
throat. 


pared  with  3%  growth  for  all  cards. 

Could  the  day  be  coming  that  when 
two  people  meet  they  exchange  cards 
instead  of  talking?  It  wouldn't  bother 
the  card  people.  Sense  something  is 
wrong  between  you  and  a  friend,  but 
can't  express  what  it  is?  Send  the  card 
that  reads,  "Lately,  when  I'm  with 
you,  something  seems  to  have 
changed.  I  think  we  need  to  talk, 
because  I  really  care."  Then  wait  for 
the  return  mail. 

Well  entrenched  in  this  area  is 
American  Greetings  (fiscal  year  1990 
revenues,  $1.3  billion),  which  offers 
at  least  2,000  nonoccasion  cards,  out 
of  a  total  of  20,000  cards.  Since  1982 
the  company  has  doubled  its  editorial 
staff  to  91,  mostly  to  create  more 
nonoccasion  cards.  Hall- 
mark now  gets  some  1 5% 
of  its  sales,  or  an  estimat- 
ed $210  million,  from 
nonoccasion  cards.  Gib- 
son Greetings  has  been 
something  of  a  laggard  in 
the  category,  but  it's 
making  up  for  lost  time. 
This  year  the  company 
plans  to  crank  up  nonoc- 
casion card  production 
by  up  to  50%. 

As  is  all  too  common  in 
American  business  today, 
this  innovation  in  the 
card  business  came  not  from  the  giant 
companies  but  from  small,  entrepre- 
neurial people.  Blue  Mountain  Arts, 
for  example,  was  a  tiny  collection  of 
artisans  working  in  peaceful  Boulder, 
Colo,  before  the  Big  Three  caught 
on.  But  catch  on  they  did.  Stymied  by 
slow  population  growth,  in  the  late 
1980s  Hallmark,  American  Greetings 
and  Gibson  Greetings  made  their  big 
move  into  contemporary  nonocca- 
sion cards  to  perk  up  slow  sales. 

Their  foray  pushed  some  small  card 
companies  into  bankruptcy  and 
caused  others  to  sell  to  bigger  outfits. 
A  few  others  fought  back.  In  1986 
Blue  Mountain  Arts  sued  Hallmark 
for  ripping  off  the  look  of  cards  like 
"My  day  always  becomes  wonderful, 
when  I  see  your  pretty  face,  smiling  so 
sweetly.  ..." 

Blue  Mountain  Arts  settled  out  of 
court.  Meanwhile,  the  Big  Three  have 
been  taking  over  the  market,  [fnoth 
ing  else,  they  have  proved  you  don't 
have  to  live  out  in  the  woods  to  write 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  That's  because  we  make  it  our 
business  to  really  know  yours. 

It's  a  commitment  of  time  and  talent  that  enables 
us  to  provide  the  right  insurance  for  your  particular 
needs.  And  it's  backed  up  with  financial  stability  you 
can  depend  on.  Stability  that  is  reflected  in  our  "A" 
rating  from  A.M.  Best  and  "AAA"  from  Standard 
and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
100  countries,  we  have  the  insurance  capacity  and  the 
people  to  make  a  world  of  difference  for  you  at  home 
and  abroad. 

So  make  sure  you've  got  the  right  type  of 
insurance  for  your  type  of  business.  Ask  about  Z-A. 

Zurich- American. 

ZURICH-AMERICAN 

INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg.  IL  601 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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mouth -puckeringly  purple  prose. 

Before  launching  its  Just  How  I 
Feel  cards  last  year,  Hallmark's  re- 
search department  interviewed  some 
6,500  people.  The  research  team  then 
fed  its  findings  to  Hallmark's  75  writ- 
ers and  editors. 

The  research  showed  that  situa- 
tions most  urgently  requiring  card- 
generated  speech  include:  "to  sup- 
port someone  who's  having  a  rough 
time  emotionally;  to  tell  someone 
they  are  special;  to  say  how  much  you 
care."  Despite  such  research,  howev- 
er, nonoccasion  cards  remain  tricky. 
"We  don't  know  too  much  why  a  card 
is  successful,"  says  Dan  Carey,  execu- 
tive director  of  product  management 
at  American  Greetings'  Carlton  Cards 
subsidiary.  Carey  can't  explain,  for 
instance,  why  one  of  the  company's 
bestsellers  simply  shows  a  cat  precari- 


Ah,  France.  The  women.  The  wine. 
The  airline  connections. 

Passing  through 
Paris 


ously  dangling  off  a  tree  branch  with 
the  message  "Hang  In  There." 

The  trick  with  the  nonoccasion 
cards  is  to  make  sure  they  bring  in  new 
business,  not  simply  cannibalize  exist- 
ing business.  The  card  companies 
conduct  exit  surveys  in  stores  to  de- 
termine why  nonoccasion  cards  were 
bought.  At  American  Greetings,  if  it 
turns  out  that  consumers  are  buying 
the  dangling  cat  card,  say,  as  a  birth- 
day message  instead  of  as  a  random 
vote  of  confidence,  the  card  might 
well  be  dropped  from  the  nonocca- 
sion line.  It  isn't  doing  the  job  the 
company  expected  of  it. 

By  the  year  2000,  nonoccasion 
cards  are  expected  to  account  for  up 
to  18%  of  all  card  sales,  worth  an 
impressive  $1.7  billion.  Speechless? 
Well  just  ponder  the  words  of  Ameri- 
can Greetings  card  number  423002: 
"Somewhere,  somehow,  someway 
. . .  someday."  won 


After  years  of  snooty  neglect,  Air 
France  has  discovered  the  business 
traveler. 

France's  flag  carrier  has  long  touted 
the  country's  considerable  charms  to 
American  tourists  and  does  a  brisk 
transatlantic  business.  But  airlines  like 
Lufthansa  and  British  Airways  have 
always  courted  business  passengers, 
who  not  only  pay  higher  fares  but  also 
use  the  carriers  to  make  connections 
to  other  European  destinations. 

That  is  about  to  change.  Air  France 
has  a  new  man  heading  operations  in 
the  U.S.,  Bernard  Morel,  who  is  roll- 
ing out  a  new  program.  "We're  not 
just  selling  Paris  anymore,"  says  Mo- 
rel. A  $7  million  ad  campaign  from 
Air  France's  ad  agency,  tbwa,  will 
push  "Europe  via  Utopia."  Utopia? 
That's  a  reference  to  the  classy  Gallic 
atmosphere  many  people  associate 
with  Air  France.  At  the  heart  of  the 
message,  not  surprisingly,  is  food. 
Business  passengers  now  get  a  third 
meal  choice  in  business  class,  as  well  as 
a  redesigned,  more  comfortable  seat. 

The  main  European  competition, 
besides  Lufthansa,  is  British  Airways, 
which  carries  11%  of  the  27  million 
passengers  who  fly  across  the  Atlantic 
every  year,  versus  Air  France's  3.6%. 
Lufthansa's  share  is  6.8%.  Here  Air 
France  feels  it  has  an  advantage  in  its 
Charles  de  Gaulle  Airport,  still  rela- 


tively uncongested  compared  with 
London's  Heathrow.  Of  course,  the 
idea  of  Paris  as  a  place  to  pass  through 
doesn't  sit  well  with  many  French- 
men. Still,  Air  France  feels  it  needs 
more  non-  Paris  traffic  because  there 
are  limits  to  its  ability  to  increase 
market  share  in  the  hotly  competitive 
Paris-bound  market.  "There's  a 
whole  group  who  feel  the  French  are 
the  last  people  on  earth  you  want  to 
be  stuck  with  for  seven  hours  on  a 
plane,"  says  Grant  Castle,  head  of  the 
ad  agency's  Air  France  account. 
"We're  never  going  to  get  them." 
But  there  are  plenty  of  others  who 
would  like  to  go  French  but  aren't 
Paris-bound;  these  Morel  wants. 

If  he  can  attract  more  business  fliers, 
Morel  hopes  Air  France  will  upgrade 
its  passenger  mix  so  40%  of  its  passen- 
gers pay  full-fare  coach  or  more.  Right 
now  only  30%  do.  -J.L.  WM 
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Message  From  the  President 
Of  the  Confederation 

The  Swiss  Confederation  is  this  year  cel- 
ebrating its  700  years  of  existence.  Such 
an  anniversary  should  obviously  be  syn- 
onymous with  a  general  air  of  festivity, 
and  many  festive  events  are  being  orga- 
nized to  mark  the  occasion.  But  apart 
from  jubilation,  such  an  anniversary 
should  also  be  a  time  for  serious  reflec- 
tion, first  of  all  about  the  State,  and  its 
strengths  and  weaknesses,  but  also  about 
ourselves,  and  how  we  see  our  relation- 
ship with  our  country  and  the  world  in 
general. 

Switzerland  is  today  confronted  with 
problems  which  overlap  its  frontiers. 
Thanks  to  technology,  this  otherwise 
huge  world  has  become  small:  people 
who  were  once  separated  by  oceans  now 
share  a  common  destiny.  The  problems 
facing  our  country  are  closely  interwov- 
en with  those  of  the  rest  of  the  world, 
and  Switzerland  intends  to  show  its  sense 
of  belonging  to  Europe  and  the  world  by 
following  a  path  which  leads  in  the  direc- 
tion of  tolerance  and  openness.  The  Fes- 
tival of  Solidarity,  which  takes  place  in 
August  1991  in  Canton  Graubiinden,  will 
bear  witness  to  the  Confederation's  de- 
sire to  open  itself  up  to  the  cultures  and 
concerns  of  other  peoples.  We  are  fully 
aware  of  our  being  an  integral  part  of  the 
world,  and  to  ensure  this  we  must  con- 
stantly strive  to  be  involved  in  a  com- 
mon effort. 

I  believe  that  the  anniversary  cele- 
brations, particularly  the  Festival  of  Sol- 
idarity, wiH  not  only  strengthen  ties  with 
Switzerland,  but  also  bring  us  closer  to 
men  and  women  living  in  other  regions 
of  the  world. 

Look  upon  this  message  both  as  a 
gesture  of  friendship  and  as  an  invitation 
to  share  our  joy  when  we  celebrate  the 
seven  centuries  of  history  which  have 
shaped  the  face  of  Switzerland,  its  val- 
ues, its  diversity  and  its  special  character- 
istics. This  year,  we  are  the  citizens  of  a 
country  en  fete.  But  also  this  year,  we  do 
not  want  to  forget  that  we  are  Europeans 
and  citizens  of  the  world. 

Felvio  Cotti 

President  oj  the  Confederation 
Berne,  Switzerland,  January  I99i 
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By    Richard    Jacob 


even  hundred  years  ago,  so  tradition  tells  us,  a  group  of  men  from 
nearby  valleys  assembled  at  a  patch  of  meadow  on  a  mountainside  at  a 
place  called  Rutli.  Troubled  by  outsiders  seeking  to  control  the  area,  they 
signed  an  agreement  that  still  exists  on  an  old  parchment.  It  declares  that 
the  men  of  Schwyz,  Uri  and  Unterwalden  "in  order  to  preserve  themselves 
and  their  possessions .  .  .  have  with  one  voice  sworn .  .  .  that  in  the  above 
named  valleys  we  shall  accept  no  judge  if  he  is  not  one  of  our  own." 

This  event  marked  the  birth  of  Swiss  democracy  and  of  what  we 
know  today  as  the  Swiss  Confederation.  Born  in  defiance  of  its  bellicose 
neighbors,  Switzerland  can  well  claim  to  be  the  world's  oldest  functioning 
democracy.  United  not  by  culture  but  by  will, 
theirs  is  a  complex  society  that  speaks  four  lan- 
guages: French,  German,  Italian  and  Romantsch. 
It  is  governed  by  a  political  system  engineered 
to  discourage  centralized  authority  and  to  foster 
"a  unique  form  of  direct  democracy. 

Switzerland  has  been  called  a  country  of 
banks  and  cautious  views,  one  where  conserva- 
tion is  a  way  of  life,  not  to  mention  the  common 
mental  picture  of  vistas  of  lush  green  meadows 
populated  by  contented  cows.  But  the  reality  is 
more  complex.  For  example,  agriculture  repre- 
sents less  than  6%  of  the  gross  domestic  product. 
Switzerland's  core  strength  lies  in  services  and 
in  industry,  which  ranges  from  chemicals  and 
pharmaceuticals  to  precision  machinery,  textiles, 
shoes  and  watches.  It  is  also  a  major  trading  na- 
tion and  is  outranked  only  by  Belgium-Luxem- 
bourg in  total  per  capita  exports  and  imports. 

Combine  these  facts  with  a  diverse  mosaic 
of  languages  and  cultures,  Alpine  grandeur 
alongside  urban  sophistication,  as  well  as  the 
excellence  of  the  quality  of  life,  and  the  tradi- 
tional cliches  begin  to  fade. 
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700  Years  of  Switzerland 


700  Years  of  Switzerland: 
The  Anniversary 
Celebration 

Seven  hundred  years  is  an  im- 
pressive length  of  time,  even  by 
European  standards;  all  the  more 
so  when  it  also  marks  seven  cen- 
turies of  democratic  tradition.  To 
commemorate  its  1291  birth, 
Switzerland  is  planning  varied 
programs  of  activities  not  unlike 
the  1976  U.S.  Bicentennial. 

The  Swiss  government  decid- 
ed in  1988  that  celebrations  mark- 
ing "700  years  of  Switzerland" 
should  take  the  form  of  a  decen- 
trally  staged  "Trilogy."  The  basic 
idea  of  the  Trilogy  concept  is  that 
a  festival  should  be  staged  in  the 
different  language  areas  of  Swit- 
zerland and  that  each  should  have 
its  own  specific  theme. 

In  German-speaking  Switzer- 
land, which  includes  the  three 
founding  cantons,  the  theme  will 
be  the  "Swiss  Confederation." 
French-speaking  Switzerland  is  to 
stage  a  "Four  Cultures  Festival," 
and  in  Italian-  and  Romantsch- 
speaking  Switzerland,  the  theme 
will  be  "Solidarity."  Berne  and 
Eastern  Switzerland  will  each  also 
stage  one  "Solidarity"  event,  while 
the  opening  and  closing  cere- 
monies of  the  anniversary  cele- 
bration will  be  held  in  the  canton 
of  Ticino.  Altogether,  some  60 
projects  are  being  planned  nation- 
wide in  close  cooperation  with 
cantonal  authorities,  and  65  mil- 
lion Swiss  francs  (about  $52  mil- 
lion) have  been  budgeted  for  the 
occasion. 


'700  years  of  continued  existence  is  not  a 
banal  record  for  any  state.  It  reveals  a  sense 
of  continuity  through  prudence  the  Swiss 
can  be  proud  of.  However,  there  is  no 
room  for  self-complacency.  By  sanctifying 
its  past  a  society  always  reveals  its  diminish- 
ing vitality.  The  aspirations  of  the  Swiss 
people  have  undergone  important  changes, 
as  have  those  of  our  European  neighbors. 
The  future,  of  course,  hides  some  uncer- 
tainties. For  anyone  who  is  self-confident, 
this  is  a  challenge  to  reach  out  for  rather 
than  a  reason  to  look  for  peace  in  the 

Ambassador  Dieter  Chenaux-Repond  of 

The  Permanent  Observer  Mission  of 
Switzerland  to  the  United  Nations 


Pillars  of  Prosperity 

The  Swiss  economy  has  been  fashioned 
by  several  specific  factors:  a  paucity  of 
raw  materials,  the  pressure  of  urbaniza- 
tion on  a  limited  amount  of  land,  its 
central  location  on  European  trade 
routes  and  the  inability  of  the  domestic 
market  to  absorb  the  total  output  of 
a  skilled  and  efficient  population. 

The  Swiss  have  created  an  econo- 
my that  basically  rests  on  two  pillars: 
the  manufacturers'  high  value-added 
consumer  products  and  industrial  goods 
and  the  provision  of  services — mainly 
banking,  insurance  and  tourism. 

In  the  manufacturing  sector,  the 
Swiss  are  among  the  world's  technologi- 
cal leaders  in  several  specialties  such  as 
printing  presses,  textile  machinery  and 
power  generating  equipment.  Indeed, 
among  the  "firsts"  the  Swiss  can  claim 
are  the  development  of  condensed  milk 
and  baby  food,  the  turbo  generator,  the 
first  gas  turbine  power  station  and  the 
quartz  wristwatch.  The  rise  of  many 
Swiss  companies  to  the  leading  ranks  of 
their  industries  worldwide  has  been 
attributable  to  a  dedication  to  R&D, 
i.e.,  the  creation  of  unique  products, 
and  to  specializing  in  "customized" 
made-to-order  products. 

Probably  no  branch  of  the  Swiss 
economy  illustrates  these  qualities  bet- 
ter than  the  watch  industry.  It's  almost 
axiomatic  that  the  Swiss  watch  indus- 
try, which  raised  watchmaking  to  the 
level  of  art,  is  the  standard  by  which  all 
other  watches  are  judged.  Though  the 
industry's  lead  was  threatened  in  the 
mid  1970s  and  early  1980s  with  a  flood 
of  electronic  watches  from  Asia,  its 
reputation  for  excellence  was  never 
tarnished. 

Peter  Laetsch,  the  president  of  the 
Federation  of  the  Swiss  Watch  Industry 
U.S.  Division,  points  out  that  "not  only 
has  the  Swiss  watch  industry  today  suc- 
cessfully defended  its  ranking  position 
in  high  quality,  top-of-the-line  time- 
pieces, it  has  won  back  some  of  its  mar- 
ket share  in  the  lower-priced  quartz 
category."  A  few  figures  tell  the  story: 
the  Swiss  are  leaders  in  the  field  of  lux- 
ury watches  with  85%  of  the  world 
market.  In  terms  of  value  the  Swiss  had 
just  under  50%  of  the  total  world  mar- 
ket in  1989.  Japan  had  27.6%. 

But  the  Swiss  are  not  about  to  rest 
on  their  laurels.  Just  as  the  Swiss 
proved  with  the  introduction  of  the 
quartz  watch  in  1967  that  a  watch 
didn't  require  a  mechanical  movement, 
'o  the  Rado  Watch  Company  has  dem- 
onstrated that  a  watchcase  and  bracelet 
don't  have  to  be  made  out  of  metal: 
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Top:  A  craftsman  at  Bally,   one  of  the  oldest 
shoe  companies  in  the  world. 

Above:  The  Rado  Watch  Company 


With  the  introduction  of  its  "Anatom," 
Rado  has  created  a  watch  consisting  of 
a  tungsten  carbide  ceramic  and  man- 
made  sapphire  crystal — two  of  the  most 
scratch-proof  materials  known  to  sci- 
ence. Says  John  Hubacher,  President, 
Rado  Watch  Company-U.S.,  "Rado  has 
created  a  niche  for  itself  in  the  Amer- 
ican marketplace,  offering  a  unique 
watch  in  style  and  performance  using 
high-tech,  scratch-proof  materials,  and 
is  now  perceived  as  the  best  possible 
choice  for  value  and  quality." 

Another  sophisticated  consumer 
product  synonymous  with  Switzerland 
is  the  Bally  shoe.  One  of  the  oldest 
shoe  companies  in  the  world  (150  years 
old,  to  be  exact),  it  is  also  one  of  the 
largest,  comprising  32  companies  with 
8,500  employees.  As  John  Heim,  Pres- 
ident of  Bally,  Inc.,  explains,  "Bally's 
commitment  is  to  quality  and  fashion 
and  this  is  supported  by  Bally's  own 
testing  laboratories  for  materials  and 
sundries,  last  and  heel  factory  for  con- 
trol of  fitting  properties,  inspections 
during  various  stages  of  production, 
shoe  tradition  of  craftsmanship  handed 
down  from  one  generation  to  the  next 
and  fashion  studios  in  Paris,  Milan, 
Florence  and  Zurich."  That  its  interna- 
tional clientele  in  over  70  countries 
seems  to  agree  with  its  motto—The 


In  1291  A.D.,  in- 
habitants of  Swit- 
zerland banded 
together  to  fight 
for  a  revolution- 
ary concept  called 
independence.  It 
was  an  idea  born 
out  of  the  notion 
that  Switzerland  should  be  governed  not  just  by  the 
people,  but  more  importantly/  for  the  people.  And 
they  won.  Now,  700  years  later,  those  same  principles 
stand  firmly  in  place.  Which,  perhaps,  explains  one 


inevitably  become  pretty  good  at  it.  Today,  their  na- 
tional carrier,  Swissair,  takes  that  same  spirit  to  over 

110  destinations 

within  67  countries 

worldwide.  Happy 

700th    birthday 

Switzerland,  ana 

many  happy  re- 

turns* 

The  civili 

to  the  world. 
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Left:  View  of  Lagalp,  Diavolezza 
and  Bernina  Mountains 
in  the  Alps 


difference  between  dressed  and  well 
dressed— is  reflected  in  Bally's  1989 
results:  sales  of  8.3  million  pairs  of 
shoes  and  revenues  of  1.25  billion  Swiss 
francs  (approximately  $1  billion). 

Long  famed  for  their  sophistication 
and  stability,  Switzerland's  banks  are 
bracing  themselves  for  some  chilly 
Alpine  breezes  in  the  coming  months. 
Unlike  their  peers  in  the  U.S.,  though, 
their  problems  do  not  stem  from  rising 
bad-debt  charges  or  weak  balance 
sheets.  Rather,  the  pressures  arise  from 
the  Swiss  government's  determination 
to  foster  more  competition,  as  well  as 
to  bring  the  Swiss  banking  system  into 
closer  alignment  with  its  European 
neighbors.  Some  deregulation,  ranging 
from  fixed  fees  on  securities  and  cus- 
todial services  to  the  arrangements 
among  the  syndicate  that  dominates  the 
underwriting  of  Swiss  franc  bonds,  has 
been  or  will  be  introduced. 

While  these  steps  may  generate 
some  medium-term  slippage  in  profits 
for  Swiss  bankers,  they  are  unlikely  to 
cause  consternation  to  a  banking  sys- 
tem that  has  coped  with  wars,  revolu- 
tions and  economic  catastrophes  for 
centuries.  Nor  is  the  government  likely 
to  risk  its  own  stake  in  the  health  of  a 
system  that  provides  it,  directly  and 
indirectly,  with  15%  of  its  total  tax  rev- 
enues and  whose  net  surplus  in  interna- 
tional transactions  comfortably  exceeds 
the  nation's  trade  deficit. 

Finally,  there  is  the  proverbial 
Swiss  tourist  industry.  Fully  60%  of 
1989  earnings  from  tourism  were  de- 
rived from  foreign  visitors,  whose  out- 


lays have  the  same  effect  on  the  Swiss 
balance  of  payments  as  the  export  of 
goods:  receipts  from  tourism  generally 
account  for  roughly  15%  of  Switzer- 
land's export  earnings.  The  country's 
6,800  hotels  constitute  the  backbone  of 
the  tourist  industry,  which  is  also  effi- 
ciently supported  by  the  national  flag 
carrier.  Swissair  services  a  worldwide 
network  of  approximately  215,000  miles 
(110  destinations  in  68  countries)  with 
a  fleet  of  aircraft  that  is  one  of  the 
youngest  in  the  world.  Its  exceptional 
standards  are  reflected  in  a  survey  of 


The  country's  6,800 
hotels  constitute 
the  backbone  of  the 
tourist  industry... 


frequent  travelers  sponsored  by  the 
Zagat  Guides  in  New  York.  The  poll 
gave  Swissair  first-place  honors  among 
all  airlines  in  on-time  performance  and 
second  place  among  foreign  carriers  in 
comfort,  service,  food  and  overall 
value.  "Swissair,  which  was  founded  in 
1931,  also  observes  an  important  anni- 
versary this  year,"  says  Peter  Luethi, 
Swissair's  General  Manager  North 
America.  "I  am  proud  to  say  that  for 
sixty  years  we  have  been  committed  to 
offering  a  qual;ty  product  to  our  pas- 
sengers worldwide.  I  believe  that  main- 
taining such  high  quality  standards  is 
the  key  to  the  future." 


Prosperity  Fosters  Global  Reach 

It  has  been  said  that  the  persistently 
practical  Swiss  insist  on  viewing  the 
world  as  rational,  and  focus  not  on 
what  they  don't  have  but  on  what  they 
can  do  with  what  is  available.  In  the 
process,  they  have  turned  Switzerland 
into  a  tranquil  hub  of  activity.  On  the 
one  hand,  the  country's  modest  natural 
resources  require  heavy  imports  of 
foodstuffs  and  raw  materials.  But  Swit- 
zerland's output  of  high  value-added 
manufactured  goods,  much  of  them  for 
export,  and  its  vaunted  services  indus- 
tries— banking,  insurance  and  tour- 
ism— have  created  the  highest  per 
capita  gross  national  product  in  the 
world. 

Although  Switzerland  is  not  a 
member  of  the  European  Community 
(EC),  the  12-nation  EC  forms  a  center 
of  gravity  in  its  external  economic 
affairs. 

■  Switzerland  obtains  72%  of  its  total 
imports  from  the  EC,  which  in  turn 
absorbs  56%  of  the  country's  total 
exports. 

■  45%  of  Switzerland's  foreign  direct 
investments  are  in  the  countries  of  the 
Community. 

These  figures  also  demonstrate  that 
Switzerland,  for  its  part,  is  an  interest- 
ing economic  partner  for  the  EC.  That 
web  of  mutual  interests  is  reflected  in 
the  large  number  of  treaties  and  other 
agreements.  There  are  over  100  at  pres- 
ent with  the  European  Community. 

Although  Switzerland  is  a  small 
country,  with  a  population  ot  sonic  6.5 
million  and  a  land  area  about  half  tin- 
size  of  Maine,  its  econonm   (  lout  range! 
far  beyond  the  borders  ol  I  uropt 
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Didn't  you  want  to  make  a  deal 
in  Taipei  recently  ? 


Global  business  contacts  are  merely 
local  business  contacts  spread  out  over  a 
wider  area. 

This  is  particularly  true  in  banking.  For 
international  activities,  it  is  normal  to  con- 
sult a  bank  with  international  experience. 
And  the  most  important  part  of  inter- 
national expertise  is  in-depth  knowledge 
with  local  market  conditions. 

UBS.  The  bank  of  experts. 


Are  you  planning  sales,  production  or 
investment  outside  your  own  market? 
Speak  to  UBS,  Switzerland's  leading  bank 
and  one  of  only  a  few  AAA-rated  banks 
worldwide. 
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UBS  in  the  United  States  and  in  Canada:  New  York,  Montreal,  Toronto,  Cayman  Islands,  Chicago,  Houston,  Los  Angeles,  San  Francisco.  Head  Office: 
Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 
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foreign  direct  investors  in  the  U.S., 
with  just  under  $16  billion.  Almost  650 
Swiss-owned  companies  employ 
250,000  people  in  the  U.S.  Switzerland 
ranks  in  fifth  place  in  attracting  U.S. 
foreign  direct  investment,  even  ahead 
of  such  economic  giants  as  Japan.  Final- 
ly, Switzerland  stands  fourth  behind  the 
United  Kingdom,  Japan  and  Germany 
in  portfolio  investment  in  the  U.S. 

As  the  Swiss  anticipate  the  1990s, 
high  on  the  agenda  of  their  concerns 
are  the  implications  of  the  single  Euro- 
pean market  in  1992.  With  Europe  in 
the  vortex  of  liberalization  and  deregu- 
lation, Switzerland  faces  the  challenge 
of  maintaining  its  all-important  markets 
in  a  European  Community  of  which  it 
is  not  a  member.  However,  it  will  be 
confronting  it  from  a  strong  base.  The 
Swiss  economy  has  turned  in  a  more 
than  respectable  performance  for  some 
time.  Since  the  worldwide  recession  of 
1982-1983,  the  country's  gross  domestic 
product  has  registered  eight  consecu- 
tive years  of  real  growth,  although  the 
3.3%  gain  achieved  in  1989  slipped  to 
2.5%  in  1990.  Another  plus:  Switzer- 
land has  the  lowest  unemployment  rate 
in  the  world;  at  0.6%,  it  is  virtually 
nonexistent. 

The  foreign  trade  picture  is  mixed, 
but  it  always  has  been.  Due  largely  to 
its  heavy  reliance  on  imports  of  raw 
materials,  foodstuffs  and  energy  sup- 
plies, the  country  has  traditionally 
shown  a  deficit  in  its  foreign  trade,  but, 
equally  traditionally,  the  current  ac- 
count, which  reflects  "invisible"  items 
such  as  banking,  insurance  and  tourist 
expenditures,  has  been  strong  enough 


to  provide  Switzerland  with  hefty  sur- 
pluses in  its  overall  balance  of  pay- 
ments. The  Paris-based  Organization       , 
for  Economic  Cooperation  and  Devel- 
opment placed  the  country's  surpluses 
at  $6  billion  in  1989,  $6.8  billion  in 
1990,  and  an  estimated  almost  $8  billion 
for  this  year. 


Switzerland  has  the 
lowest  unemployment 
rate  in  the  world... 


The  head  of  economic  research  at 
Credit  Suisse  in  Zurich,  Alois  Bishof- 
berger,  has  recently  pointed  out  that 
"the  forte  of  Swiss  exporters  continues 
to  be  the  discovery  and  exploitation  of 
market  niches  and  the  production  of 
high  value-added  goods  and  services.  .  . 
And  our  exporters  have  not  discarded 
their  ultimate  trump:  quality." 

Naturally,  this  relentless  pursuit  of 
quality  can  and  does  make  a  key  differ- 
ence in  the  level  of  service  a  company 
provides,  its  sensitivity  to  customers' 
wishes  and  its  general  reliability  as  a 
business  partner.  The  large  current- 
account  surpluses  ultimately  testify  to 
the  vitality  of  the  services  sector,  par- 
ticularly banking  and  tourism,  and  to 
the  strength  of  Swiss  investment  abroad. 

Switzerland  and  the  European 
Community 

An  important  concern  facing  the  Swiss 
government  and  the  country's  business 
community  is  the  question  of  Swit- 


orichi  View  of  River  Limmat,  Limmatquai  and  old  town. 


zerland's  future  relationship  with  the 
European  Community  (EC).  More  pre- 
cisely, should  Switzerland  become  a 
full-fledged  member  or  merely  pursue  a 
closer  relationship  within  the  frame- 
work of  the  existing  pattern  of  collabo- 
ration? The  issue  is  complex  and  con- 
troversial, for  it  involves  the  potential 
infringement  of  the  country's  unique 
direct  democracy  and  its  economic 
sovereignty. 

As  the  EC  moves  toward  full  inte- 
gration on  December  31,  1992,  the  issue 
becomes  more  pressing.  Apart  from  his- 
toric ties  with  its  EC  neighbors,  there  is 
the  fundamental  consideration  of  eco- 
nomic self-interest.  The  EC  absorbs 
some  56%  of  Switzerland's  total 
exports. 

For  the  present,  the  Swiss  Federal 
Department  of  Economic  Affairs  has 
stated  that  accession  would  be  condi- 
tional upon  surmounting  "considerable 
political,  legal,  institutional  and  materi- 
al difficulties,"  adding,  though,  that  the 
Swiss  government  "will  be  following 
developments  in  Europe  with  special 
attention  and  will  constantly  review 
Switzerland's  position." 

For  its  part,  the  Swiss  business 
community  remains  flexible  and  open 
about  the  issue,  recognizing  both  the 
economic  value  of  full  membership  and 
the  controversial  issue  of  Switzerland's 
cherished  political  autonomy.  Its  posi- 
tion is  probably  best  expressed  by  Dr. 
Nikolaus  Senn,  the  Chairman  of  the 
Board  of  Directors  of  the  Union  Bank 
of  Switzerland,  in  his  comments  on  the 
occasion  of  a  jubilee  celebration  in 
Zurich:  "Even  though  the  question  of 
setting  up  a  European  economic  space 
is  still  open  and  delicate,  I  am  con- 
vinced that  the  EFTA  countries  will  be 
close  to  the  EC  countries  as  much  as 
the  EC  economies  among  themselves  in 
the  year  2001,  and  it  is  not  difficult  to 
anticipate  that  some  EFTA  states  will 
have  become  full  members  of  the  EC 
by  then.  Whether  the  same  will  ac- 
count for  Switzerland  is  in  my  opinion 
still  uncertain.  Undoubtedly,  we  will  be 
strongly  connected  with  the  EC  on  a 
contractual  basis,  should  we  not  be- 
come a  member  ourselves." 

So,  in  this  700th  anniversary  year, 
Switzerland  may  be  challenged,  as  nev- 
er before,  to  realize  its  desire  to  be 
both  universal  and  particular.  Perhaps 
this  spirit  of  Switzerland  has  best  been 
summed  up  by  the  noted  Swiss  drama- 
tist and  novelist,  Max  Frisch:  "The  real 
good  fortune  of  belon^inj:  to  .i  small 
country  is  that  its  patriotism  is  not  at 
odds  with  humanity." 
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Start  with  high-tech  ceramics.  Scratchproof. 
Extraordinarily  resistant  to  heat,  wear  and 
corrosion.  With  a  jewel-like  luster  that  won't 
ever  fade. 

Add  innovative  styling,  anatomical  design, 
water  resistance  and  a  precise  Swiss  quartz 
movement,  and  you  have  Ceramica.  The  first 
fully-ceramic  scratchproof  watch. 
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In  bankruptcy,  which  comes  first,  preservation 
of  a  business  or  making  the  creditors  whole? 
Judge  Burton  Lifland  leans  toward  the  former. 

A  bankrupt's 
best  friend 


By  Seth  Lubove 

If  you  feel  your  company  sliding  into 
bankruptcy  and  want  to  make  sure 
your  creditors  don't  take  over  the 
business,  here's  a  suggestion:  Try  to 
get  your  case  into  Judge  Burton  Lif- 
land's  New  York  bankruptcy  court. 

After  Eastern  Air  Lines  landed  in 
New  York's  southern  district  bank- 
ruptcy court  two  years  ago,  Judge 
Lifland  released  about  $600  million 
earmarked  for  creditors.  He  let  man- 
agement use  it  to  continue  its  money- 
losing  operations.  The  move  kept 
Eastern  alive  a  while  longer.  It  also 
dissipated  some  of  the  pool  of  money 
available  to  take  care  of  Eastern's 
creditors. 


Judge  Lifland,  61,  perhaps  the 
most  powerful  bankruptcy  judge  in 
the  U.S.,  is  no  friend  of  the  bond- 
holder or  other  creditors.  Lifland  is 
not  alone  among  judges  who  lean 
toward  debtors,  but  his  high-profile 
cases  have  brought  him  more  notori- 
ety than  other  judges. 

He  has  kept  ltv  Corp.'s  creditors  at 
bay  by  agreeing  to  continually  extend 
the  so-called  period  of  exclusivity  dur- 
ing which  only  the  debtor  can  file  a 
reorganization  plan.  Normally  this 
period  expires  in  120  days,  ltv  has 
been  in  Lifland's  court  since  1986. 

In  the  Manville  Corp.  case,  when 
some  shareholders  tried  to  meet  in 


1985  to  elect  new  directors,  Lifland 
prohibited  the  meeting — lest  it  derail 
all  other  parties'  plans  to  reorganize. 

Such  efforts  on  behalf  of  the  bank- 
rupt seem  to  be  the  rule  rather  than 
the  exception  for  this  judge.  Name 
almost  any  major  bankruptcy  during 
the  Eighties,  and  Lifland  has  been 
involved,  either  direcdy  or  as  chief 
judge  of  his  district.  New  cases  pour 
into  his  district,  the  country's  busiest. 
They  include  Pan  Am  Corp.  ($2  bil- 
lion assets),  Best  Products  ($1.5  bil- 
lion assets),  Hills  Department  Stores 
($1.3  billion  assets)  and  G.  Heileman 
Brewing  Co.  ($1.2  billion  assets). 

Judge  Lifland  is  under  increasing 
fire  from  creditors  who  feel  their  in- 
terests are  jeopardized  by  his  pro- 
management  stances.  He's  become 
the  scourge  of  the  Pension  Benefit 
Guaranty  Corp.,  the  federal  agency 
that  insures  pensions,  by  recommend- 
ing that  the  agency's  claims  be  made  a 
lower  priority  in  bankruptcy  proceed- 
ings. The  agency,  which  frets  that  its 
recoveries  in  bankruptcy  cases  could 
be  reduced  by  at  least  50%  if  Lifland 
gets  his  way,  is  asking  Congress  to 
maintain  its  priority  status  in  bank- 
ruptcy court. 

He  has  faced  some  grief,  too,  from 
a  higher  court.  The  trust  fund  he 
created  three  years  ago  to  compensate 
asbestos  claimants  of  Manville  Corp. 
has  run  out  of  money;  U.S.  District 
Judge  Jack  Weinstein  has  stepped  in 
to  help  Lifland  resolve  the  mess. 

With  one  of  his  highest-profile  rul- 
ings being  questioned  in  the  past  year 
by  a  higher  court,  and  his  reputation 
under  fire,  the  judge  broke  his  usual 
silence  to  talk  with  Forbes. 

Lifland  takes  a  kind  of  populist 
view.  "I  am  not  debtor-oriented,"  he 
maintains.  "It  might  be  better  said  of 
me  that  I  am  enterprise-oriented." 
Lifland's  sympathizers  say  he  believes 
that  when  Congress  rewrote  the 
bankruptcy  code  in  1978  and  re- 
formed Chapter  11,  it  wanted  to  give 
high  priority  to  keeping  bankrupt 
businesses  going  rather  than  having 
them  liquidated  for  the  benefit  of 
creditors.  Says  Lifland  of  the  sick 
companies  in  his  court:  "Instead  of 
going  to  the  cemetery,  they  get  to 
leave  the  hospital." 

He  offers  a  study  done  by  the  Ad- 
ministrative Office  of  the  U.S.  Courts 
that  found  that  twice  as  many  compa- 
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Bull  is  a  computer  company.  We  help  big  companies  and  smt  (i 
waste  and  improve  performance.  By  doing  this,  we  have  |l 


At  some  point  today,  you're  likely  to  hear  someone  utter  the  cry  of  defeat  be 
The  only  question  is,  how  many  times?  lou  may  hear  it  ricochet  through  the  corrii 


of  your  company.  You  may  hear  it  from  a  supplier  or  competitor.  And  be  careful. 


your  guard  down  and  you  may  hear  it  from  the  most  damning  place  of  all.  Your 


Impossible.  The  early  warning  sign  of  submission  and  surrender.  A  sign  you're  tal 


IMPOSSIBLE 


to  the  wrong  person  at  the  wrong  company.  Should  you  hear  this  word  or 


of  its  malignant  offspring— unfeasible,  impractical,  incompatible,  unsolvai 


insurmountable— stop  everything.  And  do  whatever  it  takes  to  eradicate  t 


prefixes.  By  all  means,  understand  the  meaning  of  the  word.  But  never  forget 
success  belongs  to  those  who  consistently  refuse  to  accept  it.  The  difference  betw 


what  can't  be  and  what  can  be  has  absolutely  nothing  to  do  with  the  problem  it 


For  Information  or  n  free 


fovernments  around  the  world  raise  productivity,  eliminate 
;  largest  suppliers  of  information  technology  in  the  world. 


©  1991  Bull  HN  Informoiion  Systems.  Inc. 


everything  to  do  with  the  manner  in  which  you  go  about  solving  it. 


ick  a  problem  with  persistence,  determination  and  inspired  thinking  and  you 


>olve  it.  No  matter  how  many  people  before  you  tried  and  failed.  Believe  that 
roblem  is  impossible  and  no  problem  will  be.  The  only  thing  that  should  ever  be 
>ssible  is  believing  anything  is  impossible.  Get  so  busy  solving  a  problem  you  have 


ime  to  realize  how  Herculean  it  may  be.  There  are  two  kinds  of  people.  Those 


will  tell  you  all  the  reasons  something  can't  be  done.  And  those  who  simply  go 


and  do  it.  It  should  be  obvious  where  we  stand.  Notice  that  our  company  logo 
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nies  were  successfully  reorganized  in 
his  district  through  1989  as  in  14 
other  districts.  He  also  claims  the 
study  showed  that,  of  the  15  districts 
surveyed,  creditors  received  more 
money  in  his  court  than  anywhere 
else.  That  may  be  true.  But  Lifland's 
district  gets  the  largest-asset  cases. 

Lifland's  pro-debtor  reputation  is 
so  widespread  that  companies  which 
want  to  stiff  their  creditors  are  known 
to  "forum  shop"  to  get  their  cases 
before  him.  Eastern,  for  instance,  was 
headquartered  in  Miami  and  was  a 
unit  of  Texas  Air  in  Houston.  Its  only 
separate  New  York  entity  was  the  tiny 
Ionosphere  Club,  and  yet  its  lawyers 
steered  the  case  to  Lifland's  court. 

Who  is  this  scourge  of  bondhold- 
ers, this  friend  of  busted  manage- 
ments? A  native  New  Yorker,  Lifland 
graduated  from  Fordham  Universi- 
ty's law  school  in  1954,  and  bounced 
around  at  several  firms  where  he  spe- 
cialized in  the  then  scorned  practice  of 
bankruptcy.  He  landed  at  Finley, 
Kumble,  the  supercharged  firm  that 
self-destructed  in  1988.  Lifland  left 
there  in  1979,  at  age  50,  to  apply  for 
an  opening  on  the  bench.  Within  four 
years  he  had  become  the  bankruptcy 
court's  chief  judge. 

He  is  known  for  rarely  deviating 
from  his  pro-management  decisions. 
Take  the  ltv  case.  Lifland  ruled  that 
LTV  bondholders  who  agree  to  swap 
their  debt  at  a  discount  must  value 
their  post-reorganization  claims  at 
the  swap  value,  not  the  face  amount. 
Lifland's  decision,  made  in  January 
1990,  led  to  howls  among  bondhold- 
ers, who  said  that  it  would  put  a  chill 
on  future  restructurings  and  result  in 
even  more  bankruptcy  filings. 

But  Lifland  contends  that  his  deci- 
sion, currently  on  appeal,  would  en- 
courage prepackaged  bankruptcy  fil- 
ings in  which  debtors  and  creditors 
agree  to  a  plan  of  reorganization  and  a 
debt  repayment  schedule  before  the 
company  appears  in  court. 

Maybe  so,  but  such  rulings  may 
encourage  companies  to  file  for 
Chapter  11  as  an  ordinary  course  of 
business — since  they'll  have  no  real 
reason  to  fear  blocking  moves  by 
creditors.  This  could  have  a  chilling 
effect  on  corporate  finance:  If  credi- 
tors can  no  longer  look  to  courts  for 
protection,  what  incentive  will  they 
have  to  make  risky  loans?  MM 


Advocates  of  affirmative  action  and 
hiring  quotas  have  a  new  target. 

Who's  minding 
the  funds? 


By  Dyan  Machan 

Whats  next  for  advocates  of  affirma- 
tive action  and  quotas  to  conquer? 
The  world  of  money  managers.  A 
movement  is  gaining  momentum  that 
could  pressure  public  pension 
funds — with  total  assets  now  exceed- 
ing S800  billion — to  hire  investment 
management  firms  owned  by  women 
and  members  of  minority  groups  to 
manage  a  big  chunk  of  the  assets. 

The  movement  has  already  re- 
ceived concrete  support  from  legisla- 
tors. In  1989  California  passed  a  law 
that  established  "goals"  for  all  con- 
tracts awarded  by  the  state  to  outside 
vendors.  Included  were  the  contracts 
to  manage  some  of  the  $90  billion  in 
the  state's  retirement  funds.  Fifteen 
percent  (by  value)  of  the  contracts  are 
now  to  be  set  aside  for  minority- 
owned  firms,  and  5%  for  firms  owned 
by  women. 

In  support  of  these  mandated 
goals,  the  California  Public  Employ- 
ees Retirement  System  last  year 
placed  $480  million  with  12  of  what  it 
calls  "emerging  managers,"  9  of 
which  were  minority-  or  women- 
owned  firms.  The  California  State 
Teachers  Retirement  System  allocat- 
ed $175  million  to  3  firms  in  a  similar 
program. 

Other  state  and  local  governments 
are  joining  the  fray.  New  York  City, 
Chicago,  Washington,  D.C.  and  the 
states  of  Maryland,  Pennsylvania  and 
Washington  have  all  committed  funds 
to  this  sector. 

One  needn't  be  a  cynic  to  agree 
that  unintended  consequences,  not 
all  of  them  desirable,  generally  follow 
well-meaning  laws.  In  the  case  of 
applying  affirmative  action  programs 
to  money  managers,  some  of  the  ben 
eficiarics    hardly    need    the    govern- 


ment's helping  hand. 

Take  Valenzuela  Capital  Manage- 
ment, of  New  York.  Since  its  found- 
ing last  year,  Valenzuela  Capital  has 
attracted  S60  million,  including  $40 
million  from  the  California  Public 
Employees  Retirement  System.  Va- 
lenzuela's  credentials?  Prior  to  found- 
ing the  firm,  36-year-old  Thomas  Va- 
lenzuela, a  Mexican-American,  was  a 
broker  for  Lazard  Freres.  He  never 
ran  big  money  and  so  has  no  record  to 
sell.  When  Valenzuela  initially  sold  his 
services,  he  presented  the  investment 
record  of  Westport  Asset  Manage- 
ment, a  firm  owned  and  run  by  white 
professionals. 

In  keeping  with  the  spirit  of  affir- 
mative  action  programs,  Tom  Valen- 
zuela owns  over  half  of  his  firm.  That 
makes  it  a  minority-owned  firm.  But 
Westport  Asset  Management  also 
owns  20%  ofValenzuela's  firm.  West- 
port  provides  investment  guidance, 
and  can  earn  up  to  49%  of  Valen/uc 
la's  tees,  although  Valenzuela  says  it  is 
now  making  all  of  the  investment 
decisions. 

Typically,  a  large  private  manager 
of  public  pension  assets  takes  a  fee  of 
up  to  $5  per  $1,000  of  funds  under 
management.  Valenzuela  gets  only 
about  SI 36,000  on  the  California 
Public  Employees1  assets.  But  up  to 
half  oft  hat  goes  to  the  old  boys  over  at 
Westport  Asset. 

All  told,  in  the  next  few  years  up  to 
$20  billion   in   public  pension   fund 
assets — representing  annual  manage- 
ment fees  of  around  $60  million  —is 
expected  to  be  pushed  to  manage 
ment    firms   owned    bv   women    and 
minorities.  But  where  will  the  quali 
fied  minority  mk\  women  managers  to 
run  all  that  money  come  from3  There 
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n  1 889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


WhenGustave  Eiffel  began  construction  on  his  thousand-foot 
iwer  for  the  1889  Paris  Exposition,  many  thought  it  was 
ipossible.  But,  in  spite  of  formidable  engineering  challenges, 
le  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 
"St  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
:en  pioneering  loss  control  technology  for  54  years. 
Today,  Allendale  is  an  international  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 
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SUBSTANCE  BEHIND  THE  STYLE 


The  continuous  improvement 
that  has  helped  Cadillac  earn 
the  US.  Government's 
Malcolm  Baldrige  National 
Quality  Award  can  be  seen  in 
the  wide  array  of  Cadillac 
safety  features.  They  include 
anti-lock  brakes  and  V8  power, 
for  all  Cadillacs.  The  new  4.9 
liter  V8,  standard  on  most 
models,  provides  confident 
passing  and  an  efficient  EPA 
estimated  26  MPG  highway. 
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Building  a  safe) 


Anti-lock  braking,  standard  on 
all  1991  Cadillacs,  helps  you 
maintain  steering  control  when 
stopping  on  a  wide  variety  of 
surfaces. 

Fifteen  different  tests  are 
performed  to  help  ensure  that 
the  Supplemental  Inflatable 
Restraint  System  (air  bag)  is 


deployed  only  when  required) 
collision  conditions  exist. 


Let's  get  it  together      buckle  jp. 
e  1990  CM  Corp  All  Rights  Raerved 
SEDAN  DEVILLE. 


*See  your  dealer  for  terms  of  this  limited  warranty.  Allante  is  backed  by 
the  unique  7-year/100,000-mile  Allante  Assurance  Plan. 


STYLE 


utomobile,  Cadillac  Style. 


gged  safety  cage 
I  up  of  strong 
sections  along 
Dof  (except  Con- 
bles),  door  pillars 
rocker  panels  designed  to 
ict  you  and  your  family 
ie  added  protection  of  side 
d  door  beams. 


Energy-absorbing  "crush 
zones"-front  and  rear. 

Fuel  tanks  designed  to  be 
protected  in  a  collision. 


1991      SEDAN      DE      VILLE 


Every  Cadillac  is  backed  by 
a  no-deductible  4-year/50,000- 
mile  Gold  Key  Bumper  to 
Bumper  Warranty*  and  24-hour 
Cadillac  Roadside  Service®, 

Please  call  1-800-333-4CAD 
for  product  literature  and 
the  location  of  your  nearest 
Cadillac  dealer. 


ONLY   WAY   TO   TRAVEL   IS 


CADILLAC   STYLE, 


Pension  Funds 


Catherine  Baker  Knoll,  Pennsylvania  treasurer 
"The  old  boys'  network  doesn't  want  to  share.' 


Edward  Alter,  Utah  treasurer 

"How  can  I  justify  going  to  the  bottom  of  the  barrel?" 


are  only  about  100  of  these  firms 
around.  And  only  a  dozen — among 
them  Westwood  Management  and 
Ariel  Capital,  both  of  which  have  over 
$1  billion  under  management — are 
qualified  to  run  big  sums  of  money. 
The  great  majority  have  been  in  busi- 
ness for  less  than  three  years. 

Warns  Amie  Stamberg,  of  Nor- 
walk,  Conn,  pension  asset  consulting 
firm  Stamberg  Prestia  Ltd.:  "It's  like 
trying  to  stuff  an  elephant  into  a 
Volkswagen."  This  worries  Stamberg 
because  the  number  of  opportunistic 
management  firms  will  no  doubt  ex- 
pand to  absorb  the  surging  volume  of 
pension  funds. 

To  protect  their  investments,  the 
big  public  funds  have  long  had  strict 
investment  codes  that  precluded 
money  managers  without  well-estab- 
lished records  and  at  least  $100  mil- 
lion under  management.  But  when 
sensible  rules  get  in  the  way  of  social 
engineering,  die  engineers  usually 
win.  New  York  City,  for  instance, 
dropped  its  minimum  asset  threshold 
to  $20  million  from  $500  million. 
And  instead  of  requiring  that  invest- 
ment principals  have  at  least  five  years' 
experience  in  their  present  firm,  thev 
can  now  credit  years  spent  at  other 
places.  "We  found  that  by  having 
these   rules   we   were    freezing   out 


smaller  firms,"  explains  Elizabeth 
Holtzman,  New  York  City  Comp- 
troller. "Now  we  have  two  Latinos, 
one  African-American  and  one 
Asian"  running  part  of  the  city's  $18 
billion  employees'  retirement  fund. 

Henry  Cisneros,  the  former  San 
Antonio  mayor,  is  also  doing  well 
playing  the  affirmative  action/money 
manager  game.  In  June  1989  Cisne- 
ros, who  is  of  Mexican  descent, 
founded  Cisneros  Asset  Manage- 
ment, a  registered  investment  adviser. 
But  Cisneros  primarily  collects  money 
to  be  managed.  The  $167  million  it 
supposedly  looks  after  is  in  effect  run 
largely  by  Criterion  Investment  Man- 
agement, a  Houston -based  bond  firm 
with  no  minority  ownership. 

Then  there's  Tiffany  Capital  Advi- 
sors, of  San  Ramon,  Calif.  Here  is  a 
firm  that  needs  no  affirmative  action 
laws  to  get  ahead.  Tiffany's  majority 
owner  is  Curtis  Townscnd,  who  is 
black  and  the  former  treasurer  of  Phil- 
adelphia. Two  women  are  also  own- 
ers: Nancy  Lattimer  and  Mary  Froh- 
lich.  Townscnd,  who  is  based  in  Phila- 
delphia, docs  the  firm's  marketing 
and  says  he  makes  the  investment 
decisions.  But  the  investment  record 
|  'cd  by  Tiffany's  chairman, 
Donald  Lattimer,  a  white  portfolio 
manager  and  husband  of  one  of  the 


firm's  principals,  is  Tiffany's  big  sell- 
ing point.  Tiffany  is  now  running 
more  than  $300  million. 

The  race  to  invest  in  minority-  and 
women-owned  firms  got  another 
powerful  kick  last  July  when  Pennsyl- 
vania Treasurer  Catherine  Baker 
Knoll  introduced  a  resolution  at  the 
annual  meeting  of  the  National  Asso- 
ciation of  State  Treasurers  "to  use 
their  voices  and  the  powers  of  their 
respective  offices"  to  hire  more  worn 
en-  and  minority-owned  firms.  The 
resolution  was  passed  by  every  state 
present  but  Utah. 

"Women  and  blacks  put  money 
into  these  plans;  why  shouldn't  they 
invest  it?"  says  Knoll,  adding  that 
pension  funds  should  hire  qualified 
managers  to  reflect  the  makeup  of 
their  beneficiaries — an  interesting 
idea  that  could,  if  carried  to  its  logical 
conclusion,  create  enormous  demand 
for  octogenarian  money  managers. 

Utah  Treasurer  Edward  Alter,  the 
lone  dissenter  to  Knoll's  resolution, 
explains  his  disagreement  this  way: 
"Fiduciaries  need  to  remember  that  it 
isn't  their  money,  and  it  isn't  their 
sandbox.  I  think  investment  funis 
should  be  selected  solely  on  their 
merit."  It's  a  sate  bet  that  the  public 
pension  fund  beneficiaries  would,  il 
given  the  chance,  agree  with  him.  WM 
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"Our  whisky  that's  going  into  the  casks  right  now 
won't  he  ready  to  drink  until  the  year  2002. 

(In  the  meantime,  I  can  highly  recommend 
The  Glenliwf  from  the  years  1824  through  1978.)" 

—Sandy  Milne, 
our  Resident  Sage. 


Sandy  Milne  with  the  spirits  of  78 


What  is  a  single  malt  Scotch? 

A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 

distillery.  Not,  like  most  Scotch  today,  a  blend  of  many  whiskies.  The  Glenlivet 

single  malt  Scotch  whisky  should  therefore  he  compared  to  a  chateau-bottled  wine. 

Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 


TL 


he  law  in  Scotland  says  that 
Scotch  whisky  can  be  sold  once 
it  reaches  the  age  of  three. 

The  law  at  The  Glenlivet  Dis- 
tillery, however,  says  that  our 
single  malt  whisky  shall  remain 
aging  serenely  in  its  casks  until  it 
is  12  years  old. 

So  our  1990  whisky  won't  be 
available  until  2002. 

It  will  then  be,  in  the  words  of 
our  own  Sandy  Milne,  "Subtle, 
elegant,  slightly  smoky,  with  a 
mellow,  rounded  taste.  Oh,  glory 
be,  the  original,  Highland  moun- 
tain dew!" 

But  then  Sandy  says  that  every 
year. 
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The  Glenlivet. 
The  Father  of  All  Scotch. 


©  1990  Imported  by  The  Glenlivet  Distilling  Company,  N  Y ,  N  Y  12-year-old  single  malt  Scotch  whisky  Ale  43%  by  vol  (86  proof)  The  Glenlivet  is  a  registered  trademark 


COMPUTERS/COMMUNICATIONS 


Massacring  its  competitors,  Microsoft  may  seem 
headed  for  a  near  monopoly  in  the  software  industry,  but 
the  company's  powerful  position  is  already  creating 
counterbalancing  tendencies. 

< 

Can  anyone 
stop  Bill  Gates? 


By  Kathleen  K.  Wiegner  and  Julie  Pitta 


'*  V 


Quiz:  Who  is  the  largest  supplier  of 
operating  systems  for  personal  com- 
puters? That's  an  easy  one.  Anybody 
in  the  computer  business,  and  a  lot  of 
people  who  just  use  computers,  know 
that  the  ubiquitous  MS  DOS  puts  Mi- 
crosoft way  out  in  front. 

Okay,  harder  question:  Who  is  the 
largest  supplier  of  application  soft- 
ware for  personal  computers?  Some 
people  might  think  of  a  developer  of  a 
word  processor  or  a  database  pro- 
gram. A  lot  would  guess  Lotus  Devel- 
opment Corp.,  which  sells  spread- 
sheets. All  these  answers  are  wrong. 
The  largest  vendor  of  application  soft- 
warc  is  Microsoft. 

Headed  by  the  intensely  competi- 
tive William  H.  Gates,  35,  Microsoft 
shows  many  signs  of  developing  a 
near  monopoly  in  the  software  busi- 
ness. So  much  so  that  the  Federal 
Trade  Commission  has  been  moved 
to  investigate.  In  the  past  several  years 
Gates  has  leveraged  his  control  over 
one  vital  part  of  the  desktop  computer 
business,  the  operating  system  for 
IBM-compatible  machines,  into  a 
commanding  presence  in  a  related 
field,  application  software.  While  Mi- 
crosoft is  the  leading  developer  of 
software  for  Apple  computers,  it  is  not 
yet  a  leader  in  any  of  the  three  big  IBM 
PC  applications:  word  processors, 
spreadsheets  and  databases.  But  no 
one  doubts  that  it  is  only  a  matter  of 
time  before  it  gets  there. 

"Bill  wants  to  have  as  much  i 
software  industry  as  he  can  swallo* 
says  Gordon  Eubanks,  chief  executi\ 
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of  Svmantec,  which  makes  database 
software.  "And  he's  got  a  very  big 
appetite."  Adds  Jim  P.  Manzi,  chair- 
man of  Lotus:  "  'You  name  the  place 
and  we'll  be  there'  might  be  their 
motto." 

Every  reader  of  the  business  press 
knows  that  Bill  Gates  has  built  a  tre- 
mendous success.  Founded  only  in 
1975,  Redmond,  Wash. -based  Mi- 
crosoft will  probably  do  SI. 6  billion 
in  revenues  in  the  fiscal  year  ending 
June  30.  It  is  the  IBM  of  the  software 
business,  with  a  market  valuation  of 
about  $  1 2  billion.  An  investor  who,  at 
the  1986  initial  offering,  bought  100 
shares  of  Microsoft  for  $2,100  would 
today  have  shares  worth  $40,000. 

Microsoft  is  comfortably  larger 
than  the  largest  maker  of  software  for 
mainframe  computers,  Computer  As- 
sociates, and  almost  twice  as  large  as 
Lotus,  the  next  largest  competitor  in 
PC  software.  This  year  Microsoft  will 
ship  more  than  10  million  packages  of 
diskettes  encoded  with  its  software.  It 
will  introduce  a  new  product  model — 
either  an  upgrade  or  first -time  prod- 
uct— on  average  once  every  month. 
Multinational  Microsoft  has  offices  in 
25  countries. 

Profits?  Commensurate  with  its 
success.  With  a  24%  aftertax  profit 
margin,  debt-free  Microsoft  has  accu- 
mulated $540  million  in  cash.  Bol- 
stered with  this  financial  strength, 
Microsoft  has  gone  gunning  for  its 
competitors.  Take  networking  soft- 
v\  ire.  his  year  Microsoft  will  invest 
$40   mill   m   to   $60   million   in    it, 


Bill  Gates 
of  Microsoft 
Ten  years  after 
the  introduction  of 
MS-DOS,  people 
are  beginning  to 
wonder  whether 
what's  good  for 
Microsoft  is 
good  for  the 
industry. 
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threatening  Novell  Inc.,  currently  the 
leader  in  this  business.  Lotus,  too,  is 
in  Bill  Gates'  gunsights.  Microsoft's 
spreadsheet,  Excel,  is  gaining  on  Lo- 
tus' 1-2-3  (see  commentary,  p.  118). 
In  word  processing  software,  Micro- 
soft's Word  for  Windows  is  within 
reach  of  market  leader  Wordperfect. 

How  did  Gates  get  to  be  so  power- 
ful? The  acronym  tells  the  story.  MS- 
DOS  stands  for  "Microsoft  disk  oper- 
ating system."  This  system  guides  the 
inner  workings  of  all  but  a  tiny  per- 
centage of  the  40  million  ibm  PCs  and 
IBM-compatible  personal  computer- 
sin  existence  today.  The  only  widely 
sold  PCs  outside  Microsoft's  sphere  of 
influence  are  made  by  Apple  Com- 
puter, about  10%  of  the  market.  Ap- 
ple, unlike  ibm,  chose  to  write  its  own 
operating  system. 

ms-dos  is  standard  for  any  PC;  the 
manufacturer  usually  throws  it  in  free 
and  pays  Microsoft  a  royalty.  Those 
royalties  provide  a  large  but  undis- 
closed stream  of  cash  into  Microsoft's 
coffers,  ms-dos,  however,  is  just  a 
starting  point  for  Bill  Gates.  Micro- 
soft is  also  doing  a  lucrative  business 
selling,  for  the  most  part  directly  to 
users,  a  DOS  enhancement  called  Win- 
dows. Windows  is  highly  profitable. 
Like  car  manufacturers  who  make  a 
lot  of  their  profits  selling  air  condi- 
tioners and  radios,  Microsoft  does 
well  with  this  option,  which  is  much 
in  demand  because  it  makes  comput- 
ers friendlier.  A  spruced- up  version 
introduced  last  year  became  an  over- 
night bestseller. 

What  does  this  mean  to  the  compa- 
ny trying  to  sell  an  application  pro- 
gram, such  as  Lotus  with  its  spread- 
sheet? At  a  minimum,  the  application 
must  be  able  to  communicate  with 
DOS,  or  it  is  useless  to  the  owners  of 
IBM-style  PCs.  And  if  the  software 
maker  wants  his  product  to  sell  well 
these  days,  he  must  make  sure  the 
program  works  smoothly  with  Win- 
dows. This  creates  problems  for  Lotus 
Development,  which  has  yet  to  re- 
lease a  Windows  version  of  its  1-2-3 
spreadsheet. 

Windows-compatibility  is  so  cru- 
cial that  Lotus  recently  paid  $65  mil- 
lion for  the  little-known  Samna 
Corp.,  simply  because  Samna's  word 
processing  program  runs  with  Win 
dows.  Bill  Gates,  of  course,  did  not 
have  to  pay  a  premium  for  Windows 


compatibility  in  a  word  processor. 

Yet  if  Bill  Gates  is  seeking  deliber- 
ately to  monopolize  the  software  mar- 
ket, he  gives  every  appearance  of  be- 
ing fair.  Software  developers,  includ- 
ing Lotus,  Ashton-Tate  and  a  dozen 
others,  are  invited  frequendy  to  Red- 
mond for  meetings  with  Microsoft'? 
operating  systems  experts.  There,  the 
outsiders  are  tipped  off  to  coming 
changes  in  the  operating  systems  so 
they  can  adapt  their  products  in  time. 
Gates  has  even  assigned  an  executive 
to  the  post  of  ombudsman  for  the 
outsiders.  Still,  software  makers  are 
fearful  that  Microsoft  could  abuse  its 
power.  David  Reed,  chief  scientist  at 


Lotus  Chairman  Jim  P.  Manzi 
"Fair  is  a  large  concept.  Microsoft 
has  done  what's  in  its  best 
interest . . .  which  is  what 
I  would  expect  them  to  do. 
There  is  no  secret  here. 
But  they  run  the  risk  of 
alienating  either  essential 
partners  or  customers." 


Lotus,  says  that  his  application  pro- 
grammers are  reluctant  to  trade  notes 
with  Microsoft's  operating  system  ex- 
perts. "We  don't  share  product  plans 
with  them.  Why  risk  it?"  Reed  says. 

A  century  ago  John  D.  Rockefeller 
gained  control  of  the  refinery  business 
and  oil  pipelines,  then  leveraged  that 
market  power  into  control  of  oil  pro- 
duction. So,  in  a  way,  is  DOS  a  pipeline, 
and  Microsoft  owns  it. 

The  products  that  Gates  is  selling 
downstream  from  his  pipeline  are  ex- 
quisitely sensitive  to  changes  in  the 
operating  system  upstream.  The 
slightest  mismatch  means  that  a  print- 
er won't  print  or  a  file  can't  be 
ope  led. 


Then,  too,  users  have  sunk  costs 
that  act  as  a  barrier  to  entry  for  new 
software.  Any  firm  that  wanted  to 
produce  a  new  operating  system 
would  have  a  tough  sell:  It  would 
mean  every  user  would  have  to  throw 
out  his  application  software  and  buy 
new  versions.  It  would  also  mean  a  lot 
of  retraining. 

Microsoft  has  other  built-in  advan- 
tages. A  personal  computer  operating 
system  today  is  as  complex  as  the 
operating  system  for  IBM's  old  360 
mainframe.  Little  companies  cannot 
compete  in  operating  systems.  Nor 
will  they  be,  as  Gates  is,  a  sought-after 
partner  in  new  alliances  with  hard- 
ware makers.  He  reportedly  has  done 
a  deal  to  create  a  custom  operating 
system  for  a  powerful  new  computer 
being  designed  by  Compaq  with  mi- 
crochips supplied  by  Mips. 

Finally,  Bill  Gates  has  the  laws  of 
economics  stacked  in  his  favor.  He  is 
selling  items  that  have  next  to  no 
marginal  unit  costs  of  production. 
The  first  copy  of  a  program  might  cost 
$20  million;  subsequent  copies,  $20 
for  the  diskettes  and  manual.  Should 
he  have  to  in  order  to  meet  competi- 
tion, Gates  could  give  away  $1  billion 
worth  of  word  processing  software 
and  scarcely  dip  into  his  bank  ac- 
count. If  Rockefeller  wanted  to  knock 
out  the  competition  by  underselling 
them,  he  had,  at  least  temporarily,  to 
pay  for  the  privilege. 

To  be  sure,  Gates  does  not  like  to 
compete  on  price.  But  the  power  is 
there,  and  he  doesn't  hesitate  to  meet 
competition.  Thus,  upstarts  can't  eas- 
ily break  into  the  business  by  dis- 
counting. Microsoft  sells  Excel  for 
$495,  the  same  price  as  Borland  In- 
ternational's Quattro  Pro  spread- 
sheet. When  Borland  started  offering 
a  special  ($99  if  you  could  show  you 
used  to  use  a  competing  product), 
Gates  was  quick  to  match  it.  Gates  is 
also  selling  his  $495  word  processor 
for  $129  to  customers  who  can  show 
tlicy  now  use  another  brand. 

Put  all  these  advantages  of  technol- 
ogy and  pipeline  control   .md  eco- 
nomics in  the  hands  of  another  entrt 
preneur,  and  you  still  might  not  get 
the  results  Gates  has  achieved.  Make 
no  mistake:   Gates  IS  no  soft)    as  a 
businessman.  And  no  piece  of  busi 
ness  is  too  small  to  escape  his  compel 
itive  instincts.  T/Makcr,  .\n  $8  mil 
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lion  company  selling  word  processing 
packages  for  the  Apple  Macintosh, 
put  out  a  souped-up  version  at  a 
discounted  $175  in  late  1986.  Not 
wanting  to  lose  even  a  little  bit  of 
business,  Gates,  who  then  had  six 
times  the  market  share  in  Macintosh 
word  processors,  made  a  competitive 
counteroffer. 

Consider  what  happened  to  GO 
Corp.,  a  little  company  designing 
software  to  recognize  handwriting.  A 
week  before  Go's  January  announce- 
ment of  its  innovative  program,  Mi- 
crosoft told  the  press  it  too  had  "pen" 
software  in  the  works.  A  few  weeks 
later  it  announced  that  21  computer 
makers  were  "considering"  building 
computers  around  what  Microsoft  is 
calling  Pen  Windows.  Why  this  as- 
sault on  such  a  tiny  competitor? 
"They  [Microsoft  executives]  are 
worried  about  go's  software  because 
it's  good,"  says  Stewart  Alsop,  editor 
and  publisher  of  P.C.  Letter. 

Adobe  Systems,  which  makes  desk- 
top publishing  software,  has  also 
stirred  Gates'  competitive  juices. 
Gates  wanted  to  incorporate  Adobe's 
typefaces  in  his  Windows  program, 
and  proposed  doing  that  with  no 
royalty  to  Adobe.  Adobe  refused. 
Gates  retaliated  by  working  with  Ap- 
ple to  produce  not  just  the  typefaces 
but  a  full-dress  publishing  system  that 
has  the  potential  to  cut  deeply  into 
Adobe's  business. 

When  Hewlett-Packard  intro- 
duced its  New  Wave  software,  a  user 
interface  based  on  Windows  that  al- 
lows users  to  link  programs  from  dif- 
ferent companies,  Gates  couldn't  say 
enough  nice  things  about  the  prod- 
uct. "When  New  Wave  showed  off 
Windows,  they  [Microsoft  engineers] 
were  very  cooperative,"  says  Webb 
McKinney,  head  of  HP's  New  Wave 
product  group.  "But  when  it  looked 
like  it  would  be  a  force,  they  wanted  to 
do  it  themselves  and  told  customers 
explicitly  not  to  buy  our  stuff." 

As  the  powerhouse  in  software, 
Gates  is  in  a  position  to  call  the  tune. 
At  an  early  stage  in  Apple's  develop- 
ment, sales  of  its  machines  were  held 
back  by  the  comparative  paucity  of 
applications  available  to  run  on  them. 
Gates  helped  by  writing  Apple  soft- 
ware. But  he  exacted  a  price.  He 
obtained  rights  to  Apple  technology', 
and  for  several  years  dissuaded  Apple 


Chairman  John  Sculley  from  starting 
an  Apple-owned  software  subsidiary. 
In  a  similar  vein,  in  1989  Gates  threat- 
ened AshtonTate  with  loss  of  pre- 
ferred licensee  and  developer  status 
on  a  joint  database  project  if  it  cooper- 
ated with  Novell  on  a  database  prod- 
uct for  networked  PCs. 

Apple  is  now  too  large  to  be  intimi- 
dated by  Gates.  But  small  software 
houses  have  another  uphill  battle — 
getting  into  distribution  channels. 
Xyquest,  for  instance,  makes  a  word 
processing  program  ideal  for  profes- 
sional writers,  but  the  package  is  al- 
most impossible  to  find  in  software 
stores.  The  stores  just  don't  have  the 


Metaphor's  Charles  Irby  and  David  Liddle 

IBM  software  developed 

with  Metaphor  could  make 

the  operating  system  irrelevant. 

That  would  not  only 

spur  sales  of  PCs 

by  making  applications 

easier  to  write  but  also  loosen 

Microsoft's  grip. 


shelf  space  for  niche  products. 

Is  Gates,  then,  driving  inexorably 
toward  a  monopoly  or  near- monopo- 
ly position?  Fearful  of  just  such  a 
result,  his  competitors  vow  not  to  let 
it  happen.  Says  Jim  Manzi  of  Lotus: 
"The  sin  of  hubris  is  always  the  source 
of  the  greatest  tragedies.  No  competi- 
tive advantage  lasts  forever:  You're 
caught  off-guard  by  change,  or  your 
competitors  nibble  away  at  you  in  a 
concerted  fashion."  Indeed,  the  com- 
petition is  acting  to  counter  the 
threat,  in  some  cases  even  ganging  up 
against  Gates.  Lotus  and  Novell,  for 
instance,  attempted  a  defensive  merg- 
er last  year,  into  a  company  that 
would  have   been   Microsoft's  size. 


The  deal  fell  through  over  the  issue  of 
who  would  control  the  board  of  di- 
rectors. Other  defensive  alliances  may 
be  evolving.  Hewlett-Packard  has 
lined  up  the  support  of  Sun  Microsys- 
tems in  a  battle  against  Microsoft  over 
industry  standards  for  sharing  data 
among  different  computers  on  a  net- 
work and  making  it  easier  to  link 
different  programs.  An  H-P/Sun  vic- 
tory could  ultimately  challenge  Mi- 
crosoft, which  has  already  designed  a 
competitive  product  called  Ole. 

Even  more  threatening  to  Gates  is 
the  cooling  of  the  relationship  be- 
tween Microsoft  and  IBM.  The  com- 
puter giant  put  Microsoft  in  business 
by  giving  it  the  contract  to  produce  an 
operating  system  for  the  first  IBM  PC; 
since  then  they  have  spent  millions 
together  in  a  joint  effort  to  create 
OS/2,  a  successor  operating  system. 
But  memory-hungry  OS/2  has  sold 
poorly,  and  now  the  two  giants  are 
not  acting  very  friendly.  Microsoft  has 
ceded  to  IBM  most  aspects  of  the 
OS/2  business  while  it  focuses  on 
new  versions  of  Windows.  And  this  is 
how  the  formerly  close  partners  speak 
of  each  other: 

"Sometimes  our  interests  were 
more  aligned  than  others.  I  don't 
know  that  we  ever  really  shared  the 
same  vision,"  says  James  Cannavino, 
vice  president  and  general  manager  of 
IBM's  Personal  Systems  unit.  "Today, 
our  views  are  alarmingly  different." 
Mutual  need  at  one  time  masked  the 
fact  that  IBM  and  Microsoft  have  dra- 
matically different  notions  about  per- 
sonal computers.  For  IBM,  the  PC  is 
the  link  to  its  mainframes.  For  Gates, 
it's  what  the  name  "personal  compu- 
ter" implies:  a  tool  primarily  for  indi- 
viduals who  may  not  have  an  interest 
in  IBM's  grand  schemes.  OS/2  is  a  key 
component  of  IBM's  Systems  Applica- 
tion Architecture,  a  sc.ieme  for  link- 
ing computers  of  all  kinds  within  large 
corporations.  "IBM  is  as  serious  as  it 
gets  about  OS/2,"  says  Jeffrey 
Tarter,  editor  and  publisher  of  Soft- 
letter.  "No  company  has  challenged 
IBM  at  the  center  of  its  business  and 
lived,"  notes  David  Fulton,  president 
of  Fox  Software. 

Gates,  for  his  part,  downplays  IBM's 
role.  Microsoft,  he  says,  not  IBM,  es- 
tablished the  standard  for  PC  software. 
"Believe  me,  it  was  not  ibm  who  made 
MS-DOS  the  standard,"  Gates  main- 
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Once  again,  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC  \nd  once  again,  we're 
putting  our  partnerships  wim  industry 
leaders,  like  Microsoft,  to  work  for  you. 
From  March  11  through  June  30, 
1991,  Compaq  will  give  you  a  free 
Microsoft  BallPoint  mouse  (a  $175 
value)  when  you  buy  a  COMPAQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  LTE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Personal  Computer. 


The  Microsoft  BallPoint  is  an  exciting  new 
pointing  device  that  clips  onto  either  side  of  your 
keyboard  and  goes  anywhere  your  PC 
goes.  Then  with  a  flick  of  the  thumb, 
it  lets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet,  it  offers  a  new  way  to  tap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  small. 
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Longer  battery  life,  so  you  can  work  without  inter- 
ruption. More  fixed  disk  drive  storage,  so  you  can 
take  on  bigger  tasks.  Better  performance,  so  you 
can  work  faster. 

In  other  words,  more  of  what  you  want  and 
less  of  what  you  don't.  Namely,  unwanted  pounds 
and  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
COMPAQ  PCs  endure  the  industry's  most  exhaustive 
tests  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 
To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

comma 

It  simply  works  better. 
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tains.  "It  was  up  to  us  to  get  people  to 
focus  their  development  on  it;  to  get 
other  PC  manufacturers  to  license  it." 

Evidently  mindful  of  what  an  un- 
eheeked  Microsoft  could  do  to  dam- 
age IBM's  interests,  IBM  has  acted  to 
support  Gates'  competitors.  IBM 
chose  GO,  not  Microsoft,  as  the  sup- 
plier of  pen-based  software  for  a  com- 
ing laptop.  IBM  infuriated  Gates  by 
purchasing  a  license  from  Gates'  arch- 
rival Stephen  Jobs;  IBM  will  offer  Jobs' 
Nextstep  graphical  user  interface  on 
IBM  computers.  And  IBM  will  now 
resell  Novell's  Netware,  even  though 
it  had  previously  endorsed  Micro- 
soft's LAN  Manager  as  the  operating 
system  for  IBM  PC  networks. 

IBM  isn't  the  only  company  resent- 
ful over  the  success  of  Windows.  Soft- 
ware developers  who  developed  prod- 
ucts for  OS/2  and  not  Windows  feel 
betrayed.  "A  lot  of  traditional  PC 
software  developers  were  very  upset," 
says  Adobe  President  John  Warnock. 
"Developers  depend  on  Microsoft  to 
deliver.  Microsoft  took  developers 
down  the  path  of  OS/2  for  years  and 
then  changed  its  mind."  There  was, 
however,  another  factor  at  work: 
Software  makers  may  have  underesti- 
mated Microsoft's  ability  to  set  a  stan- 
dard without  IBM. 

Gates  insists  that  Windows  can  co- 
exist with  OS/2,  and  downplays  the 
friction  with  IBM.  "People  keep  acting 
like  there  can  only  be  one  thing,  like 
we  have  to  choose  to  do  what  IBM 
wants  or  not  do  what  ibm  wants,"  he 
says.  "People  like  to  think  of  it  as  a 
contest  between  two  products." 
Maybe  it  isn't  this  kind  of  a  contest, 
but,  clearly,  Microsoft  plans  to  en- 
hance Windows  to  become  a  powerful 
operating  svstem  that  can  compete 
with  OS/2. 

"We  have  not  changed  our  agen- 
da," says  IBM's  Cannavino.  "Micro- 
soft am  participate  in  our  strategy  if  it 
chooses.  If  we  compete,  it's  because 
our  views  are  changing  rapidly.  If  they 
[choose  to  compete],  we  will  com- 
pete fiercely." 

In  a  significant  move  to  weaken 
Microsoft's  stranglehold  on  PC  oper- 
ating systems,  ibm  plans  to  invest  $80 
million  over  the  next  three  year,  in  a 
project  with  Metaphor  Com]  iter 
Systems  to  develop  the  ultimate  an- 
swer to  the  compatibility  problem: 
"platform  independence."  The  idea 


is  to  produce  a  layer  of  software  that 
would  rest  atop  any  operating  system 
on  any  piece  of  hardware.  The  appli- 
cation developers  would  write  their 
software  just  once,  rather  than  start 
from  scratch  when  adapting  a  soft- 
ware package  for  a  new  computer. 
"It's  a  recognition  that  the  long-term 
economics  for  application  software 
developers  have  become  increasingly 
difficult,"  says  Metaphor  Chairman 
David  Liddle,  who  heads  the  project, 
called  Patriot  Partners. 

Technically,  the  task  is  daunting, 
which  is  why  IBM  engaged  Liddle,  an 
alumnus  of  Xerox's  prestigious  Palo 
Alto  Research  Center,  and  his  team  of 


IBM  Vice  President  James  Cannavino 
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and  Microsoft  has  been  played  out 

in  public  like  scenes  from 

a  bad  marriage.  In  hindsight, 

Cannavino  wonders  whether 

the  partners  ever  shared 

a  vision  about  the  future 

of  the  personal  computer. 


expert  programmers.  If  successful, 
and  an  aggressive  schedule  has  it  ship- 
ping first  versions  of  the  software  by 
the  middle  of  next  year,  Patriot  would 
threaten  Microsoft's  near-monopoly 
in  operating  systems.  After  all,  one  of 
Microsoft's  great  advantages  is  that 
for  a  long  time  popular  packages  like 
1-2-3  were  available  only  on  comput- 
ers running  MS  DOS.  Lotus'  Manzi 
calls  platform  independence  "soft- 
ware nirvana."  Liddle  hopes  it  will 
allow  software  developers  to  spend 
more  time  creating  interesting  new 
packages  rather  than  simply  upgrad- 
ing existing  programs  for  new  operai 
ing  systems. 

1  low  has  the  consumer  tared   as 


Gates  has  extended  his  power  in  the 
software  business?  So  far,  very  well. 
The  de  facto  standard  that  Microsoft 
and  ibm  created  for  the  PC,  MS  DOS, 
gave  birth  to  a  thriving  industry  of 
application  programming  that  would 
have  never  gone  so  far  if  developers 
had  had  to  write  code  to  fit  competing 
operating  systems.  The  pair  created  a 
uniformity  that  spawned  riches  of 
new  products  by  allowing  the  soft- 
ware developers  to  concentrate  on 
new  products  rather  than  on  different 
forms  of  the  same  product. 

Can  anyone  stop  Microsoft?  The 
answer  probably  is  no,  just  as  no  one 
has  ever  been  able  to  stop  IBM.  But 
competitors  have  given  IBM  a  run  for 
its  money — and  forced  it  to  stay  effi- 
cient. In  the  course  of  doing  so,  they 
created  (and  forced  ibm  to  create) 
new  kinds  of  computers — minicom- 
puters, workstations,  personal  com- 
puters— that  would  have  been  a  lot 
slower  in  coming  had  IBM  ever  been  a 
true  monopolist. 

Why  was  IBM  slow  to  answer  Digital 
Equipment  in  minicomputers,  Apple 
Computer  in  personal  computers  and 
Sun  Microsystems  in  workstations? 
It's  not  a  matter  of  deficient  technol 
ogy;  IBM  always  spent  lavishly  on  re- 
search. It's  the  installed- base  phe- 
nomenon. A  large  computer  compa- 
ny can  become  as  much  a  captive  of  an 
operating  system  or  computer  design 
as  its  customers.  Thus,  Sun  was  the 
first  company  to  get  a  lot  of  mileage 
out  of  reduced  instruction  set  com- 
puting, yet  the  technology  was  in- 
vented many  years  earlier  by  an  ibm 
scientist. 

Gates  -wd  his  fellow  programmers 
certainly  don't  lack  in  technology. 
Gates  is  already  talking  about  a  new 
operating  system  that  will  surpass  DOS 
and  OS/2  while  beating  back  compe- 
tition from  the  up  and  coming  Unix. 
He  envisions  a  day  when  even'  desk 
will  have  a  computer  on  it,  running 
Microsoft  software.  That  day  will 
come  only  if  computers  become 
much  easier  to  use,  bridge  the  com 
munication  gaps  among  different 
brands  of  hardware  and  software,  and 
become  powerful  enough  to  process 
speech,  handwriting  and  pictures. 
However  powerful  his  present  posi 
tion,  Hill  Gates  knows  that  he  is  in  a 
business  where  the  only  constant  is 
change.  Hi 
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In  today's  financial  markets,  what 
you  don't  know  caw  hurt  you. 

Which  is  why  you  should  know 
about  Dialog*  the  world's  most  com- 
prehensive online  information  service. 

With  news,  numbers  and  analysis 
from  sources  like  Dun  &  Bradstreet* 
Standard  &  Poor's*  and  Knight -Ridder 
Money  Center,"  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


I 1 

YES!  I  want  to  learn  how  to  make  my  own 
financial  history  using  Dialog: 


Name. 


I 
I 

j    Company. 

I 


Title. 


Address  . 
City 


DIALOG 

Bringing  you  the  world's  knowledge 


INFORMATION  SERVICES,  INC 
A  Knight-Ridder  Company  158 


State. 


.Zip. 


Phone. 


.Ext.. 


I_ 


C  1990  Dialog  Information  Services,  Inc.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  U.S.  Patent  and  Trademark  office.  Dun  &  Bradstreet.  Standard  &  Poor's,  and  Knight  Ridder  Money 
Center  are  registered  trademarks  of  their  respective  holders. 
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A  computer  crash  can  cause  a  company  crash, 
That's  the  reason  for  the  boom  in  computers 
that  can  fail  and  still  keep  working. 


Fail-safe 


By  David  Churbuck 

Computers,  like  humans,  err.  But  if 
computers  are  expected  to  fail  once  in 
a  while,  it's  nice  to  know  that  there  are 
ways  to  make  those  failures  invisible 
to  people  who  depend  on  machines — 
for  instance,  people  waiting  in  line  at 
an  airline  counter.  That's  the  gist  of 
so-called  fault-tolerant  computers — 
machines  that  can  suffer  failures  while 
continuing  to  function. 

For  companies  like  banks  and  air- 
lines that  rely  on  computers  for  ser- 
vice, having  a  fault -tolerant  computer 
can  mean  the  difference  between  be- 
ing open  for  business  and  being 
closed.  After  the  1989  San  Francisco 
earthquake  a  Bay  area  bank  was  able 
to  keep  its  automatic  teller  network 
up  and  running,  even  though  the 
bank's  Tandem  fault- tolerant  com- 
puter had  been  knocked  onto  the 
floor.  American  Airlines  wasn't  so 
lucky.  In  1989,  when  its  reservation 
system  crashed  for  12  hours,  Ameri- 
can could  have  lost  up  to  $50  million 
of  revenue.  American  didn't  then 
have  a  fault- tolerant  computer;  it  still 
doesn't,  relying  on  eight  mainframes. 

The  two  leading  makers  of  fault- 
tolerant  machines  have  grown  very 
rich  by  marketing  catastrophe  preven- 
tion to  companies  that  require  on-line 
transaction  processing  to  provide  ser- 
vices like  ATMs,  electronic  mail,  wire 
transfers  and  airline  reservations.  Tan- 
dem Computers,  of  Cupertino,  Calif., 
invented  fault-tolerant  computing 
and  then  became  famous  for  its  folksy 
management.  Founded  in  1974,  Tan- 
dem earned  SI 22  million  last  year  on 
sales  of  $1 .9  billion.  The  challenger  in 
the  market  is  Stratus  Computer,  an 
11 -year-old  Marlboro  Mass.  outfit 
that  last  year  earned  $37  million  on 
sales  of  $404  million,  under  founder 
and  chairman  William  F<  46.  It 

focuses    on    minicomputers    where 
Tandem  leans  to  mainframes. 


Now  nearly  everyone  in  the  com- 
puter business  is  getting  in  on  the  act. 
Hewlett-Packard,  Digital  Equipment 
Corp.  and  IBM  are  each  bringing  out 
more  "highly  available"  computers. 
Like  "highly  confident"  letters  from 
an  investment  banker,  they  aren't  ab- 
solutely guaranteed  to  work,  but 
they're  nearly  foolproof  and  they  cost 
less  than  fault-tolerant  systems.  Fur- 
ther competition  in  the  fail-safe  mar- 
ket comes  from  two  smaller  producers 
of  on-line  transaction  computers,  Se- 
quoia and  Pyramid. 


tronic  trail.  Then  both  tasks  run  at 
once  on  the  remaining  processor. 

Stratus  handles  failure  without  the 
complicated  housekeeping  by  hard- 
wiring computer  components  to- 
gether. The  Stratus  system  works  on 
one  job  at  a  time,  but  gives  the  job  to 
two  pairs  of  independent  Motorola 
microprocessors  so  it  can  compare 
results.  Let's  say  the  job  at  hand  is 
adding  $2  to  $3.  Each  microproces- 
sor crunches  the  numbers,  and  then 
the  paired  microprocessors  compare 
results.  If  the  results  from  one  pair  of 
microprocessors  are  $5  and  $6,  then 
those  processors  are  shut  down  mo- 
mentarily, while  the  computer  simply 
uses  the  result  from  the  other  pair. 

Both  schemes  have  their  relative 
advantages,  but  as  computer  power 
keeps  getting  cheaper  and  more  po- 
tent, the  hard -wired  approach  is  gain- 
ing converts.  Tandem's  new  line  of 
Integrity  S2  machines  eliminates  the 
need  to  run  the  bulky  Guardian  oper- 
ating system  by  using  a  hardware-only 
approach  to  fault  tolerance. 


William  Foster,  Stratus  founder  and  chairman 

"We're  selling  into  applications  where  the  computer  can  never  be  turned  off." 


Putting  redundant  hardware  into  a 
box  is  no  big  deal.  The  trick,  rather,  is 
how  to  handle  a  failure  that  occurs  in 
mid-transaction.  If  the  transaction  is  a 
wire  transfer,  how  can  you  be  certain 
that  your  customer  has  been  paid,  but 
paid  only  once?  Tandem's  Guardian 
operating  system  keeps  close  watch 
over  the  workings  of  two  computers 
linked  together.  Each  computer 
works  on  different  problems,  but  the 
Guardian  constantly  watches  for  fail- 
ures, and  keeps  a  separate  record  of 
even'  calculation.  When  processor  A 
fails,  the  Guardian  can  switch  its  task 
over  to  processor  B  by  referring  to  the 
last  error  free  calculation  on  the  dec 


There  is  no  shortage  of  customers 
willing  to  pay  a  30%  premium  over  the 
price  of  an  ordinary  computer  to  get 
fault  tolerance.  Stratus  and  Tandem 
have  moved  into  the  new  world  of 
computers  using  the  Unix  operating 
System  on  reduced  instruction  set  mi 

croprocessors.  This  enables  fault  tol 
erancc  to  move  from  mainframe  CUS 
miners  like  banks  into  more  mundane 
users  with  network  file  servers   Unix 
has  also  opened  up  the  virtually  \\n 
tapped  market  of  selling  computers  to 
switchboard  makers.  In  some  comp.i 
nies,  having  the  phone  system  go 
dead  is  even  worse  than  having  the 
computer  go  down  h 
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There's  never  been 

a  better  time 

to  buy  a  Canon 

plain  paper  FAX. 


The  Laser  Class™  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  quality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  won't  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770  also  offers  UHQ™  (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  "fuzzy"  lines  and  edges  of  faxes 
you  receive — both.  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  April 
30th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX-L770,  even  when  you've  run  out  of  paper.  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  of  8'/2 "  x  11"  paper  with  your 
purchase.  So  you  won't  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  for  up  to  one  year; 

Purchase  your  FAX-L770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd,  1992J 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  Laser  Class  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
or  call  1-800-OK-CANON. 


Canon 

LASER  CLASS 

F  A  X  -  L  7  7  0 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  lor  details  at  participating  Canon  dealers 
Available  only  mUS 


•Otters  available  at  participating  authorized  Canon  FAX  Dealers 

tSubject  to  credit  approval,  beginning  February  23rd,  1992,  tor  all  qualifying  purchases  made  on  your  Canon 
Credit  Card,  Finance  Charges  will  accrue  at  an  Annual  Percentage  Rate  of  up  to  1 7  88%  with  a  minimum  Finance 
Charge  of  501  for  any  month  m  which  a  Finance  Charge  is  due 
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COMPUTERS/COMMUNICATIONS 


Microsoft's  spreadsheet, 
on  its  third  try,  excels 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


IT'S  something  of  a  joke  in  the  soft- 
ware business  that  it  takes  Microsoft 
three  tries  to  get  something  right. 
There's  Windows  3.0,  Word  3.0  and 
now  Excel  3.0.  Excel  3.0,  the  latest 
release  of  Microsoft's  bestselling 
spreadsheet  for  Windows,  even  makes 
me  recant  my  premise  that  "spread- 
sheets are  boring,  subsequent  releases 
of  anything  are  boring,  and  a  combi- 
nation thereof  is  deadly." 

Excel  3.0  is  an  example  of  what  the 
new  friendlier,  smarter  software  is  all 
about.  (This  friendliness  is  well  exem- 
plified by  archrival  go  Corp.'s  Pen- 
Point software,  the  subject  of  my  Mar. 
4  column.)  Smart  software  under- 
stands the  user,  and  does  as  much  of 
the  work  as  possible.  This  isn't  magic; 
you  can  find  out  what  to  do  by  watch- 
ing real  users.  What  assumptions  do 
they  make?  What  actions  do  they  take 
most  frequently?  What  commands  do 
they  get  wrong  most  often? 

In  building  Excel  3.0,  Microsoft 
relied  in  part  on  a  Rice  University 
study  of  users  showing  that  5%  of 
commands  typically  get  85%  of  the 
use.  More  specifically,  over  70%  of 
spreadsheet  formulas  are  sums.  Mi- 
crosoft made  those  functions  extra- 
accessible  through  the  Toolbar  fea- 
ture of  Excel,  a  set  of  commands 
(pictured  as  little  images  on  the 
screen)  that  the  user  can  click  on  at 
any  time,  without  the  trouble  of  hav- 
ing to  summon  them  from  the  regular 
menu    with    several    keystrokes    or 
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movements. 

Obviously,  such  close  understand- 
ing of  the  user  must  be  application - 
specific:  There  are  different  sets  of 
frequently  used  commands  and  as- 
sumptions for,  say,  a  spreadsheet,  a 
word  processor  and  an  architectural 
design  package.  Secondly,  a  comput- 
er can't  guess  what  a  person  is  going 
to  do  if  it  has  no  idea  even  of  what 
he's  trying  to  do — write  a  letter,  cal- 
culate on  a  spreadsheet,  manage  a 
calculator,  balance  the  books.  In  fact, 
the  more  specific  a  field  gets,  the 
"smarter"  the  software  can  be. 

Microsoft  has  done  a  stunning  job 
of  creating  a  smart  spreadsheet  that 
can  make  reasonable  guesses  at  what 
the  user  is  trying  to  do.  The  system 
knows  the  underlying  "grammar"  of 
possibilities — what  the  user  could 
possibly  do  at  each  point — and  pre- 
sents him  with  defaults.  Example:  If 
he  double-clicks  on  the  right  edge  of  a 
column  that's  too  narrow  for  the 
numbers  in  it,  the  column  resizes  itself 
appropriately. 

Or  he  can  highlight  a  single  cell  and 
click  the  Autosum  button  on  the 
Toolbar;  the  system  makes  a  guess  as 
to  the  range  to  sum.  This  is  what 
would  be  called  artificial  intelligence 
if  you  didn't  know  how  it  worked.  In 
fact,  it's  fairly  straightforward  (and 
similar  to  what  a  person  might  do). 
The  software  looks  at  the  columns  or 
rows  of  numbers  lying  above  or  to  the 
left,  but  avoids  double  counting  of 
subtotals.  It  is  in  most  cases  aware  or 
which  numbers  are  subtotals,  because 
it  has  been  asked  to  make  the  subtotal 
calculations.  The  software  allows  the 
user  to  override  its  assumptions,  of 
course.  But  in  an  uncomplicated  situ- 
ation the  user  can  trust  the  program 
to  make  the  correct  guess  and  can 
d<  'uble -click  to  get  an  immediate  re- 
sult without  pausing  to  review  the 
assumptions. 

Similarly,  there's  spreadsheet  out- 
lining, which  also  uses  knowledge 
about  application  and  data  to 


perform  routine  tasks  automatically. 
It's  pretty  easy  for  a  computer  to 
figure  out  different  levels  of  detail  in  a 
spreadsheet.  It  can  distinguish  sub- 
totals from  totals  and  months  from 
quarters  and  years,  and  can  thus  "out- 
line" a  spreadsheet,  expanding  or  col- 
lapsing it  into  a  summary  as  the  user 
commands.  Basically,  it  looks  at 
which  rows  and  columns  add  up.  Of 
course,  there  are  cases  where  this 
doesn't  work,  but  that  just  means  the 
user  is  no  worse  off"  than  without 
oudining. 

Excel's  outlining  works  with  its 
ability  to  control  the  printing  style  for 
both  screen  displays  and  printed  out- 
put, so  that  the  fonts  and  other  text 
attributes  match  at  each  level  of  the 
outline.  The  same  sort  of  intelligence 
is  applied  to  consolidations  of  similar 
but  separate  spreadsheets — for  differ- 
ent sales  territories,  for  example.  Data 
from  matching  columns  and  rows 
are  merged,  and  unmatched  ones 
are  retained  as  distinct  items  in  the 
consolidation. 

Finally,  in  the  ultimate  act  of 
friendliness,  Excel  helps  the  user  who 
has  been  trained  on  the  rival  Lotus  1- 
2-3  product.  When  the  user  types  in 
1-2-3  commands,  Excel  shows  how 
to  restate  the  commands  for  Excel.  Of 
course,  it  would  be  easier  still  to 
simply  have  Excel  accept  any  1-2-3 
command  as  is,  but  this,  Microsoft's 
lawyers  evidently  feared,  could  have 
tangled  the  company  in  a  look  and- 
feel  copyright  lawsuit. 

With  Excel,  Microsoft  proves  there 
is  more  to  an  effective  user  interface 
than  just  visual  display.  It  also  in 
eludes  the  intelligence  to  understand 
and  anticipate  the  user's  actions  The 
user  interface  is  not  a  separate  law  i 
situated  on  the  screen;  it's  the  expres 
sion  to  the  user  of  the  software's 
underlying  intelligence  delivered 
through  the  behavior  on  the  screen. 
In  the  end,  I  don't  want  my  software 
to  be  merely  friendly;  I  want  it  to  In- 
smart  enough  to  understand  me.   M 

I.., Ins  ■  April  1,  L991 


archeqfa 

Different 
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Chances  Are,  Our  Idea  Of  A  Fiche 
And  Yours  Are  Oceans  Apart 

If  you  think  of 
microfiche  as  a 
musty  medium, 
relegated  to  the 
basement  ar- 
chives, then  you 
need  to  dust  off 
your  view  of  what's 
happening  now  at  Anacomp. 

WhatYouPutln 
IsWhatYouGetOut. 

Anacomp'snew 
DatagraphiXXFP 
2(XXPMstheonly 
Computer  CXitput 
Microfilm  (COM) 
system  with  fiche 
capabilities  that  in- 
clude a  variety  of  fonts, 
forms,  signatures  and 
loerotypes.  This  enables  the 
XFP  2000  to  replicate  forms 


and  documents  with  the  same  graphics 
as  the  original.  Invoices  and  statements 
which  have  the  "branded"  and  "cor- 
porate-look" of  the  original  can  be 
output  with  raw  alphanumeric  data  of 
sales  transactions. 

The  Flying  Fiche. 

If  speed  is  important,  ourpatented 
continuous  motion  laser  imaging  system 
can  process  fiche  twice  as  fast  as  any 
other  micrographics  system.  Over 
30,000  lines  per  minute  fast. 

Anacomp  Offers  You 

The  Most  Powerful 

Micrographics  System 

On  The  Market  Today. 

Or  tomorrow,  for  that  matter. 
Our  powerful  system  has  the  best 
brains  in  the  business,  controlling 
vital  functions  like  the  laser 
camera,  systems  software,  data 
reformattmgandmanagement, 
and  graphic  output.  These  brains 
operate  a  massive  "software  engine" 


man- 


with  unequaled  flexibility  and 
capability. 

The  Wonder  Fiche: 

It's  A  Perfect  Marriage  Of 

Micrographics  And  The  Most 

Advanced  Computer  Technology. 

Fbrinformationonowning  an 
Anacomp  informaticnand  i 
agement(I&.IM)! 
handleyourneeds 
vice  bureaus,  write] 
Anacomp,  Inc,i 
3060Peachtree; 
Road,N.W, 
Suite  1700, 

Atlanta.Ga.     iAV 
30305. 6rcall  ^^| 
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404-262-2667. 
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THE  IMAGE  OF  THE  FUTURE. 

anacomp 
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SCIENCE  &  TECHNOLOGY 


EDITED  DY  OARY  SlUTSKER 


Car  companies  have  been  talking  about  electronic 
guidance  systems  since  the  end  of  World  War  II. 
They're  great  gadgets.  Only,  who  needs  them? 

Solutions 


without 
problems 


From:  Gary  Slutsker,  tech  editor 
To:  Jerry  Flint,  senior  editor 
Let's  do  a  story  on  these  electronic 
road  maps  for  autos  that  use  satellite 
navigation.  I  think  the  Japanese  could 
be  getting  ahead  of  the  U.S.  in  this 
technology. 

Dear  Gary: 

I  was  somewhere  in  semirural  Indiana 
not  long  ago  listening  to  General 
Motors  engineers.  Little  TV  screens 
would  flash  maps — oops,  not  maps, 
because  when  you  bend  over  an  elec- 
tronic map  on  the  dash  at  60mph,  you 
end  up  in  a  ditch.  Anyway,  these 
screens  would  flash  text  telling  you 
how  to  get  someplace — a  city,  a  mall 
or  a  new  friend's  house — and  how  to 
avoid  traffic  jams. 

This  is  supposed  to  be  a  terrific 
benefit  to  mankind  because  it  would 
save  precious  time  plus  zillions  of 
gallons  of  gasoline  that  are  wasted 
every  year  on  idling,  wrong  turns  and 
getting  lost.  A  government  agency 
actually  claims  $73  billion  is  wasted 
on  traffic  jams  every  year. 

It's  nutty.  Out  of  all  the  big  three, 
GM  has  sunk  the  most  into  this  stuff, 
with  its  Navicar  electronic  navigation 
system  and  its  Near  Obstacle  Detec- 
tion System,  which  uses  microwave 
radar  to  warn  drivers  of  moving  ob- 
jects. Government  people  may  be 
wasting  even  more  money  on  the 
same  nonsense,  and  a  flock  of  private 
companies  are  in  it,  from  Motorola  to 
Germany's  Blaupunkt  Bosch. 

Sure,  if  I  had  been  a  cruise  missile 
from  the  battleship  Missouri  working 
my  way  to  a  poison  gas  factory  outside 


Basra,  those  electronic  maps  might 
have  been  pretty  useful.  But  in  the 
U.S.  we  have  those  big  white-on- 
green  signs  everywhere. 

I've  never  driven  west  of  Chicago, 
but  tell  me  to  find  the  Polo  Lounge  in 
Beverly  Hills  from  my  office  in  Man- 
hattan and  I'll  get  there.  After  the 
Lincoln  Tunnel,  I'll  find  1-80  West 
and  get  a  $3  highway  map.  From 
outside  Los  Angeles  I'll  call  the  Polo 
Lounge  for  the  freeway  exit.  No 
$3,000  electronics,  just  a  map  and  a 
25-cent  phone  call. 

Or  let's  say  Michelle  Pfeiffer  calls 
and  says  if  I  still  want  to  do  a  story  on 
her  favorite  mutual  funds,  I  can  come 
to  her  place  in  New  Rochelle  and 
interview  her  in  her  tub.  I  say:  "Mi- 
chelle, how  do  I  get  there?"  She  says: 
"Cross  the  Triborough,  take  the  Ho 
hoken  exit,  left  at  the  first  light,  go  five 
lights,  turn  left,  then  right  at  the  next 
block,  the  only  pink  house  on  Fantasy 
Lane."  An  hour  later,  I'm  saying: 
"Please  let  me  hand  you  your  towel, 
Miss  Pfeiffer."  Again,  no  $3,000 
Wizard  set. 


The  Wall  Street  Journal  recently 
called  this  electronic  navigation  stuff 
"an  electronic  yellow  pages  that 
would  give  directions  to  the  nearest 
Italian  restaurant."  Not  my  favorite 
Italian  restaurant,  not  the  best,  not 
the  cheapest,  but  the  closest.  In  the 
history  of  mankind,  do  you  really 
think  anyone  ever  said,  "Drive  me  to 
the  nearest  Italian  restaurant"? 

The  same  goes  for  electronic  high- 
ways. The  Pathfinder  project  on  the 
Santa  Monica  freeway  is  testing  a 
system  that  will  alert  drivers  to  traffic 
jams  and  give  alternate  routes.  In  the 
real  world  drivers  already  know  what 
to  do,  and  there's  a  well-accepted, 
free  information  source  in  place  now: 
radio  chopper  reports,  updated  every 
few  minutes.  Alternate  routes?  Com- 
muters know  them  already.  They  also 
know  you  can't  funnel  thousands  of 
cars  up  a  side  street. 

Years  ago  I  interviewed  Malcolm 
Ferguson,  who  was  then  the  president 
of  Bendix.  Bendix  had  tested  radar- 
controlled  brakes  for  cars  after  World 
War  II,  using  a  test  car  on  Detroit's 
main  drag. 

"What  happened?"  I  asked. 

"It  stopped  at  every  fire  hydrant  on 
Woodward  Avenue,"  he  said. 

Another  thing,  the  death  rate  in  car 
accidents  goes  down  every  year.  I 
don't  think  it  would  go  down  more 
with  these  gadgets.  Sure,  radar  has 
improved,  and  computers  keep  get- 
ting cheaper,  smaller  and  cheaper,  but 
so  far  nobody  has  come  up  with  a 
replacement  for  human  judgment  be- 
hind the  wheel.  Satellite  navigation 
for  automobiles?  It's  a  solution  in 
search  of  a  problem. 

I  keep  hearing  that  the  Japanese 
are  already  putting  these  things  in 
their  cars,  so  it  must  be  a  good  idea. 
You  recall  that  they  were  also  on 
the  leading  edge  with  cars  that 
talked  to  you.  "Good  morning. 
Your  door  is  ajar.  You  are  low  on 
fuel.  Your  fly  is  open."  Heard  one 
of  these  lately? 

Okay,  in  japan  they've  got  a  map 
problem.  They  forgot  to  put  consecu- 
tive numbers  on  houses  and  names  on 
streets,  probably  another  trick  to  keep 
the  gaijin  from  selling  imported 
goods.  It  makes  it  hard  lor  them  to 
find  anything.  That's  their  problem, 
not  ours. 
Jerry.  H 
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Who  just  fit 
Mainframe  R>wer 
in  a  pizza  box? 
Data  General  presents 

the  AViiON  7000 
and  8000  systems. 
(Ready  for 
delivery  today!) 


*>  1991  DATA  GENERAL  CORPORATION 


We've 

just  sliced 

mainframe 

power 

down  to  size. 

Data  General's  AViiON  7000  and  8000  systems 

have  117  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 

That's  right.  The  brains  of  these  next-generation  Open  Systems 

occupy  the  same  space  as  your  basic  large  pie. 

Thanks  to  our  new  disk  array  technology, 

you  can  get  an  amazing  48  gigabytes  of  storage 

on  fault  tolerant  disks.  Best  of  all,  this  mainframe  power  is  yours 

for  a  price  starting  at  less  than  $100,000- 

and  it's  available  right  now!  And  we  don't  scrimp  on  software. 

These  binary  compatible  UNIX-based  systems 

support  all  the  leading  databases, 

business  applications  and  communications  software. 

Through  advanced  symmetric  multiprocessing, 

AViiON  offers  large  scale  commercial  system 

performance  that  used  to  take  up  a  whole  room. 

With  both  our  AViiON  Open  Systems  or  our 

ECLIPSE  Family,  Data  General's  22  years  of  mastering 

technology  has  been  making  life  easier 

for  a  lot  of  people.  Now  it's  your  turn. 

For  more  information  call  1-800-DATA  GEN. 


INSIGHTS 


SCIENCE  a  TECHNO! 


If  s  for  real 


COMMENTARY  BY  MICHAEL  GIANTURCO 


nology  products;  and  the  defensive, 
or  recession-resistant  qualities  of 
pharmaceutical  and  medical  technol- 
ogy products  in  general. 

In  hard  times  these  stocks  were 
hard  to  resist.  But  by  now  many  of  the 
ogy  groups  are  quite  consistent  with  hew  products  are  out,  the  bets  are  in 
the  past  performances  of  science  and  place,  and  the  broader  economy  has 
technology  stocks  as  they  enter,  more  to  offer.  In  the  past  few  weeks 
weather  and  exit  a  recession.  we  have  seen  extremes  of  volatility 

From  the  table  presented  here  of  (wild  gyrations  in  price)  in  the  bio- 
the  biggest  gainers  among  technol-  technology  and  medical  technology 
ogy  stocks — U.S.  companies  with  stock  sectors,  notably  affecting  the 
price/earnings  ratios  up  to  125,  stock  most  visible  stocks  like  Amgen,  its 
prices  over  $5  and  asset  coverage  of  at  archrival  Genetics  Institute,  and  La- 
least  twice  liabilities — you  can  see  that  serscope.  But  for  all  this  frenzied  ac- 
the  simultaneous  rally  of  semiconduc-  tivity,  the  biotechs  seem  to  be  gradu- 
tor  and  computer  stocks  is  well  under  ally  passing  to  stage  left, 
way.  The  semiconductor  stocks  are  This  little  de-emphasis  of  the  bio- 
Tseng,  which  makes  chips  for  PC  technology  group  suggests  the  mar- 
graphics;  Weitek,  a  specialty  math  co-  ket's  willingness  to  move  off  of  the 
processor  supplier;  and  Cirrus,  which  defense.  But  there  is  still  more  to  it. 
The  technology  business  cycle  has  a     makes  semiconductors  for  graphics     Biotechs  make  pharmaceuticals,  and 

they  share  the  sensitivity  of  the  major 
pharmaceuticals  to  the  value  of  the 
dollar.  This  is  because  the  drugmakers 
are  among  our  strongest  exporters. 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


rhythm  all  its  own.  At  the  beginning  and  "smart"  disk  controllers.  The 
of  a  recovery,  the  sun  shines  first  on  computer  companies  are  PC  doners 
semiconductor  stocks,  then  passes  on  Dell  and  AST — but  the  rest  of  the 
to  the  computers,  and  finally  sheds  its  stocks  are  also  computer  related,  with 
rays  on  the  software  industry.  Then,  two  exceptions:  Applied  Biosystems,  Their  business  does  especially  well  as 
after  the  economic  expansion  is  over  a  biochemical  instrument  maker,  and  the  dollar  softens.  Now,  with  the 
and  the  economy  is  well  into  reces-  Amgen,  the  biotech  superstar.  dollar  finally  taking  a  firmer  stand, 
sion,  investors  are  drawn  to  health  The  slip  from  leadership  of  the  you  would  expect  to  see  some  incipi- 
care,  including  biotech  stocks.  biotech  and  pharmaceutical  stocks  is  ent  weakness  in  export  markets — and 
Last  summer,  as  if  on  cue,  the  significant,  and  supports  the  idea  that  a  shift  in  stock  market  emphasis  to 
software  stocks  led  the  science  and  the  recession  is  fading.  Last  fall  bio- 
technology stock  market — right  into  tech  stocks  were  selling  on  two  strong 
recession.  By  the  turn  of  the  year,  the  appeals:  the  simultaneous  arrival,  after 
best  gains  were  being  scored  by  bio-  many  years,  of  multiple  new  biotech- 
technology    and    medical 


technology  stocks — a  typi- 
cal recession  picture. 

What  now?  The  cycle  is 
taking  its  usual  course. 
Technology  leadership  has 
rotated  once  again,  this 
time  to  chips  and  comput- 
ers. Semiconductor  and 
computer  hardware  stocks 
are  making  a  fast  upward 
move  together. 

This  is  indeed  an  indica- 
tion of  the  beginning  of  an 
economic  expansion.  It  is 
not  just  mindless  fad-fol- 
lowing from  one  hot  group 
to  the  next.  The  business 
cycle  underlies  these 
changes  in  the  favorite 
stock  groups,  so  there  is  a 
logical  progression  here. 
The  changes  in  leadership 
among  these  four  technol- 


Computer  stocks  are 

back 

Company 

18-week 

P/E 

Recent 

Price/sales 

stock  gain 

ratio 

price 

ratio 

IPL  Systems 

176% 

30 

27 

5.8 

AST  Research 

169 

14 

25 

1.4 

Tseng  Labs 

164 

25 

8 

4.7 

Amgen 

163 

122 

126 

16.7 

Dell  Computer 

156 

19 

26 

1.0 

Group  1  Software 

144 

22 

16 

3.1 

Weitek 

140 

16 

13 

1.8 

Cirrus  Logic 

126 

18 

22 

2.5 

Applied  Biosystems 

123 

91 

15 

1.3 

Network  General 

119 

22 

11 

3.9 

Source:  Telescan  Houston. 

Over  the  past  18  weeks,  these  ten  U.S.  science  and 
technology  stocks  have  led  the  group. 
The  score:  computers  8,  biotech  2. 


shares  of  companies  that  import  or 

manufacture  overseas. 

Many    U.S.    semiconductor    and 

computer  firms  import  from  their 
plants  in  the  Far  East,  Eu- 
rope and  Latin  America.  As 
the  dollar  strengthens, 
their  cost  of  overseas  manu- 
facture drops.  This  helps 
them  prosper.  Here  are- 
trends  that  typically  accom- 
pany recession's  end,  and 
arc  rapidly  factored  into  the 
stock  market. 

From  the  gains  on  the 
table,  one  would  expect  a 
correction  in  the  normal 
course  of  things.  But  the 
good  news  about  the  cor 
rection  is  this:  Given  the 
evidence  for  economic 
strength  suggested  by  die 
shifts  we  have  now  seen  in 
market  leadership  over  the 
past  several  months,  we 
need  not  fear  anything 
worse  than  a  correction 
We've  had  the  crash.       SB 
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Untangling 

your  energy 

management 

problems 

before  they 

tie  up  your 

facility. 


Johnson  Controls  Facility 
Management  System  fore- 
casts cooling  requirements 
based  on  predicted  weather 
conditions  for  the  next  day 
to  optimize  the  totally  elec- 
tric HVAC  system  at  The 
Crescent,  in  Dallas. 


When  you  hear  complaints  about 
comfort,  see  your  utility  bills  go 
up,  or  your  building's  equipment 
go  down,  you  know  you  have  an 
energy  management  problem. 

If  your  facility  is  more  than  10 
years  old,  you  may  have  less  ob- 
viousproblems.  Aging  equipment, 
outmoded  technology  and  chang- 
ing building  usage  may  be  the 
culprits. 

Johnson  Controls  brings  over  100 
years  of  experience  in  recogniz- 
ing and  solving  these  money- 
wasting  problems.  We're  sensitive 
to  the  unique  energy  manage- 
ment requirements  of  your  facility, 
whether  it's  a  hospital,  retail  store, 
warehouse,  school,  or  office  build- 
ing of  any  size. 

We  can  design  and  implement 
solutions  that  provide  greater 
cost-effectiveness  with  no  com- 
promise in  occupant  comfort.  And 


you'll  take  comfort  in  the  prompt 
payback  of  your  investment  and 
our  flexible  financing  packages. 

Don't  wait  for  an  energy  man- 
agement crisis  before  you  call 
Johnson  Controls.  Call  now  at 
1-800-972-8040  and  avoid  one. 
Or  write,  Johnson  Controls, 
Systems  and  Services  Division, 
C19,  Milwaukee,  Wl  53201-0423. 
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The  war  is  over,  the  stock  market  is  up  and  off-peak 
rates  are  phasing  in.  Time  to  kick  off  your  shoes 
and  head  for  the  Caribbean? 

Antidotes  for 
cabin  fever 


Peter  Island  Resort 
in  the  British 
Virgin  Islands 
The  barracuda's 
out  of  the  pool. 


If  you  skipped  your  Caribbean  vaca- 
tion this  winter  but  still  hanker  to  get 
down  to  the  islands,  this  spring  may 
be  the  best  time  to  go  in  years.  There 
are  still  plenty  of  vacancies  at  even  the 
best  resorts.  Rates  drop  by  as  much  as 
50%  on  or  about  Apr.  1  (see  table, 
opposite).  Two  destinations  of  particu- 
lar note  this  season  are  Peter  Island, 
one  of  the  lesser-known  British  Virgin 
Islands,  and  Anguilla,  in  the  Leeward 
Islands,  next  to  St.  Martin. 

Peter  Island 

Getting  the  barracuda  out  of  the 
swimming  pool  was  the  least  of  the 
problems  that  Amway,  which  owns 
the  Peter  Island  Resort,  faced  in  the 
wake  of  Hurricane  Hugo.  The  storm, 
the  worst  to  visit  the  British  Virgin 
Islands  in  modern  memory,  caused  so 
much  damage  when  it  struck  on  Sept. 
17,  1989  that  it  took  15  months  for 
the  resort  to  reopen,  which  it  finally 
did  in  January  of  this  year. 

Regulars  at  Peter  Island  will  find 
the  place  only  slightly  changed,  and 


entirely  for  the  better.  A  fitness  center 
has  been  added.  Communications 
have  been  improved.  You  can  now  get 
crystal-clear  phone  connections  to 
the  U.S.  from  your  room,  and  watch 
CNN  and  other  mainland  program- 
ming in  the  resort's  lounge. 

There  is  now  a  dive  shop  on  the 
premises;  diving  courses  are  offered  in 
the  resort's  freshwater  pool.  There  are 
some  36  notable  dive  sites  within  easy 
reach,  including  the  spectacular 
wreck  of  the  Rhone,  a  British  mail  ship 
that  sank  in  1867  and  is  now  encased 
in  coral.  One  half  of  the  RhoneWes  in 
waters  shallow  enough  to  be  enjoyed 
by  snorkelers. 

After  Hugo,  tons  of  new  topsoil 
were  barged  in  and  the  resort  was 
completely  relandscaped.  Hibiscus, 
bougainvillea,  rubber  plants  and  doz- 
ens of  other  varieties  of  tropical  plants 
and  trees  line  the  island's  pathways 
and  roads.  Rooms,  too,  have  been 
refurbished — there  are  now  king-size 
beds  in  most  units. 

Getting  to  the  island  is  also  a  bit 


easier.  Most  visitors  fly  to  San  Juan 
and  transfer  to  puddle  jumpers  for  the 
short  flight  to  Beef  Island,  Tortola. 
Pre -Hugo,  it  was  necessary  to  take  a 
taxi  from  the  Beef  Island  airport  to  the 
ferry  slip  on  Tortola.  But  now  the 
flights  are  met  directly  by  ferries  from 
the  resort.  (You  can  also  arrange  for 
helicopter  service  to  and  from  St. 
Thomas.  Price:  $390  per  couple, 
each  way.) 

What  hasn't  changed  is  the  island's 
quiet  and  privacy.  There  are  still  only 
50  roomy,  well-appointed  units  avail- 
able— 30  on  the  harbor  and  20  a  few 
steps  from  the  beach  at  Deadman's 
Bay.  All  rooms  have  minibars,  radios, 
phones,  hair  dryers  and  air-condition- 
ing, though  you'll  rarely  find  the  lat- 
ter necessary  thanks  to  the  constant 
sea  breezes,  which  help  make  the 
British  Virgin  Islands  such  a  delight 
for  sailors.  There  are  plenty  of  small 
sailboats  and  windsurfers  available  for 
use  during  the  day.  And  you  can 
arrange  for  bareboat  or  chartered  sail- 
boats to  cruise  the  nearby  islands. 

The  Crow's  Nest  has  a  few  weeks 
open  if  you  want  to  splurge.  This 
hilltop  villa  overlooking  the  sailing 
fleets  in  Drake's  Channel  has  four 
bedrooms,  four  baths,  a  pool,  a  cook, 
two  maids  and  a  gardener.  Cost: 
$2,500  per  day,  including  everything 
but  tips  and  taxes.  -W.G.F. 

Anguilla 

A  good  indication  that  Anguilla  is  still 
the  hottest  property  in  the  Caribbean 
is  the  number  of  Wall  Street  nouveaux 
who  claim  to  have  been  among  the 
first  to  discover  the  place.  For  these 
guys,  finding  the  new  best  island  is 
probably  more  satisfying  than  uncov- 
ering the  next  IBM. 

Though  it's  no  longer  "new,"  An- 
guilla, a  16-mile-long  scimitar  of  sand 
just  north  of  St.  Martin,  is  still  very 
much  a  place  to  be  seen.  And  not 
without  reason:  No  other  Caribbean 
island  has  such  a  pleasing  combina- 
tion of  luxury  digs,  haute  cats,  pristine 
beaches  and  room  to  roam. 

If  anything,  the  island's  better  than 
ever  thanks  to  its  policy  of  allowing 
only  small,  luxury  hotels  and  gour- 
met-class restaurants  to  be  built. 

Consider    Mango's,    a    delightful 
new  dinner  spot  at  Barnes  Bay,  one  of 
Anguilla's  perfect  beaches.  Run  bycx 
Vermonters    Robert     and     Mclnula 
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Blanchard,  Mango's  has  but  ten  ta- 
bles and  a  bar  under  its  roof.  A  micro- 
scopic operation — yet  Anguillan  offi- 
cials and  locals  put  the  Blanchards 
through  almost  three  years  of  negoti- 
ations before  they  were  permitted  to 
sell  their  first  pina  colada. 

The  Blanchards'  patience  paid  off. 
Blackened  snapper,  mahimahi  in  or- 
ange-pepper marinade,  and  sizzlingly 
spicy  gazpacho  have  kept  the  place 
packed  since  its  September  opening. 
It  doesn't  hurt,  either,  that  the  open- 
air  restaurant  is  just  a  stroll  down  the 
beach  from  one  of  the  island's  top 
resort  hotels,  the  low-key  and  relax- 
ing Coccoloba  Plantation. 

It's  nobody's  idea  of  cheap,  but 
Anguilla,  in  spots,  is  more  affordable 
today  than  it  was  a  few  years  back. 
Thanks  to  the  economic  downturn  in 
the  U.S.,  some  of  the  island's  hotels 
have  had  to  drop  their  prices  a  few 
notches. 

Anguilla  has  three  dazzling  resort 
hotels.  Six-year-old  Malliouhana, 
perched  on  a  cliff  overlooking  the 
aquamarine  Atlantic,  sets  the  tone  for 
the  island.  The  51 -room  hotel  is  the 
glittery  choice  of  those  who  put  a 
premium  on  being  in  exactly  the  right 
places,  whatever  the  cost.  It  is  Cap 
d'Antibes  in  the  Caribbean. 

Cap  Juluca,  the  island's  newest  ho- 
tel, has  an  exotic  feel;  its  65  white- 
washed, Moroccan -style  rooms  are 
home  to  the  international  set  and 
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Coccoloba  Plantation,  on  the  suddenly  chic  island  of  Anguilla 
The  unpretentious  retreat  of  Monaco's  Princess  Stephanie. 


others  who  tend  to  keep  to  them-  Stephanie  of  Monaco  recently  retreat- 
selves  and  their  kind.  ed  for  some  sun  and  solitude  here.  Its 
Coccoloba  prides  itself  on  being  5 1  bungalows  are  strung  along  a  gor- 
the    least    pretentious    of   the    big  geous,  mile-long  beach, 
tjjree — never     mind     that     Princess  All  three  of  these  resorts  produce 


A  sample  of  luxury  resorts  in  the  Caribbean 


Resort/reservations 

Caneel  Bay  St  John/800-223-7637 
Cap  Juluca  Anguilla/800-235-3505 
Coccoloba  Angujlla/800-833-3599 
Curtain  Bluff  Antigua/2 12-289-8888 
Jumby  Bay  Antigua/800-421-9016 
La  Samanna  St  Martin/800-372-1323 
Little  Dix  Bay  Virgin  Gorda/800-223-7637 
Malliouhana  Anguilla/212-696-1323 
Meridian  Club  Turks  and  Caicos/800-331-9154 
Peter  Island  BVI/800-346-4451 
Petit  St  Vincent  Grenadines/800-654-9326 

*Taxes  and  gratuities  not  included.    tMore  expensive  accommodations  may  be  available,    a.  Includes  recreational  facilities,    b.  Includes  breakfast,  recreational  facilities,    c.  Includes  3 
meals  and  all  beverages,  recreational  facilities,    d.  Includes  3  meals,  recreational  facilities,    e.  $525  rate  is  from  Mar  17  to  Apr  13;  $395  rate  is  from  Apr  14  until  Aug  31. 


Daily  cost 
per  couple* 

Number  of 
roomst 

Availability 

Comments 

$210-$400  (a) 

171 

Good 

April,  May  limited 

April  limited 

Tennis  and  combination  packages  with  Little  Dix  Bay  available 

235-580  (a) 
195-495  (b) 

65 
51 
61 

"Romantic  retreat"  packages  offered  May  1-Aug  31 
Short-break  plan  for  4  nights;  tennis  program 

395-695  (c) 

Limited 

Tennis  week,  May  5-12 

695  (c) 
250-350  (a) 

38 
75 

Good 
April  limited 

No  special  deals 
Also  offers  meal  plan 

440-460  (c) 

102 

Good 
May  limited 

Has  scuba  packages  for  3  or  7  nights 

300-475  (a) 

51 
13 

No  special  deals 

350  (d) 

Good 

Hideaway  plan,  7  nights,  includes  deserted-isle  picnic 

425-950  (d) 

50 
22 

Good 

Has  ashore/afloat  programs 

395-525  (d,  e) 

April,  May  limited 

Summer  package  starting  May  1 
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feil  Bottger 

ivites  you  to  fill-er-up. 


Our  Original  Attache,  that  is.  It  stretches. 
And  stretches.  Holds  everything  but  the 
kitchen  sink.  Because  it's  not  one  of  those 
rigid,  uptight  attaches. 
It's  soft,  friendly  cotton 
canvas.  We  got  the  idea 
for  it  back  in  our  sailing 
days,  Neil  recalls.  "Back  then,  Lands'  End 
was  making  mainly  duffles  for  sailors,  in 
nylon  and  acrylic.  Gary  Comer  suggested 
we  get  into  some  more  business-like  bags. 
With  that  same  kind  of  good  sense.  Bernie 
Roer  did  five  or  six  designs,  and  one  of 
them  was  an  attache." 

(Gary  Comer  being  the  founder  of 
Lands'  End,  Bernie  Roer  its  first  Creative 
Director.) 

This  jaunty  attache  sold  well  right  from 
the  beginning.  And  Neil  improved  it  along 
the  way. 

It  got  wider  (and  still  more  accommo- 
dating), to  handle  D-rings  and  the  carrying 
straps  customers  asked  for. 

And  it  got  smarter.  An  inside  "organizer 
pocket"  came  on  board  in  1977,  with  places 
for  pens,  pencils,  calculator  and  more.  In 
1979,  a  handy  key  clip.  And  just  a  few  years 
ago,  bottom  straps  to  hold  an  umbrella. 

People  in  all  walks  of  life  adopted  it. 
Executives.  Auto  mechanics.  Doctors. 
Musicians.  Teachers.  Even  astronauts. 

"One  of  them  visited  Dodgeville,"  recalls 
Neil.J'and  he  brought  this  bedraggled 
Lands'  End  attache  with  him.  We  tried  to 
give  him  a  new  one,  but  he  wouldn't  give 
the  old  one  up!" 

But  Neil's  favorite  tale  is  that  of  a 
woman  who  used  our  attache  on  a  very 
tender  errand:  carrying  six  newborn  kit- 
tens to  the  veterinarian  for  their  very  first 
check-up. 

Neil  estimates  we've  sold  over  half  a 
million  of  our  Original  Attaches.  Probably 
because  you  can  carry  just  about  anything 
and  everything  in  them.  How  in  the  world 
do  they  manage  to  swallow  so  much? 

"The  cotton  stretches  a  good  two  or 
three  percent,"  says  Neil.  "And  it's  not  a 
structured  bag -no  welted  seams,  no  lin- 
ing-so  that  makes  it  more  flexible  too." 

Write  or  call  for  a  free  Lands'  End 
catalog.  Browse  through  page  after  page  of 
fine  clothing,  and  the  several  lines  of  soft 
luggage  we  make  ourselves.  And  give  our 
Original  Attache  a  closer  look:  only  $39.50, 
in  six  colors,  and  the  monogramming's  on 
us.  Place  an  order.  And  then -are  you  ready, 
Neil? -"FILL-ER-UP!" 

©  1991,  Lands'  End,  Inc. 


ANDS'ENH 


□  Please  send  free  catalog. 

□  Please  send  Annual  Report. 
Lands' End      Dept.H-15 
Dodgeville,  WI 53595 

Name 


Address. 
City 


State. 


.Zip. 


Write  or  call  toll-free: 
1-800-356-4444 


COLLECTORS 


PERSONAL  AFFAIRS 


first-class  cuisine  at  first-class  prices. 
French  chefs  run  the  kitchens  at  Mal- 
liouhana  and  Cap  Juluca,  offering 
such  delicacies  as  dolphin  in  cream 
sauce  with  morels  and  sauteed  cray- 
fish wrapped  in  lettuce  leaves.  Cocco- 
loba's  chef  hails  from  Chile;  he  serves 
up  a  mean  conch  fritter  and  cooks 
local  kingfish  to  a  T. 

One  of  the  best  things  about  An- 
guilla:  If  you  tire  of  the  glitz  and 
glamour,  you  can  always  sample  the 
simple  island  life.  Rent  a  Moke — a 
sort  of  mini-jeep — and  head  east  to 
Island  Harbor  for  lunch  on  Scilly  Cay, 
a  tiny  island  strewn  with  conch  shells  a 
few  hundred  yards  off  the  beach.  Now 
walk  to  the  end  of  the  Island  Harbor 
pier  and  wave  vigorously.  You'll  be 
picked  up  by  a  small  launch  and  de- 
posited on  Scilly  Cay,  where  Sandra 
and  Eudoxie  Wallace  will  ply  you  with 
rum  punch  and  grilled  chicken,  cray- 
fish or  lobster,  pasta  salad  and  fruit. 
Plan  on  spending  the  afternoon  on 
the  island,  sunning  yourself  on  a 
chaise,  snorkeling  the  clear  blue  wa- 
ters or  dozing  in  the  shade  of  a 
thatched  bohio.  After  the  long  lunch, 
the  launch  will  take  you  back  to  shore. 

Or  you  might  want  to  drive  down 
to  Shoal  Bay.  Here,  in  addition  to 
white  sand  and  fine  snorkeling,  are  a 
string  of  funky,  open-air  lunch  spots. 
Uncle  Ernie's  grills  up  burgers  and 
fries,  and  the  Oasis,  at  one  end  of  the 
beach,  is  swell  for  a  cold  beer.  Another 
slice  of  island  life  can  be  found  in  the 
pretty  harbor  village  of  Sandy 
Ground,  home  to  half  a  dozen  eater- 
ies. For  seafood  try  Lucy's  Palm  Palm 
and  the  Barrel  Stay;  the  Riviera  offers 
good  French  cuisine. 

Weather  on  Anguilla  is  another 
plus:  Rare  are  the  rain  squalls  that  on 
other  islands  threaten  an  even  tan. 
Mosquitoes  are  nowhere  to  be  found, 
either;  the  same  cooling  breeze  that 
rustles  the  sea  grapes  by  day  keeps 
insects  away  come  nightfall. 

To  get  to  Anguilla,  you  have  to 
change  planes  in  either  San  Juan  or  St. 
Martin — American  and  Pan  Am  serve 
these  hubs.  Or  fly  to  St.  Martin  and 
take  a  20-minute  fern'  ride  to  the 
island.  For  more  information,  contact 
your  travel  agent  or  the  Anguilla 
Tourist  Office,  271  Main  St.,  North- 
port,  N.Y.  11768.  Tel.:  800-553- 
4939  or  516-261-1234. 

-GRETCHKN  MORCihNSON     ■■ 


If  you  traveled  in  the  South  of  France  in  the  Fifties, 
Sixties  or  Seventies  and  bought  inexpensive  souvenir 
ceramics  with  a  Picasso  feel,  read  this  article. 

The  best  kind 
of  souvenir 


By  Christie  Brown 

While  vacationing  in  the  South  of 
France  in  1972,  labor  lawyer  David 
Previant  and  his  wife,  Lois,  bought  an 
eye-catching  blue-and-white  vase 
painted  with  four  abstract  faces. 
Bought  from  the  Madoura  pottery 
store  in  the  crafts  town  of  Vallauris, 
near  Cannes,  the  vase  looked  as  if  it 
had  been  thrown  by  Pablo  Picasso 
himself  (who  would  die  the  following 


year),  but  it  cost  the  Previants  a  mod- 
est $350.  Still,  a  nice  souvenir. 

Back  home  in  Milwaukee,  the  Pre- 
viants put  the  vase  on  their  mantel, 
where  it  received  a  weekly  dusting 
until  last  year.  Then  they  heard  ru- 
mors that  serious  money  was  being 
paid  for  similar  pieces  at  auction.  They 
checked  out  the  rumors,  which 
turned  out  to  be  true.  In  February  the 


Picasso  plates,  pitchers  and  vases  have  skyrocketed  in  recent  years 

Though  seldom  touched  by  the  master  himself,  they  all  bear  his  stamp. 
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Previants'  souvenir  vase  fetched 
$35,000  at  Sotheby's  in  New  York. 

A  similar  story:  Stationed  with  the 
U.S.  Army  in  Germany  in  1970,  Rog- 
er Zapke,  Forbes'  deputy  art  director, 
took  a  week  off  to  sightsee  on  the 
Riviera  with  friends.  Stopping  at  the 
Madoura  studio,  he  sprang  for  $40 — 
about  one- third  of  his  monthly  pay — 
for  a  Picasso-style  pitcher  strikingly 
painted  with  faces  and  an  owl.  "I 
thought  it  was  a  great  souvenir," 
recalls  Zapke,  who  shipped  the  pitch- 
er home  to  his  less  appreciative  moth- 
er. "She  thought  it  was  the  ugliest 
thing  she'd  ever  seen." 

She  should  have  learned  to  love  it. 
Zapke  is  now  debating  the  attractive 
options  of  holding  on  to  the  keepsake 
or  selling  it  and  buying  a  red  Mazda 
Miata.  Last  month  New  York  dealer 
Jane  Kahan  appraised  Zapke's  pitcher 
at  about  $13,000. 

Famed  for  his  paintings,  sculpture 
and  graphics,  Pablo  Picasso  (1881- 
1973)  was  long  intrigued  by  ceram- 
ics. After  seeing  the  works  of  the 
Madoura  potters  at  a  crafts  fair  in 
1946,  he  asked  Georges  and  Suzanne 
Ramie,  who  ran  the  studio,  to  teach 
him  how  to  throw  pots. 

From  1947  to  1971  the  Ramies  set 
aside  space  in  their  studio  for  Picasso 
to  pot  whenever  he  pleased.  In  return, 
Picasso  allowed  the  Ramies  to  make 
and  sell  copies  of  whatever  ceramic 
pieces  he  produced  at  Madoura,  and 
to  retain  all  profits.  Picasso  did  per- 
sonally make  thousands  of  individual 
ceramic  pieces.  But  as  shrewd  as  he 
was  prolific,  Picasso  kept  virtually  all 
of  his  own  thrown  pieces;  today  most 
are  owned  by  his  family  or  museums, 
and  few  ever  come  up  at  auction. 

Over  the  years  the  Madoura  studio 
produced  633  different  "Picasso" 
plates,  bowls,  vases  and  pitchers,  in 
limited  editions  ranging  from  25  to 
500  copies.  ^Picasso's  actual  involve- 
ment in  the  various  objects  varied 
greatly.  While  sometimes  he  made  the 
clay  molds  used  for  designs,  other 
times  he  simply  dabbed  paint  on  a 
plate  or  pitcher  taken  from  the  drying 
racks.  Madoura's  artisans  finished  the 
prototypes  and  designs  and  repro- 
duced them. 

Pottery  that  needed  special  tech- 
niques to  reproduce  was  stamped 
"empreinte  originale  de  Picasso." 
The  rest  was  marked  "edition  Picas- 


Roger  Zapke  with  Picasso  pitcher  he  bought  for  $40  in  1970 
Debating  whether  to  keep  it  or  trade  it  in  for  a  brand-new  Miata. 


so."  But  Picasso  obviously  liked  the 
works.  In  fact,  he  kept  a  stack  of 
Madoura  copies  handy  at  the  studio 
to  give  to  visitors  who  admired  his 
ceramic  work. 

Surprisingly,  the  market  tends  to 
ignore  the  degree  of  Picasso's  direct 
involvement  with  the  Madoura  ce- 
ramics. The  recordholder  for  a  Picas- 
so ceramic,  for  example,  is  not  one  of 
his  personal  pieces  but  instead  an 
"empreinte  originale"  that  he  de- 
signed but  probably  never  even 
touched.  The  piece,  a  2-foot-high 
vase  decorated  with  four  curvy  nudes, 
sold  for  $220,000  last  year  at  Sothe- 
by's. It  was  one  of  an  edition  of  25.  It 
probably  sold  for  about  $2,000  back 
in  the  Sixties. 

It  is  only  in  the  last  five  years  that 
prices  of  these  pieces  have  escalated 
sharply.  Picasso  vases  and  plates  that 
commonly  fetched  $800  at  auction  in 
1985  now  bring  $12,000.  The  reason 
for  the  escalation:  The  ceramics  are 
the  last  relativelv  affordable  Picasso 


objects  still  available.  "You  would 
have  to  pay  over  $40,000  for  a  good- 
quality  color  Picasso  print,"  says  Mar- 
tin Gordon,  a  Naples,  Fla.  dealer. 
"For  the  same  price,  you  can  get 
several  colorful  ceramics." 

If  you're  thinking  about  a  quick 
bargain-hunting  trip  to  Madoura, 
forget  it.  The  studio  still  has  inventory 
on  some  editions,  but  the  market  now 
determines  the  studio's  prices.  Sothe- 
by's recently  sold  a  Picasso  pottery 
plaque  for  $34,000.  M  'doura's  price 
for  the  plaque:  $33,700. 

Note:  To  check  if  you  have  a  Picas- 
so ceramic  look  first  for  the  Madoura 
stamp.  So  far  no  fakes  have  surfaced. 

And  if  you  consider  selling  it,  send  a 
photo  to  a  good  dealer  such  as  Jane 
Kahan  Gallery,  New  York  City;  Mar- 
tin Gordon,  Naples,  Fla.;  or  Edward 
Weston  Fine  Arts,  Northridge,  Calif. 
For  interested  buyers,  the  print  de- 
partment at  Christie's  is  auctioning 
about  60  Picasso  ceramics  May  14  in 
New  York.  ■■ 
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If  a  guy  can  sell  ice  cream  to  Eskimos, 
why  should  he  hassle  with  banks 
over  percentage  points? 

The  Turbo  Wash 
man 


By  Gail  Buchalter 

Sometimes  it  takes  a  while  to  focus 
in  on  what  you  really  should  be  doing 
in  life. 

In  the  case  of  Frederick  Reinstein, 
47,  the  hurdle  was  realizing  he  really 
wasn't  happy  with  the  nuts  and  bolts 
of  running  a  business — particularly  all 
the  haggling  you  have  to  do  with 
banks.  So  he  has  decided  to  focus  on 
what  he  does  best — coming  up  with 
oddball  products — and  let  other 
companies  take  on  the  risks  and  has- 
sles. His  is  not  a  change  of  careers,  but 
rather  a  change  of  emphasis  within  a 
career. 

By  all  accounts,  Reinstein  is  a  natu- 
ral salesman — at  13,  he  says,  he  was 
earning  about  $2,000  for  a  month's 
work  in  Kansas  City,  Mo.  hawking  yo- 
yos on  street  corners.  His  Los  Ange- 
les-based Merchandising  Concepts 
has  brought  to  market  about  a  dozen 
weird  items,  including  a  plastic  octo- 
pus called  the  Wacky  Wallwalker  that 
slithers  down  walls.  Turbo  Wash,  his 
largest-selling  item,  with  nearly  $250 
million  in  retail  sales  over  its  six-year 
lifespan,  is  a  gadget  that  attaches  to  a 
garden  hose  and  squirts  soapy  and 
plain  water  to  wash  cars  (Forbes,  May 
18,  1987). 

In  recent  years,  however,  Reinstein 
has  grown  frustrated  because  he  has 
been  spending  too  little  time  on  creat- 
ing products  and  selling  them,  and 
too  much  time  on  negotiating  with 
bankers. 

The  frustrations  came  to  a  head  last 
year  when  one  of  his  employees 
brought  him  a  hand-held  European 
machine  that  operated  off  low- fre- 
quency infrasound  waves  and  gave  an 
invigorating  body  massage.  Reinstein 
redesigned  the  unit  and  developed  it 


Merchandising  Concepts'  Fred  Reinstein 
The  ultimate  salesman  finds  a  niche. 


into  two  distinctive  products — the 
California  Facial  and  the  Sonassagc. 
Selling  for  around  $100  in  drug  and 
discount  stores,  the  products  got  off 
to  a  fast  start.  But  then  Reinstein 
needed  to  borrow  $6  million  to  ex- 
pand his  company. 

His  own  lender,  Sanwa  Bank  in  I  ,os 
Angeles,  gave  him  a  lukewarm  shoul- 
der. So  Reinstein  spent  several 
months  and  nearly  $100,000  looking 
for  other  financing.  Each  bank  iK 
manded  its  own  audit  of  Reinstein  \ 
books,  which  he  had  to  pay  for.  "The 


banks  were  treating  small  business- 
men like  criminals,"  he  complains.  In 
the  end  he  returned  to  Sanwa  and 
renegotiated  his  working-capital 
loan,  but  he  had  to  put  up  his  San 
Fernando  Valley  home  as  collateral. 
•  Within  five  months,  sales  for  the 
Sonassage  topped  $18  million — an 
achievement  that  was  noted  with  in- 
terest by  Conair  Corp.,  a  personal  and 
home  care  company  based  in  Stam- 
ford, Conn.  Executives  from  Conair 
soon  called  Reinstein.  They  asked  if 
he  would  be  interested  in  selling  Con- 
air his  massagers.  Reinstein  saw  the 
light:  By  selling  the  products  to  Con- 
air, he  would  have  money  to  create 
new  products,  and  Conair,  in  turn, 
would  have  the  privilege  of  arranging 
the  financing  and  doing  the  other 
tedious  work  that  was  at  the  heart  of 
Reinstein's  ennui. 

Reinstein  met  with  Conair's  repre- 
sentatives in  November  and  sold 
them  hard  on  the  virtues  of  his  mas- 
sager  products.  He  waxed  eloquent 
on  the  American  need  to  be  beautiful 
and  ache -free.  He  artfully  demon- 
strated his  massagers  on  the  Conair 
executives,  much  as  he  used  to  dem- 
onstrate yoyos  on  street  corners  years 
ago.  "You  have  to  be  able  to  give  a 
company  a  product  that  demonstrates 
well,"  he  says. 

In  January  Reinstein  closed  the 
deal  with  Conair.  According  to  Con- 
air executives,  in  exchange  for  the 
distribution  rights  to  the  two  massage 
products  with  patents  pending,  Rein- 
stein received  compensation  of  sever- 
al million  dollars. 

Free  of  debt  and  with  some  work- 
ing capital  and  money  in  the  bank, 
Reinstein  is  now  finally  free  to  create 
products,  launch  them,  and  sell  them 
to  companies  that  have  shown  less 
creative  juice. 

What  can  we  look  forward  to  from 
the  man  who  gave  us  the  Wacky  Wall- 
walker?  Reinstein  savs  he's  hoping  to 
make  a  killing  on  orthotics,  oi  correc- 
tive shoe  inserts  I  Ic\  also  working  on 
an  educational  toy  that  plugs  into  a 
VCR,  and  on  a  new  massage  device 
called  California  Contour  that  ^wn 
help  "reshape"  bodies  In  using  pies 
sure  to  exercise  and  contour  DllUClcs. 

I  le  may  or  may  not  beabk  to  convince 

bigger  companies  of  the  commercial 
potential  of  these  products,  but  ai  least 

he  is  having  tun  trying.  ■■ 
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You  get  what  you  don't  pay  for. 


^Introducing  the  NEC  UltraLite"  286F  note-  ^Atypical  proportions 


book  computer.  The  best  value  in  notebooks. 


Buy  a  typical  notebook  computer  and  you 
get  exactly  what  you  pay  for 
A  typical  notebook 
computer. 


Buy  the  Ultra 
Lite  286F  notebook, 


Speaking  of  getting  around,  the  UltraLite 
286F  is  actually  small  and  light 
enough  to  fit  com- 
fortably in  your 
briefcase. 
^■Atypical  for  anyone 
but  NEC 


however,  and  you  get 
considerably  more  than 
you  pay  for. 
WAtypical  screen 


You  also  get  standard 


features  like  an  internal 


3.5"  floppy  disk  drive  in 


addition  to  a  20MB  hard  disk 


The  UltraLite  286F  screen, 
for  instance.  Instead  of  the 
usual  blue  LCD,  you  get  a  black 
and  white  LCD  double  scan  CGA 
screen.  So  there's  greater  contrast 
for  optimized  text  readability.  In  fact, 
text  fonts  appear  as  clear  as  they  do  on  a 
VGA  LCD  screen. 
W Atypical  battery  life 

You  can  use  the  UltraLite  286F  for  virtually 
an  entire  coast  to  coast  flight,  thanks  to  a  battery 
life  that's  twice  as  long  as  most  other  notebooks'. 


drive.  An  80C286  processor  run- 
ning at  12MHz  with  1MB  of  RAM 
expandable  to  5MB.  Not  to  mention 
connectivity  options  including  serial, 
parallel,  CRT  and  external  disk  drive 
ports. 

In  short,  it's  totally  unheard  of  for  anyone 
else  to  give  you  so  much  in  such  an  affordable 
computer. 
But  for  NEC?  It's  very  typical. 
For  product  literature  or  location  of  your 
nearest  dealer  call  1-800-NEC-INFO. 


Compute's  *"<)  Communications 


NEC 


Safety 

should  be  our 

first  priority 

The  auto  industry 

has  dragged  its  feet 
long  enough. 
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We  aren't  crusaders.  We're  car  builders.  But 
we've  discovered  something  wonderful.  Drivers' 
air  bags  save  lives.  The  letters  we  get  from  people 
whose  lives  have  been  saved  by  a  Chrysler  air  bag 
are  enough  to  make  a  grown  man  cry. 

So  one  million  air  bags  later,  we  know  we're 
on  the  right  track. 

We  want  to  provide  a  level  of  safety  that  is  not 
always  available  today  in  the  average  car  and 
truck.  We  know  that  a  vehicle  engineered  for 
safety  will  add  value  the  customer  should  not  be 
asked  to  live  without. 

But  w^  have  a  head  start. 

Chrysler  is  the  only  car  company  with  a  driver's 
side  air  bag  standard  on  every  car  we  build  in 
the  US*  Honda  says  they  will  have  them  in  all 
their  cars  in  1994.  Toyota  and  Nissan  say  1993. 
GM  announced  they  will  have  drivers'  air  bags 
in  all  their  cars  in  1995. 

Meanwhile,  everybody  puts  them  on  the 
most  expensive  cars.  But  not  the  lowest  priced. 


And  we  wonder  why.  There's  no  such  thing  as  a 
poor  man's  air  bag. 

Chrysler  has  more  models  of  cars  and  trucks 
combined  with  standard  anti-lock  brakes  than 
Honda,  Toyota  and  Nissan  together.  The  anti- 
lock  brake  system  is  one  of  the  best  things  ever 
to  go  into  a  car. 

And  by  the  way,  Chrysler  offers  more  models 
with  4-wheel  drive  than  Honda,  Toyota  and 
Nissan  combined. 

Every  car  company  has  its  priorities.  None  is 
more  important  to  us  than  safety. 

How  about  an  air  bag 
for  a  m  i  n  i van ? 

For  1991  Dodge  Caravan  and  Plymouth  Voyager 
have  a  lowjr,  more  aero  front  end.  An  instrument 
panel  redesigned  for  easier  readability.  Rear 
shoulder  harnesses  for  passengers  in  the  out- 
board seats.  Available  all-wheel  drive  for  better 
traction  and  anti-lock  brakes  for  surer  SO  >ps. 
But  we  get  letters  asking,  "Where  is  our  air  Ixig?" 


"Excludes  vehicles  built  for  Chrysler  imports,  Laser,  Talon,  Premier,  Monaco,  Summit  tDependmg  on  model  "Protects  engine,  powertrain  and  against  outer  body  rust  through  See  7/70  limited  warranty  and  it 
restrictions  at  dealers  ft  JD  Power  and  Associates,  1987- 1990  Customer  Satisfaction  with  Product  Q<  iality  and  Dealer  Service  "  1986  1989  passenger  cars 
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So  this  January  we  introduced  the  first  avail- 
able minivan  air  bag.  The  minivan  driver's  air  bag 
must  be  used  with  the  seat  belt  to  be  fully 
effective.  The  two  together  will  provide  the  level 
of  safety  we're  talking  about. 

Is  any  safety  feature 
insignificant? 

Consider  the  safety  options  we  make  available!  A 
visor  phone  you  can  talk  into  without  taking  your 
hands  off  the  wheel.  A  remote  keyless  entry  sys- 
tem when  it's  dark  and  scary.  An  electrochromatic 
rear-view  mirror  that  dims  automatically  to 
reduce  glare.  Speed-sensitive  locks  that  lock  them- 
selves. Heated  outside  power  mirrors  to  get  rid  of 
freezeover.  Wiper  air  foils  to  keep  your  windshield 
clear,  even  in  a  downpour.  And  how  about  bumpers 
that  exceed  government  regulations. 

We  want  you  to  know  how  important  our 
safety  features  are.  Before  you  have  to  use  them. 

Is  a  quality  car  a  safe  car? 

In  the  early  eighties,  the  American  car  industry 
made  a  mockery  of  "made  in  America."  And  we 
paid  the  price.  A  big  price. 

But  this  is  1991.  And  120  billion  dollars  later, 
our  industry  has  forged  the  biggest  turnaround  in 
the  history  of  industrial  America.  The  technology, 
the  factories,  the  cars  and  trucks,  the  training  have 
all  been  jump-started  practically  from  scratch. 

The  result:  one  American  brand  is  now  ahead 
of  Honda  in  the  same  survey  that  has  enthroned 
Honda  quality.  The  rest  are  close  behind. 
The  distance  we  have  traveled  is  impressive. 
The  distance  we  have  to  go  is  miniscule.  And  we 
will  go  the^Listance. 

But  is  a  quality  car  automatically  a  safe  car? 
Not  unless  there  is  a  commitment  to  the 
engineering  features  that  will  provide  the  level 


of  safety  all  carmakers  should  strive  to  achieve. 
We  believe  a  car  engineered  for  safety  is  a  car 
engineered  for  quality. 

And  for  the  ultimate  benefit  of  the  consumer. 

Do  we  have  to  sacrifice 
customer  care? 

For  the  last  10  years,  Chrysler  has  provided  the 
customer  with  the  longest  powertrain  warranties 
in  the  business**  We  still  do. 

For  the  last  four  years,  a  J.D.  Power  and 
Associates  survey  has  shown  Chrysler  attained 
the  highest  customer  satisfaction  ranking  of 
any  American  car  manufacturer^  based  on  the 
quality  of  our  products  as  well  as  the  quality  of 
our  dealer  service. 

We  will  not  sacrifice  our  products.  Our  dealers 
will  not  sacrifice  service.  We  can't  afford  to. 

Safety:  a  commitment  for 
the  90's  and  beyond. 

Whether  stated  publicly  or  implied,  every  car 
company  has  made  a  commitment  to  quality.  Or 
satisfaction.  Or  both.  And  we're  all  doing  every- 
thing we  can  to  make  good  on  that  promise. 
If  we  didn't,  the  customer  would  put  us  out  of 
business  in  a  hurry. 

But  the  Chrysler  commitment  goes  beyond 
quality  or  service,  the  price  of  admission  to  the 
market.  It  goes  directly  to  a  growing  concern  in 
America:  safety  on  the  road. 

We  share  that  concern.  And  we  show  it.  In  the 
way  we  engineer  safety  feature  after  feature,  into 
the  cars  and  trucks  we  build. 

It's  our  hope  that  the  rest  of  the  industry  will 
do  the  same.  And  do  it  soon. 
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Failing  upward 

No  one  ever  accused  Marshall  Man- 
ley  of  not  looking  out  for  number 
one.  After  walking  away  from  the 
wreckage  of  Finley,  Kumble,  Wagner, 
Heine,  Underberg,  Manley,  Myerson 
&  Casey,  the  huge  law  firm  that 
crashed  into  bankruptcy  in  1988, 
Manley  has  minced  out  of  another 
pile  of  rubble  he  helped  create:  Am- 
Base  Corp.,  the  financial  conglomer- 
ate formerly  called  Home  Group  Inc. 
Am  Base  just  sold  its  Home  Insurance 
unit  to  a  group  led  by  Swedish  insurer 
Trygg-Hansa  spp  Holding  ab  for 
about  $970  million — down  23%  from 
AmBase's  market  peak  in  1986. 

As  comanaging  partner  of  Finley, 
Kumble,  Manley  got  SI  million  a 
year.  As  AmBase  president,  he  earned 
another  $1.5  million  in  compensa- 
tion. A  shrewd  businessman  he  was 
not.  At  AmBase  Manley  paid  top  dol- 
lar for  Gruntal  &  Co.,  the  brokerage 
firm.  And  at  one  point  in  his  tenure 
some  25% — nearly  SI  billion— of 
AmBase's  insurance  portfolio  was  in 
junk  bonds.  In  January  AmBase  tech- 
nically defaulted  on  its  debt. 

A  year  ago  AmBase's  board  finally 
gave  Manley  his  walking  papers.  But 
the  lawyer  hung  in  there,  fighting  for 
settlement  benefits  large  and  small. 
According  to  Manley,  AmBase  owed 
him  up  to  S69.6  million  in  severance 
and  various  option  plans.  He  was  also 
entided,  he  said,  to  a  company  car,  a 
driver,  a  secretary  and  office  space. 

In  late  January  AmBase  settled  ten- 
tatively, letting  Manley  keep  the  car  (a 
1986  Mercedes  560  SEL)  and  forgiv- 


Former  AmBase  President  Marshall  Manley 
Smeiling  like  a  rose  after  failure. 


ing  $4.7  million  in  loans  it  made  to 
him.  AmBase  also  kicked  in  $3.1  mil- 
lion to  pay  the  income  tax  Manley  will 
owe  on  the  canceled  debt.  The  money 
is  welcome,  since  Finley,  Kumble's 
trustee  has  directed  Manley  to  pay  the 
law  firm's  creditors  at  least  $4.5  mil- 
lion. And  AmBase  agreed  to  pay  Man- 
ley's  legal  fees — for  the  Finley,  Kum- 
ble bankruptcy  and  his  feud  with  Am- 
Base. All  in  all,  a  classic  example  of 
failing  upward.  -James  Lyons 

Better  luck  this  time 

After  years  as  a  geophysicist  for  oth- 
er oil  companies,  Alexander  Benton, 
48,  is  running  his  own  show,  and 
doing  so  to  investor  acclaim.  Benton 
Oil  8c  Gas,  a  Ventura,  Calif. -based 
drilling  firm,  had  S2.2  million  in  reve- 
nues for  the  first  nine  months  of 
1990 — but  a  recent  value  of  SI 40 
million  on  the  over-the-counter  mar- 
ket. Shares  in  Benton  Oil  &  Gas — 
sold  hard  by  Houston  broker  Lovett, 
Underwood — have  shot  from  SI  .25  a 
share  in  1989  to  $16.50  (split-adjust- 
ed). The  Los  Anjjeles  Times  and  For- 
tune have  gushed  over  Benton.  Born 
Alexander  Strochenko,  he  came  from 
Russia  to  the  U.S.  in  1950. 

Benton  drills  in  fields  that  have 


already  produced  millions  of  barrels 
of  crude.  "Big  companies  don't  ad- 
dress these  reserves  because  they're 
not  material  to  them,"  he  says.  "But 
they  are  to  us."  Benton's  $8  million 
purchase  of  an  interest  in  an  offshore 
Louisiana  oilfield  pumped  oil  and  gas 
sales  up  to  $1.4  million  in  the  third 
quarter  from  $176,000  a  year  earlier. 

While  most  oil  companies  trade  at 
discounts  from  their  breakup  values, 
Benton  was  recendy  trading  at  a  75% 
premium  to  last  year's  $9-a-share 
breakup  value.  That  value,  by  the  way, 
is  calculated  from  oil  reserves  by  an 
obscure  valuation  firm,  J.C.  White  & 
Associates,  which  derives  more  than 
half  its  revenues  working  for  Benton. 
Benton  says  this  year's  breakup  value 
is  S 10  a  share. 

But  the  stock  is  backed  by  hot  air  as 
much  as  by  oil.  Benton  says  his  28- 
member  team  is  staffed  with  "veter- 
ans of  major  oil  companies."  More 
accurately,  Benton  is  staffed  with  vet- 
erans of  May  Petroleum  Co.  In  the 
late  1970s  and  early  1980s  May  raised 
S200  million  through  limited  part- 
nerships. There  was  one  hitch:  "May 
Petroleum  couldn't  find  oil  with  a 
dipstick,"  says  James  Schwartz,  a  fi- 
nancial planner  and  limited  partner- 
ship consultant  in  Englewood,  Colo. 
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Oil  prospector  Alex  Benton 
If  at  first  you  don't  succeed. 
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May  was  later  folded  into  the  belea- 
guered Hall  Financial  Group.  Its  ex- 
ploration chief?  None  other  than  Alex 
Benton.      -Gretchen  Morgenson 


A  one-song  band 

Nelson  Peltz  and  Peter  May  skillful- 
ly played  the  leverage  game  when 
credit  and  asset  values  were  expand- 
ing. They're  not  doing  nearly  so  well 
in  the  contraction. 

Peltz  and  May  got  rich  by  building 
up  Triangle  Industries  (American  Na- 
tional Can)  and  selling  it  to  France's 
Pechiney  S.A.  in  December  1988. 
Then,  in  late  1989,  they  paid  more 
than  $150  million  for  boardroom 
control  of  Mountleigh  Group  Pic,  a 
London- based  property  and  retail 
company  that  is  traded  on  the  Lon- 
don Stock  Exchange.  Through 
Moundeigh,  they  hoped  to  launch 
leveraged  takeovers  in  Europe.  But 
the  slump  in  British  real  estate  has 
helped  drag  Moundeigh's  shares 
down  from  the  £2  that  Peltz  and  May 
paid  to  less  than  90  pence.  On  paper, 
Peltz  and  May,  both  48,  have  lost 
more  than  half  their  investment. 

In  January  the  partners  made  a 
move  at  Fairchild  Corp.,  the  Virginia- 
based  conglomerate  run  by  Jeffrey 
Steiner,  an  old  friend.  It  was  Peltz  and 
May  who  introduced  Steiner  to 
Drexel  Burnham  Lambert  investment 
banker  Frederick  McCarthy  in  1985. 
While  raising  $4  billion  for  Peltz  and 
May,  McCarthy  also  gathered  more 
than  $1  billion  for  Steiner. 

A  lot  of  investors  see  Fairchild  as  a 


casualty  of  overleverage;  the  short 
position  is  about  15%  of  the  float.  But 
Peltz  and  May  saw  things  they  liked: 
nuts-and-bolts  business  lines  like  fas- 
teners and  fittings  for  military  and 
commercial  aircraft,  and  $240  million 
in  cash  and  securities.  This  winter 
Mountleigh  made  an  acquisition  pro- 
posal, offering  $1 0.25  a  share,  plus  $4 
per  share  in  preferred  stock,  valuing 
the  company  at  about  $270  million. 
But  no  agreement  was  reached.  Per- 
haps Peltz  and  May  will  now  focus  on 
resurrecting  Mountleigh,  whose 
debt-to-shareholder-fund  ratio  is  a 
scary  85%.  -William  Heuslein 

The  state  of  the  states 

As  part  of  Governor  Mario  Cuomo's 
plan  to  plug  New  York's  $6  billion 
1992  budget  hole,  Steven  Gold's  sal- 
ary would  be  frozen.  Yet  Gold,  head 
of  the  Center  for  the  Study  of  the 
States  at  the  State  University  of  New 
York,  says  Cuomo  has  not  yet  cut 
spending  enough.  "In  most  states, 
there  is  some  obvious  way  to 
strengthen  the  tax  system,"  says 
Gold.  "But  New  York  already  uses 
every  major  tax  at  such  a  high  rate  that 
it  needs  to  downsize  state  and  local 
government." 

State  finance  expert  Steven  Gold 
Bad  news  for  state-tax  payers. 


Gold  argues  in  a  recent  book  ( The 
State  Fiscal  Agenda  for  the  1990s,  put 
out  by  the  National  Conference  of 
State  Legislatures)  that  governors 
must  stop  blaming  their  woes  on 
Washington  and  start  providing  bet- 
ter, cheaper  services — and  return 
more  control  to  the  local  level.  Exam- 
ples? Outpatient  mental  health  ser- 
vices instead  of  state  institutions; 
vouchers  for  educating  poor  pre- 
schoolers instead  of  government-run 
programs.  In  the  1980s,  he  says,  states 
spent  too  freely — for  example,  pour- 
ing money  into  raises  for  teachers — 
without  reforms  or  results. 

Gold,  46,  began  studying  the  states 
more  than  20  years  ago  when,  as  a 
graduate  economics  student  at  the 
University  of  Michigan,  he  saw  a  glut 
of  "smart  people  paying  attention  to 
the  federal  budget"  and  a  shortage  of 
state  budget  experts.  In  the  1990s,  he 
says,  most  states  will  need  to  cut 
programs  and  raise  taxes.  By  1995, 
Gold  predicts,  Texas,  Connecticut, 
Tennessee  and  New  Hampshire  will 
adopt  personal  income  taxes  and  Ore- 
gon a  sales  tax.  And  states  will  hike 
fees  and  wring  more  out  of  levies  by 
slapping  sales  taxes  on  more  services 
and  by  upping  income  and  sales  tax 
rates.  Ouch!      -Janet  Novack    MM 


Corporate  raiders  Nelson  Peltz 
and  Peter  May 
An  old  Drexel  friend 
said  no. 


-'I 

— 

1 

mm     IK 

• 

I  / 

ir 

I 

' 

^1 

1 

j 

. 

f 

h 

•  <   , 

w*                      •  -  »  ■ 

c 

Forbes"  April  1,  1991 


135 


Did  you  know  that  68,000 
Vision  subscribers  own 
a  week-end  home? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 


p VIST  A    IN  ft   HAM  I   UK    ANI 


You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile.  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 


THE  FORBES  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


You  can  see  it  in  sales  of  mutual  funds 
and  you  can  see  it  in  small  orders  for 
stocks:  The  individual  investor  is  re- 
turning to  the  stock  market.  Says 
William  LeFevre,  a  market  strategist 
at  Tucker  Anthony/Sutro  in  New 
York,  "I  see  a  lot  of  individuals  buy- 
ing, and  the  institutions  are  almost 
forced  to  buy,  too,  since  they  don't 
want  to  miss  this  rally." 

Is  the  rally  a  trap?  Ever  willing  to 
accommodate  buying  frenzies  by  pro- 
jecting earnings  gains,  the  analysts  are 
full  of  optimism  these  days.  The  Insti- 
tutional Brokers  Estimate  System  de- 
clares that  a  recovery  is  expected  in  the 
second  half  of  this  year.  The  3,000 
security  analysts  monitored  by  ibes 
expect  1991  profits  for  the  s&p  500  to 
be  9.9%  higher  than  1990  earnings. 
For  1992,  analysts  are  projecting  a 
further  19%  gain.  All  this  despite  the 
still  unfolding  recession. 

The  analysts'  euphoria  carries  over 
to  foreign  markets.  Companies  in 
Denmark  and  the  Netherlands  are 
expected  to  post  the  best  earnings 
gains  this  year,  with  increases  of  22% 
and  20%,  respectively.  Double-digit 
increases  are  expected  for  Irish  and 
Canadian  companies. 

The  30  stocks  in  the  Dow  indus- 
trials have  hit  strong  resistance  at  the 
3000  level.  But  the  Wilshire  index  of 
6,000  issues  and  a  number  of  other 
market  indicators  have  broken 
through  to  new  highs. 


Closeup  on  the  market 
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The  Wilshire  index  as  of  3/7/91 
Market  value:  $3,348.8  billion 
Price/book:  3.7 
P/E:  17.6 
Yield:  3.0% 


1000 


Aw*^V 


V 


Performance 

Last  4  weeks 
Since  12/31/90 
Since  peak  3/5/91 
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Price 

5.9  % 
15.4 
-0.1 
63.6 
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Total  return 

6.2% 
16.2 
-0.1 
83.8 
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The  best  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

Unisys 

5'/2 

38% 

NM 

12,863 

1.6 

Amgen 

129'/8 

35 

NM 

17,541 

2.1 

Intergraph 

25 

35 

20 

9,563 

3.6 

Immunex 

53 

31 

NM 

7,470 

2.9 

Circuit  City  Stores 

185/6 

28 

12 

4,799 

1.9 

The  worst  performing  stocks 

Company 

Price         ; 

!-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

GW  Utilities 

141/2 

-42% 

8 

66 

5.4 

1 

Genetics  Institute 

40 

-29 

NM 

5,306 

1.9 

1 

USF&G 

9i/4 

-16 

NM 

6,836 

1.2 

> 

Alberto-Culver 

293/4 

-11 

22 
9 

266 

1.2 

Ohio  Casualty                           403/4            -10 

409 

0.6 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6.000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adiusted  price  average 

S&P  500  \ 

Capitalization  weighted  cross  section,  maior  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 


Price  or  rate 

3,579.2 

22.3 
2,963.4 
375.9 
205.4 
355.3 
475.7 
355.3 


2-week  change 

3.4% 

8.8 
2.5 
3.0 
3.1 
4.0 
6.6 
9.1 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East4 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

Individual5 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  200  index 

2000  small  market  value  stocks,  capitalization  weighted 

Gold1  (composite  quote  of  6  maior  dealers) 

Yen*  (per  $U.S.) 

Commodity  index"  (CRB  futures  index,  1967=100) 

Oil6  (W  Texas  Intermediate) 

T  bills*  (90  days) 

Broker  loan  rate6 


Price  or  rate 

890.90 

112.14 
93.60 

167.6C 

$367.30 

135.60 

220.91 

$19.40 

6.07% 

9.00% 


2-week  change 

-0.1% 

5.1 
6.1 

7.2 

1.3 
3.2 
4.6 
5.1 

14.0  basis  points7 

unchanged 


Note-.  All  data  for  periods  ending  3/7/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif. 2 Average  daily  volume  over  recent  2-week  period.  -Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months.  "Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  3/8/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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FIXED  INCOME  REVIEW 


BY  ERIC  S.  HARDY 


Yield  curve 


Q% 
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30 

1  month 

1                 2                        5 

Maturity  (years) 

30-year  rate  minus  1-year  rate 


Spread  over 

Treasurys 

Total  returns 

Security 

Basis  points ' 

Security 

1  year 

3  years 

AA  corporates 

84 

AAA  corporates 

11.1% 

9.3% 

AAA  industrials 

67 

Ginnie  Maes 

13.5 

11.0 

Ginnie  Maes 

82 

909 

-103 

Junk  corporates 
Municipals 
Treasury  bonds 

13.8 

15.8 

Junk  corporates" 
Municipals5 

9.2 
11.8 

8.6 
9.0 

Both  long-term  and  short-term  inter- 
est rates  won't  move  much  lower, 
according  to  Robert  Giordano,  who 
follows  the  credit  markets  for  Gold- 
man, Sachs.  He  predicts  that  three- 
and  six-month  Treasury  bill  rates, 
currendy  around  6%,  will  hover 
around  5.5%  to  6%  during  the  year. 

And  what  of  the  so-called  credit 
crunch?  Don't  put  stock  in  it,  says 
Giordano.  He  concedes  that  financ- 
ing is  difficult  for  certain  projects,  but 
more  because  bankers  have  become 
prudent  and  discriminating  than  be- 
cause they  want  to  contract  total  lend- 
ing volume.  Another  point:  Interest 
rates  are  falling,  while  in  bona  fide 
credit  crunches,  such  as  during  1970 

(and  1974,  competition  among  bor- 
rowers for  scarce  loanable  Minds  drove 
interest  rates  higher.  "Banks  are  final- 
ly applying  risk-return  analysis  to  their 
loan  portfolios,"  he  says.  "Lenders 
realize  the  last  thing  they  need  on 
their  books  is  the  mortgage  on  anoth- 
er empty  office  building." 

The  general  decline  in  interest  rates 
has  been  accompanied  by  a  narrowing 
of  credit  spreads.  Witness:  The  spread 
in  yields  between  Treasurys  and  high- 
quality  corporates  is  "narrower  than 
usual  at  this  stage  of  a  business  cycle,*' 
says  Giordano.  A  more  dramatic  ex- 
ample of  the  same  phenomenon:  The 
spread  between  Treasurys  ^\nd  low- 
quality  corporates  is  also  narrowing, 
as  seen  in  the  sharp  rally  in  junk  bond 
prices  in  the  past  2  months.  Indeed, 
the  total  return  (interest  plus  price 
changes)  on  junk  bonds  during  the 
past  12  months  is  almost  3  percentage 
points  better  than  the  total  return  on 
high-quality  corporate  bonds. 

What  about  convertible  bonds? 
"They  are  better  values  now  than 
they've  been  m  over  two  years,"  says 
Andrew  Davis  of  PaineWcbber.  He 
points  out  that  since  late  1990  the 
yield  sacrifice  in  convertible  bonds — 
what  the  holder  gives  up  in  current 
yield  in  order  to  get  a  play  on  the 
underlying  sioek  has  declined 
sharph.  One  convertible  that  Davis 
likes  is  the  WainocoOil  7  Vis  of  2014, 
currently  trading  at  $915.  It  is  eon 
vcrtiblc  into  1  14.3  shares  ofWainOCO 
common,  recently  worth  about  $700. 


Note:  Except  where  footnoted,  all  information  provided  by  Berkeley,  Calif. -based  Barra,  a  financial  consulting  firm.  'A  basis  point  is  equal  to  one-hundredth  of  a  pe 
'Yield  on  ten-year  Treasurys.  'The  trailing  12-month  increase  in  the  Consumer  Price  Index,  through  1/31/91.  'Source:  First  Boston.  sSource:  Shearson  Lehman  i 
through  2/28/91.  Three-year  total  return,  annualized. 
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ITY  TO  GIVE  YO 
FAMIILY  SOMETHING  PRICELESS 


A, 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


•Price  subject  to  change  without  notice 


Forbes  Lake  of  the  Ozarks 

303,  Fort  Garland,  CO  81 133 


Box 


Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


|     Address 

!     City/State/Zip 
'     Telephone 


or  phone  8 1 6/438-280 1  i  ob4 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches    NYA88-178 
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The  Janus  Fund  isn't  much  for  market  timing, 
but  its  growth  stock  philosophy  often  produces 
portfolio  changes  akin  to  market  timing. 

Selling  too  soon 


By  Richard  Phalon 

Thomas  Bailey  went  to  work  as  a 
growth  stock  analyst  a  few  years  out  of 
graduate  school  in  the  mid-1960s. 
He  could  see  limitless  horizons.  "I 
remember  this  guy  [Fred  Alger]  on 
the  cover  of  Institutional  Investor,'''' 
Bailey  recalls.  "He  was  32,  making  a 
million  dollars  a  year,  and  I  thought 
that  was  pretty  good." 

And  so,  at  age  30,  Bailey  quit  his 
salaried  job  to  grab  for  the  brass  ring. 
On  a  shoestring  he  founded  the  Janus 
Fund,  choosing  as  a  symbol  the  Ro- 
man god  who  is  both  forward-look- 
ing (to  opportunity)  and  backward- 
looking  (to  experience).  Shortly  after- 
ward, he  got  a  big  dose  of  experience. 
When  the  market  crashed  in  1973  and 
1974,  Bailey's  picks  were  down  23%, 
shrinking  the  fund  to  $30  million. 

But  Bailey  looked  forward  instead 
of  backward,  and  Denver- based  Janus 
Capital  Corp.,  of  which  Bailey,  53,  is 
president  and  part  owner,  now  man- 
ages nearly  $4  billion  in  11  funds. 
Bailey  has  attracted  that  money  by  the 
fairly  remarkable  feat  of  managing  to 
do  well  with  growth  stocks  in  good 
years  without  losing  much  money  in 
bear  years.  Last  year,  when  the  market 
was  off  4%  (dividends  included)  and 
the  average  fund  7%,  Janus  was  down 
by  only  a  shade  under  1%.  The  last 
really  bad  calendar  year  for  the  fund 
was  1984,  when  it  was  off  by  a  fraction 
of  a  percent.  Yet  the  fund  is  not  simply 
timid.  The  Forbes  rating  system  (Feb. 
4)  awards  it  a  B  grade  in  both  up  and 
down  markets,  and  over  the  past  three 
market  cycles  (since  July  1982)  the 
fund  has  nearly  tied  the  market. 

The  fund  could  not  turn  in  such 
results  without  an  innate  strain  of 
caution,  and  last  year  is  a  textbook 
example.  In  early  July,  when  the  mar- 
ket peaked,  Janus  Fund  was  almost 
fully  invested,  with  only  8%  of  its 
assets  in  cash.  Janus  Twenty,  a  seven- 


year-old  sister  fund  managed  by  35- 
year-old  Thomas  Marsico  that  con- 
centrates on  20  to  30  stocks,  was  also 
12%  in  cash.  The  five-year-old  Janus 
Venture,  with  a  lot  of  new  money 
coming  in,  was  almost  25%  in  cash. 

Then  earnings  forecasts  began  to 
unravel,  retailers  began  to  complain, 
and  Saddam  Hussein  jumped  into 
Kuwait,  recalls  James  Craig,  34,  who 
has  been  working  since  1983  as 
portfolio  manager  of  the  Janus  Fund 
under  Bailey's  tutelage.  Bailey  and 
his  crew  ran  quickly  to  cover.  Big 
gainers  whose  earnings  prospects  ap- 
peared to  have  faded  (American  Ex- 
press and  Reuters,  for  example)  were 
sold  out.  Hot  stocks  like  General 
Mills  and  PepsiCo  went,  and  so  did 
voguish  retailers.  By  late  September 


Janus  Capital's  Thomas  Marsico,  Thomas 
Bailey  and  James  Craig 
Says  Craig,  "I  am  pretty  quick  to  pull 
the  trigger." 


the  three  funds  had  cash  positions 
ranging  from  54%  to  75%. 

By  the  October  market  lows,  multi- 
ples looked  cheap  enough  for  Craig  to 
start  buying  back  in.  Along  with  very 
large  chunks  of  drug  stocks  like  Glaxo 
and  health  care  issues  like  St.  Jude 
Medical,  Craig  even  picked  up  several 
names  he  had  sold  out  earlier  at  high- 
er prices.  Among  them:  Bank  of 
America,  Federal  National  Mortgage 
Association  and  Gap,  Inc.  Craig  has 
continued  to  buy  during  the  runup  of 
the  last  two  months,  so  that  Janus 
Twenty  and  Janus  Fund  are  only  9% 
and  25%  in  cash  now,  Venture,  38%. 

Is  Janus,  in  its  risk- averse  way, 
about  to  haul  in  sail  again,  now  that 
the  market  seems  to  be  running  away 
with  itself?  "With  some  stocks  up  40% 
to  50%,  you  have  to  think  about 
that,"  says  Bailey.  Craig,  however, 
makes  an  important  distinction:  Ja- 
nus' cash  levels  represent  not  so  much 
a  statement  on  the  condition  of  the 
market  as  a  whole  as  they  do  a  product 
of  Janus'  particular  approach  to  stock 
picking.  This  is  based  on  the  relation- 
ship between  earnings  growth  rates 
and  price/earnings  multiples  of  indi- 
vidual stocks.  By  and  large,  Janus 
wants  to  own  stocks  where  the  proba- 
ble annual  growth  rate  in  earnings  is 
higher  than  the  price/earnings  ratio. 
A  stock  with  earnings  growth  of  1 0% 
and  a  p/e  of  15  would  be  overpriced, 
for  instance. 

As  an  example,  Janus  has  owned 
Waste  Management  since  1985.  At 
its  recent  price  of  42,  the  garbage 
disposal  company  is  trading  at  23 
times  this  year's  estimated  earnings. 
Craig  expects  Waste  Management  to 
continue  growing  at  the  rate  of 
around  20%.  Thus,  the  stock  is  push- 
ing the  ceiling  of  his  discipline.  When 
would  it  become  a  sale?  "It  shouldn't 
trade  at  30  times  earnings,"  says 
Craig,  "but  if  it  does,  I  can  assure 
you  I  won't  own  it." 

Craig  concedes  that  his  growth  val- 
ue gauge  sometimes  forces  him  to  sell 
too  soon.  His  philosophy  recalls  the 
old  Wall  Street  saw  about  the  trader 
who,  when  asked  how  he  got  rich, 
replied:  "By  selling  too  soon."  "I  am 
pretty  quick  to  pull  the  trigger, " 
Craig  says,  "but  my  job  is  to  try  to 
beat  the  market  on  the  upside,  and 
definitely  not  to  lose  money  on  tin- 
downside. "  ■■ 
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STATISTICAL  SPOTLIGHT 


Is  a  former  $40  stock  now  trading  at  $2.50  a  bargain? 
Or  an  invitation  to  get  wiped  out?  Depends. 


How  cheap: 


s 


By  Steve  Kichen 


Harlan  Platt,  an  associate  professor 
of  finance  at  Northeastern  University, 
has  written  Why  Companies  Fail,  a 
study  that  should  be  of  considerable 
interest  to  bargain-hunting  investors. 
Piatt's  study  can  be  useful  in  helping 
determine  whether  a  stock  that  has 
fallen  sharply  in  price  is  a  bargain  or  a 
prospective  piece  of  wallpaper. 

Platt  developed  a  mathematical 
model  that  predicts  the  probability  of 
bankruptcy  from  certain  ratios  on  a 
company's  balance  sheet. 

Here's  the  thesis:  Some  companies 
trading  very  cheaply  still  have  large 
sales,  considerable  brand  recognition 


and  a  chance  at  recovery,  or  at  least 
takeover  at  a  premium.  Their  stocks 
could  double  or  triple  despite  losses 
and  weak  balance  sheets.  Other  bor- 
derline companies  will  land  in  bank- 
ruptcy court  and  leave  common 
shareholders  with  nothing. 

Even  though  it  more  than  tripled 
from  its  October  low,  Unisys,  with 
$  1 0  billion  in  sales,  is  not  a  Wall  Street 
favorite:  At  a  recent  5V2,  its  market 
capitalization  is  only  $890  million. 
Will  Unisys  fail?  Almost  certainly  not 
within  the  next  12  months,  according 
to  Platt. 

For  the  list  below,  we  found  cheap 


stocks  with  low  price -to- sales  ratios. 
Then  we  eliminated  all  but  the  ones 
Platt  says  are  highly  unlikely  to  fail 
within  a  year.  Platt  puts  cheap  stocks 
such  as  Gaylord  Container,  Masco 
Industries  and  Kinder-Care  Learning 
Centers  in  the  danger  zone. 

Among  low-priced  stocks,  Unisys 
and  Navistar,  however,  make  the  safe- 
ty grade.  So  does  Wang  Laboratories. 
Says  Platt,  "They  are  still  selling  over 
$2  billion  worth  of  computers  and 
their  $575  million  in  bank  debt  is  now 
down  to  almost  nothing." 

Platt,  who  furnishes  his  probabili- 
ties to  Prospect  Street  Investment 
Management  Co.,  a  Boston  fund 
manager,  refuses  to  disclose  his  pro- 
prietary formula.  But  among  the  ra- 
tios he  considers  are  total  debt  to  total 
assets,  cash  flow  to  sales,  short-term 
debt  to  total  debt,  and  fixed  assets  to 
total  assets. 

"Companies  with  large  fixed  assets 
are  more  likely  to  have  trouble  be- 
cause these  assets  are  less  liquid," 
Platt  says.  But  norms  for  a  company's 
industry  are  also  important.  An  un- 
usually high  level  of  such  current  as- 
sets as  inventory  and  receivables  may 
itself  be  a  sign  of  weakness. 

The  low-priced  stocks  on  the  list 
may  or  may  not  rise  sharply  in  the  near 
future,  but  they  are  not  likely  to  disap- 
pear into  insolvency.  WM 


Big  companies  with  little  prices 


These  ten  companies  are  in  poor  financial  shape,  but  not  so 
poor,  according  to  calculations  by  finance  professor  Harlan 


Platt,  that  they  are  likely  to  go  bankrupt  within  the  next  year. 
Thus,  these  stocks  are  plausible  bets  for  rebounds. 


Company/industry 


Highland  Superstores/consumer  electronics  stores 
Businessland/computer  stores 
Jamesway/discount  stores 
Merisel/computer  equipment  wholesaler 
Unisys/computers 

National  Convenience  Stores/convenience  stores 
TW  Holdings/restaurants 
Varity/farm  and  construction  equipment 
Wang  Laboratories  CI  B/minicomputers 
Navistar  International/trucks 


NA:  Not  available. 

Sources:  Harlan  Platt,  Northeastern  University; 

Institutional  Brokers  Estimate  System  (a  service  of  Lynch,  Jones  &  Ryan),  via  Lotus  One  Source;  Forbes. 


Recent 

Earnings  per  share 

Total 

Total 

Sales 

Cash  flow/ 

Price/ 

price 

latest 

1991 

assets 

debt/total 

($mil) 

sales 

sales 

12  months 

estimated 

($mil) 

assets 

2'/8 

$-0.89 

NA 

$320 

57% 

$892 

-1.6% 

0.04 

2'/2 

-1.65 

$-1.02 

616 

72 

1,306 

-2.0 

0.06 

3'/2 

-0.06 

0.18 

435 

61 

909 

1.6 

0.06 

3'/8 

0.03 

0.33 

432 

73 

1,192 

0.4 

0.06 

5'/2 

-3.45 

-0.56 

10,484 

65 

10,111 

3.1 

0.09 

5'/8 

-0.43 

0.21 

406 

65 

1,067 

2.0 

0.11 

47/l6 

-0.61 

-0.43 

3,531 

79 

3,682 

3.9 

0.13 

23/* 

0.35 

0.32 

3,177 

61 

3,472 

6.4 

0.20 

33/s 

4.04 

-0.29 

1,750 

72 

2,369 

-20.1 

0.24 

4'/8 

-0.24 

-0.08 

3,795 

60 

3,810 

-0.6 

0.27 
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When  it  comes  to  ranking  corporate  America, 
only  the  Forbes  500s  gets  to  the  guts  of  the  issue. 


If  you're  not  in  it,  you're  out  of  it. 

When  Forbes  ranks  the  top  American  companies,  it 
gives  the  most  thorough  analysis  of  corporate  America 
possible.  When  Fortune  does  the  same  job,  they  leave 
quite  a  few  things  out. 

For  example,  all  service  companies  are  listed 
prominently  in  the  Forbes  500s.  But  Fortune  banishes 
non-industrials,  including  such  companies  as  AT&T, 
Sears,  American  Express,  Citicorp,  Aetna,  etc.,  into 
a  separate  list  of  service  companies  published  in  a  later 
issue.  When  many  of  America's  largest  companies  don't 
even  qualify  for  the  Fortune  500,  how  complete  or 
useful  can  it  be? 

The  Forbes  500s 
offers  four  times  as  much. 

When  Forbes  measures  a  company's  rank,  it  does 
so  in  terms  of  four  dependable  "yardsticks":  Assets. 
Profits.  Market  Value.  And  Revenues.  Only  by 
employing  all  four  can  you  get  an  accurate  picture  of 
a  company's  total  performance. 

Which  makes  one  wonder  why  our  competitors' 
analyses  arc  totally  one  dimensional.  Fortune's  rankings 
rely  only  on  sales.  And  Business  Week  only  uses  market 
value,  which  fluctuates  daily. 

These  standards  are  hardly  reliable.  In  fact,  they 
ignore  a  great  deal  of  reality  in  today's  business  world. 


The  new  Forbes  50. 

What  also  places  Forbes  in  a  whole  new  league  is 
our  new  Super  50.  It's  a  composite  ranking  of  the  50 
corporations  that  score  highest  on  all  four  of  our 
yardsticks.  Together,  they  represent  the  epitome  of  cor- 
porate strength.  Yet  it's  astonishing  to  think  that  over  40% 
of  these  major  companies  aren't  part  of  the  Fortune  500. 

Working  harder  all  year  round. 

When  you  run  your  ad,  make  sure  you  do  it  in  the 
Forbes  500s.  It's  the  one  that's  consistently  talked  about. 
And  quoted  by  leaders  in  business,  finance  and  the 
press.  Since  it  offers  a  more  complete  analysis  than  the 
competitive  publications,  no  wonder  it's  referred  to  all 
year  round. 

Of  course,  you  won't  be  alone  in  your  decision  to 
go  with  the  Forbes  500s.  Because  Forbes  has 
consistently  attracted  more  and  more  advertisers.  In  fact, 
it  was  the  only  major  business  magazine  up  in  ad  pages 
for  1990.  What's  more,  it  was  second  among  all 
magazines  in  total  ad  pages.  So  place  your  ads  in  the 
Forbes  500s.  Issue  date  is 
April  29,  1991.  Closing  for 
partial  pages  is  March  18 
and  for  full  pages,  March 
25.  Don't  be  out  of  it. 
Reserve  your  space  today. 
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Investors  holding  troubled  state  and  city  issues 
have  taken  huge  paper  losses  in  recent  months. 
The  best  solution  may  just  be  to  sit  tight. 

Basket-case 
bonds 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


What  should  you  do  if  you've  got 
lots  of  money  tied  up  in  bonds  that 
were  healthy  only  a  few  years  ago  but 
are  barely  breathing  now? 

We're  talking  about  major  basket- 
case  situations  like  Philadelphia,  Mas- 
sachusetts, New  York  City  and  New 
York  State — all  of  which  are  in  the 
news  right  now  as  they  face  severe 
budget  and  financing  problems. 

If  you've  got  the  stomach  for  fur- 
ther market  and  credit  jolts,  the  best 
thing  to  do  may  be  to  tough  it  out  and 
hold  the  bonds  to  maturity.  This  will 
at  least  mean  that  your  original  invest- 
ment will  be  returned  dollar  for  dollar 
if  you  bought  the  bonds  at  par. 

But  if  you  need  cash  before  the  due 
date  or  are  just  sick  of  financing 
spending  by  irresponsible  politicians, 
sell  now  and  take  your  loss.  The  rea- 
son: The  market  for  these  bonds  is 
highly  volatile  and  price  declines 
could  get  a  whole  lot  worse  before 
they  get  better. 

For  instance,  investors  who  pur- 
chased 20-year  Massachusetts  7% 
bonds  paid  985/s  three  years  ago.  They 
are  trading  at  about  94  now,  but 
that's  up  from  85  last  October,  which 
marked  the  depth  of  the  Massachu- 
setts financial  crisis.  Timing,  as  they 


say,  is  everything. 

Surprisingly,  government  bond 
credit  analysts,  even  those  who  can  be 
most  critical  of  budget  failings,  usual- 
ly appear  sanguine  about  the  pros- 
pects for  default  in  debt  service.  In  the 
real  world,  state  and  local  govern- 
ments must  come  to  market  frequent- 
ly to  finance  capital  improvements  for 
schools,  roads,  sewers  and  other  such 
facilities.  It  is  also  necessary  to  cover 
operating  expenses,  usually  with  the 
aid  of  short-term-note  financing  that 
matures  when  taxes  arc  collected  from 
businesses  and  individuals. 

Payments  must  be  made,  no  matter 
how  tough,  because  the  conse- 
quences of  default  for  state  or  city 
governments  can  be  devastating.  Any 
default  in  payments,  even  one  that  is 
eventually  cleared,  would  have  a  long- 
lasting  effect  on  future  financings.  At 
the  worst,  needed  projects  would 
have  to  be  deferred  or  canceled.  At 
the  best,  the  cost  in  terms  of  interest 
rate  would  be  very  high,  points  out 
Richard  Ciccarone,  manager  of  fixed 
income  research  at  Chicago's  Kemper 
Securities  Group. 

If  you're  in  the  game  for  yield, 
troubled  times  mean  the  spread  wid- 
ens considerably  between  question- 
able quality  and  assured  quality,  notes 
Peter  Coffin,  vice  president  of  Massa- 
chusetts Financial  Services,  who  man- 
ages the  firm's  single-state  funds.  The 
more  risky  obligations,  like  New  York 
City,  are  now  in  the  8.5%  range,  up 
from  8%  a  year  ago  and  7.5%  the  year 
before.  New  York  City  is  rated  Baal 
by  Moody's. 

Meanwhile,  the  more  secure  New 
York  State  Power  Authority,  the  Tri- 
borough  Bridge  &  Tunnel  Authority 
and  the  Port  Authority  of  New  York 
&  New  Jersey,  rated  Aa,  carry  yields  of 


7%  or  lower  on  longer  maturities. 

Spreads  between  these  high-quality 
issues  and  New  York  City's  lower- 
grade  issues  have  doubled  since  a  year 
ago,  to  some  150  basis  points,  says 
Coffin.  As  the  economy  remains  stag- 
nant and  issuers  come  to  market  in 
even  larger  volume  to  make  up — 
foolishly,  if  you  will — for  revenue 
shortfalls,  the  spreads  could  widen 
substantially  further,  he  says.  That's 
because  risk-averse  investors  will 
avoid  the  more  volatile,  low-grade 
bonds  in  favor  of  better-quality  issues, 
Coffin  explains.  He  recommends 
high-quality  issues  offering  potential 
for  price  appreciation. 

At  Gabriele,  Hueglin  &  Cashman, 
a  New  York  retail -oriented  bond  firm 
and  a  divison  of  Tucker  Anthony  Inc., 
the  marketing  pitch  to  brave  investors 
only  is  on  issues  of  cities  and  states 
with  distressed  credit  ratings — like 
Massachusetts,  which  only  three  years 
ago  had  a  near-perfect  credit  of  Aa  by 
Moody's  and  AA+  by  S&P,  and  is  now 
rated  Baa/BBB.  Philadelphia,  con- 
sidered a  much  more  risky  issue,  is 
rated  B  by  Moody's  and  CCC  by 
Standard  &  Poor's. 

Lauren  J.  Eastwood,  vice  president 
of  Gabriele,  Hueglin  &  Cashman, 
doubts  that  a  major  city  or  state  would 
go  into  default  for  a  long  period,  if  at 
all.  Yes,  the  public  perception,  and 
that  of  the  rating  agencies,  is  that 
some  governments,  including  Detroit 
and  Cleveland,  have  severe  financial 
problems.  Thus  the  generous  returns. 
But  Eastwood  stresses  that  investors 
must  diversify  their  holdings  in  case 
the  worst  happens  and  one  or  more 
governments  defer  payments.  She 
cautions  especially  against  investing 
solely  in  Philadelphia  bonds,  which 
she  sees  as  the  most  likely  to  default, 
though  not  for  a  long  time. 

Clues  to  future  downgrades  come 
from  close  observance  of  S&p's  credit 
watch  list.  S&P  has  seven  states  on  its 
list  for  possible  downgrade.  These 
include  California,  Connecticut  and 
Pennsylvania. 

But  be  aware  that  most  issues  fall  in 
price  even  before  they  are  added  to 
the  published  list.  That's  because 
marketmakers  are  aware  of  possible 
problems  and  act  well  before  public 
disclosure  of  problems.  The  list,  how- 
ever, points  out  for  the  thinking  in- 
vestor where  possible  trouble  lies.  ■■ 
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It's  a  myth  that  small-cap  stocks  beat 
big-cap  stocks  over  long  periods  of  time.  But 
it's  not  a  myth  that  there  are  times— like 
now— when  small  caps  beat  their  big  brothers. 

Megacycles 


BY  DAVID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


According  to  experts,  today's  mar- 
ket discounts  events  with  laserlike 
speed.  Moves  that  used  to  take  years 
are  over  in  months  or  even  weeks.  The 
experts  are  all  wet.  This  concept  of  the 
"postmodern"  market  does  not 
square  with  fact. 

For  the  last  several  decades  market 
trends,  far  from  being  shorter  and 
faster,  have  been  more  extended  and 
pronounced.  This  is  particularly  true 
of  large-  and  small-cap  cycles,  both  of 
which  have  tended  to  last  for  long 
periods.  The  chart  at  right  measures 
the  performance  of  the  Value  Line 
1 700,  versus  the  s&p  500  over  the  past 
30  years.  The  Value  Line  index,  by 
equally  weighting  1,700  companies, 
tends  to  reflect  the  performance  of 
small-market-value  issues.  The  S&P, 
on  the  other  hand,  by  weighting 
stocks  by  market  value,  reflects  the 
performance  of  large-size  companies. 

The  first  point  the  chart  brings  out 
clearly  is  that  small  ain't  necessarily 
beautiful,  in  spite  of  the  preachings  of 
legions  of  financial  academics.  Over 
almost  30  years,  the  s&p  has  appreciat- 
ed four  times  as  much  as  Value  Line. 

Although  the  s&p  500  and  the  Val- 
ue Line  ran  neck-and-neck  to  early 
1969,  from  that  point  onward  the 
pulled  away  and  never  looked  back. 


And  the  S&P  500  didn't  do  better  only 
in  bull  markets.  In  down  markets  it 
has  declined  far  less  than  the  small- 
stock- weighted  Value  Line.  From  the 
end  of  1968  to  the  bottom  of  the 
1974  bear  market,  the  s&p  dropped 
34%,  compared  with  a  nerve-wrack- 
ing 75%  decline  for  the  Value  Line.  So 
much  for  the  prevailing  academic  the- 
ory that  small  stocks  are  destined  to 
outperform  big  stocks  over  time. 

But  small  stocks  aren't  always  los- 
ers. From  the  end  of  1974  to  mid- 
1983  they  made  an  enormous  come- 
back, appreciating  almost  300%  in  the 
next  8  years — more  than  double  the 
rate  of  the  S&P.  People  who  rode  this 
small-cap  express  made  a  bundle. 

After  1983  victory  shifted  back  to 
the    big    stocks    and    stayed    there 
through  1990.  In  this  latest  7   years 
the  S&P  almost  doubled,  while  the 
Value  Line  declined  about  5%. 

In  short,  there  is  a  season  for  big- 
cap  stocks  and  a  season  for  small -cap 
stocks,  and  each  of  these  seasons  can 
last  for  many  years. 


There  are  some  lessons  to  learn 
from  these  major  cycles.  First,  be- 
cause the  large-market  caps  do  con- 
siderably better  over  time  than  their 
smaller-company  counterparts  and 
are  significantly  less  volatile,  the  more 
conservative  investors  should  stick  to 
large,  1ow-p/e  stocks,  which  are  the 
mainstay  of  my  recommendations. 

However,  there  are  also  substantial 
opportunities  to  play  the  megatrends 
for  those  who  can  live  with  somewhat 
higher  risk.  Small-cap  stocks  just  went 
through  their  worst  period  of  under- 
performance  relative  to  the  S&P  since 
the  Value  Line  index  was  introduced. 
There's  a  strong  probability  that  they 
are  about  to  come  into  their  own 
again  and  do  some  catching  up.  The 
comeback  may  already  have  started, 
judging  by  the  substantially  improved 
returns  of  the  Value  Line  from  late 
October  of  last  year  to  the  present. 

Here  are  several  small-cap  stocks 
with  low  P/K  ratios  to  look  at: 

Dibrell  Brothers  (28);  P/E  11;  yield 
2.8%.  Merchants  National (17);  P/E  6 
times  1991  's  estimate;  vield  7.1%. 
Watkins-Johnson  (15);  P/K  7  times 
1991  estimates;  yield  3.2%. 

Another  way  of  investing  in  small 
caps  is  to  buy  a  mutual  or  index  fund. 
Two  I  would  consider  are: 

Royce  Value  Trust  (9),  a  closed-end 
fund  that  invests  in  small-cap  value 
stocks.  Vanjjuard  Small  Cap  Stock 
Fund  is  a  mutual  fund  designed  to 
replicate  the  Russell  2000  (a  major 
small-cap  index).  ■■ 
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Charles  Allmon,  a  longtime  bear,  has  just  turned 
bullish.  What  does  this  say  to  contrarians? 


Tired  of  waiting: 


s 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


For  the  first  timk  in  over  five  years 
Charles  Allmon  has  turned  bullish. 
One  of  the  nation's  best-performing 
investment  advisers,  Allmon  has 
somewhat  sullied  his  record  in  recent 
years  by  sitting  out  a  good  part  of  a 
mighty  fine  bull  market. 

What  conclusion  to  draw  from  All- 
mon's  changing  sides?  Bulls  could 
take  comfort  from  gaining  an  impor- 
tant new  recruit,  but  contrarians 
might  take  an  opposite  view.  You 
could  even  take  Allmon's  switch  as  a 
sell  signal,  according  to  the  classic 
contrarian  logic  that  the  market  has  to 
go  down  after  the  last  bear  throws  in 
the  towel,  since  there  is  then  no  one 
left  to  do  any  buying. 

Allmon's  bearishness  had  become 
obstinate.  He  began  building  up  a 
large  cash  position  in  the  model  port- 
folio of  his  Growth  Stock  Outlook  advi- 
sory letter-in  late  1985,  when  the 
Dow  was  at  around  1500,  and  the 
portfolio  reached  an  80%  cash  level  in 
1986.  Allmon  looked  smart  when 
1987's  Black  Monday  came  around, 
but  he  refused  to  reinvest  his  cash 
after  the  crash,  and  early  this  year  he 
still  had  over-90%  of  his  portfolio  in  a 
money  market  fund.  His  followers 
missed  a  lot  of  fun. 

Cynics  accused  him  of  shortchang- 
ing shareholders  in  his  $120  million 
closed-end  fund  Growth  Stock  Out- 


look Trust  (traded  on  the  nyse)  by 
charging  them  a  1%  fee  for  merely 
holding  cash. 

Allmon  based  his  bearishness  on 
the  fact  that  the  Dow  industrials  are 
selling  far  above  their  book  value 
(right  now  they  are  more  than  100% 
above  book  value).  He  pointed  out 
they  had  traded  at  book  value  at  the 
bottom  of  several  prior  bear  markets 
and  could  very  well  drop  back  there 
again.  As  a  fundamentalist,  Allmon 
also  pointed  out  that  the  market  was 
overvalued  according  to  price/earn- 
ings and  price/dividends  ratios.  For 
instance,  the  Dow  industrials  are  cur- 
rendy  trading  at  about  17  times  trail- 
ing 12-month  earnings;  the  corre- 
sponding ratio  just  before  the  crash  in 
1929  was  only  a  little  higher,  at  19.  In 
addition,  the  Dow  industrials  now 
yield  a  historically  low  3.3%,  danger- 
ously close  to  levels  that  marked  pre- 
vious market  tops. 

Since  the  market  remains  quite 
overvalued  according  to  Allmon's 
fundamental  criteria,  his  sudden  con- 
version raises  a  number  of  questions. 
Why  is  the  market  a  good  buy  at 
today's  levels  when  it  wasn't  six  weeks 
ago,  at  1 5%  to  20%  lower  prices?  What 
makes  the  market  more  bullish  now 
than  it  was  after  1987's  crash?  Adding 
to  the  mystery  is  the  fact  that  Allmon 
acknowledges  that  the  market  isn't  a 
better  fundamental  value  today  than 
before:  On  the  very  telephone  hotline 
on  which  he  announced  his  bullish 
turn,  he  conceded  that  an  s&P  400 
trading  at  three  times  book  value  is 
anything  but  cheap.  Indeed,  Allmon 
remains  fundamentally  a  bear.  On 
that  same  hodine  he  says:  "My  guess 
is  that  a  super  market  crash  could 
occur  in  1992,  and  certainly  no  later 
than  1993." 

Why  then  would  Allmon  want  to 
become  part  of  the  market's  buying 
frenzy?  It  turns  out  that  he  became 
bullish  for  other  than  fundamental 
reasons.  He  is  forecasting  a  self-feed- 


ing rally  growing  out  of  current  eu- 
phoria: "The  incredible  victory  by 
our  country  in  the  Middle  East  war 
has  given  a  rare  boost  to  our  national 
confidence  and  sparked  a  major  stock 
market  rally  which  might  run  into 
1992,"  he  says.  "We  could  see  values 
completely  unhinged  from  reality." 
He's  simply  advising  his  followers  to 
get  in  for  the  later  part  of  the  ride — 
but  also  to  be  ready  to  jump  at  a 
moment's  notice. 

It  certainly  is  odd  that  a  lifelong 
fundamentalist  should  turn  bullish  for 
such  unfundamental  reasons.  In  any 
case,  those  who  remain  bearish  on  the 
market  can  dismiss  Allmon's  going  to 
the  other  side  as  not  terribly  signifi- 
cant. His  record  shows  that  his  place 
at  or  near  the  top  of  the  Hulbert 
Financial  Digest's  long-term  perfor- 
mance rankings  is  a  result  of  his  stock 
selection  rather  than  of  his  market 
timing. 

Consider  the  following:  A  sub- 
scriber who  invested  according  to 
Allmon's  timing  advice  in  an  index 
fund — rather  than  in  Allmon's  indi- 
vidual stock  picks — would  have  aver- 
aged a  12.2%  annual  return  since 
mid- 1980,  2%  below  the  market's 
14.2%.  But  Allmon's  model  portfolio 
actually  averaged  15.7%  per  year — 
proof  that  he  is  far  better  at  picking 
stocks  than  at  timing  the  market.  His 
superior  stock  selection  overcame  the 
2%  annual  debit  caused  by  his  inferior 
market  timing. 

What  does  this  smart  stock-picker 
choose  for  riding  what  he  sees  as  a 
blowoff  phase  in  the  bull  market? 
Among  the  20  stocks  he  added  to  his 
model  portfolio  are  two  tobacco  com- 
panies (Philip  Morris  and  UST);  two 
women's  apparel  firms  (Liz  Claiborne 
and  Dress  Barn,  both  o-t-c);  and  two 
companies  involved  in  international 
freight  forwarding  (Expediters  Inter- 
national of  Washington  and  Inter- 
trans,  both  o-t-c);  the  owner  of  a 
chain  of  cafeterias  (Luby's  Cafete- 
rias); and  an  insurance  company 
(Harleysville  Group,  o-t-c).  Stocks 
already  featured  in  his  Growth  Stock 
Outlook's  model  portfolio  include 
another  insurance  company  (Craw- 
ford &  Co.,  o-t-c);  two  makers  of 
computer  supplies  (Wallace  Comput- 
er Services  and  Ennis  Business 
Forms);  and  the  adrs  of  the  Swiss 
food  company  Nestle  (o-t-c).         H 
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Does  the  strong  stock  market  presage  a 
meaningful  recovery?  Don't  bet  on  it. 

False  signals 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


The  U.S.  stock  market  took  off 
literally  hours  after  the  first  allied 
bombers  left  for  Iraq,  and  has  been 
flying  high  ever  sinee.  Investors  cor- 
rectly anticipated  a  short,  popular  war 
with  few  allied  casualties.  Since  most 
believe  that  the  Iraqi  invasion  was  the 
sole  cause  of  the  business  downturn, 
they  think  that  confidence  and  the 
economy  will  soon  rebound,  helped 
along  by  easier  money  from  the  Fed- 
eral Reserve.  In  addition,  everyone 
now  recognizes  the  recession,  and 
when  that  was  true  in  earlier  postwar 
slumps,  new  bull  markets  com- 
menced. Why  not  simply  follow  the 
script  and  buy  stocks,  many  argue. 

Investors  proved  right  about  Iraq, 
but  they  may  be  wrong  about  the 
recession.  They  are  throwing  caution 
to  the  winds  in  a  feeding  frenzy,  as 
individuals  stampede  into  junk-bond 
and  small-stock  mutual  funds.  The 
fact  that  consumer  confidence  has 
risen  only  marginally  from  its  lows  of 
early  January  is  disregarded.  So,  too, 
are  the  myriad  financial  problems  that 
worried  investors  sick  only  a  few 
months  ago. 

But  before  you  forget  these  finan 
cial  woes  and  savor  the  expectation  of 
a  long  bull  market,  consider  history. 
In  three  major  correction  ,  the  initial 
economic  decline  was  •  dtobca 


short  recession  of  no  great  conse- 
quence. In  each  case,  business  did 
revive,  and  stocks  rose  in  anticipation, 
but  all  three  recoveries  gave  off  false 
signals:  Major  fundamental  difficul- 
ties dragged  the  economy  down 
again,  and  stocks  collapsed. 

The  first  occurred  in  1929  and  the 
early  1930s.  Real  GNP  fell  a  frightful 
17%  from  the  third  quarter  of  1929  to 
the  fourth  quarter  of  1930,  as  the 
overexuberant  capital,  housing  and 
consumer  spending  of  the  1920s  col- 
lapsed. Not  surprisingly,  the  Dow 
Jones  industrial  average  fell  48%  in 
late  1929.  But  then  it  rebounded,  and 
recovered  almost  half  its  loss  by 
March  1930,  as  most  viewed  the  re- 
cession as  not  only  brief  but  a  cleans- 
ing development.  Even  the  crash  was 
hailed  as  a  return  to  sanity  by  Henry 
Ford,  President  Hoover  and  many 
others.  The  New  York  Times,  in  its 
year-end  edition,  picked  Commander 
Richard  Byrd's  expedition  to  the 
South  Pole,  not  the  crash,  as  1929\ 
outstanding  event. 

The  economy  did  rise  in  the  first 
two  quarters  of  1931,  but  then  the 
main  event  got  under  way,  with  t In- 
closing in  May  1931  of  the  Kreditan 
stalt,  Austria's  largest  private  bank. 
This  main  event  was,  of  course,  the 
unwinding  of  the  excesses  of  the 
1920s,  excesses  eerily  similar  to  the 
greed  and  glitz  of  the  1980s,  with  the 
same  rampant  specul.it ion  a\k\  moiin 
tains  of  debt.  Stock  prices  declined 
almost  nonstop,  and  the  nil  fell  86% 
in  its  second  down  leg. 

In  1973  the  DJ1  dropped  25%  be- 
fore the  recession  actually  began  in 
November.  Few  thought   the  rcccs 
sion  would  be  serious  or  long.  Almost 
everyone  was  convinced  that   short 
ages    of   almost    everything    would 
continue  forever,  a  far  cry  from  the 
surpluses  thai  recessions  correct.  This 
conviction  was  spawned  by  market 
distorting  price  >\nd  wage  controls  in 
the   early    1970s,   huge   Soviet    grain 


purchases  and  the  October  1973  oil 
embargo.  After  declining  modestly  in 
early  1974,  the  economy  rebounded 
in  the  spring  of  that  year,  and  stocks 
rose  in  anticipation. 

The  shortage  mentality,  however, 
led  to  a  self- reinforcing  inventory- 
building  spree  that  went  almost  un- 
noticed, as  customers  double-  and 
even  triple-ordered  to  ensure  deliv- 
ery. The  bubble  broke  in  mid- 1974  as 
all  those  inventories  arrived,  and  elim- 
inating them  dragged  the  economy 
down,  in  the  worst  recession  since  the 
1930s.  Not  surprisingly,  the  DJ1  fell 
another  35%. 

Similarly,  a  mild  recession  was  all 
that  was  expected  in  1980  after  the 
imposition  of  credit  controls,  and  it 
lasted  only  six  months.  Stocks  quickly 
recovered  from  their  16%  decline  in 
early  1980,  and  rose  35%  from  the 
lows.  But  then  investors  learned  the 
hard  way  that  the  Fed  was  out  to  kill 
inflation,  cost  what  it  might.  With 
interest  rates  pushed  even  higher  than 
in  1980,  another  recession  started  in 
July  1981 — the  second  most  severe 
since  the  1930s  and  the  nil  dropped 
a  discouraging  25 

An  improvement  in  confidence 
brought  on  by  the  end  of  the  Gulfwar 
could  lead  to  a  pause  in  the  recession 
or  even  a  short  recovery.  But  watch 
out.  This  could  DC  another  of  those 
false  recoveries.  I  remain  convinced 
that  the  undercoUateralized  debts 
that  sut round  us  ,\\k\  the  problems 
they  are  causing  for  S&LS,  banks, 
insurance  companies,  I  BOS,  consum 
ers  and  Third  World  debtors  are  now 
the  big  event  and  will  generate  a  much 
deeper  mk\  global  recession. 

lake    your   clues    from    the    three 
parallels  I  cited  and  don't  get  lulled  by 

stock  market  euphoria  or  .\n  econom 
k  rebound  that  will  probably  be  brief 
Run  your  business  cautiously,  even  it 
demand  picks  up  for  a  time.  Buy 
Stocks  only  if  you  intend  to  hold  them 
for  a  quick  profit.  This  is  definite  I  v  not 
1^82  and  the  beginning  of  a  long  bull 
market.  Stocks  are  not  cheap,  m^\  n<> 

extended    business    expansion    lies 

ahead.  Don't  expect  further  substan 
tial  declines  in  interest  rates  as  Ion;-,  as 
the  Fed  and  most  others  think  u\o\ 
ery  is  at   hand    ( )nl\   when  the  reCCI 

sion  is  dearl)  renewed  and  globally 
established  will  the  bond  rally  resume 

Beware  of  false  dawns  BSfl 
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Higher  taxes  do  not  guarantee  more  revenue,  but  they  do 
virtually  guarantee  a  weaker  GNP.  Why  do  the  Germans 
insist  on  imposing  economic  pain  on  themselves? 

Economic 
masochism 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director 

of  economic  research  for  the  Hudson 

Institute  of  Indianapolis,  Ind. 


Canada  and  Germany  were  among 
the  last  countries  to  reduce  marginal 
tax  rates  in  1988  and  1989,  respec- 
tively. Canada  was  rewarded  with  5% 
growth  and  reduced  inflation  in  the 
year  it  cut  tax  rates,  but  the  very  next 
vear  it  reversed  course  and  imposed  a 
4%  surtax  in  1989,  a  5%  surtax  in  1990 
and  a  new  7%  sales  tax  in  1991.  No 
surprise:  Canada's  economy  slowed 
immediately,  despite  a  spurt  of  con- 
sumer spending  to  beat  the  coming 
sales  tax,  and  sank  into  deep  contrac- 
tion in  mid- 1990,  with  unemploy- 
ment near  10%. 

Germany  made  the  same  mistake. 
After  cuttirig  marginal  rates  in  1989, 
it  backtracked  and  imposed  a  7.5% 
surtax  on  personal  and  corporate  in- 
comes, plus  new  taxes  on  oil  and 
communications.  The  German  stock 
market,  which  was  already  down  26% 
from  its  1990  high,  tumbled  another 
4.1%  in  the  week  the  tax  news  hit. 
German  bonds  and  the  deutsche  mark 
also  slipped,  as  world  investors  rushed 
for  the  exit  door.  The  market  thus 
gave  a  vote  of  no  confidence  to  the 
German  tax  hikes 

Before  German  tax  rates  were  re- 
duced in  1989  by  up  to  15  percentage 


points,  the  German  economy  had  lost 
its  entrepreneurial  vigor.  From  1983 
through  1987,  real  GDP  in  Germany 
grew  by  less  than  2.1%  a  year,  just 
half  the  U.S.  growth  rate.  German 
industrial  production  in  1987  was 
only  4.1%  higher  than  in  1980  (for 
comparison,  U.S.  manufacturing  out- 
put in  late  1990  was  still  38%  higher 
than  in  1980).  But  by  cutting  tax  rates 
in  1989,  the  German  government  let 
its  taxpayers  keep  a  reasonable  share 
of  added  income,  and  the  cuts  worked 
astonishingly  well  in  stimulating  the 
economy.  It  looked  as  though  Ger- 
many had  rediscovered  the  "econom- 
ic miracle"  of  the  1950s,  when 
Ludwig  Erhard  cut  German  tax  rates 
from  95%  on  $15,000  to  53%  on 
income  above  $250,000. 

Whv  did  Germany,  like  Canada, 
decide  to  abandon  a  successful  policy 
in  favor  of  this  proven  instrument  of 
failure?  One  familiar  reason  is  black- 
mail. The  Bundesbank  made  it  clear 
that  it  had  been  raising  interest  rates 
out  of  spite  against  the  government, 
because  of  displeasure  with  the  bud- 
get deficit.  The  German  government 
simply  caved  in  and  raised  taxes  to 
reduce  the  deficit. 

The  Bundesbank  has  offered  two 
other  equally  nonsensical  excuses  for 
forcing  the  government  to  choose 
between  high  interest  rates  and  high 
tax  rates.  One  is  that  labor  unions 
have  been  asking  for  pay  increases  of 
6%  to  10%,  and  die-hard  Keynesians 
think  that  raising  wages  causes  infla- 
tion. They  forget  that  raising  taxes 
simply  makes  it  necessary  for  workers 
to  push  for  even  larger  pay  increases 
to  end  up  with  the  same  aftertax 
income.  Thus  higher  tax  rates  don't 
lessen  the  inflationary  pressures;  they 
increase  them.  And  steep  tax  rates 


always  stop  productivity  gains,  mak- 
ing unit  labor  costs  rise  even  further. 
As  a  result,  unemployment  must  rise, 
raising  government  subsidies  while 
cutting  tax  receipts. 

A  second  excuse  for  higher  interest 
rates  was  to  slow  the  growth  of  the  so- 
called  "money  supply."  But  the  stock 
of  interest -bearing  money  can  rise 
because  interest  rates  are  high — the 
high  interest  rates  attract  "hot  mon- 
ey" into  German  banks. 

The  bottom  line,  then,  is  that  the 
new  German  surtax,  like  the  Canadian 
surtax,  will  slow  the  economy. 
Among  other  things,  the  higher  taxes 
will  keep  short-term  interest  rates 
higher  than  otherwise  just  to  prevent 
the  deutsche  mark  from  crashing  too 
dramatically  as  long-term  capital 
flees.  And  German  savers  will  also 
require  high  interest  rates  to  compen- 
sate for  the  higher  tax  rate  on  their 
interest  income  and  for  the  unpromis- 
ing future  of  German  stocks. 

A  surtax  such  as  the  one  Germany 
has  just  imposed  is  a  particularly  de- 
structive weapon,  because  it  steepens 
the  climb  through  rising  tax  brackets, 
as  added  effort  brings  added  income. 
It  thus  raises  Germany's  19%  tax  rate 
to  only  20%,  but  raises  the  53%  rate  to 
57%.  Since  the  surtax  is  temporary,  it 
also  encourages  people  to  delay  doing 
things  that  would  earn  extra  income. 

West  Germany's  new  tax  hike  is 
supposed  to  raise  lavish  amounts  of 
money — 2%  of  GNP — to  throw  east- 
ward. It  won't.  Taxes  may  rise  "as  a 
percentage  of  gnp,"  but  only  because 
gnp  stops  rising.  The  tax  hike  is  sup- 
posed to  permit  the  Bundesbank  to 
lower  interest  rates  without  sinking 
the  deutsche  mark.  It  won't  do  that, 
either.  The  tax  hike  is  supposed  to 
lessen  a  nonexistent  inflation  threat 
by  taming  labor's  wage  demands.  It 
most  certainly  won't  1  ave  that  effect. 

When  the  German  surtax  fails  to  do 
any  of  the  things  it  was  supposed  to 
do,  it  will  be  time  to  reconsider  an 
alternative  strategy  timidly  proposed 
by  the  Free  Democratic  Party.  Instead 
of  imposing  suffocating  tax  rates  on 
West  Germany  to  subsidize  the  re- 
building of  East  Germany,  all  that  is 
really  needed  is  to  slash  income  tax 
rates  to  25%  or  less  in  East  Germany, 
turning  that  whole  area  into  an  enter- 
prise zone  or  tax  haven — the  Hong 
Kong  of  Europe.  H 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
"stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EXTRA  MNUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Be  1 1  more,  NY  11710 
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Receive  Value  Line 
for  only  $65 

An  Introductory  subscription  to  The  Value  Line  Investment 
Survey  bringscyou  the  2000-page  Investors  Reference  Service- 
Value  Line's  most  recent  Ratings  and  Reports  on  1700  stocks.  You 
will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for  $65.  Available  only  once  every  two  years  to  any 
household.  SPECIAL  BONUS:  With  your  Value  Line  subscription. 

as  a  bonus  you  will  also  receive  an  eight  inch  magnifying  ruler. 

Limited  Time  Offer,  while  supplies  last.  Your  subscription  to  Value 

Line  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check 

or  money  order  along  with  name,  address  and  zip  code 

together  with  this  ad  or: 

Call  Toll -Free  1  800  833-0046 

(Ext.  2686-Dept.  916M01)  American  Express.  MasterCard  or 

Visa.  24  hours  a  day,  7  days  a  week.  30  day  Money-Back 

Guarantee.  Allow  4  weeks  for  delivery.  NY  residents  add 

sales  tax.  Foreign  rates  upon  request.  Canadian 

residents  please  add  7%  GST. 

The  Value  Line  Investment  Survey* 

.711  Third  Avenue  NY.  NY  10017 
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BUSINESS  OPPORTUNITIES 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING! 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES,  INC. 


How  To  Open  And  Operate  A 
Successful  Bed  &  Breakfast 

A  Comprehensive  business/operations 
guide  by  30  vear  lodging  industry 
veteran.  $21.95  or  VISA,  MC,AMEX# 
and  expiration  date  to:  JEWELL  PRESS. 
3711  Hilldale  Dr.,  Nashville,  TN  37215. 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic 
Instantly1  Terntic  10  second  demonstration'  Fast 
$3.49  seller  pays  $2  90  profit1  Big  volume  Chain 
Store  item  Exclusive  territory 

FREE  SAMPLE  *fc5fiSr 

Q0Q      1312-FB      WASHINGTON  AVENUE 
nOiO     ST  LOUIS,  MO  63103-1989  U  S  A 

Phone  or  write:  314-241-8464 


OPPORTUNITY  TO  BUY 
PROFITABLE  BUSINESS 

Over  1000  to  choose  from 

Many  with  Owner  financing 

All  Areas  Except  Northeast 

AFFILIATED 

BUSINESS  CONSULTANTS 

Department  C  719-548-8888 

Colorado  Springs,  CO 


CORPORATE  FINANCE 


Middle  Market  corporate  financing  for 
companies  seeking  $1,000,000- 
$20,000,000  Fast  professional  results 

William  Cavalier  &  Co.,  Inc. 
(415)  898-4515 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 

the  franchise  specialists 

Francorp* 

New  York         Chicago       Lot  Angeles 
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SIX  FIGURE  CEO  LOOKING 
FOR  CLONES 

ONLY  THOSE  PEOPLE  WITH 

UPPER  LEVEL  MANAGEMENT 

EXPERIENCE  NEED  APPLY 

1-800-326-3165 


Save 

50% 


FREE  CERTIFICATES! 


AWARD  PLAQUES  WHOLESALE  j 

Perfect  award  to  show  appreciation  and 
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SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
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EDUCATIONAL  SERVICES 


(407)  788-6267 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 
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1  •  800-423-3244 
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VENTURE  CAP1 1  M 

Equity,  debt ,  joint  venture  (bi  Corporate 

■I. ill    up  or  expansion.  Ke.il  I  stale. 

Venture  funding  NoFroniFeen  Broken 
protected    Semi  businen  plan  to   Jim 

Madden.  World  Venture  Partners,  I  id 

X7IH  v.ites  Dine.  #200.  Westminster, 
Colorado  ximhii  t.UMi  42X-IHIHI  Fax 
(303)428-1924. 


Special  15%  discount  on  classified  ads  that  run  in  both 
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BUSINESS  OPPORTUNITIES 


WINE  CELLARS 


Peak  Profits. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-426-0536 


ALindal  Cedar  Homes 

P.O.  Box  24426,  Dept.  FG4,  Seattle,  WA  98124 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmExViscover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

-  Not  Handmade 

40  Bottle  Glass  Door 
60  Bottle  Class  Door 


599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 
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REAL  ESTATE 


NAPLES,  FLORIDA 


Shopping  Center  Site 

Busiest  intersection  in  prestigious  Collier 
County,  the  fastest  growing  area  in  U.S.  Part  of 
Lcly  Resort  community  with  projected  20,000 
residents,  Wcstin  Hotel,  college  campus  &.  3 
championship  golf  courses.  For  details  call: 

1-800-835-2288 

Lcly  Development  Corporation 


DISTINCTIVE 
JACKSON  HOLE  RANCH 

Diverse  rccreational/rctrcat/ranch  property 

780  deeded  acres  bordering  national  forest 

with  3.5  miles  of  good  fly  fishing.  Kndless 

possibilities  for  enjoyment,  expansion  or 

working  cattle  ranch. 

Hansen  Real  Estate  307-733-7152, 733-6200 


COMPUTERS 


INOUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy"  Computers 

Radio  Shack"  phones     .  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED-LIQUID1TY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstoncs  Free  wholesale  catalog  since 
1967'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-80©-«26-*352 
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TAKE  IT 
FROM  THE  TOP 


THE  BUSINESS  OF 
BUSINESS  SUCCESS 

•  DAVID  FROST  the  best 

known  interviewer  in  the  world 
speaks  with  Sir  James  Goldsmith, 
Sir  John  Harvey-Jones  and 
Lord  Hanson. 

Share  the  secrets 
of  their  success 
in  these  NEW 
business  videos. 

Call  lor 

FREE  mlormahon 

VIDEO 
ARTS 


HEALTH  AND  FITNESS 


STOP  SWEAT 
6  WEEKS 

Drionic*  is    an     in- 
credibly more  effec- 
tive way  to  combat 
excess    sweat    — 
without   chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness.   Reusable   - 
safe  &  effective  say1 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO    Dept    F0B-43 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


O  tWO  GEN  MED  CO 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 


please  cal 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F14.1 19  N  1 1th  St.,  Greenpoint,  NY  11211 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  fo  22"  models  ore  hand 
crofted  from  solid  mahogany  with 
hondpointed  markings  and  details 

•  Over  160  models'  m  stock 

•  Priced  from  $99,50 

•  Satisfaction  guoronteed 

Call  1-800  950  9944 


PACIFIC 


W0«IX5l£A0INGMAK£«S 

Of  FIN! 

AHOSCUUTUKS 

U2S5  Nor*  79*  Street 
StoltirJole  Airport.  A26SK0 
1602)9911811   ££•    ^P 


Ambassador  Lapel  Flags 
Your  logo  with  any  2-flag  mix. 
Also  custom-made  single  &  2-flag  ALFs 
Delivery:  14  business  days  Worldwide 
TME  Co.,  117  Park  Ln   Rd  .  Ste   1C1 

New  Miltord.  CT  06776,  USA 
1800)  535-5255    •    Fax  (203)  354-2786 


Forbes:  Capitalist  Tool® 


MAIL  ORDER 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  ot  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
information: 


INCLINATOR 


COMPA     I 

Dept.  7 
P.O.Box  1557 
Harrisburg,  PA 
17105-1557 


AMERICA 


BOATS 


THE  POKE  BOAT 

ITS  EVERYTHING  A  CANOE  ISN'T. 
It  weighs  only  28     f\     Call  toll-free 
pounds  For  loss     /       \  1-800- 

than  $800  you       /  \  1C/. 

can  buy  /  V 

more  than      Xf  V.      0190. 

a  canoe      [fl     _>—^^    \\ 


HI.IHL/:'!^, 


EDITED  BY  THOMAS  JAFFE 


The  case  for  Japan 

LOWER  INTEREST  raths  are  being 
forecast  for  Europe.  Germany's 
Bundesbank,  it's  widely  predicted, 
will  cut  them  to  stir  the  economy.  But 
in  the  U.S.  the  recent  uptick  in  long 
bond  yields  is  expected  to  make  the 
Fed  cautious  about  cutting  short- 
term  rates  further  (see  p.  39). 

Will  the  smart  money  again  focus 
on  the  Japanese  stock  market?  Per- 
haps it  already  has.  The  Nikkei  Aver- 
age has  climbed  to  a  recent  26,727, 
32%  above  its  October  1990  low. 
Who's  behind  the  rally?  The^z/m,  or 
foreigners.  In  February,  net  stock 
purchases  by  foreign  investors  hit  a 
record  Y1.08  trillion  ($8.3  billion), 
breaking  the  previous  monthly  record 
ofY539.9  billion,  set  in  January  1989. 

The  Tokyo  market  seems  to  be 
discounting  lower  interest  rates.  Kcr- 
mit  Schoenholtz,  director  of  econom- 
ic research  at  Salomon  Brothers  Asia 
Ltd.,  expects  the  Bank  of  Japan  to 
begin  easing  its  tight  monetary  policy 
during  the  second  quarter.  If  interest 
rates  drop,  he  says,  domestic  investors 
will  jump  back  into  the  market. 

So  far,  many  have  stayed  on  the 
sidelines,  or  sold  out  to  the  foreign 
buyers.  Indeed,  Japanese  investors 
sold  over  Yl  trillion  more  worth  of 
shares  than  they  bought  in  February. 

Daniel  O'Keefe,  a  Tokyo- based  an 
alyst  for  Merrill  Lynch,  thinks  the 
foreign  buyers'  timing  is  dead  on  in 
the  long  term.  U.S.  and  U.K.  pension 
funds  began  storming  back  into  the 
market  last  November  because  they 
concluded  it  had  bottomed  out. 

Salomon  Brothers  expects  the  Nik- 
kei to  rise  as  high  as  30,000  by  mid- 
year, 12%  over  current  levels.  Among 
thctfaijiri's  favorite  stocks  are  electri- 
cal goods  companies  such  as  Toshiba, 
NEC  and  Sony,  all  of  which  would 
benefit  from  a  weaker  yen.  GALE 

ElSENSTODT  with  HlROKO  KATAYAMA 

How  to  buy  Japan's  Fed 

Unlikely  as  it  may  sound,  shares  can 
be  bought  in  the  Bank  of  Japan,  the 
country's  equivalent  to  the  U.S.  Fed. 
The  shares  (technically  called  invest- 
ment securities)  recently  traded  at 
Y380,000  ($3,000)  each.  That's 
down  from  a  peak  of  Y755,()00 
($5,800)  in  1988  but  far  above  their 
1984  price  of  Y22, 000 


Now  that  the  shares  have  retreated 
from  their  peak,  Robert  Zielinski,  a 
Tokyo- based  analyst  for  Jardine 
Fleming,  thinks  the  bank  is  a  buy.  Yes, 
Zielinski  is  aware  that  Bank  of  Japan 
investors  receive  a  microscopic  annual 
dividend  of  Y5  per  share  (around  3 
cents);  indeed,  Zielinski  figures  that 
by  Western  valuation  methods  tfie 
shares  are  worth  only  Y71.  How, 
then,  does  Zielinski  justify  his  recom- 
mendation? Bank  of  Japan,  he  says, 
"was  by  far  the  best-performing  stock 
in  the  financial  sector  during  the  To- 
kyo bull  market."  For  sure,  it  won't 
go  broke  or  sell  out  to  Arab  investors. 
Japan's  Ministry  of  Finance  owns 
55%;  individuals  and  corporations 
hold  the  rest.  -G.E. 


Burger  meister 

ONE  STOCK  that  has  sizzled  in  the 
1991  rally  is  Wendy's  International 
Inc.,  the  SI  billion  (sales)  operator 
and  franchiser  of  Wendy's  restau- 
rants. Since  January  its  Big  Board 
shares  have  risen  nearly  50%,  to  a 
recent  93/«,  fueled. by  an  impressive 
year  over  year  earnings  gain.  In  1990 
the  3,750  store  chain,  headquartered 
in  Dublin,  Ohio,  netted  41  cents  a 
share,  up  64%  from  the  previous  year. 
C.K.  Dahl,  who  runs  Mystic, 
Conn. -based  CKD  Analysis,  isn't  sur- 
prised. Much  of  the  credit,  he  says, 
goes  to  James  Near,  53,  who  became 
Wendy's  chairman  in  February,  after 
four  years  as  president.  Previously,  he 
ran  a  Wendy's  subsidiary  that  operat- 


One  of  Wendy's  3,750  restaurants 
Serving  up  earnings  momentum  that 
investors  can  feast  on. 


ed  and  franchised  restaurants. 

Near  has  forced  the  company  to 
focus  on  raising  the  profitability  of 
individual  restaurants.  Meanwhile, 
Wendy's  has  introduced  successful 
higher- margined  items  such  as  a 
$3.69  Chicken  Cordon  Bleu  sand- 
wich; these  complement  cheaper 
items,  like  its  99-cent  hamburger. 

But  with  the  stock  already  having 
risen  sharply — it  currendy  trades  for 
23  times  trailing  12-month  earn- 
ings— how  high  is  up?  Dahl  thinks  it 
could  reach  14  or  15  over  the  next 
year  or  so,  as  the  earnings  momentum 
builds.  Dahl  expects  Wendy's  to  earn 
at  least  50  cents  a  share  in  1991,  and 
around  75  cents  a  share  in  1992. 
Finally,  the  balance  sheet  is  strong, 
with  about  $60  million  of  cash  in  the 
till — equal  to  roughly  37%  of  long- 
term  debt.  There  are  96.7  million 
shares  outstanding.  Founder  R.  Da- 
vid Thomas  owns  almost  8%. 


What  price  Liberty? 

Tele-Communications   Inc.,   the 

$3.6  billion  (estimated  1990  sales) 
cable  TV  giant,  is  spinning  off  a  bunch 
of  holdings  into  a  new  company,  Lib- 
em-  Media  Corp.  Holders  of  TCI 
shares  who  want  to  own  this  hodge- 
podge must,  by  Mar.  19,  swap  their 
Tele  Communications  stock  for  Lib- 
erty common  at  the  rate  of  16  K  l 
shares  per  one  new  Liberty  share. 

liberty  will   have  interests  in    14 
cable  systems,  its  share  of  which  adds 
up  to  about  650,000  subscribers.  It 
will  also  hold  stakes  in  26  other  enti 
tics,  including  50%  of  American  Mo\ 
ie   ("lassies,   30%  of  the  QVC   home 
shopping  network,  16%  of  the  Family 
Channel  and  interests  in  14  regional 
sports  net  works  such  as  Rocky  Moun 
tain  Prime  Sports,  u  I  President  John 
Malonc  will  also  head  Liberty. 

II  every  i<  i  holder  opts  for  the  16 
for  1  exchange,  liberty  will  have 
roughly  2.1  million  common  shares 
outstanding.  With  a  recent  O  t  c  pri<  C 
of  15  for  rCI,  thai  would  imply  .1 
market  value  oi  .wound  $500  million, 
or  $250.1  share,  lor  the  new  compam 

(  an  Liberty,  which  for  the  firsi  nine 

months  of  1990  earned  ( pro  forma) 
JUS1    $139,000   on   revenues  <>l    $52 

million,  really  be  worth  thai  much! 
\i  cording  to  Tele  ( lommunk  stions, 
n  maj  be  worth  even  more.  In  the 
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Liberty  prospectus  TCI  estimates  that, 
net  of  debt,  the  market  value  of  Liber- 
ty's assets  is  $625  million.  On  2.1 
million  shares,  that  works  out  to  near- 
ly $300  per  share. 

But  don't  expect  the  stock  to  trade 
up  to  $300  anytime  soon.  Liberty  is 
issuing  $625  million  in  preferred 
stock  to  parent  Tele- Communica- 
tions; the  preferred  will  represent  at 
least  55%  of  the  capitalization  of  Lib- 
erty. Preferred  dividends — these 
won't  be  paid  in  cash  but  accrued — 
will  be  $23  million  a  year.  In  short, 
TCI  will  very  much  control  Liberty. 

If  you're  a  TCI  shareholder,  pass  on 
the  swap.  If  you're  considering  buy- 
ing Liberty  now  that  it  is  trading  on  a 
when-issued  basis  o-t-c,  don't  chase 
it.  -Christopher  Palmeri 


Playing  the  turn 

Analyst  Lowell  Bourne  of  St. 
Louis-based  Burns,  Pauli  &  Co. 
thinks  property  and  casualty  insur- 
ance rates,  in  decline  since  early  1987, 
have  bottomed  and  could  be  15%  to 
20%  above  current  levels  by  1992. 
The  best  way  to  play  this  turn,  says 
Bourne,  is  to  buy  the  stocks  of  insur- 
ance brokers:  They  can  benefit  from 
higher  rates  but  aren't  plagued  by  the 
asset  quality  concerns  facing  insur- 
ance carriers  themselves. 

Bourne  particularly  likes  $97  mil- 
lion (revenues)  Hilb,  Rogal  &  Hamil- 
ton Co.,  the  tenth-largest  insurance 
broker  in  the  U.S.  Recent  o-t-c  price: 
15.  Headquartered  in  Glen  Allen, 
Va.,  it  runs  42  agencies,  situated  pri- 
marily in  smaller  cities  such  as  Amaril- 
lo  and  Green  Bay. 

Despite  falling  rates,  since  1988 
revenues  and  net  income  have  grown 
7%  and  14%  a  year,  respectively.  The 
company  has  been  buying  small  inde- 
pendent insurance  agencies,  mostly  in 
the  form  of  stock  swap  deals.  Last  year 
alone,  Hilb  acquired  28  such  outfits; 
so  far  this  year  it  has  bought  4. 

The  stock's  price  discounts  quite  a 
bit  of  growth.  In  1990  HRH  earned  65 
cents  a  share.  Assuming  a  2%  increase 
in  property  and  casualty  rates  and  8% 
higher  volume,  Bourne  expects  earn- 
ings to  reach  95  cents  a  share  in  1991 . 
If  rates  rise  15%  in  1992,  he  thinks 
Hilb  will  earn  $1 .40  a  share. 

There  are  9.9  million  shares;  em- 
ployees own  more  than  50%.  H 


Forbes"  April  1,  1991 


IX  PARADISE 

An  island  paradise  that  offers 
xi  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2,400 


*^ 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 

Fiji  Manager 

Attn:  Errol  Ryland 

Fort  Garland,  CO  81 133 

or  call  (719)  379-3263  90K3 


PRESIDENTS, 

CEOS,  CFOS, 

INVESTOR  RELATIONS 

EXECUTIVES 

YOUR  MOST  IMPORTANT  DOCUMENT 

IS  ABOUT  TO  BE  RELEASED— 

YOUR  ANNUAL  REPORT 

Now's  the  time  to  make  your  annual  report  visible  to  an  active 
institutional  and  private  investor  market— the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  SPRING  ANNUAL  REPORT 
SECTION.  It's  the  first  choice  of  investor  relations  professionals 
because  they  believe  FORBES  will  draw  a  higher  number  of 
requests  per  advertisement. 

For  questions  and  rates,  call  Virginia  Carroll  at  (212)  620-2339 
or  Sarah  Madison  (505)  275-1282/3. 

Issue  Date:  May  27, 1991    Closing  Date:  March  29, 1991 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MHhe  land  we're  offering  is  far 

rrom  the  crowds  and  rat  race  of 
Jm  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbt 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 

without  obligation,  call  719/379- 
3263  or  write  to:  Krrol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   1WF8 
Ft.  Garland,  CO  81 133. 


Obtain  the  Property  Report  requir 
judged  the  merit;,  or  val 
Statel- 
et the  sale  or  lea-.e'iru'' 
upor  the  merits  -  il  su<  r 
Ranches  NYA8I. 
offered  to  Ni 
Ottering  St 


FLASHBACKS 


EDITED  DY  DERO  A.  SAUNDERS 


"The  more  things  change . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Apr.  2, 1921) 
"The  first  quarter  of  1921  promises 
to  be  followed  by  a  somewhat  better 
second  quarter,  and  a  very  much  better 
third  quarter  and  fourth  quarter.  We 
are  reaching  the  final  stages  of  the 
present  readjustment  movement." 

"It  will  cost  some  four  thousand 
million  dollars  to  run  the  U.S.  gov- 
ernment this  year.  That  means  that 
taxes  will  continue  to  be  heartbreak  - 
ingly  heavy.  It  also  means  that  three 
thousand  millions  of  dollars  which, 
under  the  prewar  tax  rates,  would 
have  been  available  for  the  develop- 
ment of  industry  and  business  in  this 
country  will  be  withdrawn  and  dissi- 
pated by  the  government." 


60 


years  ago 


"Both  General  Motors  and  Chrysler 
are  manufacturing  self-lubricating 
bearings  by  a  new  process,  'cold  cast- 
ing,' which  not  only  speeds  up  the 
manufacture  of  metal  parts,  but  low- 
ers the  cost  of  production  as  well.  The 
process  involves  the  application  of 
pressure  to  metal  and  nonmetal  pow- 
ders, plus  the  application  of  heat  be- 
low the  melting  point.  The  powders 
are  thus  transformed  into  a  solid  mass 
and  shaped  without  melting." 


Northwest  and  the  South  contain 
more  than  50  billion  board  feet  of  old 
growth  timber  plus  10  billion  feet  of 
merchantable  second  growth.  Car- 
ried on  the  books  at  precisely  $100 
million — a  valuation  that  does  not 
even  cover  the  worth  of  the  land — 
Weyerhaeuser's  timber  holdings  have 
a  theoretical  value  of  perhaps  $2 
billion." 


10 


years  ago 


25 


years  ago 


(From  the  issue  of  Apr.  1, 1966) 

Felling  a  mature 
tree  in  the 
Cascades. 


(From  the  issue  of  Apr.  1,  1931) 
"If  business  goes  up,  wages  proba- 
bly will  stay  up.  Should  business  go 
down,  so  probably  will  wages.  Per- 
haps half  of  our  large  corporations 
have  cut  salaries  at  least  10%.  Few  of 
them  have  cut  wage  rates.  The  pre- 
ferred method  has  been  not  to  dismiss 
workers  by  the  thousand  but  to  divide 
up  the  work  among  the  entire  force. 
Even  so,  the  number  totally  unem- 
ployed is  estimated  at  not  less  than  5 
million." 

"The  dirigible  appears  to  be  con 
tinuing  its  gradual  gain  in  popularity 
compared  with  the  airplane.  Plans  of 
the  Goodyear  Zeppelin  Corp.  are  go- 
ing forward  for  establishing  the  ten- 
passenger  dirigible  near  New  York 
City  for  record  sight-seeing  trips 
within  the  next  month.  A  hangar  is 
being  erected  at  the  Holmes  airport 
near  New  York,  and  service  will  begin 
as  soon  as  it  is  completed." 

SO  years  ago 

(From  the  issue  of  Apr  1, 1941) 
"The  failure  of  the  federal  govern- 
ment to  balance  its  budget,  the  in- 
crease in  the  public  debt  to  over  $45 
billion,  and  -now,  with  the  defense 
program  under  way,  the  almost  cer- 
tainty that  the  [national]  debt  will 
reach  $65  billion  in  the  not  too  dis- 
tant future,  has  once  more  raised  the 
fear  of  inflation." 


"Weyerhaeuser  presides  over  the 
largest  private  timber  domain  in  the 
U.S.  Its  3.6  million  acres  in  the  Pacific 


(From  the  issue  of  Mar  30, 1981) 
"No  matter  what,  we'd  better  start 
pouring,  instead  of  dribbling,  oil  into 
that  clump  of  strategic  oil  reserve  salt 
domes  in  Louisiana.  Since  the  pro- 
gram was  established  six  years  ago, 
we've  put  in  about  a  week's  worth.  At 
the  present  rate  it  would  take  1 5  years 
to  stockpile  the  billions  of  barrels 
required  if  we're  to  have  three  or  four 
months'  worth  on  hand." 

-Malcolm  Forbes 

"Thoroughbreds  are  the  equine 
equivalent  of  the  New  York  Stock 
Exchange,  and  a  stallion  with  a  good 
track  record  is  like  a  good  small  oil 
company  with  proven  .  .  .  reserves  in 
the  Overthrust  Belt  or  Anadarko  Ba- 
sin. Spectacular  Bid,  for  example,  end- 
ed his  racing  career  with  total  winnings 
of  $2.8  million.  His  syndication  price 
was  a  record  $22  million  ...  a  'syndi- 
cation/earnings' ratio  of  7.9  com- 
pared with  1 .0  for  Nashua."  ■■ 


Selling  a  brood 
mare  at 
Kentucky's 
Keeneland 
auction. 
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inuuuniD  un  int  BUdiNt»  ur  Lire 


J. P.  Morgan,  then  past 
70,  was  asked  by  the  son 
of  an  eminent  father  why 
he  [Morgan]  didn't  retire. 
"When  did  your  father 
retire?"  asked  Mr.  Morgan, 
without  looking  up  from 
his  desk.  "In  1902." 
"When  did  he  die?"  "Oh, 
at  the  end  of  1904." 
"Huh!"  snapped  Mr.  Mor- 
gan, "If  he  had  kept  on 
working  he  would  have 
been  alive  still. " 

Work  is  God's  best 
medicine.  It  is  God's 
medicine  for  man. 


-B.C.  Forbes 


It  is  often  easier  to 
assemble  armies  than  it 
is  to  assemble  army 
revenues. 
-Benjamin  Harrison 

No  man  has  a  natural  right 
to  commit  aggression  on 
the  natural  rights  of 
another;  and  this  is  all 
from  which  the  laws 
ought  to  restrain  him. 
-Thomas  Jefferson 

I  look  at  the  natural 
geological  record  as  a 
history  of  the  world 
imperfectly  kept  and  written 
in  a  changing  dialect;  of 
this  history  we  possess  the 
last  volume  alone,  relating 
only  to  two  or  three  countries. 
Of  this  volume,  only  here  and 
there  a  short  chapter  has  been 
preserved;  and  of  each  page, 
only  here  and  there  a  few  lines. 
-Charles  Darwin 

We  do  not  know  what  to 
do  with  this  short  life, 
but  we  want  another  that 
will  be  eternal. 
-Anatole  France 


A  Text . . . 

For  if  the  trumpet 
give  an  uncertain 
sound,  who  shall 
prepare  himself  to 
the  battle? 
-I  Corinthians  14:8 


Sent  in  by  Arthur  L.  Davies, 
Greenville,  S.C.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


The  college  undergraduate 
is  a  lot  of  things — many 
of  them  as  familiar, 
predictable  and  responsible 
as  the  bounce  of  a  basketball, 
and  others  as  startling  (and 
occasionally  as  disastrous) 
as  the  bounce  of  a  football. 
-John  Sloan  Dickey 

The  whole  object  of  travel 
is  not  to  set  foot  on  foreign 
land;  it  is  at  last  to  set 
foot  on  one's  own  country 
as  foreign  land. 
-G.K.  Chesterton 

What  is  patriotism  but 
the  love  of  the  good  things 
we  ate  in  our  childhood? 
-Lin  Yutanc. 

A  man's  home  is  his  hassle. 

-Restaurant  sign 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


We  cherish  our  friends  not 
for  their  ability  to  amuse 
us  but  for  ours  to  amuse  them. 
-Evelyn  Waugh 

Millions  of  individuals 
making  their  own  decisions 
in  the  marketplace  will 
always  allocate  resources 
better  than  any  centralized 
government  planning  process. 
-Ronald  Reagan 

The  strongest  poison  ever  known 
Came  from  Caesar's  laurel  crown. 
-William  Blake 

A  nation  may  be  said  to 
consist  of  its  territory, 
its  people  and  its  laws.  The 
territory  is  the  only  part 
which  is  of  certain  durability. 
Laws  change,  people  die, 
the  land  remains. 
-Abraham  Lincoln 

To  "know  thyself"  must 
mean  to  know  the  malignancy 
of  one's  own  instincts  and 
to  know  as  well  one's  power 
to  deflect  it. 
-Dr.  Karl  Mf.nninger 

I  don't  like  myself,  I'm 
crazy  about  myself. 
-Mae  West 

If  I  take  refuge  in 
ambiguity,  I  assure  you 
that  it's  quite  conscious. 
-Kingman  Brewster  Jr. 

Finance:  the  art  of  passing 
currency  from  hand  to 
hand  until  it  finally  disappears. 
-Robert  W.  Sarnoff 

The  only  stock  I  ever 
invested  in  always  had 
four  legs  attached  to  it. 
-Conservative  farmi  r 

Pray  to  Clod  for  a  good  harvest, 
but  don't  stop  hoeing. 
-Bohemian  PROVERB 
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Pass  the  entrance  exam. 

Going  from  zero  to  traffic  speed  in  the  length  of  an  on-ramp  can  be  a  real  test  of  nerve  for 
the  average  sedan  owner.  Luckily,  the  Camry  V6  is  not  at  all  average. 

Thanks  to  a  Four-Cam,  24-valve,  electronically  fuel-injected  engine,  the  Camry  V6  develops 
156  horsepower  and  160  ft.-lbs.  of  torque.  So  even  with  its  generous  passenger  space  filled,  the 
Camry  has  plenty  of  power  for  on-ramps,  traffic,  or  hills. 

Of  course,  power  isn't  the  only  reason  the  Camry  V6  is  so  special.  For  three  years  in  a  row, 
Camry  has  been  the  most  trouble-free  compact  car  sold  in  America! 

So  whether  the  hills  are  mild  or  steep,  the  Camry  V6  can  be  counted  on  to  move  to  the  head 
of  its  class.  Further  proof  that  with  the  Camry  V6,  you  have  just  about  the  perfect  car. 

"Hove  what  you  do  for  me" 

®  TOYOTA 


ft 


m  m 


C;iii  i  h<xh.»  (Toyota  lot  a  brochure  and  location  >>t  raw  neanat dealer  *.|.i>.  Rowa  and 

Aaaoi  iatea  1!>kh,  ISBGt  I'.M)  Initial  Quality  Survey*,*  Baaed  on  ownej  reported  problemi  during 

the  Hi*  DOdayaol  ownership.  <«-<  MoreBroni  Life  ,. Buckle  Up!  (MS0O'BQfota  Motoi  Sales,  USA  ,  ln< . 
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Breathe  easier  underwater. 


R£ 


Lelax. 

A  Range  Rover  is  virtually  dunk 
resistant. 

Its  anti-lock  braking  system  is  capable 
of  stopping  straight  even  on  roads  that 
bear  a  striking  resemblance  to  small 
ponds. 

And  with  the  added  traction  of  perma- 
nent 4-whecl  drive,  a  Range  Rover  can 
grip  the  kind  of  rain-soaked  pavement 
that  sends  ordinary  luxury  cars  slip- 


sliding  away. 

Of  course,  what  makes  a  Range  Rover 
and  its  owner  even  more  comfortable 
during  torrential  downpours,  Nordic 

'£l  Jkth  i" 


RANGE  ROVER 


blizzards,  or  whatever  else  the  sky  has  t<> 
offer,  arc  its  abundant  amenities. 

Why  not  call  L800-FINE 4WD for« 
dealer  near  you? 

It's  very  rare  that  an  Investment  of 
around  #43,000  can  make  you  feci  quite 
this  secure.  Kven  in  the  midst  of  a  blind- 
ing typhoon,  you'll  be  at  the  helm  of  a 
rather  seaworthy  vehicle 

One  designed  to  relieve  a  little  of  I  hat 
cabin  pressure 
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Tlie  Dale  Carnegie®Strategic  Presentations     tuu  T\  AT  F     hold ,  and  convince  your  audience.  Over 
Workshop.  Learn  how  to  prepare  a  logical  argu-  a  a  m  Tppyp    4()0  ot  tne  FORTUNE  500  have  the  Dale  Carnegie® 
merit.  How  to  express  ideas  clearly  forcefully  How   I  A  k  \  f  (  t  f     difference.  They  realize  its  potential.  Realize  yours, 
to  think  on  your  feet,  'lb  maintain  control.  To  use  ^TrrrprVT  ?     ^a^  now  tor  oul  course  catal°g-  Dale  Carnegie 
vour  charts,  slides,  hands,  humor.  To  capture.   'UlrrLKLNlL    professionai  Development:  How  to  win. 
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Dale   Carnegie   &  As 


j,   Inc.     Leadership  Training  Worldwide. 


I  Digital  Equipment  Corporation  1991.  The  DIGITAL  logo  and  Digital  ha:  it  now  are  trademarks  of  Digital  Equipment  Corporation. 

Prof.  Dr.-Ing.  Werner  Saemann 
CEO,  BMW  Motoren  Gessellschaft  m.b.H. 

Steyr,  Austria 


"Digital  helps 
build  the  heart 

ofBMW 
automobiles'' 


"BMW  has  built  a  worldwide  repu- 
tation for  automotive  excellence.  To 
maintain  that  leadership  in  building  the 
BMW  engine,  especially  in  a  time  of  ris- 
ing costs,  we  knew  we  needed  the  best 
computer  technology  to  integrate  our 
automated  factory.  In  Digital,  we 
found  the  perfect  partner  to  help  us. 

"Digital  recognized  that  for  effi- 
cient, flexible  manufacturing,  it  was 
critical  that  applications  in  our  engine 
plant  be  available  100%  of  the  time. 
And  even  though  these  applications 
run  on  many  different  computers, 
information  must  be  shared  quickly 
and  easily  among  them. 

"Digital's  manufacturing  systems 
and  their  multi-vendor  applications 
integration  were  the  answer.  We  now 
have  the  complete  reliability  we  need. 
We  can  react  quickly  to  production 
changes,  thanks  to  rapid  information 
sharing.  And  we  lowered  our  manu- 
facturing costs. 

"In  addition,  Digital  is  a  step 
ahead  in  implementing  key  standards. 
This  makes  our  investment  in  Digital's 
integration  solutions  doubly  wise- 
for  today  and  for  down  the  road." 

The  rewards  of  working  together. 

Digital  provides  manufacturers 
with  complete  solutions  that  work  in 
their  complex,  multi-vendor  environ- 
ment. Solutions  that  are  designed  to 
meet  tomorrow's  demands  because 
they're  based  on  standards. 

Today,  Digital's  manufacturing 
solutions  give  you  an  elegandy  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiendy,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  Maynard,  MA  01754-2198.  Or 
call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 

it 

now 
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An  authentic 
Wall  Street  hero 
tries  to  reprise 
his  past  magic 

84 


Blending  failed  Texas  thrifts 
and  corrugated  boxes 
44 


Add  money  center  banks 
to  the  list  of 
endangered  species 

68 


ON  THE  COUER 


Sandy  Weill  Tries  Again  84 

By  Tatiana  Pouschine  and  Carolyn  T.  Geer 

Can  he  repeat  his  Shearson  success  at 

Primerica?  It's  going  to  be  tough. 

Flawed  Banking  Policies  68 

By  Martin  Mayer 

Why  most  money  center  banks  are 
dinosaurs,  and — like  those  ungainly 
creatures — are  doomed. 

Computers/Communications: 
Sun  Microsystems' Success  110 

By  Julie  Pitta 

The  maker  of  workstations  for  techies 

is  now  selling  them  to  airlines  and 

banks. 

The  Funds: 

Templeton  Totters  138 

By  Michael  Fritz 

Has  John  Templeton,  that  demigod 
among  fund  managers,  lost  his  touch? 
Results  aren't  what  they  used  to  be. 


COMPANIES/INDUSTRIES 


38 


T2  Medical,  Inc. 

By  Gretchen  Morgenson 

A  smart  business  proposition.  It's  also 
a  textbook  example  of  why  medical 
costs  are  still  going  through  the  roof. 

Wells  Fargo  &  Co.  41 

By  John  H.Taylor 

It's  a  leveraged  bet  on  California  real 

estate. 


AnnTaylor,  Inc.  42 

By  Laura  Jereski 

Who  says  there  aren't  any  more  get- 
rich-quick  leveraged  buyouts? 

Temple-Inland  Inc.  44 

By  William  P.  Barrett 

How  a  former  bank  loan  officer  has 
successfully  mixed  forest  products 
with  financial  services. 

Pharmaceuticals  48 

By  Howard  Rudnitsky 

The  merger  wave  hasn't  ended.  The 

implications  aren't  necessarily  bullish. 

Honda  Motor  Co.  56 

By  Andrew  Tanzer 

Resting  on  your  laurels  can  be 

dangerous. 

Medco  Containment 

Services  Inc.  60 

By  Howard  Rudnitsky 

As  prescription  drug  prices  escalate 
and  the  population  ages,  Marty  Wy- 
god  finds  more  eager  customers  for 
his  mail  order  drug  company. 


INTERNATIONAL 


As  I  See  It: 

Oleg  Voronin  40 

By  Paul  Klebnikov 

A  Siberian  trade  unionist  thinks  Gor- 
bachev may  not  last  through  the  year. 

European  Industrial  Subsidies     43 

By  Peter  Fuhrman 

The  latest  roadblock  to  common  mar- 
ket unity  is  being  ignored  by  those 
who  piously  preach  respect  for  free 
markets. 


MONEY  &  INVESTING 


The  Forbes  Index 


36 


The  Money  Men: 

Gilbert  de  Botton  72 

By  Dyan  Machan 

A  highly  cosmopolitan  money  man- 
ager says  buy  France  and  Spain — and 
sell  Germany. 

Politically  Correct  Investing         90 

By  Fleming  Meeks 

Social  activist  Alice  Tepper  Marlin's 

latest  flower-child  stock  analysis. 


Robinson  Helicopter  Co. 

By  Jerry  Flint 

Meet  the  bird  man  of  Torrance. 
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Up  &  Comers: 

C.  Brewer  &  Co.  81 

By  Fleming  Meeks 

Macadamia  nuts,  fruit,  and  a  success- 
ful leveraged  buyout. 


Streetwalker  148 

Consolidated  Stores;  Trinova  and 
Parker  Hannifin;  Vanguard  Cellular 
Systems;  Holly  Corp.;  Florida  Hast 
Coast  Industries. 
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A  Li'l  Abner-style 
Playboy  Club 
with  Daisy  Mae 
bunnies 

106 


—  Falling 
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strategy 

110 
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LAW  AND  ISSUES 


On  The  Docket: 

Antitrust  Hardball  94 

By  James  Lyons 

The  feds  are  using  Dirty  Harry  tech- 
niques to  nail  their  suspects. 

Taxing  Matters: 

Capital  Gains  Update  97 

By  William  Tucker 

Some  Democratic  senators  have  got- 
ten religion  on  capital  gains.  That's 
good  news  and  bad  news. 

Numbers  Game: 

New  Bankruptcy  Guidelines        105 

By  Laura  Jereski 

Accounting  rules  that  corporate  offi- 
cials and  investors  can  love. 


MARKETING 


"How  Do  You  Like 
Our  Hooters?" 

By  Seth  Lubove 

A  silly,  smarmy,  sophomoric  .  . 

very  successful  restaurant  chain. 


SCIENCE  &  TECHNOLOGY 


116 


Hartford  Steam  Boiler 

By  Carolyn  T.  Geer 

Here's  an  insurance  company  that 
spends  millions  researching  new  ways 
to  avoid  industrial  accidents.  Also: 
Commentary  by  Peter  Huber. 


PERSONAL  AFFAIRS 


122 


COMPUTERS/COMMUNICATIONS 


106 


and 


108 


Taiwan's  New  Brand  Names 

By  Andrew  Tanzer 

Moving  beyond  clones,  the  island  is 
off  to  a  strong  start  in  establishing  its 
own  brands.  Also:  Commentary  by 
Richard  A.  Shaffer. 


Fun  With  Genealogy 

By  Richard  Phalon 

Finding  colorful  scoundrels  and  fore- 
bears born  out  of  wedlock. 

Books  On  Disc  124 

By  David  Churbuck 

Why  it's  probably  not  time  yet  to  buy 

those  CD  players  for  your  personal 

computer. 

The  Collectors: 

Absolut  Wealth  128 

By  Christie  Brown 

In  building  a  great  vodka  business, 

Michel  Roux  is  building  the  bank 

accounts  of  dozens  of  contemporary 

artists. 

Careers: 

After  Military  Discharge  130 

By  Janet  Novack 

Measuring  the  job  prospects  of  the 
thousands  of  military  personnel  who 
will  soon  flood  the  job  market. 
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Survival  of  the  unfittest 

Much  of  the  blame  for  the  huge  cost  to  taxpayers  of  the  s&l  disaster 
rests  with  Congress  and  with  successive  administrations  for  trying  to 
prop  up  institutions  that  have  in  good  part  outlived  their  usefulness. 
Are  our  politicians  about  to  repeat  the  mistake  on  a  far  larger  scale 
with  the  commercial  banks?  Writing  in  this  issue,  Martin  Mayer 
warns  against  current  efforts^to  keep  all  the  big  banks  going.  Taking  a 
kind  of  Darwinian  view  of  the  situation,  Mayer  says  the  best  course  is 
to  let  the  big  banks  shrink  or  merge  rather  than  keeping  them  all 
alive.  He  dispels  the  myth  that  deposit  insurance  has  been  a  bargain 
for  the  American  people. 

Martin  Mayer  knows  whereof  he  writes.  Although  he  has  authored 
more  than  a  dozen  books  on  various  subjects  and  writes  regularly  on 
opera  for  an  English  publication,  he  comes  back  again  and  again  to 
banking.  "I've  been  20  years  on  it,"  he  says,  "and  I've  never  been 
away  from  banking  for  more  than  a  few  months  in  all  that  time. 
Believe  me,  I  know  the  cast  of  characters."  Maver's  first  book  on  the 
subject,  The  Bankers,  appeared  in  1975  and  proved  that  writing 
about  banking  need  not  be  dull.  His  account  of  the  S&L  crisis,  The 
Greatest  Ever  Bank  Robbery,  came  out  in  October  and  continues  to 
sell  well.  He's  currently  doing  a  book  on  Wall  Street. 

Does  Mayer  think  Congress  will  learn  from  the  s&l  mess?  He's  not 
optimistic.  "It's  politically  easier  just  to  patch  things  up,"  he  says, 
"rather  than  rethinking  the  whole  situation  and  asking  whether  we 
still  need  all  that  banking  capacity."  But  at  least  Congress  is  listening. 
This  month  Mayer  is  scheduled  to  testify  before  the  Senate  Banking 
Committee.  His  "Too  big  not  to  fail"  starts  on  page  68. 

Hooked  on  subsidies 

The  economic:  unification  of  Europe  is  one  of  the  great  economic 
events  of  this  waning  century,  but  the  media  by  and  large  have 
reported  on  it  quite  uncritically — as  if  on  Jan.  1,  1992  the  continent 
will  be  miraculously  reborn  as  a  second  U.S.A.  In  two  cover  stories  in 
recent  vears,  Forbes  has  taken  a  more  skeptical  view  ("An  impossible 
dream?"  July  25, 1988  and  "The  dark  side  of  1992,"  Jan.  22, 1990), 
reminding  readers  that  the  animosities,  the  cultural  and  linguistic 
differences,  the  vested  interests  built  up  over  a  millennium  will  not 
evaporate  on  schedule.  In  this  issue  Peter  Fuhrman  takes  another 
piece  of  this  continuing  saga,  pointing  out  that  various  European 
governments  maintain  a  high  level  of  subsidies  to  local  industries  and 
are  reluctant  to  give  these  up  in  the  interest  of  creating  a  freer  market. 
"Aidez-moi"  starts  on  page  43. 


Rx  for  a  quick  buck 

In  "The  doctors  and  the  dealmakers"  Gretchen  Morgenson  ana 
lyzes  a  get-rich-quick  scheme  for  doctors.  The  scheme,  she  writes, 
may  add  significantly  to  medical  costs  in  the  U.S. — and  poses  risks  to 
its  public  shareholders.  She  points  out  that  what's  good  lor  T2 
Medical,  Inc.'s  Thomas  Haire  and  the  doctors  who  deal  with  him  is 
not  necessarily  good  for  the  country.  Page  38. 
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Zurich- American.  We  cover  the  globe  in  order  to 
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Pass  the  popcorn 

The  LIGHTS  are  coming  up  at  Cine- 
plex  Odeon  Corp.,  the  movie  theater 
chain.  Forbes  questioned  founder 
Garth  Drabinsky's  peculiar  account- 
ing and  his  feverish  use  of  debt  to 
acquire  screens  in  an  already  glutted 
industry  (May  29,  1989).  Cineplex 
lost  $215  million  in  1989  and  1990, 
and  the  stock  sank  to  13A. 

But  Cineplex  is  turning  around  un- 
der Allen  Karp,  who  took  over  from 
Drabinsky  in  December  1989.  Karp 
has  sold  ancillary  businesses  as  well  as 
250  backwater  screens.  Instead,  he  is 
focusing  on  showcase  screens  in  ma- 
jor metropolitan  areas,  where  the 
weekend  gross  can  be  quintuple  the 
national  average  for  each  film.  With 
other  theater  operators  also  cutting 
screens,  and  Hollywood's  movie  out- 
put on  the  rise,  more  movies  are 
chasing  fewer  screens. 

Cineplex's  banks  recently  agreed  to 
let  the  company  defer  principal  pay- 
ments on  some  $300  million  in  loans. 


Showtime  at  a  Cineplex  Odeon 

More  movies  chasing  fewer  theaters. 


And  in  February  major  shareholders 
MCA  and  Canada's  Bronfman  family 
lent  Cineplex  $100  million.  By  May 
1992  Cineplex  should  convert  the 
new  debt  into  equity,  dropping  total 
debt  to  $422  million,  or  61%  of  capi- 
talization, versus  the  current  75%. 

Seidler  Amdec's  Jeffrey  Logsdon, 
one  of  the  first  analysts  to  put  a  sell  on 
the  stock — at  15 — thinks  it's  a  steal  at 
a  recent  3%. 

Backs  to  the  future 

Is  THE  William  Morris  Agency  finally 
ready  to  admit  that  Marilyn  Monroe  is 
dead?  Once  Hollywood's  premier  tal- 
ent farm — nurturing  Monroe,  Char 
lie  Chaplin  and  F.lvis  Presley — Morris 
fell  idle,  resting  on  its  laurels  (June  12, 


1989).  Meanwhile,  Hollywood's  hot- 
test agents  and  stars  signed  with  more 
nimble  rivals,  like  Michael  Ovitz's 
Creative  Artists  Agency. 

Over  the  last  two  months,  six  more 
Morris  agents  have  jumped  ship,  tak- 
ing along  some  30  clients,  including 
actors  Julia  Roberts  (Pretty  Woman), 
James  Spader  (sex,  lies  and  videotape), 
Andie  MacDowell  and  Gerard  Depar- 
dieu  (Green  Card),  as  well  as  directors 
Peter  Weir  (Dead  Poets  Society)  and 
Alan  Pakula  (Presumed  Innocent). 
Actor  Tom  Hanks  may  yet  defect. 

But  Morris  may  be  waking  up.  Old- 
timer  Norman  Brokaw,  63,  has  been 
booted  up  to  the  ceremonial  post  of 
chairman.  The  new  president  is  Jerry 
Katzman,  53,  the  respected  head  of 
Morris'  television  division.  Two  rising 
stars — Mike  Simpson,  39,  and  John 
Burnham,  38 — have  been  asked  to 
revive  the  moribund  movie  depart- 
ment. Bucking  tradition,  they  are  said 
to  have  won  lucrative,  multiyear  con- 
tracts. Their  mission?  "Morris  had  a 
terrific  arsenal,"  says  one  alumnus, 
"but  they  have  to  relearn  how  to  use 
those  weapons,  instead  of  just  polish- 
ing them."  -Lisa  Gubernick 

Locked  up? 

Lockheed  Corp.  is  the  favorite  to 
win  the  multibillion-dollar  contract 
to  build  the  U.S.  Air  Force's  next- 
generation  combat  plane — the  Ad- 
vanced Tactical  Fighter,  or  a  if,  says  a 
military  source  ( May  1,  1989).  The  Air 
Force  won't  announce  the  winner  for 
several  weeks,  but  Ixurkheed — with 
partners  Boeing  and  General  Dynam- 
ics— appears  to  have  edged  out  Nor 
throp  and  McDonnell  Douglas. 

Why  Lockheed?  Its  prototype  out 
performed      Northrop's     in      flight 
tests — even    though    the    Northrop 
plane  was  faster.   The  Air  Force,  still 
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"FIVE  YEARS  AGO, WE  DINED  ON  WEDDING  CAKE? 
THIS  ANNIVERSARY,  LET'S  FEAST  ON  CARATS."  « 


I 


THE  DIAMOND  ANNIVERSARY  BAND 


Tills  year,  tell  her  you  d  marry  her  all  over  again. 

R  diamond  is  forever.  I 


Suggested  retail  price  for  rings  $1,895 -$2,195. 


After  4  years  it's  worth 


But  doirt  worry, 

Recent  reports  show  a  1986  Porsche  911  to  be  worth  over  92%  of  its  original  retail  value.  More 
astoundingly,  a  1956  Porsche  Speedster,  originally  under  $3,000,  has  listed  for  $125,000.  Of  course, 
no  one  can  promise  what  will  happen  to  the  value  of  any  acquisition.  But  if  you,  like  most,  use  pasi 
performance  as  a  barometer,  a  911  seems  a  very  shrewd  purchase  indeed. 

There  is,  simply,  a  small  cadre  of  automobiles  that  qualify  not  just  as  joyous  transportation,  but 
collectable  investments  as  well.  Usually  because  of  the  very  technology  and  craftsmanship  that  make 
them  uniquely  exciting.  When  Professor  Porsche  established  his  sports  car  philosophy  with  his  first 
roadster  in  1947,  those  were  his  parameters.  Forward-thinking  materials  and 
engineering.  Handcrafting  in  limited  numbers.  A  design  and  person- 
ality wrought  purely  from  function,  not  styling  whims  of  the  day. 
A  design  which  would  thus  prove  timeless. 

In  today's  911  Carreras,  these  same  purebred  principles 
live  on.  Still  connected  visibly  to  their  past.  Still  reaching 
aggressively  for  the  future. 

The  famous  911  silhouette  continues.  A  shape  directly 
evolved  from  Professor  Porsche's  original  Type  356.  A 
shape  which  has  taken  one  more  func- 
tional step  forward,  with  aerodynamic 
integrated  bumpers  and  side  skirts. 
Retaining  the  concept  of  an 
air-cooled  six  in  the  rear, 
the  powerplant  now 
pours  247  hp  to  the 
drive  wheels  using 
race-inspired 
improvements  and 
a  sophisticated 
engine  manage- 
ment system. 


Thel99l 


[2%of  its  original  value. 
:'ll  probably  go  up. 

is  this  sense  of  history,  linked  to  constant  advances,  that  creates  much  of  the  car's  mystique  and  value. 
As  is  true  with  any  pioneering  marque  Porsche  strives,  through  the  911,  to  prove  what  is  possible, 
defining  the  entire  sports  car  category.  The  all-wheel  drive  911  Carrera  4  makes  the  car's  power  more 
jeable  by  continuously  directing  it  to  the  wheels  with  the  most  grip,  for  a  new  threshold  of  adhesion 
id  handling  on  all  surfaces.  And  the  911  Carrera  2  Tiptronic  offers  an  amazing  automatic.  One 
(lien  continuously  analyzes  vehicle  speed,  engine  speed,  forward  and  lateral  acceleration  and  throttle 
itivity  to  determine  how  aggressively  you  wish  to  drive,  then  adjusts  its  shifting  style.  It  also  lets  you 

switch  over  to  clutchless  manual  shifting  for  full  control. 

A  test- drive  of  the  latest  911  Carreras  at  your 
authorized  Porsche  dealer  will  show  just  how 
we  are  sustaining  a  heritage  of  automotive 
benchmarks. 

What  will  happen  to  the  value  of 
these  cars  in  the  future?  All  we  can 
say  is,  we  continue  to  fuse  the  purest 
principles  of  yesterday  with  the 
most  advanced  knowl- 
edge of  today.  Creating 
cars  unlike  anything 
else  on  the  road. 
Human  appreciation  for 
this  never  seems  to  wane. 
And  history  does,  as 
you  know,  have 
.M.       a  tendency  to 
repeat  itself. 
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ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 


spooked  by  the  embarrassing  cancel- 
ation of  the  A- 12  tactical  fighter,  con- 
siders the  Lockheed  plane  more  prac- 
tical— and  less  likely  to  cause  cost 
overruns  on  the  750-plane  project. 
The  Air  Force  has  more  confidence  in 
the  financial  stability  of  the  Lockheed 
group.  And  the  superb  showing  of 
Lockheed's  F-l  17A  Stealth  fighter  in 
the  Persian  Gulf  certainly  didn't  hurt. 


Rally-killer 


Forbes'  upbeat  story  on  fast- food 
chain  Rally's  (Oct.  1, 1990)  looks  hard 
to  swallow  now.  The  hamburger  joint 
raced  to  open  300  restaurants,  mostly 
in  the  Southeast.  Each  has  two  drive- 
through  windows — no  indoor  seat- 
ing— and  quarter-pound  hamburgers 
for  99  cents. 

But  the  stock,  around  10,  is  far 
below  its  peak  of  25.  Why  the 
indigestion?  The  big  boys  have 
been  lowering  prices.  And,  in 
December,  PepsiCo  bought  Hot  'n 
Now,  a  77-store  drive-through  chain. 
Then  McDonald's  opened  its  own 
double-drive-through       in       Baton 


A  Rally's  drive-through,  Louisville,  Ky. 
Can  Sugarman  outgun  McDonald's? 


Rouge,   La.   At   Rally's,   same  store 

sales  fell  some  6%  in  the  quarter  ended 
Dec.  3 1 ,  and  a  big  franchisee  in  Phoe 
nix  has  folded. 

(  .in  Rally's  rally?  Since  December 
the  company  has  been  run  by  cement 
mogul  Burt  Sugarman,  who  lost  mil 
lions  in  the  movie  business  (  Nov.  28, 

1988).  The  burger  business  may  be  no 

more  rewarding.  Sugarman,  w  hose- 
wife  -  Entertainment  Toniahfs  Mary 
Hart — has  joined  the  board,  has  taken 
a  $50  million  hit  on  his  48%  oi  Rally's 
stock.  John  1  [ARRIS  ■§ 
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The  Jacket       _ 

of  Heroes        ^^  The  A"2  Flyin9  Jacket  is 

the  most  famous  piece  of  battle  gear 

in  history.  During  World  War  II,  the  brave  pilots  of  the  U.S. 

Army  Air  Forces  relied  on  the  A-2  for  protection  and  comfort. 

Whether  in  the  cockpits  of  P-38  Lightnings  over  Europe, 

or  P-40  Warhawks  over  China,  the  A-2  Flying  Jacket  identified 

its  wearer  as  one  of  an  elite,  brave  breed  of  fighting  men. 

From  the  Official  Supplier  of  the  U.S.  Air  Force  A-2. 

The  U.S.  Air  Force  recently  recommissioned  the  A-2  for  its 
pilots,  and  selected  Cooper  Sportswear,  supplier  of  A-2's 
in  World  War  II,  as  the  official  contract  manufacturer  of  its 
leather  A;2's.  Now,  the  "Jacket  of  Heroes"  has  been  re-created 


for  you  by  Cooper  in  comfortable  100%  cotton.  Perfect 
for  spring,  summer  and  fall  wear.  The  Lightweight  A-2  Flying 
Jacket  features  authentic  details  including  genuine  leather 
snap-down  collar,  shoulder  epaulets,  roomy  snap-closed 
pockets,  and  knit  cuffs  and  waist  band. 

Payable  in  Monthly  Installments. 

The  Lightweight  A-2  Flying  Jacket  can  be  yours  for  just  $1 1 9,* 
payable  in  four  monthly  credit  card  installments  of  $31 .63 
Your  satisfaction  is  guaranteed.  If  you  are  not  completely 
delighted  with  your  jacket,  simply  return  it  in  original  condition 
within  30  days  for  exchange  or  refund.  Available  in  authentic 
Olive  Drab.  Sizes  S,  M,  L  and  XL.  Phone  orders  shipped 
within  1  -3  weeks.  Own  a  piece  of  history.  Order  today. 

'Plus  $7.50  shipping/handling. 

©1991  MBI 


Willabee  &  Ward 
47  Richards  Avenue 
Norwalk,  Conn.  06857 

CALL  TOLL-FREE:  1-800-367-4534  Ext.  635-104 

Please  send  me Lightweight  A-2  Flying  Jacket(s). 

Size  (circle): 

Small  Medium  Large  Extra  Large 

(36-38)  (40-42)  (44-46)  (48-50) 

For  each  jacket,  charge4  installments  of  $31 .63**to  my  credit  card 
□  MasterCard     □  VISA     □  Discover     D  Amer.  Express 


Satisfaction 
Guaranteed 


Name, 


(Please  print  clearly) 


Address. 


City/State/Zip. 
Signature 


Credit  Card  Number 


(All  orders  subject  to  acceptance.) 

□  I  prefer  not  to  use  a  credit  card  and  will  pay  by  check.  Enclosed  is  my  check 
for  $1 19  plus  $7.50  shipping/handling,  a  total  of  $126.50**  for  each  jacket. 

Expiration  Date     "  *Any  applicable  sales  tax  will  be  billed 
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How  much  is 
Mike  worth  now? 

Michael  Milken,  one  of  the  wealth] 
est  ( onvii  ts  sine  c  Al  ( lapone,  has  h;ui 
souk  steep  legal  bills  recently.  Bui  he 
(.(Mild  still  he  worth  S2  billion  or  so, 
according  to  ( lapitol  I  [ill  gossip 
( ongressional  staffers  who  have 
i  probing  Milken's  affairs  for  years 

reason  as  follows.  ExtrapO 
lating  from  known  payouts 
on  tin    largest  of  the  part 
nerships  that  partu  ipated  in 
Drexel  deals,  total  payouts 
from  all  500  plus  partner 
ships  could  have  totaled  $5 
billion.  Figure  Milken  got 
half         the         partnership 
payouts,    then    deduct    for 

taxes  and  leverage,  a  $600 

million  fine  and  other  costs. 
Add  back  a  salary  that  got  as 
high  as  $500  million  in  a 
good  year,  and  you  come 
up  with  some  high  num 
bers  much  higher  than 
the  $700  million  quoted  in 
the  Forbes  hour  I  lundred 
last  fall. 

A  Milken  source  says  all 
these  numbers  are  way  too  high  and 
not  based  in  fact. 

The  congression.il  figures  are  not 
implausible,  hut  remember  that  gov 
eminent  sources  could  have  an  un 
conscious  bias.  The  Resolution  Trust 
Corp.  is  suing  Milken  for  every  penny 
he  has.  Could  this  be  a  scheme  to 
balance  the  budget? 

Jobs  ties  the  knot 

It's  official.  After  months  of  denials, 

Apple  ( Computer  cofounder  Steven  P. 

Jobs,  36,  married  Stanford  business 
school   student    baurene   Powell,  27 

(Forbes,  Oct,  29,  1990).  The  private 

ceremony  took  place  Mar.  IN  at  Yo 
semitc  National  Park  in  northern  Cal- 
ifornia   with    fewer    than    40    close 
friends  and  family  meinhers  in  after) 
dance.  Jobs  had  reportedly  opposed 
the    idea    of    exchanging    wedding 
bands,  but  just  days  In-fore  the  cere- 
mony lie  was  spotted  at  Tiffany's  in 
San  Francisco  shopping  for  a  ring  in 
the-      half  million  dollar      neighbor 
hood.  The  marriage,  a  first  for  both, 
takes   one    of    Silicon    Valley's    most 
eligible  b.u  helors  out  ol  cue  illation. 

book  out,  Kill  Gates.     -Jin  it.  Pitta 


A  Soviet  MiG-29 
Uncle  Sam  may  be 
going  for  a  test  drive. 


Top  gun,  Soviet  style 

The  U.S.  government  wants  to  lease  a 
handful  of  the  Soviet  Union's  hottest 
planes  for  testing  and  training.  The 
deal,  brokered  by  Condor  Enterprise 
of  suburban  Chicago,  is  only  in  pre- 
liminary stages,  says  Vice   President 
Ernie  Kobrow.  The  U.S.  is  particu- 
larly interested  in  the  Soviet  MiC  29 
fulcrum    and    Su  27    blanker,    and 
some  attack  helicopters.   The  big  de- 
fense  contractors   are   not   likely   to 
squawk    over    so    few    planes.    The 
interesting      question       is 
whether  the  U.S.  will  get 
the    fully    loaded    Russian 
models     or     the     inferior 
stripped  down       versions 
that    did    Saddam   so   pre- 
cious little  good. 

Here's  Campeau 

Robert  ( lampeau,  bankruptcr  of  Ted 
crated/Allied  a  year  ago,  has  reap 
peared,  in  Austria.  I  le's  hiding  in  the 
Alps,  at  his  spanking  new  S  1  0  million 
chateau,  according  to  the  Toronto 
Globe  and  Mail. 

Lawyers  for  the  Bank  of  Montreal, 
hoping  to  collect  on  a  $25  million 
personal  loan,  have  been  trying  to 
serve  Campeau  with  a  notice  so  they 


isive  Robert  Campeau 
Cooling  off  in  the  Austrian  Alps. 


can  put  him  into  personal  bankruptcy. 
So  far,  Campeau  has  dodged  them. 
And  lawyers  tor  Allied  bondholders 
were  scheduled  to  depose  him  in  late- 
January  but  postponed  when  Cam- 
peau said  he  was  taken  ill.  Austrian 
neighbors  say  they  saw  ( Campeau  jog 
ging  mmS  skiing  around  Christmas- 
time. Campeau's  lawyer  Paul  Lamek 
says  his  client  got  sick  right  after  the 
turn  of  the  year  and  he  doesn't  know 
when  he's  expected  back. 

Hot  Water  Street 

Goldman,  Sachs  is  playing  rough  in 
the  face  of  continued  sniping  that  its 
$800  million  Water  Street  ( Corporate 
Recover)'  Fund  has  benefited  from 
inside  information  obtained  through 
Goldman's  corporate  finance  work. 

W.R.  Huff  Asset  Management,  a 
New  Jersey  based  firm  with  a  big  junk 
bond  portfolio,  petitioned  60  other 
bondholders  in  mid  March.  Hull 
asked  them  to  sign  a  letter  addressed 
to  Ken  Brody,  Goldman's  co  head  of 
merchant  banking.  The  letter  alleges 
that  Water  Si  reel  had  maneuvered  tor 
preferential  treatment  in  the  recent 
Ingersoll  newspapers  deal  a  charge 
Goldman  denies 

Then  all  hell  broke  loose.  One 
weak  kneed  holder  faxed  the  letter 
a\\A  address  list  to  Coldman.  Within 
hours,  bondholders  got  tails  from 
Coldman,  pressing  them  not  to  sign. 
About  30  called  Huff  to  offer  moral 
support,  but  only  a  hall  do/en  had 
the  guts  to  sign.  I  \so\  Zwi  IG 

Avon  galling 

I  [olden  of  preferred  shares  in  Avon 
Products  are  screaming  foul.  Avon,  a 
tempting  target  fol  raiders  in  1°<X,X, 
tilled  its  jar  of  poison  pills  bv  issm 

IN  million  convertible  preferred 
shares  w  ith  a  c  ash  redemption  feature 
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that  could  be  unpalatable  in  a  take- 
over. Holders  had  no  control  over  the 
conversion  but  got  a  higher  yield. 
Now  that  it  doesn't  need  them,  Avon 
is  showing  preferred  holders  the  door. 
Avon  declared  a  special  $3  dividend 
on  the  common  in  February,  payable 
in  September.  That  caused  the  com- 
mon to  shoot  up  10  points  to  a  recent 
41  xh.  Great,  but  not  for  holders  of  the 
preferred,  which  will  be  redeemed  by 
September   for  as   little   as   $31.50 
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worth  of  common.  The  holders  feel 
that  they've  been  somehow  shorted 
ten  bucks. 

Avon  says  that  preferred  holders  are 
adults  and  the  terms  of  issue  were 
clear.  Still,  says  one  irate  holder,  "it's 
so  sleazy,  so  tricky,  so  Eighties."  Wel- 
come to  the  Nineties.  -J.Z.  and  K.S. 

Free  speech  for  whom? 

The  California  Democratic  conven- 
tion in  Oakland  last  month  turned 
ugly  when  a  mob  of  delegates  trashed 
the  booth  of  U.S.  English,  a  group 
that  advocates  designating  English  as 
the  nation's  official  language.  The 
group  paid  $2,000  to  set  up  its  booth. 
But,  U.S.  English  alleges  in  a  lawsuit, 
Carmen  Perez,  a  vice  chairman  of  the 
Democratic  National  Committee, 
told  delegates  the  booth  was  "racist" 
and  that  "it  has  to  go."  Delegates 
surrounded  the  booth,  staffed  at  the 
time  by  a  61  -year-old  woman,  and 
tore  up  pamphlets,  stomped  on  lapel 
buttons  and  pulled  down  signs. 

State  Democratic  officials'  solution 
was  to  boot  U.S.  English.  So  the 
group  filed  suit  in  a  California  court 
against  both  the  state  and  national 
Democratic'parties.  George  Waters,  a 
lawyer  for  the  state  Democrats,  says 
the  part}'  can't  be  responsible  for  the 
actions  of  individuals  and  suggests 
U.S.  English  is  publicizing  the  issue 
for  fundraising  purposes.  H 
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Central  and  South  West  Corporation 

W,  WgW  is  pleased  to  announce  the 

LlliGj  Anniversary  year  of 
consecutive  dividend  increases. 

Our  annual  dividend  increased  from  $2.76  in  1990  to  an  indicated  rate 

of  $2.92  for  1991.  NYSE  Symbol:  CSR 

Utility  operating  subsidiaries  include: 

Central  Power  and  Light  Company 

Public  Service  Company  of  Oklahoma 

Southwestern  Electric  Power  Company 

West  Texas  Utilities  Company 

Transok,  Inc. 

For  a  copy  of  our  1990  Annual  Report,  please  call 

1-800-235-4651 


or  write: 

Investor  Relations  Department  (IR9) 

Central  and  South  West  Corporation 

P.O.  Box  660164 

Dallas,  Texas  75266-0164 


Central  and  South  West  Corporation 


1-800-356-3704 


Call 
FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription. 

(  Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or... 

mail  this  coupon 
with  current  address  label 


Name 


please  print 


New  Address, 


City. 


State 


.Zip. 


F3820 
NEW  SUBSCRIPTION 

1  Year  (27  issues)  -  $52 

3  Years  (81  issues)  -  $104 

In  Canada.  $79  Can.  a  year.  Subscriptions 
overseas,  add  $57  to  U.S.  annual  rate. 
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The 

Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  Mutual  Fund 
seeking  long-term  growth  of  capital.  It 
employs  an  asset  value  approach-a 
fundamental  investment  philosophy- 
investing  in  companies  selling  below  their 
private  market  value. 


For  more  complete  information  about  The 
Gabelli  Asset  Fund  including  fees  and 
expenses,  call  or  write  for  a  prospectus.  Read 
it  carefully  before  you  invest  or  send  money. 


1-800 -GABELLI 
1-800-422-3554 

or  write  today  to: 

Gabelli  &  Company.  Inc.      The  Gabelli  Asset  Fund 

P.O.  Box  1634  •  Grand  Central  Station  •  New  York.  NY  10163 

This  advertisement  does  not  constitute  an  offer 
in  any  jurisdiction  in  which  such  an  offer  may 
not  lawfully  be  made. 


(,(, 


The  CIT  Group 

is  ready  to  provide 
$4  billion  of  Flexible 


Funding  to  American 


business  this  year, 
taking  the  crunch 


out  of  credit." 


Albert  R.  GamperJr. 
President,  CEO,  The  CIT  Groi  v 


©1991  The  CIT  Group,  Inc. 


The  CIT  Group,  with  over  $11  billion  in  loans  and  leases,  specializes  in 
specific  industries  and  financial  products  designed  to  suit  individual  customer 
needs.  Here  are  brief  descriptions  of  our  capabilities  and  a  list  of  key  contacts: 


BUSINESS  CREDIT, 

Emmanuel  Darmanin,  President,  (212)  270-2723 

Provides  revolving  and  term  loans  which  are  secured  by  accounts 
receivable,  inventories  and  fixed  assets,  and  are  primarily  used  in  acqui- 
sitions, refinancings,  debtor-in-possession  and  turnaround  financing. 

CREDIT  FINANCE,  Drew  Neidorf,  President,  (212)  333-7445 

Provides  collateralized  financing  to  small  and  medium-sized 
businesses  and  special  situations  to  be  used  as  working  capital,  in 
reorganizations,  refinancing,  restructuring,  acquisitions,  leveraged 
buyouts,  and  Chapter  11  conditions. 

CAPITAL  FINANCING, 

Nikita  Zdanow,  President,  (212)  270-6840 

Specializes  in  customized  secured  financing  and  leasing  packages. 
including  the  debt  and  equity  portions  of  leveraged  leases,  for  aircraft 
and  other  major  capital  equipment. 

CAPITAL  INVESTMENTS.  Joel  F.  Raven.  Senior  Vice  President 
and  Managing  Director.  (212)  270-1793 

Works  closely  with  CIT  units  and  through  direct  contacts,  offering 
advisory  and  intermediary  services  to  lessees,  borrowers,  lessors  and 
lenders  in  connection  with  their  various  corporate  financing  require- 
ments. Capital  Investments  is  an  NASD  member. 

EQUIPMENT  &  PROJECT  FINANCING. 

George  J.  Fin^uerra.  President,  (212)  270-3662 

Provides  tailored  equipment  financing  arrangements,  including 

secured  loans,  single  investor  and  debt  and  equity  portion  of 
leveraged  leases,  and  sale  and  leaseback.  Specialized  units  support 
railroad  equipment  finance  and  project  finance. 

EQUITY  INVESTMENTS. 

Paul  J.  Laud.  Senior  Vice  President.  (201)  740-5181 
Purchases  private  issues  of  common  stock,  preferred  stock  and  subor- 
dinated debt  in  providing  capital  to  small  and  mid-sized  companies. 


INDUSTRIAL  FINANCING, 

Robert  J.  Merritt,  President,  (201)  740-5473 

Offers  middle  market  equipment  financing,  including  secured  loans, 
lines  of  credit,  leases,  sale  and  leaseback,  vendor  financing  for  manu- 
facturers, wholesale  and  retail  financing  for  dealers/distributors,  and 
portfolio  acquisition.  It  has  units  which  focus  on  business  aircraft. 
intermediary  and  manufacturers  programs. 

SALES  FINANCING, 

James  J.  Egan.  Jr.,  President.  (201)  740-5224 

Markets  a  wide  variety  of  secured  financing  products  covering 
recreational  vehicles  and  manufactured  housing.  Working  through 
dealers  and  vendors,  provides  retail  installment  credit  and  wholesale 
inventory  financing. 

FACTORING,  Francis  X.  Basile,  Chairman,  (212)  382-6805 

Offers  a  full  range  of  factoring  services  to  clients  in  the  apparel,  textile, 
furniture  and  related  industries.  Services  provided  for  the  purchase 
of  accounts  receivable,  including  credit  guarantee,  bookkeeping  and 
collection.  Financing  is  also  provided  in  the  form  of  secured  and 
unsecured  seasonal  advances,  term  loans  and  letter  of  credit  support. 

MULTI-NATIONAL  MARKETING  GROUP, 

Seiji  Itoh,  Executive  Vice  President,  (212)  270-3950 

Develops  new  relationships  with  U.S.-based  subsidiaries  of  foreign 
corporations  in  need  of  asset-based  financing. 


A  company  of 

Dai-lchi  Kangyo  Bank  and 

Manufacturers  Hanover 


READERS  SA 


President  Gore? 

Sir:  It  is  premature  to  conclude  that 
Senator  Albert  Gore  has  "...  the  in- 
tegrity and  judgment  necessary  for 
the  presidency"  (Fact  and  Comment, 
Mar.  4).  I  agree  he  showed  courage 
for  supporting  President  Bush  in  our 
efforts  against  Iraq,  but  he  is  one  of 
the  leading  proponents  of  increased 
taxation  and/or  regulation  of  energy 
production  and  use  in  the  U.S. 
-Fredrick  D.  Palmer 
General  Manager 
Western  Fuels  Association  Inc. 
Washington,  D.C. 

Sir:  Patriotic  Gore?  Try  opportunistic 
Gore!  He  is  a  smart  politician  jumping 
on  the  bandwagon  for  President. 
-Allen  T.  Hyde 
Newland,  N.C. 

Reach  out 

Sir:  Re  your  story  on  at&t's  expan- 
sion into  Europe  ("An  unlikely  trust- 
buster,"  Feb.  18).  I  cannot  agree  with 
the  article's  characterization  of  Eu- 
rope's state-owned  telecommunica- 
tions companies  as  greedy  and  uncar- 
ing about  customers'  needs. 

at&t  has  had  years  to  make  the 
transition  from  a  monopoly  environ- 
ment to  a  highly  competitive  one,  and 
we  understand  the  difficulties  facing 
those  who  are  just  beginning  the  tran- 
sition. Indeed,  we  hope  that  some- 
thing in  our  experience  may  help  Eu- 
rope's fits  move  more  easily  into  the 
new  environment.  Even  as  the  com- 
petitive marketplace  unfolds,  these 
companies  will  remain  our  long-term 
partners  and  customers. 
-Robert  E.  Allen 
Chairman  of  the  Board 

AT&T 

New  York,  N.T. 

Rock  solid 

Sir:  In  "The  mouse  that  wants  to 
roar"  (Mar.  4),  you  correctly  identify 
Chief  Minister  of  Gibraltar  foe  Bos- 
sano  as  a  former  cook,  dockworker 
and  labor  organizer.  Remarkably,  be- 
tween these  occupations,  he  graduat- 
ed from  the  London  School  of  Eco- 
nomics and  taught  sociolinguistics  at 
the  University  of  Birmingham. 

You  mention  that  Gibraltar's  secre- 
cy laws  are  strict,  but  equally  strict  are 


the  laws  passed  recently  to  prevent 

any  funny  money  from  making  its  way 

into    a    country   that    determinedly 

guards  its  reputation. 

-Perry  Stieglitz 

Director 

Gibraltar  Information  Bureau 

Washington,  D.C. 

In  defense  of  junk 

Sir:  Your  comparison  of  junk  bonds 
to  toxic  waste  seems  more  appropriate 
for  the  pages  of  Mother  Jones  ("We're 
doing  just  fine,"  Mar.  18).  As  for 
Leon  Black,  how  many  years  should 
he  serve  for  dressing  carelessly  and 
having  a  wife  who  snaps  at  people?  If 
Mr.  Black  is  buying  junk  bonds  today, 
it  seems  to  me,  he  believes  in  the 
product  he  sold,  and  understands  the 
financial  markets. 
-Richard  J.  McNamara 
Areata,  Calif. 

Sir:  Attacking  Leon  Black's  family 
was  out  of  line  and  beneath  Forbes' 
normally  high  standards.  Let's  not 
forget  how  much  lbos  have  helped 
the  small  investor  to  realize  capital 
gains  that  would  not  have  been  forth- 
coming if  inefficient  management  had 
remained  at  the  helm. 
-John  P.  McDermott 
Santa  Cruz,  Calif. 

Crowning  glory 

Sir:  I  was  delighted  to  note  the  men- 
tion of  the  1992  Eord  Crown  Victoria 
in  the  Mar.  18  issue  (Forbes  Inform- 
er). However,  the  picture  that  accom- 
panied your  article  was  actually  a  pho- 
tograph of  the  current  model  Crown 
Victoria — a    1991     model.    Perhaps 
your  readers  would  like  to  see  what 
our  redesigned  1992  Crown  Victoria 
actually  looks  like. 
-P.M.  Novell 
General  Sales  Manager 
Ford  Division 
Detroit,  Mich. 
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Number  please 

Sir:  Coccoloba  Plantation  here  on 
Anguilla  is  delighted  to  have  been 
mentioned  in  Forbes  ("Antidotes  for 
cabin  fever,"  Apr.  i),  but  we  are 
distressed  that  the  toll-free  number  is 
incorrect  and  is  in  fact  the  number  for 
Electrolux  vacuum  cleaners.  The  cor- 
rect number  is:  800-833-3559. 
-Martin  J.  Flaherty 
Anguilla,  British  West  Indies 

Pure  blood 

Sir:  Peter  Huber  says  that  "before 
aids,  there  was  no  screening  of  blood 
at  all"   (Jan.  21).  All  blood  in  this 
country  has  been  screened  for  syphilis 
and  hepatitis  B  for  years.  Syphilis  test- 
ing began  nearly  50  years  ago. 
-Clifford  N.  Tschetter,  M.D. 
Chief  of  Pathology 
St.  Rose  Hospital 
Hayward,  Calif. 

Press  reports 

Sir:  Re  Michael  Novak's  column  on  a 
responsible  press  (Mar.  18).  Cam- 
bridge University  historian  E.H.  Carr 
has  attacked  the  just-the-facts  preten- 
sions of  other  writers:  "It  used  to  be 
said  that  the  facts  speak  for  them- 
selves. This  is,  of  course,  untrue.  The 
facts  speak  only  when  the  historian 
calls  on  them:  It  is  he  who  decides  to 
which  facts  to  give  the  floor,  and  in 
what  order  or  context.  .  .  .  The  histo- 
rian is  necessarily  selective.  .  .  .  Histo- 
ry means  interpretation"  ( What  is 
History?,  1961).  All  journalism  is  sub- 
jective— one  of  the  attractions  of 
Forbes  being  its  writers'  obvious  re- 
fusal to  pretend  otherwise — and  jour- 
nalists who  contend  otherwise  are 
deluding  themselves  or  defrauding 
their  readers,  or  both. 
-Cij\rkT.  Irwin  Jr. 
Winthrop,  Me. 

Sir:  If  the  media  were  on  our  side 
during  World  War  II  maybe  it  was 
because  they  perceived  a  real  menace 
to  Western  civilization.  Even  if  we'd 
lost  the  war  with  Iraq  the  worst  thai 
could  have  happened  would  have  been 
that  we'd  have  been  made  to  look  like 
inept  meddlers.  Our  liberties  were 
never  at  stake  as  Mr.  Novak  suggests 

-Olwen  Matthews 
Cocoa  Beach,   Fin. 
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\fouare 
now  entering 

British 
Aerospace 

Britain's  leading  exporter  of  manufactured  goods. 


British  Aerospace  covers  five  continents  and  six  oceans. 

To  serve  the  world  it  takes  more  than  professional 
engineering  and  marketing  skills.  It  requires  formidable 
resources. 

British  Aerospace  continues  to  reinforce  its  global 
position  in  four  key  sectors,  defence,  commercial 
aircraft,  automotive  and  construction  and  property 
development. 

Each  one  provides  a  perfectly  balanced  portfolio  of 
engineering  disciplines  for  solo,  co-ordinated  or 
consortium  ventures. 

Recent  achievements  include  the  world's  quietest 


airliner,  Britain's  largest  ever  export  deal,  Asia's  longest 
bridge,  the  world's  most  powerful  civil  communications 
satellite  and  manufacturer  of  the  Car  of  the  Year. 

British  Aerospace  provides  a  new  level  of  technical 
brilliance,  fresh  ways  of  thinking  and  an  even  greater 
commitment  to  responsive  customer  service. 

The  pursuit  of  excellence  transcends  all  frontiers. 

The  closer  you  look  at  British  Aerospace,  the  more 
there  is  to  discover.  . 

Ml 


British  Aerospace  Pic,  1 1  Strand,  London  WC2N  sjt 


COMMERCIAL  AIRCRALT     DEFENCE  SYSTEMS     MOTOR  VEHICLES     SPACE  AND  COMMUNICATIONS     PROPERTY  DEVELOPMENT  AND  CONSTRUCTION. 


Two  world  records  for  size. 


The  world's  largest  flower 
and  the  world's  largest 
glass  tube.  Both  measure 
over  3  feet  in  diameter. 


There's  no  other  flower  in  the  world 
that  measures  up  to  the  Rafflesia 
arnoldii  when  it  comes  to  sheer 
size. 

This  parasitic  plant  lives  on 

the  roots  of  a  wild  vine  in  the  jungle 
of  Sumatra.  Its  red-speckled  blos- 
som beats  all  records:  it  measures 
over  3  feet  in  diameter  and  tips  the 
scales  at  over  15  lbs. 
Schott  special  glass  prod- 
ucts also  hold  some  world  records. 
For  example,  the  largest  glass  tube 
ever  made. 

This  particular  giant  has  a 

39-inch  diameter.  And  it's  jst  one 
of   Schott's   2,500   standard    ele- 


ments for  constructing  chemical 
plants.  Made  of  borosilicate  glass, 
it  resists  corrosion  and  can  with- 
stand thermal  shock  -  two  proper- 
ties that  make  it  ideal  for  use  in  the 
chemical  and  pharmaceutical  in- 
dustries. 

The  world's  largest  glass 

tube,  available  from  Schott  Pro- 
cess Systems  Inc.,  is  just  one 
example  of  how  Schott's  innovative 
development  responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology  ad- 
vancing. 
Schott   worldwide:    50,000 


represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 

Would   you    like   to   know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  31,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 


products,  50  production  facilities,       Nobody  knows  more  about  glass. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


STOP  THE 

The  U.S.  cant  seem  to  make  up  its  mind  about  what  to 
do  now  in  Iraq.  But  a  vacuum  gets  filled,  and  in  this  case 
it's  being  murderously  moved  into  by  Saddam  Hussein. 

Our  goal  should  be  clear:  He  has  got  to  go.  We 
should  tell  the  Iraqi  military  that  we'll  shoot  down  not 
only  their  aircraft  but  their  helicopters  as  well  if  they 
try  to  use  them  to  suppress  the  rebels.  Washington 
policymakers  are  fearful  that  rebel  success  would  mean 
the  breakup  of  Iraq  or  the  installation  of  an  Iranian 
puppet  government. 

The  fears  are  groundless.  Millions  of  Iraqi  Arabs 
may  be  of  the  same  Muslim  sect  as  the  Iranians,  but 
that  doesn't  mean  they  would  be  Persian  puppets.  The 
two  peoples  don't  like  each  other.  Did  shared  Chris- 
tianity   make    the    antipathy    between    Germany    and 


DAWDLING 

France  any  less  lethal  for  centuries? 

The  breakup  of  Iraq?  So  what?  What  is  so  vital  about 
the  territorial  integrity  of  an  entity  stitched  together  by 
British  diplomats  who,  decades  ago,  ignored  the  ex- 
pressed preference  of  the  millions  of  people  involved?  The 
northern  part  of  Iraq  is  inhabited  by  Kurds  who  in  the 
1920s  made  clear  that  their  choice  was  to  be  ruled  by 
Turkey  rather  than  by  Baghdad. 

It's  too  late  now  to  send  General  Schwarzkopf  to 
Baghdad  to  establish  a  MacArthuresque  proconsulship. 
But  the  idea  that  there's  no  alternative  to  Hussein  would 
be  about  as  moral  as  saying  half  a  century  ago  that  there 
was  no  alternative  to  Mussolini  and  Hitler.  There's  always 
an  alternative.  But  if  we  don't  see  to  it  that  Hussein  is 
ousted,  one  will  be  hard  put  to  emerge. 


INTEREST  RATES 

They  will  soon  be  dropping  again;  long-term  Treasurys  will  go  below  7/2%. 

Rx  FOR  RAPID  RECOVERY 

Here's  A  measure  that  will  give  the  limping  economy  and     non  occurred.  By  1989  values  had  risen  to  $3  trillion. 

stock  market  an  energetic  wallop  without  delay.  Tens  of  millions  of  Americans  pay  more  in  Social 

Senator  Malcolm  Wallop  (R-Wyo.)  and  Congressman      Security  taxes  than  they  do  in  income  taxes.  Payroll  levies 

Tom  DeLay  (R-Tex.)  have  introduced  a  bill  that  would     hurt  job  creation.  The  Social  Security  system  is  running  up 

reduce  the  Social  Security  payroll  tax,  cut  the  capital  gains     substantial  surpluses.  A  reduced  tax  would  mean  more 

jobs  and,  hence,  more  people  pay- 
ing the  tax,  and  it  would  also  mean 
a  bigger  economy  to  support  cur- 
rent and  future  beneficiaries. 

The  Wallop-DeLay  bill  would 
also  reform  IRAs  so  that  you 
could  make  contributions  with 
after-tax  dollars,  but  the  with- 
drawals would  be  tax-free  at  the 
time  of  retirement.  The  legisla- 
tion includes  indexing  for  the  de- 
preciation of  equipment. 


levy  and  revive  IRAs. 

Lowering  or  eliminating  the 
capital  gains  tax  after  a  suitable 
holding  period  would  quickly  ex- 
pand the  economy  by  substantially 
increasing  the  supply  of  capital. 
Ever\'  time  that  exaction  has  been 
reduced,  market  values  of  securities 
and  real  estate  have  gone  up.  More 
capital  has  flowed  to  new  ventures. 
In  1978  the  top  rate  was  meaning- 
fully reduced,  and  the  market  value 
of  New  York  Stock  Exchange  securities  went  up  from  President  Bush  should  make  Wallop-DeLay  the  cen- 

$823  billion  to  $960  billion  in  1979.  Venture  capital  ter  of  his  economic  recovery  program.  This  legislation 
blossomed  and  our  technology  boom  began.  When  the  would  do  to  his  opponents  domestically  what  Gulfkrieg 
rate  was  cut  again,  in  the  early  1980s,  the  same  phenome-      did  to  them  internationally. 


Senator  Malcolm  Wallop,  Representative  Tom  DeLay 
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SUPREME  SILLINESS 

Thk  nation's  top  tribunal  has  once  again  refused  to  limit  behavior.  Today's  awards  usually  bear  no  relation  to 
punitive  damage  awards.  Maybe  Supreme  Court  Justices  actual  losses  suffered.  The  amounts  are  arbitrary,  based 
should  be  forced  to  take  cold  showers  to  clear  up  some  of     more  often  on  emotion  than  on  fact. 


their  muddled  thinking  on  this 
critical  subject. 

Punitive  damages  are  so  harm- 
ful because  there  are  no  stan- 
dards by  which  they  are  levied. 
Some  of  these  payouts  have  be- 
come the  civil  equivalent  of  exe- 


,  High  Court  Rejects  Broad  Attack 
i  On  Awarding  of  Pun  itive  Damages 


-NEW  YORK  TIMES 


The  punitive  awards  situation 
violates  both  the  Eighth  Amend- 
ment's prohibition  against  exces- 
sive fines  and  the  Fourteenth's 
guarantee  of  due  process. 

The  high  court's  excuses  for 
permitting  these  outrages  are  al- 


cuting  a  defendant  for  shoplifting.  The  recent  case  the  most  comical.  Take  the  Constitution's  ban  against  exces- 

Supreme  Court  refused  to  overturn  (Pacific  Mutual  Life  sive  fines.  This  applies  only  to  criminal  cases,  not  civil,  say 

Insurance  v.  Haslip)  saw  the  plaintiff  awarded  more  than  the  Justices.  By  that  logic,  we  could  reestablish  debtor 

$1   million  for  S3,800  in  actual  losses.  Jury  awards  in  prisons  for  people  who  fall  behind  in  paying  their  bills, 
recent  years  have  mounted  alarmingly.  Fortunately,  in  the  aftermath  of  Pacific  Mutual,  it 

Until  the   1960s  punitive  damage  awards  were  rare;  appears  the  Court  will  take  up  similar  cases, 
they  were  intended  as  punishments  for  quasi-criminal  Let's  hope  next  time  they  adhere  to  the  Constitution. 

LITHUANIA  IN  THE  CARIBBEAN 


A  SENATE  COMMITTEE  has  voted  down  a 
bill  that  would  allow  Puerto  Rico  to 
hold  a  plebiscite  on  its  political  future. 
The  last  such  referendum  was  held  near- 
ly one-quarter  century  ago  when  Puerto 
Ricans  rejected  both  statehood  and  in- 
dependence and  endorsed  continuing 
their  status  as  a  commonwealth. 

Some  Senators  fear  that  our  Caribbe- 
an island  might  opt  for  statehood. 
Though  they  won't  say  so  for  the  rec- 
ord, many  hold  the  same  reservation 
about  Puerto  Rico  that  their  legislative 


San  Juan  Hill:  This  time  Puerto  Ricans 
should  decide  their  own  fate. 


grandfathers  once  had  about  admitting 
Hawaii:  race.  So  in  a  Soviet  Unionesque 
gesture,  they  deny  a  vote  because  they 
might  not  approve  of  the  outcome. 

There  is  no  guarantee  that  a  majority  of 
Puerto  Ricans  would  vote  for  statehood. 
If  they  did,  a  sensible  transition  could  be 
negotiated.  If  questions  of  taxation  and 
of  language  could  not  be  successfully 
resolved,  then  obviously  statehood 
would  not  take  place.  Why  shouldn't 
the  people  of  this  longtime  U.S.  terri- 
torv  be  able  to  voice  their  choicer 


ANOTHER  HIT! 

Wet  Work — by  Christopher  Buckley  (Alfred  A.  Knopf,      himself  the  conscious;  he  {the  young  priest]  got  the  brain- 
$19.95).  For  most  writers  it  would  be  like  mixing  oil  and      dead,  the  vegetal  and  the  Do  Not  Resuscitate.  "Dues!"  said 


water,  but  Christopher  Buckley  successfully  combines 
thrilling  adventure  with  almost  nonstop  humor.  A  young 
woman  fatally  tries  cocaine  and  her  grandfather  systemati- 
cally tracks  down  and  kills  everyone  in  the  drug  chain, 
from  street  dealers  to  Peaivian  drug  lords.  Buckley,  who 
finished  this  book  just  before  becoming  editor 
of  Forbes  FYI,  has  a  keen  sense  of  the  absurd, 
whether  it's  a  drug  lord  extolling  the  virtues  of 
Manet's  "The  Execution  of  Maximilian,"  gov- 
ernment officials  trying  to  cover  their  hides  in 
coping  with  a  mini-crisis  or  Americans  appeas- 
ing angry  Amazon  Indians  with  kinetic  art. 
Buckley  happily  confounds  the  old  saw  that  the 
writer  of  a  successful  first  novel  (in  his  case  the 
hilarious  The  White  House  Mess)  always  disap- 
points with  the  second. 
Excerpt:  El  Nino  looked  at  him,  then  at  "The 


Father  Toomey  one  night,  tossing  back  his  third  vodka 
martini.  "It  was  the  same  when  I  was  just  out  of  the  senium  ry. 
I'hey  think  because  you  're  new  you  11  make  a  mistake  and  send 
them  to  Hell  on  a  technicality. "...  The  priest  recoiled. 
Defense?  What ironicgrace had  brought  him  to  the  deathbed 
of  an  arms  dealer,  he  who'd  been  arrested  for 
demonstrating  outside  the  El  Salvadoran  embassy 
in  Washington.  He  saw  napalm  lighting  up  the 
jungle,  cluster  bombs  free-falling  from  the  bellies 
ofB-52s,  tanks  crushing  human  beings,  he  saw  the 
sky — the  very  heavens — polluted  with  laser  weap- 
ons. Remember,  he  told  himself  through  pursed 
lips,  that  Christ  went  to  the  home  of  Matthew,  tin- 
tax  collector.  But  a  defense  contractor? 
Excerpt:  /Successful  businessman  Charles) 
Becker  had  brought  the  chapel  over  stone  by  stone 
from    Italy — after    the    fashion    of  self-made 


Execution  of  Maximilian."  "That  gets  me  through  the  Americans  desiring  some  instant  background.  Charley  had 

nights.  If  I  were  what  you  think  I  am,  then  we  would  be  been  collecting  Chagall's  work  since  the  late  Forties  and 

sitting  in  a  house  outside  Medellin  decorated  by  Liberace,  went  to  him  to  make  a  stained-glass  window  behind  the 

and  I  would  be  showing  you  a  nude  with  big  tits  by — at  altar,  a  Crucifixion  scene.  Chagall  told  him  that  only  a 

best — Botero."  vulgar,  rich  American  would  ask  a  jew  to  make  him  a 

Excerpt:  The  young  priest  had  done  only  two  deathbeds  up  to  Crucifixion,  to  which  ( Charley  said  he  wanted  someone  with 

now,  and  both  of  them  coma  cases.  Father  Toomey  reserved  to  experience  at  crucifying  su  viours.  WM 
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THERE'S  ONE  SMART  WAY  TO  PAY  FOR  THEM. 


Wherever  business  takes  your  company's  employees 
make  sure  they  take  The  Smartest  Route 
The  Air  Travel  Card  Payment  System. 
A  system  built  for  business  travel  in 
the  90s.  No  annual  fees,  credit  limits,  or 
interest  charges.  Plus  customized  billing, 
management  reports,  automatic  air  travel 
insurance,  and  instant  acceptance  on  over 


200  airlines  worldwide.  Now  you  can 
have  cost  control  from  the  top  down 
H|it»  to  the  bottom  line. 

For  more  information, 
call  1-800-222-4688 
(in  Washington,  DC  call  626-4224). 


THE  SMARTEST  ROUTE 

Call  1-800-222-4688,  Or  See  Your  Travel  Agent  or  Airline  Representative. 
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The  New  unevy  caprice  wagon  -win™ 

Mechanics  1991  Design  and  Engineering  Awara. ■  5.0  Liter  VH 

with  rear  who !  drive.  ■  8-person  capacity  or  92.7  cu.  It.  ol  cargo  rom 
sc, its  lolded  down  ■  1 i  >!  li  wheel  ant i  lock  brake  system,  drivers 
.  ■  3-year/50.000-mile  BumixT  to  Bumper  Plus  Warranty.* 


MORE  PEOPLE  ARE 
WINNING  WITH 
THE 


^         OF  AMERICA 
TODAY'S  CHEVROLET 


it  shape  it  can  pull  its  own  weight  plus  up  to  2]    tons 
it,  trailer  or  whatever  to  boott  And  look  as  smooth  as  th<  \ 
come  at  the  same  time. 

It's  so  well  designed,  it  won  the  acclaim  of  Popular  Mechanics' 
experts.  And  their  prestigious  award. 
The  most  popular  full-size  wagon  for  the  last  15  years  now  looks  better 
than  ever.  Even  with  a  few  thousand  extra  pounds  on  it. 

Drive  the  new  Caprice  Wagon  and  discover  for  yourself  why 
more  people  are  winning  with  The  Heartbeat  of  America 
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Other  Comments 


Vigorous  Dissent 

Thk  Supreme  Court  handed  the 
business  community  a  major  defeat 
[last  month  in  the  Pacific  Mutual 
Life  Insurance  Co.  v.  Haslip  case], 
saying  the  Constitution  imposes  few 
limits  on  huge  punitive  awards  im- 
posed by  juries  and  that  the  issue 
belongs  generally  in  the  hands  of 
state  legislatures. 

Justice  Sandra  Day  O'Connor  vig- 
orously dissented,  complaining  of  a 
punitive  damage  explosion  that  need- 
ed to  be  contained  and  of  vague  jury 
instructions  essentially  inviting  jurors 
to  "target  unpopular  defendants,  pe- 
nalize unorthodox  or  controversial 
views,  and  redistribute  wealth." 
-by  Ethan  Bronner, 
Boston  Globe 

Real  Peace  Dividend 

The  NATO  countries,  under  Amer- 
ica's leadership,  must  be  in  a  position 
to  deter  aggression.  Strong  defense 
will  continue  to  be  necessary — and 
cosriy.  For  technology  does  not 
stand  still.  It  was  the  Coalition's 
technological  superiority  which,  with 
the  courage  of  our  fighting  men,  en- 
abled us  to  defeat  the  world's  fourth- 
largest  army  after  just  four  days  of 
ground  war.  We  must  keep  up  the 


rate  of  technological  advance  which 
gave  us  the  Patriot  missile  and  which 
will  give  us  SDI. 

All  too  often  after  wars,  democra- 
cies rush  to  cut  back  defense  and 
increase  domestic  public  spending. 
The  end  of  the  Cold  War  led  to  a 
similar  reaction.  It  is  time  to  consider 
whether  the  plans  to  reduce  spending 
on  defense  should  be  revised.  Re- 
solve is  not  enough,  you  must  have 
the  military  capability,  too.  Perhaps 
the  single  most  important  point  to  be 
made  today  is  that  the  only  real  peace 
dividend  is,  quite  simply,  peace. 
-Margaret  Thatcher, 

in  a  recent  speech 

in  Washington,  D.C. 

Expensive  Shift 

Some  will  seek  in  [the  Gulf  war]  rea- 
sons to  resume  the  draft.  But  the  cost 
of  a  conscript  army  needs  to  be  mea- 
sured several  ways.  Military  pay  is 
only  the  simplest  of  them.  As  tech- 
nology and  tactics  have  grown  more 
complicated,  so  have  the  problems  of 
training,  clothing  and  moving  new 
recruits.  It  takes  86  weeks,  for  exam- 
ple, to  train  the  crew  of  a  Patriot 
missile  battery  and  many  months  to 
train  the  drivers  and  gunners  of  a 
Bradley  armored  fighting  vehicle  or 
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'Ladies  and  gentlemen,  is  there  a  bankruptcy  attorney  on  board?" 


an  M-1A1  tank  in  the  fast-moving 
*  tactics  that  destroyed  Saddam  Hus- 
sein's Republican  Guard  troops  be- 
fore they  knew  what  had  hit  them. 
Units  like  the  24th  Infantry  Division 
(Mechanized)  and  the  1st  Armored 
Division  that  fought  so  well  in  Iraq 
performed  superbly  in  part  because 
they  had  trained  together  so  exten- 
sively, a  process  the  constant  rota- 
tions of  a  draft  army  would  disrupt. 
Simply  put,  the  replacement  cost  of 
new  soldiers  has  been  skyrocketing, 
and  retaining  them  for  only  two  or 
three  years  now  makes  litde  econom- 
ic or  military  sense. 
-General  Michael  Dugan, 
former  U.S.  Air  Force  Chief  of  Staff, 
U.S.  News  &  World  Report 

I  bet  I'm  the  only  Ameri- 
can ambassador  in  the 
world  with  pro- American 
graffiti  on  my  walls. 

-Edward  Gnehm, 
U.S.  Ambassador  to 
Kuwait,  Newsweek 


Rolls  Race 

Chari.es  BECKER. was  listed  in  a  recent 
Forbes    magazine    roundup   as    the 
48th-richcst  man  in   the   U.S.   Not 
bad.  He'd  married  into  a  little  money 
and  turned  that  into  a  fortune.  The 
American  Way.  [Drug  Enforcement 
Agent    Prank]    Diatri    wondered    if 
these    rich    guys    competed    among 
themselves  for  rankings.  He  visual- 
ized a  rich  man's  marathon,  except  all 
the    runners    were    in    the    back    of 
chauffeurcd  limousines  that  had  rac 
ing  numbers  on  their  grilles. 
-from  the  novel  Wi  i  Work. 
by  Christopher  Bu<  m  e\ 

Cheap  High-Tech 

Overheard  in  an  Upper  West  Side 
clothing  store: 

Proprietor    CO    customer:    "Corn 
puter?  Computer?  Who  needs  a  com 
puter?  I  have  two  sc>ns.,, 
-Metropolitan  Diary, 
New  York  Tim  is  wm 
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Silk  plaid  sportcoat 
ustin  Reed  OTKegent  Street. 

Sizes  38-46  regular  and 
-46  long,  325.00.  Dress  slacks, 
B sizes  32-40  regular,  75.00. 
Dillard's  Men's  Department, 
all  1-800-345-5273  to  order. 


OUR  PRIORITY  OVERNIGHT  SERVICE 
DELIVERS  BY  10:30  A.M. 

Federal  Express  is  now  the  only  air  express  company  to  offer  two  next-day  delivery  service 
options.  Our  Priority  Overnight  Service  can  deliver  your  most  time-sensitive  shipments  by 
10:30  AM*  But  if  you  can  waii  until  the  afternoon,  new  Standard  Overnight  Service  will  deliver 


©  1991  Federal  Express  Corporation.       *See  Federal  Express  Service  (luide  l<>  delivery  comniilment  in  your  area 


SIOW  DELIVERS 
IME  ZONES. 


NEW  STANDARD  OVERNIGHT  DELIVERS  BY  3:00  RM. 
AT  ONE  Of  THE  LOWEST  PRICES  AROUND. 

packages  up  to  150  lbs.  by  3:00PM*  At  a  price  that's  tough  to  beat.  And  of  course  both  Priority 
Overnight  and  Standard  Overnight  come  with  all  the  service  and  reliability  you  expect  from 
Federal  Express.  We  figure  all  that  now  makes  us  two  times  better  than  the  competition. 


Absolutely,  Positively,  The  Best  In  The  Business.SM 


¥)u  may  have  to  find  a  new 
breed  of  chauffeur 
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?ru€,  £/ie  7wr6o  /?  owjter  is  driven.  But  not  by  sprinting  from  rest  to  60  m.p.h.  in  but  6.  S  seconds, 
a  chauffeur.  By  a  need— to  excel.  Which  explains  his  Si  baritic  luxun  •  means)  on  loaf  along  at  un- 

choicc  of  motor  car.  The  one  AutoCar  6c  Motor  calls  mentionable  speeds  in  a  coach  that  takes  Rolls-Royce 

"an  outrageous  concoction  of  sledgehammer  perfor-  Motor  Cars  100  days  to  hand-build.  \top  a  suspen- 

mance  and  sybaritic  luxun."  sion  that  follows  your  every  whim.  In  a  cabin  with 


mance  and  sybaritic  luxury"  sion  that  follows  your  every  whim.  In  a  cabin  with 

Sledgehammer  performance,  in  Bent  In  •  terms.        enough  (  on  noil)  •  hide  to  carpet  a  10  ft.  b) '  20 ft.  room, 
means  a  turbocharged  6.75     ~==^5^l^lKlfli^S|S^K5^^^r"  Lacking  rare  track 

liter  I  S  whose  Herculean  ~~^^5ffi(     f^     Y^SS^^""        experience,    your  chauffeur. 

torque  makes  turbo  lag  obsolete.  It  \  ^wJ^-^^^  al  ^mi-  should  have  a  pilots 

means  5300  pounds  of  steel  sculpture        ^NfMi*»^^       license.  Call  1-313*441-1234. 

Have¥)u  FlownThe  Bentley  Tlirbo  R? 


dj  Kolls-Kovn-  Motor  (  ;ir>  Inc..  1C)()|.  I  m-  names  "BenlliV  ;ui< I 
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Commentary 

on  events  at  home  and  abroad     * 


By  Caspar  W.  Weinberger,  Publisher 


SHOULD  WE  CHANGE  THE 

The  propensity  to  tamper  with  what  is  working  very 
well  could  lead  us  to  a  most  serious  policy  mistake  if  the 
supporters  of  the  beguilingly  entitled  idea  of  "national 
service"  should  be  successful. 

Those  who  love  to  fix  things  that  are  not  only  not 
broken  but  are  working  extremely  well  cannot  seem  to 
stand  this  fact:  The  Gulf  war  demonstrated  conclusively 
that  our  all-voluntary  military  program  should  be  contin- 
ued. Even  supporters  of  a  compulsory  national  service 
scheme  to  replace  the  volunteer  system  have  to  admit  that 
it  worked  well.  But,  they  say,  it  made  us  all  "feel  guilty," 
because  some  did  not  do  their  part  in  the  effort. 

Few  supporters  of  "national 
service"  acknowledge  publicly 
that  their  real  goal  is  compulsory 
military  or  national  service.  A  re- 
cent book,  National  Service:  Pro 
and  Con  (edited  by  Williamson 
Evers  and  published  by  the  Hoo- 
ver Institution),  shows  that  many 
who  now  support  something  they 
call  noncompulsory  national  ser- 
vice were  and  are  supporters  of  a 

compulsory  draft.  These  include  Roger  Landrum  and 
Charles  Moskos.  Senator  John  McCain  introduced  a  bill 
in  1989  that  his  spokesman  described  as  starting  with  a 
voluntary  system  which,  after  two  years,  would  switch  to  a 
mandatory  system  with  "disincentives"  for  those  who  do 
not  participate. 

Our  volunteer  military  units  performed  so  extraordi- 
narily well  in  the  Gulf  because  they  are  volunteers.  In 
Vietnam  many  of  the  hundreds  of  thousands  we  sent  had 
not  volunteered  and  did  not  understand  why  the  U.S.  or 
they  were  there.  Most  fought  very  bravely,  but  increas- 
ingly large  numbers  came  to  feel,  accurately,  that  they 
were  not  supported  on  the  home  front,  which  became 
more  and  more  unsympathetic  to  the  war. 

Thus,  the  draft  and  the  unpopular  war  combined  to 
rend  the  social  fabric  in  the  U  .S.  in  a  way  that  had  not  been 
seen  since  the  Civil  War.  One  of  the  principal  reasons  that 
President  Bush  was  so  right  when  he  said  the  Gulf  was  not 
going  to  be  another  Vietnam  is  that  all  of  the  troops  in  the 
Gulf  had  volunteered  for  the  military.  Unquestionably, 
some  did  not  want  to  be  in  the  desert,  but  all  were  in  the 
military  by  their  own  choice.  That  was  a  tremendous  and 


Swearing  in  of  recruits  last  August 


ALL-VOLUNTEER  SYSTEM? 

welcome  contrast  to  the  sullen  anger  that  was  so  unhappily 
present  in  some  of  our  units  in  Vietnam. 

An  even  more  encouraging  factor  is  that  the  volunteer 
system  brings  to  America's  armed  forces  people  of  ex- 
traordinary qualities  and  skills.  Christopher  Jehn,  Assis- 
tant Secretary  of  Defense  for  Force  Management  & 
Personnel,  told  me  that,  from  last  October  through 
January,  97%  of  the  recruits  for  the  military  services  were 
high  school  graduates.  This  contrasts  with  the  68%  of 
enlistees  who  had  high  school  diplomas  in  1980. 

In  the  month  of  December,  during  the  height  of  the 
buildup  for  the  widely  predicted  ground  offensive,  all 

the  services  met  their  recruitment 
goals.  All  of  our  fiscal  1990  goals 
were  easily  met.  Now,  of  course, 
the  services  will  be  required  to 
achieve  the  20%  manpower  re- 
duction in  1995  required  by  re- 
duced budgets. 

In  addition,  the  proportion  of 
disciplinary  actions   required   for 
our  whole  large  force  is  at  its  low- 
est level  in  decades,  and  the  rates 
of  drug  and  substance  abuse  are  far  lower  than  among 
comparable  age  groups  in  the  civilian  population. 

This  is  the  success  that  those  favoring  compulsory 
service  would  change.  What  would  we  get  under 
national  service?  Under  most  plans,  we  would  pay 
volunteers  for  various  community  services.  Thus,  by 
offering  an  alternative  volunteer  program,  we  could 
dilute  and  weaken  the  already  diminishing  pool  of  those 
in  age  groups  suitable  for  military  serv'ce.  Ultimately,  if 
some  of  the  proponents  of  these  plans  had  their  way 
and  we  eventually  came  to  conscription,  there  would,  of 
course,  have  to  be  exemptions,  which  produce  as  much 
anger  as  does  compulsory  service. 

Advocates  say  that  everybody  owes  some  service  to 
the  government  and  should  therefore  be  required  to 
give  it.  But  gratitude  to  our  country  for  what  it  has 
done  for  us  cannot  be  effectively  secured  by  compul- 
sion. The  volunteer  system  has  produced  the  finest, 
best- trained  military  with  the  highest  morale  in  our 
history,  forces  which  have  just  won  one  of  our  greatest 
victories.  Let's  not  give  up  a  complete  success  to  satisfy 
some  think-tank  theories.  ■■ 
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THE  BEST 
DEAL  YOU'LL 
FIND  IN  ASIA 


MIGHT 


RIGHT 


HERE  AT  HOME. 


FREE  DOMESTIC  TICKET 
WITH  EVERY  ROUNDTRIP  TO  ASIA. 


In  Hong  Kong,  you  can  still  cross  the  harbor 
for  under  a  dollar.  And  entertainment  comes 
with  the  price  of  dinner  at  a  traditional 
restaurant  in  Seoul. 

But  the  best  bargain  you'll  find  in  Asia  might 
be  right  here  at  home. 

That's  because  now  when  you  fly  Northwest 
roundtrip  to  any  of  the  dozen  business 
centers  we  serve  in  Asia,  you'll  get  a  free 
roundtrip  ticket— good  for  three  years-to  any 
city  we  serve  in  the  continental  U.S. 


IT'S  ALL  MADE  POSSIBLE  BY 
WORLDPERKS. 

To  qualify,  you'll  have  to  be  a  member  of  our 
WorldPerks  Frequent  Flyer  Program.  To  enroll, 
call  1-800-456-6067,  ext.  410.  And  you  have  to 
travel  to  Asia  between  April  1  and  June  15, 1991 

So  fly  Northwest,  and  profit  from  the  knowledge 
that  comes  from  over  40  years  of  helping 
people  do  business  in  Asia.  For  reservations 
and  information  call  your  travel  agent  or 
Northwest  at  1-800-447-4747. 


TO  ENROLL  IN  WORLDPERKS  CALL  1-800-456-6067  EXT  410. 


Restrictions:  You  can  earn  the  Transpacific  10,000  Mile  Bonus  when  using  a  purchased  Northwest  fare  to  flv  Northwest  roundtrip  between 
select  destinations  in  Asia  and  the  48  contiguous  US  and  Canada  from  4/1/91  to  6/15/91  One-way  Transpacific  flights  earn  a  5,000  Mile 
Bonus.  The  Transpacific  10.000  Mile  Bonus  is  not  valid  for  flights  to  or  from  Hawaii  (including  stopovers)  The  Transpacific  10, 0(H)  Mile 
Bonus  will  automatically  appear  on  a  future  mileage  summary  Please  consult  your  WorldPerks  Membership  Guide  for  complete  mileage 
accumulation  terms  and  conditions  ©  1991  Northwest  Airlines,  Inc. 


TOKYO       SEOUL       HONGKONG       SINGAPORE       TAIPEI       OSAKA       BANGKOK       MANILA       SHANGHAI       OKINAWA 
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The  U.S.'  need  for  dollars  could  hit  trade 


The  cynical  calls  for  protection 

Spring  is  sprung.  The  grass  is  riz.  And  guess 
what?  Here  come  the  protectionists.  Now  is 
about  the  time  that  they  often  reappear,  and 
this  year  is  no  exception. 

Some  of  the  reasons  for  their  appearance  are 
pretty  self-interested — such  as  the  call  from 
Chrysler  Chairman  Lee  A.  Iacocca  to  Presi- 
dent Bush  for  the  U.S.  government  to  further 
restrict  auto  imports,  especially  from  Japan. 

But  there  are  also  political  reasons  for  the 
latest  round  of  calls  for  protectionism.  In  the 
aftermath  of  the  Gulf  war  success  for  the  Bush 
Administration,  trade  protectionism  is  one  of 


the  few  issues  that  the  Democrats  and  trade 
unions  have  available  to  them  that  gets  strong, 
reflexive  support  from  voters.  The  afl-CIO 
campaigns  against  free  trade  with  Mexico,  even 
though  it  will  generate  extra  growth,  and 
hence  jobs,  in  the  U.S.  Washington  Democrats 
are  also  reluctant  to  give  the  Administration 
so-called  fast- track  approval  to  continue  to  ne- 
gotiate the  gatt  deal.  Without  fast-track  ap- 
proval, meaning  without  full  U.S.  participation, 
the  new  round  of  the  free  trade  talks  would 
collapse.  And  that  would  play  right  into  the 
protectionists'  hands. 


Manufacturing  is  stronger  than  ever 

Better  informed  protectionists  know  that 
the  trade  issue  is  being  defanged.  The  U.S.  mer- 
chandise trade  deficit  is  falling  steadily  (to  a 
present  level  of  around  $100  billion).  It  is  now 
widely  accepted  that  it  should  be  in  rough 
balance  within  three  years.  Even  in  the  auto 
sector,  one  of  the  most  difficult,  there  is  im- 
provement as  Japanese  makers  here  substitute 
their  output  for  imports  and  also  export  cars 
made  in  the  U.S. 

The  service  sector  showed  a  record  $23 
billion  surplus  in  1990,  partly  thanks  to  in- 
creased tourism  to  the  U.S.  That  is  likely  to 
increase  again  this  year,  now  that  the  fear  of 


flying  is  easing.  Result:  The  overall  current 
account  deficit  in  1991  will  likely  be  down  to 
around  $80  billion,  from  $99  billion  in  1990. 
It  is  also  increasingly  impossible  for  protec- 
tionists to  claim  that  U.S.  manufacturing  is  no 
longer  competitive,  that  it  is  losing  out  to 
foreigners.  A  periodic  statistical  revision  by  the 
Bureau  of  Economic  Analysis  shows  that  in 
real,  inflation  adjusted  terms,  U.S.  manufactur- 
ing now  accounts  for  the  largest  share  of  gross 
national  product  since  World  War  II — actually 
23.2%  in  1988,  the  latest  figure  available,  and 
there  is  no  reason  to  anticipate  any  significant 
change  since  then. 


But  will  strong  demand  raise  the  dollar  too 

One  note  of  caution,  though.  Much  of  the 
trade  improvement — which  has  left  U.S.  capital 
goods  and  also  high-tech  goods,  like  comput- 
ers, running  trade  surpluses — is  a  direct  result  of 
the  lower  dollar.  Though  it  is  unlikely  to  go 
into  the  stratosphere  in  the  way  it  did  in  the  mid- 
1980s,  its  sudden  10%  to  12%  jump  since  mid- 
February  is  a  warning.  Floating  exchange  rates 
can  just  as  speedily  go  up  as  down. 

What  drove  the  dollar  up  recently  was  a 
combination  of  concern  about  the  need  for  low- 
er rates  in  Germany,  as  it  copes  with  the  cost  of 
unification,  and  demand  for  the  dollar  as  Ku- 
wait, Saudi  Arabia  and,  to  a  more  limited  ex- 
tent, Japan,  borrow  dollars  to  pay  their  $60- 
billion-plus  share  of  the  Gulf  war  costs.  Maybe 
we  haven't  seen  anything  yet. 

The  total  U.S.  demand  for  funds  this  year 
has  reached  record  levels.  Using  the  official  (op- 
timistic) numbers,  the  federal  deficit  this  year 
will  be  at  least  $320  billion.  New  money  re- 
quired by  states  and  local  governments  comes 
to  $100  billion  to  $105  billion.  Now  consider 


much? 

extra  world  demand — to  rebuild  in  the  Gulf, 
to  revamp  Eastern  Europe  and  the  Soviet  Union 
and  to  encourage  growth  in  Latin  America. 
And,  warns  Frank  Vogl,  president  ofVogl  Com- 
munications, Inc.,  the  U.S.  also  faces  the  cost 
of  meeting  demands  for  extra  aid  this  year  from 
Gulf  allies,  like  Turkey,  Egypt  and  Israel. 

All  this  poses  a  danger  for  the  otherwise 
favorable  trade  situation.  Given  the  continu- 
ing deficit,  the  U.S.  needs  to  attract  foreign 
investment.  Question:  Will  foreigners  see  the 
U.S.  as  the  best  place  to  invest?  They  didn't 
in  1990,  when  they  purchased  a  net  $1  billion 
of  Treasury  securities  (down  from  $30  billion 
in  1989)  and  a  net  $19  billion  of  U.S.  bonds, 
down  from  $33  billion.  This  year  we  will 
need  more  foreign  money— and  may  have  to 
raise  interest  rates  to  get  it.  This  would  not 
only  hurt  the  domestic  economy  but  also 
increase  the  demand  for  dollars,  thus  helping 
push  the  dollar  up.  And,  after  a  lag  of  a 
couple  of  years,  that  would  spell  bad  news  on 
trade.  H 
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THE  FORBES  INDEX 


BY  TIMOTHY  DODMAN 


The  Forbes  Index  (1967=100) 
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Current  185.5* 

200              Previous  187.9 1 

Precent  Change  -1.3% 
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*Preliminary  t  Revised 
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The  economy  is  showing  a  glimmer  of  a  recovery.  Febru- 
ary retail  sales  were  up  0.8%,  while  housing  starts  gained 
14.3%.  Exports  rose  3.6%  in  January,  but  the  trade  deficit 
increased  11.5%.  Inflation  could  be  another  problem. 
Although  the  overall  Consumer  Price  Index  was  up  just 
0.2%  in  February,  the  "core"  inflation  rate  (the  cpi  less 
food  and  energy  costs)  rose  0.7%.  The  cost  of  services  has 
also  been  rising  at«a  fast  clip.  The  services  component  of 
the  Consumer  Price  Index  is  up  6.3%  over  the  last  12 
months,  versus  a  5.3%  increase  for  the  overall  index. 
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Other  key  rates 

Source 

m 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

Auto  sales  year  to  date  vs  1 990' 

Ward's  Automotive 

-17.6% 

Index  of  leading  indicators  ian  vs  Dec 

Dept  of  Commerce 

-0.4% 

-$97  bil 

0.0% 

Trade  balance  12  months  ended  Jan  1991 
All-commodity  producer  price  index  Feb  vs  Jan2 

Oept  of  Commerce 
Dept  of  Labor 

GNP  4th  quarter  vs.  3rd — annualized  growth 
NBER  Experimental  Recession  Probability  Index1 

Dept  of  Commerce 

Natl  Bureau  of  Economic  Research 

-2.0% 
5.0% 

1  U.S. -based  manufacturers,  excludes  imports,  as 

2  Wholesale  goods. 3  January  1991. 

of  3/20/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Oept  of  Labor) 
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Inventories      •    New  Orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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Manufacturers'  new  orders  and  inventories 
($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Retail  sales  ($biltions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Personal  income  ($bilhons)  wage  and  salary 
disbursements,  seasonally  ad|usted  (Dept  of  Commerce) 
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Avis  Preferred  Express 

Speed 


1      ^  ^  ■    • 

Renting. 


THE  FASTEST  WAY  TO  RENT  FROM 
THE  EMPLOYEE-OWNERS  OF  AVIS 


How  fast  is  Avis'  Preferred  Express 
service?  It's  non-stop.  No  counters. 
No  paperwork.  No  hassles.  When 
you  arrive  at  your  destination,  just 
get  off  the  plane,  board  the  first 
Avis  courtesy  bus  you  see,  and  we'll 
whisk  you  right  to  the  car  you 
reserved.  Non-stop.  The  keys  and  a 
rental  agreement 
confirming  your 
charges  will  be 
inside  waiting 
for  you. 
Don't  wait 
longer.  Join 
the  Avis  Preferred  Renter5" 
Program  now  and  enjoy  the 
convenience  of  Preferred 
Express  service.  An  enrollment 
application  and  fee  are 
required.  Then,  as  a  member, 
you  can  automatically  receive 
Preferred  Express  service  at  over 
30  major  US.  airport  locations. 

At  Avis,  "We're  trying  harder  than 
ever"  means  faster  than  ever  for  you. 


JM 


We're  trying  harder  than  ever. 


SM 


!      . 
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Avis  features  GM  cars.  Pontiac  Grand  Prix. 


T2  Medical  is  a  smart  business  proposition. 
It's  also  a  textbook  illustration  of  why  medical 
costs  are  still  going  through  the  roof. 

The  doctors 
and  the 
dealmakers 


By  Gretchen  Morgenson 

It  took  ten  years  for  Harvard-edu- 
cated Stanley  Winokur,  M.D.,  47,  to 
build  his  Atlanta  cancer  treatment 
practice  into  the  moderate  success 
that  it  was  in  1985.  But  Winokur  was 
unhappy;  he  felt  impoverished  by  an 
expensive  divorce  and  pressures  from 
the  government  to  cut  costs  in  his 
practice.  "I  was  thinking  about  get- 
ting out  of  medicine,"  recalls  Dr. 
Winokur. 

All  that  changed  when  he  was  ap- 
proached by  one  Thomas  E.  Haire,  a 
glad-handing  former  medical  supply 
salesman  for  Baxter  International.  At 
46,  Haire  is  chairman  of  T2  Medical, 
Inc.  (pronounced  tee  squared),  a 
Georgia-based  provider  of  at-home 
intravenous  medication.  Haire  told 
the  doctor  that  the  world  of  medicine 
was  changing  and  that  Dr.  Winokur 
could  profit  from  that  change.  If  the 
doctor  would  invest  with  Haire,  they 
could  open  a  business  that  offered 
intravenous  medication. 

Dr.  Winokur  was  referring  his  pa- 
tients to  a  variety  of  home  infusion 
therapy  providers  at  the  time,  but  he 
no  doubt  liked  the  idea  of  being  able 
to  send  his  patients  to  an  outfit  he 
could  invest  in  as  well  as  control.  In  a 
business  sense  he  would  be  integrat- 
ing forward,  keeping  more  of  the 
dollars  he  generated  for  medicine. 
The  Cancer  specialist  was  interested 
but  nervous.  "I  was  investing  in  an 
unknown,"  he  says.  "I  didn't  have  a 


cent,  so  I  had  to  borrow  the  money  to 
write  the  check.  As  I  handed  it  over, 
my  hand  was  shaking." 

Dr.  Winokur's  hand  no  longer 
trembles  when  he  writes  a  check  on 
his  now  ample  bank  account.  He  had 
gotten  in  on  the  ground  floor  of  one 
of  the  hottest  medical  companies 
around.  In  1988  Dr.  Winokur,  co- 
owner  Haire  and  their  other  physician 
partners  sold  Georgia  Home  Thera- 
peutics to  T2  Medical  for  $  1 7  million. 
They  were  paid  mostly  in  T2  stock. 

Dr.  Winokur  won't  reveal  his  take, 
but  he  will  say  this:  The  sale  closed 
when  T2  was  trading  at  10,  and  the 
stock  is  now  at  52.  Which  means  that 
Dr.  Winokur  has  a  420%  gain  on  the 
already  handsome  price  he  received 
when  he  sold  his  business. 

One  thing  you  can  say  for  T2 :  It  has 
found  no  shortage  of  doctors  willing 
to  participate  in  such  schemes.  Here's 
how  it  works.  T2  hooks  up  with  a 
physician,  usually  an  infectious  dis- 
ease specialist,  with  a  large  number  of 
patients  already  on  infusion  therapy. 
T2  meets  with  the  doctor  and  offers 
to  go  into  partnership  with  him  in  an 
infusion  therapy  center  to  which  he 
can  send  his  patients.  For  the  next 
couple  of  years  T2  manages  the  cen- 
ter, charging  a  fee  for  this  service  of 
14%  of  pretax  profits. 

Then,  if  all  goes  swimmingly,  T2 
buys  out  the  physician's  interest  at  five 
times  pretax  earnings,  mostly  in  rc- 


Thomas  E.  Haire, 
chairman  of 
T2  Medical,  Inc. 
When  doctors 
get  a  piece 
of  the 
profits, 
they  make 
mighty  fine 
salesmen. 


stricted  T2  stock  that  cannot  be  sold 
for  two  years.  Through  such  deals,  T2 
has  come  to  own  45  infusion  therapy 
centers,  all  acquired  since  1988.  It 
also  manages  another  84  centers  in  59 
cities. 

The  growth  has  kept  the  stock 
steaming  upward.  The  stock  gains,  of 
course,  make  it  that  much  easier  to  sell 
the  concept  to  new  doctor  investors. 
They  look  at  the  millions  made  by 
early  players  and  ask  themselves,  Why 
not  me? 

The  upshot  of  all  this  is  that  T2 
Medical  has  a  market  capitalization  of 
$770  million,  a  staggering  sum  for  a 
company  that  made  $15.5  million  on 
revenues  of  $73  million  last  year. 
Another  consequence  is  thai  hospitals 
are  losing  infusion  therapy  business  to 
12 's  doctor- business  people. 

Home  infusion  is  suitable  lor  many 
patients  receiving  intravenous  antihi 
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otic,  nutritional,  cancer  and  aids  ther- 
apies. The  centers  run  by  T2  and  its 
competitors  (the  largest  of  them  is  a 
Baxter  International  subsidiary  with 
revenues  of  $700  million)  deliver  the 
drugs  to  the  patients  and  provide  the 
nurses  who  put  the  catheter  in  the  arm . 
The  merry  game  may  not,  however, 
go  on  much  longer.  Although  home 
infusion  costs  on  average  a  third  less 
than  in-ho$pital  therapy,  it  is  no  long- 
er enough  to  be  cheaper  than  a  hospi- 
tal. More  and  more,  in-home  provid- 
ers must  compete  with  one  another 
on  cost.  Sooner  or  later,  T2  and  its 
50%  gross  profit  margins  are  going  to 
be  under  pressure.  Consider  one  ex- 
treme example.  For  a  two- week  treat- 
ment with  the  antiviral  drug  Cyto- 
vene  for  aids  patients,  T2's  price  in 
the  Atlanta  area  recently  was  $4,000; 
a  competitor  across  town  charged 
$1,100. 


Haire  argues:  "Health  care  to  the 
absolute  low  bidder  is  not  a  good 
idea."  Maybe  not,  but  the  institutions 
that  pay  doctor  bills  don't  want  to  see 
health  care  going  to  the  high  bidder, 
especially  when  the  doctor  is  burning 
his  candle  at  both  ends. 

As  of  January  1992  Medicare  will 
refuse  to  pay  for  treatment  at  privately 
held  laboratories  in  which  the  refer- 
ring physician  owns  a  stake.  Although 
this  legislation  does  not  apply  to  treat- 
ment centers  like  those  owned  by  T2, 
further  legislation  could  conceivably 
attack  such  operations.  T2  gets  12%  of 
its  business  from  Medicare.  In  addi- 
tion, private  insurers  are  increasingly 
concerned  about  self- referring  physi- 
cians, and  payouts  from  these  insurers 
account  for  80%  of  T2's  business. 

Rene  Lerer,  M.D.,  national  medi- 
cal director  of  Travelers  Corp.,  says 
his  insurance  company  does  all  it  can 


to  monitor  self- referring  physicians. 
As  he  points  out:  "When  a  physician 
owns  a  related  venture,  there  may  be  a 
tendency  to  treat  for  a  longer  period 
or  with  more  expensive  drugs."  And 
Prudential,  which  provides  health 
benefits  for  20  million  Americans,  is 
in  the  process  of  choosing  "pre- 
ferred" home  infusion  providers  that 
it  would  recommend  its  customers  do 
business  with.  T2  did  not  even  make 
the  first  cut. 

State  legislators  may  soon  get  in  on 
the  act.  Florida  lawmakers  are  debat- 
ing legislation  that  would  outlaw 
many  physicians'  joint  ventures  such 
as  the  ones  that  T2  uses  to  build  new 
therapy  centers  and  fuel  its  growth. 

The  company  isn't  worried.  Dale 
Benzine,  head  of  public  relations,  says 
that  lawmakers  who  have  proposed 
such  limits  in  the  past  soon  saw  the 
error  of  their  ways.  "We  send  out  a 
lawyer  to  educate  them,"  he  says. 
Haire  rejects  the  notion  that  T2  phy- 
sicians don't  have  their  patients'  best 
interests  at  heart,  pointing  out,  some- 
what irrelevantly,  that  95%  of  the 
company's  patients  rated  their  experi- 
ence with  T2  as  excellent  or  above 
average. 

Shareholders  signing  on  at  this  late 
date  may  find  their  experience  less 
highly  rated.  The  deals  are  so  stacked 
that  Chairman  Haire  and,  more  re- 
cently, President  Joseph  Allegra  get 
personal  pieces  of  the  action  ahead  of 
shareholders. 

When  a  new  center  opens,  Haire 
and  Allegra  put  up  their  own  money 
to  help  build  the  center.  Then,  when 
T2  buys  the  center  outright,  Haire 
and  Allegra  get  paid  along  with  the 
physicians.  Between  1988  and  1990 
T2's  acquisitions  put  $4.9  million  of 
cash  and  stock  in  Haire 's  pocket.  He 
also  got  $2  million  in  salary  and  bene- 
fits last  year. 

Parse  the  financial  arrangements, 
then,  and  this  is  what  you  discover: 
T2's  stock  is  essentially  a  sales  tool  to 
sign  up  new  doctors;  as  long  as  it 
keeps  rising,  it  is  an  effective  tool.  But 
once  the  stock  slips,  doctors  will  be 
less  likely  to  accept  it,  and  what  once 
was  an  incentive  to  sell  to  T2  will 
become  a  disincentive.  Meanwhile, 
corporate  benefits  experts  might  ask 
whether  their  plans  should  be  used  to 
finance  wealth-creation  schemes  for 
physicians  and  for  Tom  Haire.       H 
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Stubborn  strikes  by  miners  in  Siberia  and  the  Ukraine 
could  be  the  beginning  of  the  end  for  Gorbachev. 

Good-bye, 
Gorbachev? 


An  interview  with  Oleg  Voronin  by  Paul  Klebnikov 


Can  Gorbachev  stay  in  power?  Not  a 
chance,  says  Oleg  Voronin,  40,  a  Si- 
berian trade  unionist  visiting  the  U.S. 
"Gorbachev  may  not  last  through  the 
year."  Although  an  avowed  socialist, 
Voronin  and  his  trade  union  friends 


are  as  opposed  to  the  current  Com- 
munist government  as  anyone  else  in 
the  Soviet  Union.  Interviewed  in 
Manhattan  by  Forbes  late  last  month, 
the  Soviet  labor  leader  explained  why 
he  thought  the  current  coal  miners' 


Siberian  trade  unionist  Oleg  Voronin 

"No  matter  how  powerful  your  armed  forces,  you  can't  attach  a  soldier 
to  each  worker.  The  soldiers  can  establish  martial  law,  but  they  can't  stop 
the  wave  of  strikes  sweeping  the  country." 


strikes  in  Donetsk  (the  Ukraine)  and 
Kuzbas  (Siberia)  was  the  beginning  of 
the  end  for  Gorbachev  and  the  Com- 
munist Party  in  the  Soviet  Union. 
Gorbachev  seems  firmly  in  control, 
especially  after  the  recent  referen- 
dum on  keeping  the  Union. 
Voronin:  Gorbachev  &  Co.  may 
make  use  of  the  fact  that  the  majority 
of  the  population  has  voted  to  pre- 
serve the  Union  and  may  undertake  a 
forcible  solution  of  the  problems  in 
the  republics.  It  is  possible  that  a  state 
of  emergency  will  be  declared  and 
that  the  army  will  be  used.  But  in  this 
case  I  don't  think  they  will  hold  out 
for  more  than  a  couple  of  months. 
Because  then  a  national  general  strike 
will  become  reality  and  the  govern- 
ment will  have  to  quit. 
A  general  strike  will  bring  down 
Gorbachev? 

In  1989,  when  the  coal  miners  first 
went  on  strike,  they  demanded  Gor- 
bachev because  they  thought  he 
could  fix  their  problems.  Today  they 
have  no  need  for  Gorbachev.  No  one 
directs  any  demands  or  petitions  to 
him;  the  issue  is  only  his  resignation. 
We  [in  the  Socialist  Federation  of 
Trade  Unions]  are  working  for  a  wave 
of  strikes.  A  sequence  of  waves,  start- 
ing in  one  region,  going  on  to  a 
second  region,  then  starting  in  a  third 
region,  and  so  on.  This  [will]  lead  to 
the  paralysis  of  the  economy,  but 
there  is  no  alternative;  the  intelligen- 
tsia, with  all  its  intellectual  resources, 
cannot  topple  the  government. 
The  coal  miners  may  be  on  strike, 
but  the  steel  workers  and  oil  work- 
ers are  not. 

I  think  that  in  about  two  months  the 
oil  workers  of  Tyumen  will  down 
their  tools.  I  myself  put  a  lot  of  effort 
into  this.  If  Tyumen  and  Surgut  [  both 
in  western  Siberia]  come  to  a  halt — . 
and  I  am  also  talking  about  shutting 
down  the  Druzhba  [Siberian  Hum 
pean)  oil  pipeline  in  the  Tyumen  mk\ 
in  Tataria  (in  central  Russia] — then 
that's  the  end.  No  gas,  no  export 
earnings,  nothing. 

Why  in  the  next  couple  of  months? 
Why  not  now? 

It's  still  winter,  and  no  one  gOCI  on 
strike  in  winter.  Then  you  wouldn't 
have  any  heating  in  the  cities.  Hut 
they're  ready.  The  question  ol  .1  strike 
was  already  raised  in  December.  Hut 
the  representatives  of  Yeltsin  went 
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and  convinced  the  oil  workers  not  to 
strike.  None  of  us  insisted,  actually — 
it  was  more  of  a  warning.  I  think  we 
will  have  a  warning  strike  within  a  few 
months. 

What  will  they  demand? 
The  same  as  [the  coal  miners  in] 
Kuzbas:  Although  they  have  econom- 
ic demands — raising  wages,  etc. — it  is 
possible  that  the  central  demand  will 
be  the  retirement  of  [Gorbachev]. 
[By  the  way]  we  also  have  contacts  in 
the  railroads.  I  myself  work  along  the 
Trans-Siberian.  It  is  the  only  branch 
into  [Siberia],  and  if  there  is  a  stop- 
page, that,  too,  could  bring  [econom- 
ic] paralysis. 

Surely  the  government  can  bring 
the  railroads  under  military  control 
and  thus  keep  goods  flowing? 
They  can  establish  martial  law,  but 
there  is  another  type  of  strike — to 
work  only  according  to  the  rules. 

To  govern  a  country  as  large  as 
Russia  by  purely  repressive  methods  is 
simply  impossible.  The  soldiers  can 
establish  martial  law,  but  they  can't 
stop  the  waves  of  strikes. 

[At  any  rate]  I  don't  think  Gorba- 
chev can  rely  on  the  army.  The  con- 
flicts between  the  midlevel  officers 
and  the  generals  are  very  sharp.  Little 
is  written  about  this,  but  inside  the 
army  there  is  a  huge  schism. 
If  Yeltsin  told  the  Siberian  miners 
to  stop  their  current  strike,  would 
they  go  back  to  work? 
Yes,  of  course.  [But]  insofar  as  all  the 
links  between  Yeltsin  and  Gorbachev 
are  broken  and  Yeltsin  has  smelled  the 
possibility  of  taking  power,  it's  simply 
not  worth  it  to  him  to  stop  the  strikes. 
Why  are  you  with  Yeltsin?  As  a 
socialist,  aren't  you  against  the  free 
market  society  Yeltsin  stands  for? 
Today  our  interests  are  the  same  from 
a  tactical  point  of  view.  But  naturally, 
once  the  liberals  and  Yeltsin  come  to 
power,  with  their  conceptions  of  a 
market  economy,  there  will  arise  a 
new  conflict  between  the  workers  and 
the  liberals. 

Now  it  is  important  to  establish 
only  the  structure  of  a  socialist  move- 
ment which  could  serve  as  a  serious 
opposition  to  the  future  government. 
But  generally  the  thing  to  do  now  is  to 
establish  a  normal  market  for  labor 
and  capital. 

You  mean  capitalism? 
Alas,  yes.  !■ 


Do  you  like  California  real  estate?  If  you  do, 
you'll  love  Wells  Fargo  &  Co. 

A  leveraged  bet 


By  John  H.  Taylor 
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Wells  Fargo 
Chairman 
Carl  Reichardt 
The  bank's 
balance  sheet 
looks  like  an 
inverted 
pyramid: 
$18  billion  in 
risky  loans  piled 
atop  $3.4  billion 
in  equity. 


Since  taking  the  helm  of  Wells 
Fargo  &  Co.  in  1983,  Carl  Rei- 
chardt has  transformed  the  sluggish 
San  Francisco  bank  into  one  of  the 
country's  most  profitable.  Last  year 
Wells  earned  1.4%  on  assets  and  25% 
-on  equity — in  the  top  10%  in  both 
categories  for  banks  its  size.  With 
$56  billion  in  assets,  Wells  is  the 
country's  tenth-largest  bank. 

But  Moody's  recently  downgraded 
Wells  Fargo's  senior  debt- — citing  un- 
certainty over  the  bank's  highly  lever- 
aged transaction  portfolio  and  Cali- 
fornia's deteriorating  commercial 
real  estate  market. 

California  is  mired  in  its  biggest 
financial  slump  since  1982 — with  of- 
fice vacancy  rates  running  as  high  as 
30%  in  some  California  cities,  despite 
significant  reductions  in  rent.  Not 
good  for  Wells  Fargo,  whose  balance 
sheet  is  heavily  weighted  with  Califor- 
nia commercial  real  estate  and  looks 
like  an  inverted  pyramid :  $  1 8  billion  of 
commercial  real  estate  and  highly  le- 
veraged loans  piled  atop  $3.4  billion  in 
equity.  Just  a  10%  decline  in  the  value 
of  those  loans  would  wipe  out  more 
than  half  of  Wells  Fargo's  equity. 


Nonperforming  assets  climbed 
$220  million,  or  a  scary  18%,  in  the 
fourth  quarter  of  1990,  to  $1.4  bil- 
lion, equal  to  3%  of  total  loans  and 
real  estate.  That's  still  under  the  in- 
dustry median  of  4.3%  for  banks 
Wells  Fargo's  size,  but  Wells'  prob- 
lems are  growing.  Nonperforming 
loans  more  than  doubled  in  its  $3.6 
billion  highly  leveraged  transaction 
portfolio  and  now  total  more  than  9% 
of  all  highly  leveraged  loans. 

Vacancy  rates  of  30%  are  one  prob- 
lem. But  another  is  that  thousands  of 
California  office  buildings  are  nearly 
full  but  not  generating  enough  cash 
to  cover  interest  and  principal.  Why? 
Because  rents  are  10%  to  20%  less 
than  the  developers'  projections 
when  they  secured  the  loan. 

A  typical  example:  An  office  in  La 
Jolla  with  90%  occupancy  has  been 
financed  by  a  loan  at  10.5%  interest. 
But  rents  are  less  than  original  pro- 
jections, so  the  project  is  generating 
cash  flow  of  only  5%  of  the  loan 
amount,  not  enough  to  cover  the 
interest.  The  developer  must  make 
up  the  difference.  Obviously  that  will 
go  on  only  so  long  as  the  developer 
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Wells  Fargo  &  Co. 

has  sufficient  financial  resources  and 
believes  the  project  will  be  a  success. 
Absent  that,  the  keys  will  go  back  to 
the  bank.  Says  G.  William  Tischer,  a 
veteran  San  Francisco  developer  and 
real  estate  investor:  "There  are  no 
buyers  for  the  properties  and  rents 
are  declining.  Most  of  the  offices 
built  after  1984  are  not  worth  the 
value  of  the  loan." 

Included  in  Wells  Fargo's  $14.5 
billion  commercial  real  estate  portfo- 
lio are  $1  billion  on  completed  proj- 
ects not  even  75%  occupied.  In  other 
words,  $1  billion  in  projects  that  are 
not  generating  positive  cash  flow. 
These  are  part  of  Wells  Fargo's  multi- 
billion -dollar  portfolio  of  so-called 
mini -perms,  which  are  short-term 
loans,  usually  five  years  or  less,  to 
developers  who  have  completed  proj- 
ects but  cannot  arrange  permanent 
financing — either  because  no  institu- 
tion wants  to  issue  a  mortgage  or 
there  are  no  buyers  for  the  project. 

If  these  buildings  can't  be  sold, 
refinanced  or  almost  fully  leased  be- 
fore the  loans  come  due,  Wells  may 
have  to  reclassify  them  as  nonperform- 
ing  or  else  repossess  the  property. 

Certainly  Wells  has  attracted  the 
top  drawer  of  California  developers. 
Among  them:  Donald  Bren,  Walter 
Shorenstein  and  William  Lyon. 
These  people  have  always  been  good 
risks  but  even  they  could  have  prob- 
lems if  the  real  estate  recession  in 
California  gets  a  lot  worse. 

Last  year  short-sellers,  sensing 
problems  with  the  quality  of  Wells' 
real  estate  portfolio,  attacked  the 
stock,  sending  it  from  84  to  42.  But 
the  stock  rebounded  to  a  recent  72, 
badly  squeezing  the  shorts. 

It  rebounded  in  good  part  because 
of  investors'  confidence  in  the  judg- 
ment of  Warren  Buffett,  who  bought 
10%  of  the  stock  last  year  when  the 
price  was  under  short-  selling  pressure . 
"It's  all  a  bet  on  management,"  ex- 
plains Charles  Munger,  vice  chairman 
of  Buffett's  Berkshire  Hathaway. 
"We  think  they  will  fix  problems  faster 
and  better  than  other  people." 

That's  assuming,  of  course,  that 
the  slump  in  California  commercial 
real  estate  doesn't  get  much  worse. 
Look  at  it  this  way:  At  this  point 
Wells  Fargo  is  more  than  just  a  well- 
run  bank;  it  is  also  a  leverage  d  bet  on 
California  real  estate.  m 


Not  all  leveraged  buyouts  are  created  equal; 
some  actually  work— like  AnnTaylor. 

Rags 
to  riches 


By  Laura  Jereski 

Think  its  hard  to  make  money  in 
retailing?  Check  out  the  upcoming 
public  offering  of  AnnTaylor,  Inc., 
the  176-store  women's  apparel  chain. 

Merrill  Lynch,  whose  lbo  partner- 
ships hold  most  of  the  equity,  has 
already  gotten  a  third  or  so  of  its 
money  back  in  fees  and  interest  on  its 
bridge  loan  and  could  post  capital 
gains  topping  $500  million  on  its  76 
million  snares.  AnnTaylor  Chairman 
Joseph  E.  Brooks  owns  at  least  5 
million  shares  in  stock  and  options  ( 1 
million  of  which  cost  him  $  1 ,000  cash 
and  a  $999,000  promissory  note).  He 
stands  to  own  snares  worth  $40  mil- 
lion— on  top  of  $1.4  million  or  so  a 
year  in  compensation. 

Take  a  peek  at  AnnTaylor's  num- 
bers. Same -store  sales  in  the  $400 
million  company  rose  5.1%  last  year. 
Capital  expenditures?  Aggressive  ex- 
pansion added  57  stores  since  the 
buyout,  for  $18  million.  New  stores 
goosed  operating  cash  flow  to  $72 
million,  from  $61  million  in  1989. 

But  like  all  leveraged  buyouts,  this 
spinoff  from  Campeau  Corp.  was  un- 
der pressure  to  refinance.  It  faces  prin- 
cipal repayments  of  $13  million  this 
year  and  $26  million  next. 

No  one  at  the  company  is  talking, 
but  one  large  investor  thinks  the  com- 
pany will  offer  some  1 2  million  shares, 
at  about  8;  since  these  will  represent 
only  about  12%  of  the  capitalization, 
he  figures  that  AnnTaylor  will  have  a 
market  cap  of  about  $900  million. 
With  enough  cash  flow  to  fund  its 
expansion,  AnnTaylor  will  likely  use 
the  $  1 00  million  or  so  in  net  proceeds 
from  the  offering  to  pay  down  bank 
debt  and  retire  part  of  $167.8  million 
in  zero  coupon  bonds. 

Credit  mercurial,  62-year-old  Jo- 


AnnTaylor  boss  Joseph  E.  Brooks 
Dressed  for  success. 


seph  E.  Brooks.  A  career  retail  execu- 
tive, he  made  lackluster  Lord  &  Tay- 
lor into  an  $850  million  business,  the 
biggest  piece  of  Associated  Dry 
Goods,  but  left  after  adg  was  acquired 
by  May  Department  Stores  in  1986. 

Relying  on  its  private  label  has  been 
a  major  factor  in  AnnTaylor's  success. 
Not  having  to  pay  outside  designers 
keeps  gross  margins  at  nearly  50%  and 
gives  the  chain  more  pricing  flexibility 
than  department  stores  have. 

And  it  can  move  fast:  Women  start- 
ed asking  for  longer  skirts  in  January; 
the  skirts  were  in  the  stores  six  weeks 
later.  Next?  Regional  variations:  Sep 
tember's  black  and  brown  clothes  will 
be  made  of  wool  in  the  North  and 
washed  silk  in  the  South. 

Brooks'  goal?  Sales  of  $1  billion  by 
1994.   AnnTaylor  is   managed   well 
enough  to  grow,  though  retail  ana 
lysts  question  how  many  more  mar 
kets  suit  AnnTaylor's  look. 

Leveraged  buyouts  have  gotten  a 
bad  name  of  late,  but  here's  one  with  a 
very  happy  ending.  ■■ 
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European  common  marketers  piously  preach  respect 
for  free  markets  but  turn  a  blind  eye  toward  government 
subsidies— industrial  even  more  than  agricultural. 

Aidez-moi 


By  Peter  Fuhrman 

As  the  European  Community  moves 
closer  to  the  1992  deadline  for  its 
single  market,  some  of  the  optimistic 
glow  is  fading. 

Industrial  subsidies  are  the  latest 
roadblock  to  unity.  They  have  grown 
so  large  and  prevalent  that  the  12 
European  Community  national  gov- 
ernments now  dole  out  more  money 
in  corporate  aid  than  they  take  in  from 
corporate  taxation.  In  1990  direct 
subsidies  to  industry  hit  a  staggering 
$135  billion,  using  conservative  esti- 
mates. That's  at  least  six  times  greater, 
as  a  percentage  of  national  income, 
than  U.S.  handouts  to  industry. 

These  industrial  subsidies  dwarf 
even  the  EC's  generous  aid  to  farmers, 
which  is  only  about  one-third  as  great 
as  the  subsidies  to  companies. 

European  unity  inevitably  involves 
pain  for  many  local  businesses.  The 
knee-jerk  reaction  is  to  shovel  tax 
money  at  industries  hurt  by  the  com- 
ing of  the  common  market. 

The  French — who  else? — have 
leapt  to  the  fore  among  Europe's 
subsidizers  this  year.  In  the  first  quar- 
ter alone,  the  French  government  has 
promised  over  $1  billion  to  recapital- 
ize three  big,  troubled  state-owned 
firms:  computer  company  Groupe 
Bull,  automaker  Renault  and  national 
flag  carrier  Air  France.  Subsidized 
French  coal  goes  to  produce  electric- 
ity sold  at  subsidized  prices  to  the 
state  aluminum  maker  Pechiney  to 
manufacture  auto  parts  for  subsidized 
Renault.  Voila!  The  latter  has  been  on 
the  receiving  end  of  over  $2  billion  in 
direct  subsidies  since  1985. 

In  Italy  in  late  March,  Fiat  laid  off 
35,000  autoworkers,  and  the  Italian 
government  picked  up  80%  of  the  lost 
wages.  That's  a  drop  in  an  $18  billion 
ocean  of  Italian  subsidies,  spilling  into 
factory- building  programs,  export  in- 
centives and  training  schemes. 


In  Belgium,  again  during  a  single 
week  in  March,  Sabena  was  rewarded 
by  the  government  with  $560  million 
in  new  capital  and  $400  million  in 
debt  writeoffs. 

Germany,  too,  is  no  slouch  when  it 
comes  to  subsidies.  Daimler-Benz 
A.G.,  Germany's  sprawling  industrial 
conglomerate,  has  chosen  a  bleak  area 


European  states  still  put  national  in- 
terests well  above  communal  ones. 

Bountiful,  too,  are  hidden  subsi- 
dies. The  two  largest  European  tele- 
communications firms,  Germany's 
Siemens  and  France's  Alcatel,  are  the 
protected  suppliers  to  their  national 
phone  monopolies.  Siemens  has  been 
free  to  charge  prices  for  phone  equip- 
ment in  Germany  as  much  as  four 
times  above  competitive  market  lev- 
els. This  indirect  subsidy  has  been 
worth  perhaps  $2  billion  a  year.  Alca- 
tel has  a  good  chunk  of  its  research 
and  development  paid  for  by  the 
French  government,  through  gov- 
ernment-run laboratories.  Siemens 
executives,  thinking  one  good  subsi- 
dy deserves  another,  are  considering 
asking  for  offsetting  r&d  payouts 
from  the  German  government. 

Surprising  as  it  may  seem,  the  U.S. 
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along  the  French  border  as  the  site  for 
a  new  Mercedes-Benz  assembly  plant. 
By  choosing  this  location,  Daimler- 
Benz  gets  a  maximal  amount  of  Ger- 
man state  aid,  even  though  many  of 
the  workers  will  come  from  France. 

In  its  aerospace  business,  Daimler  is 
already  getting  over  $7  billion  from 
the  German  government  to  counter- 
act losses  for  Daimler's  share  in  Airbus 
Industrie.  Now  it  wants  the  govern- 
ment to  pick  up  half  the  costs  of 
developing  a  new  small  jet  to  compete 
with  Boeing  planes,  among  others. 

European  Community  rules  ex- 
pressly forbid  most  forms  of  state 
subsidy,  but  the  rules  lack  teeth. 
There  are  just  40  European  Commis- 
sion staffers  to  police  aid  doled  out  by 
legions  of  bureaucrats  across  Europe. 
The  French  and  Italian  governments, 
for  instance,  recently  refused  outright 
Brussels'  call  to  reclaim  $2  billion  in 
subsidies  granted  to  Renault  and  Alfa  - 
Romeo.  All  this  is  contrary  to  the 
spirit  of  Europe  1992,  but  then  again, 


has  complained  little  publicly  about 
these  subsidies.  "They  tend  only  to 
distort  Europe's  trade  with  itself,  and 
so  we've  kept  pretty  quiet,"  a  U.S. 
official  explains. 

But  is  the  damage  purely  internal? 
Subsidies  are  fungible.  European 
companies  have  greatly  stepped  up 
their  acquisitions  of  U.S.  industry, 
and  French  government  handouts  to 
Bull,  Pechiney,  Rhone- Poulenc  and 
Thomson-CSF  benefit,  even  if  indi- 
rectly, their  new  U.f .  subsidiaries. 

It's  a  situation  that  has  made  the 
British  nervous.  The  government 
there  has  recently  moved  to  halt  three 
planned  acquisitions  in  Britain  by 
French  state-owned  firms.  The  Brit- 
ish argue  that  French  state  ownership 
and  access  to  a  bottomless  well  of 
subsidies  would  confer  sizable  advan- 
tages, hampering  competition. 

The  fact  is,  the  market  distortions 
cascading  through  Europe  have  a  nas- 
ty habit  of  making  waves  across  the 
Atlantic — and  elsewhere.  WM 
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Former  loan  officer  Clifford  Grum  has 
combined  two  unlikely  businesses  to  make 
Temple-Inland  a  forest  products  company 
the  competition  can  only  envy. 

Paper  profits 


By  William  P.  Barrett 


Temple-Inland's 
Clifford  Grum 
Thanks  to 
diversification, 
he  boosted 
earnings  while 
the  rest  of  the 
industry  fell. 


How  can  you  mix  forest  products 
and  financial  services?  If  you  are  Clif- 
ford Grum,  president  and  chief  execu- 
tive of  $2.4  billion  (1990  revenues) 
Temple-Inland  Inc.,  the  answer  is 
very  well  indeed. 

The  forest  products  industry  is  in 
trouble  again — reeling  from  the  re- 
cessionary effects  of  sagging  demand 
for  corrugated  boxes,  paper  and  lum- 
ber. But  Grum,  56,  a  former  bank 
loan  officer,  has  hedged  the  cyclical 
nature  of  the  business  with  an  unlikely 
diversification:  From  his  headquarters 
in  rural  Diboll,  Tex.,  he  has  paid 
about  $200  million  over  the  past  four 
years  for  17  Texas  thrifts — all  but  one 
of  them  failed — with  about  $5  billion 
in  assets.  Last  year  they  contributed 
about  $75  million  to  Temple-In- 
land's aftertax  profits. 

This  year,  while  some  rivals  pare 
their  capital  expenditures,  Grum  is 
using  the  earnings  pop  from  financial 
services  to  help  fund  a  $350  million 
capital  program,  mostly  for  two  recy- 
cling mills  that  will  turn  used  boxes 
into  containerboard.  These  are  high 
er-margin  facilities  that  will  give  the 
company  added  heft  once  the  reces 


sion  comes  to  an  end. 

Even  backing  out  the  financial  ser- 
vices results,  Temple-Inland,  spun  off 
in  1983  from  what  is  now  Time 
Warner,  tends  to  do  a  bit  better  than 
many  of  its  major  rivals  on  its  basic 
core  business.  Why?  More  than  half 
its  revenues  come  from  making  fin- 
ished corrugated  boxes,  which  be- 
cause of  the  added  value  is  somewhat 
less  price -volatile  than  making  raw 
box  material  for  completion  by  oth- 
ers. Temple-Inland,  which  made  3.3 
billion  boxes  last  year,  is  one  of  the 
country's  five  largest  box  producers, 
behind  Stone  Container  and  Jefferson 
Smurfit. 

Last  year — when  paper  industry 
profits  declined  35% — Temple-In- 
land earned  a  record  $232  million,  or 
$4.20  a  share,  up  from  $207  million, 
or  $3.75  a  share.  This  year?  For  Tem- 
ple-Inland analysts  are  guessing  at  a 
24%  decline  to  $3.20  a  share — while 
predicting  an  overall  25%  slide  for  the 
industry.  Yet  at  a  recent  37,  Temple 
Inland  still  trades  at  less  than  12  times 
expected  1991  earnings.  Other  paper 
stocks:  more  than  15  times. 

One  reason  may  be  ovcrrcaction  to 


Grum's  plunge  into  Texas  thrifts, 
clearly  one  of  America's  most  ma- 
ligned industries.  In  these  deals, 
mostiy  consolidated  under  the  name 
Guaranty  Federal  Savings  Bank,  fed- 
eral regulators  have  guaranteed  the 
buyer  against  losses  on  bad  loans  and 
have  also  provided  federal  tax  benefits 
that  in  1990  lowered  the  company's 
overall  tax  rate  to  13.5%  from  34%, 
resulting  in  a  nifty  38%  return  on 
thrift  equity. 

Nice  numbers.  So  why  is  the  market 
sour  on  the  company?  Under  criti- 
cism that  the  thrift  sales  amounted  to 
giveaways,  the  U.S.  Treasury  Depart- 
ment in  early  March  asked  Congress 
to  cut  back  the  tax  benefits,  which 
lawmakers  appear  likely  to  do.  The 
stock  market  seems  to  be  regarding 
this  as  a  time  bomb  on  the  company's 
earnings. 

But  it's  a  bomb  that  may  well  fizzle. 
Because  of  tax-loss  carryforwards  not 
in  dispute,  the  scale-back  proposal 
actually  would  cost  the  company  next 
to  no  tax  benefits  until  1995.  By  that 
time,  Temple-Inland  likely  will  make 
up  much — if  not  all — of  any  hit  with 
expansion  of  an  already  solid  network 
of  savings  and  loan  branches  in  Dallas, 
Houston  and  Austin,  metropolitan 
areas  that  contain  half  of  Texas'  16 
million  residents. 

As  you  might  imagine,  Grum  is  not 
happy  about  losing  tax  benefits,  even 
if  they  are  down  the  road.  "We  cer- 
tainly understood  that  the  tax  law 
could  be  changed,"  he  says  in  his 
careful  way,  "but  I'm  personally  not 
aware  of  many  instances  where  it  has 
been  done  on  a  hindsight  basis  rather 
than  on  a  future  basis." 

Meanwhile,  Grum  knows  when  to 
protect  something  worth  holding  on 
to.  Although  takeover  barons  like  fel- 
low Texan  Harold  Simmons  are  lying 
low  these  days  and  nursing  their 
wounds,  there's  no  guarantee  that 
they  won't  go  back  on  the  warpath. 
So  Temple  Inland,  which  last  year 
sported  an  operating  cash  flow  of 
$307  million,  a  market  capitalization 
of  just  $2.3  billion  and  an  insider 
ownership  of  only  3%,  is  taking  no 
chances.  On  top  of  a  poison  pill, 
Temple  Inland  has  just  adopted  rules 
making  it  harder  for,  say,  a  raider  to 
wage  a  proxy  fight  for  control.  Why? 
Says  a  smiling  Grum,  "Updating  cor 
porate  governance.*1  ■ 
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How  to  close 
an  eight-person  deal 


AT&T  "teleconference 
Services 
1800225-0233  I 


with  a  single  call. 


AT&T  Teleconference  Services  let  you 
connect  any  number  of  key  players  just 
by  dialing  1800  225-0233. 

When  turning  a  deal  into  a  done  deal 
takes  input  from  three  people  or  more, 
AT&T  Teleconference  Services  can  save  you 
precious  time. 

It's  a  simple  matter  of  dialing  toll-free 
1 800  225-0233.  After  that, you  can  leave  it 
to  an  AT&Tconference  specialist  to  set  up 
an  on-the-spot  or  reserved  phone  meeting 
with  a  whole  Rolodexful  of  people,  if  that's 
what  you  need. 


You  can  even  get  viewpoints  from  people 
overseas.  And  whether  you're  in  your  office,  a 
hotel  or  a  phone  booth,  you  always  have  the 
option  of  charging  your  conference  calls  to 
your  AT&T  Calling  Card. 

So  the  next  time  you're  dealing  with  a  lot 
of  players,  deal  us  in,  too.  We'll  help  ft  ke  the 
legwork  out  of  getting  to  the  handshake  stage. 

Productivity.  Another  AJ&T  advantage. 

To  make  your  AT&T  Teleconference 
call  or  for  additional  information,  just  call 
1800  225-0233. 


©  1991  AT&T    Rolodex  brand  is  a  registered  trademark  of  INSILCO. 


AT&T 

The  right  choice. 


MemjlthMcltlioul 


Every  morning  it's  the  same: 
you  jump  into  your  car,  make  a 

and  muscle  your  way  onto  the  high- 


way that  separates 
)  everyone's  home 
from  everyone's  office.  In  any  other 
car,  this  routine  might  quickl)  In- 
come tiresome. 

Of  course,  that's  precisely 
why  the  Lexus  I.S400  was  rivaled: 


to  keep  the  ordinary  from  slipping 
into  the  mundane. 

For  while  any  car  can  be 
designed  to  battle  the  masses,  the 
LS400  was  also  designed  to  please 
the  individuaLPerhaps  that's  why  peo- 
ple who  know  cars  consider  it  a  great 
automobile  rather  than  the  newest 
status  symbol. 

Just  ask  the  experts.  Since  day 
one,  they've  maintained  there's  noth- 


ing on  the  road  quite  like  a  Lexus. 

This  theory  is  easily  supported. 
All  you  have  to  do  is  put  your  foot 
on  the  gas.  The  automobile's  250-hp 
V8  will  keep  you  from  being  intimi- 
dated by  traffic. 

Its  looks,  of  course,  will  keep 
you  from  being  confused  with  it. 


© 


The  Relentless  Pursuit  Of  Perfection. 


1 1990 /.exit*.  -1  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,  call  800-872-5398  (800-USA-LEXUS). 


The  merger  wave  has  not  ended  in  the  pharmaceutical 
business.  The  implications  aren't  necessarily 
bullish  for  everyone. 


An  industry  top  2 


s 


By  Howard  Rudiiitsky 

The  past  two  years  have  witnessed  a 
half-dozen  large  pharmaceutical  in- 
dustry mergers  and  major  marketing 
alliances,  including  Bristol-Myers/ 
Squibb,  Marion/Merrell  Dow, 
SmithKline/Beecham  and  Rhone  - 
Poulenc/Rorer.  In  takeovers,  Ameri- 
can Home  Products  bought  A.H. 
Robins  and  Roche  acquired  a  control- 
ling interest  in  Genentech.  The  con- 
solidation trend  is  not  over.  By  some 
drug  industry  analysts'  reckoning,  at 
the  end  of  the  decade  a  third  of 
today's  20  largest  U.S.  drug  compa- 
nies will  have  merged,  bought  or  be- 
come niche  players. 

Potentially    vulnerable    are    drug 
companies  with  strong  cash  flows  and 


modest  debt,  but  whose  bestselling 
drugs  are  coming  off  patent  when  the 
costs  of  launching  new  drugs  are  sky- 
high,  and  whose  new- product  pipe- 
lines are  average  at  best. 

Consider  SmithKline  Beecham. 
Before  the  merger,  SmithKline  Beck- 
man  ran  into  trouble  when  its  lucra- 
tive ulcer  drug,  Tagamet,  got  hit  with 
competition  from  drugs  like  Glaxo's 
Zantac  and  Merck's  Pepcid.  Tagamet 
accounted  for  nearly  one-half  of 
Smith-Kline  Beckman's  earnings  in 
1988,  and  its  U.S.  patent  expires  in 
1994.  Without  big  new  drugs  at  hand 
to  replace  Tagamet,  SmithKline 
Beckman  got  gobbled  up  by  Britain's 
Beecham  in  1989. 


SmithKline  may  not  be  an  excep- 
tional case.  In  five  years,  says  Wed- 
bush  Morgan  Securities  drug  analyst 
David  Saks,  drugs  that  currently  ac- 
count for  about  $10  billion  of  the 
industry's  $38  billion  in  sales  will  be 
coming  off  patent.  These  drugs  will 
include  Marion  Merrell  Dow's  Cardi- 
zem,  Bristol-Myers  Squibb's  Capoten 
and  Eli  Lilly's  Ceclor. 

As  a  result,  companies  like  Marion 
Merrell  Dow,  American  Home  Prod- 
ucts, Syntex,  Warner-Lambert  and 
Upjohn  could  either  suffer  Smith- 
Kline's  fate  or  have  to  acquire  other 
companies  to  broaden  their  drug 
product  lines.  Among  the  handful  of 
potential  buyers  could  be  a  large  Eu- 
ropean drug  company  wanting  to  es- 
tablish a  major  presence  in  the  U.S. 

According  to  Paul  Brooke,  Morgan 
Stanley's  highly  regarded  health  care 
analyst,  "The  single  most  fundamen- 
tal change  shaping  the  industry  is  the 
acceleration  of  the  rate  of  erosion  of 
older  products."  The  lead  time  be- 
tween the  appearance  of  a  pioneering 
drug  and  another  one  to  compete 
against  it  is  dwindling  to  as  little  as 
three  years,  compared  with  five  to 
seven  years  a  decade  ago. 
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Drug  testing  at  Bristol-Myers  Squibb  lab  in  Wc  -igford,  Conn. 

Finding  ways  to  spread  the  high  cost  of  drug  research  across  a  global  sales  base. 
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Faced  with  these  shrinking  product 
life  cycles,  firms  must  try  to  get  as 
many  new  drugs  onto  the  market  as 
soon  as  they  can.  Yet  it  now  costs 
$231  million  (including  failures  and 
lost  opportunity  costs)  to  bring  a  new 
commercial  drug  to  market. 

The  Pharmaceutical  Manufacturers 
Association  expects  its  members'  R&D 
spending  to  rise  13.6%  this  year,  to 
over  $9  billion.  And  sales  and  market- 
ing costs  have  been  climbing  by  about 
15%  annually  (to  $10  billion,  about 
25%  of  sales,  last  year)  with  only  a 
moderate  letup  expected. 

With  the  development  and  approv- 
al of  new  drugs  taking  so  long — over 
ten  years — it  becomes  harder  for 
smaller  firms  to  wait  out  the  lengthy 
testing  and  FDA  review  process  unless 
they  have  other  drugs  to  fall  back  on. 

To  compete  effectively  against  gi- 
ant European  drug  companies  with  a 
U.S.  presence,  like  SmithKline  Bee- 
cham,  Glaxo,  Hoechst,  Bayer  and 
Ciba-Geigy,  U.S.  drug  companies 
will  have  to  spend  ever  larger  sums  on 
R&D,  spreading  the  cost  over  a  large 
global  sales  base.  Eastman  Kodak 
found  this  out  the  expensive  way. 
Kodak  paid  over  $5  billion  to  acquire 
Sterling  Drug  in  1988.  But  despite  a 
research  and  development  budget  of 
$250  million,  15%  of  revenues,  with- 
out a  large  overseas  presence  Sterling 
couldn't  compete  worldwide. 

So  in  January  Kodak  decided  to 
have  Sterling  Drug  join  forces  with 
France's  Sanofi  to  obtain  greater  in- 
ternational marketing  penetration  for 
Sterling  and  a  doubling  of  R&D  bud- 
gets. Even  so,  it  will  take  some  time 
for  Kodak  to  reap  any  meaningful 
returns  on  its  Sterling  investment. 

While  their  costs  of  drug  discovery 
continue  to  rise,  the  drugmakers' 
prices  are^  expected  to  come  under 
pressure,  especially  in  the  U.S.  mar- 
ket. This  would  be  unprecedented  in 
an  industry  that  enjoys  not  only  tre- 
mendous pricing  power  but  which 
has  also  streamlined  operations — wit- 
ness average  gross  margins  of  nearly 
70%  today,  up  from  55%  in  1980.  In 
the  1980s  drug  prices  rose  much  fast- 
er than  the  Consumer  Price  Index, 
partly  because  of  the  growing  number 
of  retirees  in  funded  benefit  plans  and 
more  complex,  expensive  drugs  com- 
ing on  the  market. 

Increasingly     powerful     managed 


Merck 
points 
the  way 


The  drug  business  is  one 
of  the  key  industries  in 
which  U.S.  companies 
arc  more  than  holding  their 
ground  against  the  Japa- 
nese. Total  share  of  the 
U.S.  market  held  by  Ja- 
pan's drug  firms:  3%. 

On  the  other  hand, 
foreign  drug  companies  are 
making  inroads  into  Ja- 
pan's highly  lucrative  $30- 
billion-a-year  prescrip- 
tion drug  market.  Morgan 
Stanley's  Hiroshi  Na- 
kagawa  figures  the  aggre- 
gate market  share  for  the 
top  30  foreign  drug  compa- 
nies (more  than  a  third 
American)  doing  business 
in  Japan  will  grow  to 
close  to  30%  in  the  second 
half  of  the  1990s. 

Many  foreign  drug 
companies  originally  joined 
with  Japanese  firms  to 
gain  access  to  local  market- 
ing and  distribution  net- 
works. Now  the  foreigners 
are  terminating  the  part- 
nerships and  becoming 
powerful  competitors. 

Among  the  more  suc- 
cessful foreign  drug  com- 
panies in  Japan  is  Merck, 
which  in  the  early  Eighties 
acquired  a  majority  stake 
in  a  Japanese  pharmaceuti- 
cal firm.  Merck's  estimat- 
ed Japanese  sales  last  year 
were  $750  million,  mak- 
ing it  the  eleventh-ranking 
drug  company  in  Japan. 

Japan's  per  capita  con- 
sumption of  prescription 
drugs  is  two  to  three 


times  that  of  the  U.S.'  Ja- 
pan spends  6%  of  its  GNP 
on  health  care  (versus  11% 
to  12%  in  the  U.S.),  ac- 
cording to  the  U.S.  Phar- 
maceutical Manufactur- 
ers Association.  But  30%  of 
Japan's  health  care  bill  is 
spent  on  drugs  (versus  7% 
in  the  U.S.).  Once  every 
two  years  the  government 
reduces  drug  prices.  But 
costs  remain  high.  One  rea- 
son: Japanese  doctors  get 
a  cut  of  whatever  prescrip- 
tion drug  sales  they  gen- 
erate. Thus  a  patient  may 
get  five  to  six  different 
prescriptions  a  visit. 

Nakagawa  doubts  this 
cozy  system  will  last  indefi- 
nitely. He  predicts  "se- 
vere international  competi- 
tion and  the  rationaliza- 
tion of  the  medical 
system,"  which  will  lead 
to  mergers,  and  possibly  ac- 
quisitions of  drug  firms 
by  large  Japanese  pharma- 
ceutical houses. 

Does  that  mean  major  ac- 
quisitions of  U.S.  firms  by 
the  Japanese?  For  now, 
probably  not.  P.  Reed 
Maurer,  who  represents  the 
U.S.  Pharmaceutical  Man- 
ufacturers Association  in 
Japan,  says  Japanese  firms 
will  concentrate  on  build- 
ing U.S.  market  share  grad- 
ually while  looking  for 
market  niches.  Most  likely 
acquisition  targets:  biotech 
firms  and  companies  with 
unique  drug  delivery 
systems.  -H.R.  WM 


health  care  groups  are  trying  to  com- 
press those  ballooning  prices.  Last  fall 
Congress  ignored  drug  industry  ob- 
jections and  passed  legislation  en- 
abling states,  under  the  Medicaid  pro- 
gram, to  obtain  price  discounts  on 
$3.5  billion  of  drugs  dispensed  annu- 
ally. Under  the  law,  starting  this  year, 
states  can  demand  the  large  discounts 
already  provided  to  other  big  custom- 
ers like  the  U.S.  government  and 
private  groups  like  Health  Mainte- 


nance Organizations.  Medicaid  ac- 
counts for  about  10%  of  the  drug 
industry's  domestic  revenues.  Some 
analysts  estimate  the  new  law  could 
cost  the  industry  up  to  1%  to  2%  this 
year  in  earnings  growth. 

A  potentially  more  ominous  cloud 
on  the  pricing  horizon:  Managed 
health  care  firms  in  the  private  sector 
are  just  starting  to  look  at  the  cost  of 
outpatient  drugs,  which  account  for 
75%  of  drug  revenues.  The  accelera- 
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absolute! 


Once  again,  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerships  with  industry 
leaders,  like  Microsoft,  to  work  for  you. 
From  March  11  through  June  30, 
1991,  Compaq  will  give  you  a  free 
Microsoft  BallPoint  mouse  (a  $175 
value)  when  you  buy  a  COMPAQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  LTE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Personal  Computer. 


The  Microsoft  BallPoint  is  an  exciting  new 
pointing  device  that  clips  onto  either  side  of  your 
keyboard  and  goes  anywhere  your  PC 
goes.  Then  with  a  flick  of  the  thumb, 
it  lets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet,  it  offers  a  new  way  to  tap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  small. 


did  March  II.  1991 ,  Ihrough  Juni  ur  dealer  for  detail  |    tws i rwlhere ayberi 
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COMPAQ 
LTE  286 


COMPAQ 
LTE 


MO 


Longer  battery  life,  so  you  can  work  without  inter- 
ruption. More  fixed  disk  drive  storage,  so  you  can 
take  on  bigger  tasks.  Better  performance,  so  you 
can  work  faster. 

In  other  words,  more  of  what  you  want  and 
less  of  what  you  don't.  Namely,  unwanted  pounds 
and  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
COMPAQ  PCs  endure  the  industry's  most  exhaustive 
tests  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 
To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

comma 

It  simply  works  better. 


Pharmaceuticals 


New  drug  approvals:  more  critical  than  ever  for  drug  companies 

Company 


American  Home  Products 
Bristol-Myers  Squibb 
Glaxo  Holdings 
Eli  Lilly 

Marion  Merrell  Dow 

Merck 

Pfizer 

Schering-Plough 

SmithKline  Beecham 

Syntex 

Upjohn 

Warner-Lambert 

"Percent  U.S.  ethical  drug  sales  off  patent  1987-94  versus  1989  U.S.  ethical  drug  sales  only.  These  figures  supplied  by  David  Saks  of  Wedbush  Morgan  Securities. 
tResults  benefited  from  1989  merger.    tPro  forma  basis. 


1990  sales 

worldwide      total  U.S. 

%  U.S. 
ethical  sales 

1990 

-EPS 

%  change 

-      Price/ 
earnings 

recent 

— Price 

52-week 

($bil) 

($bil) 

off  patent* 

vs  1989 

ratio 

high 

low 

$6.8 

$4.6 

87% 

$3.92 

10.7% 

,        14 

563/s 

595/a 

43 

10.3 

7.0 

26 

3.33 

13?.9t 

23 

763/s 

78Vs 

51 

5.4 

2.1 

20 

2.02 

23.2 

19 

38 

40'/4 

24'/? 

5.2 

3.3 

44 

3.90 

21.9 

19 

753/4 

903/s 

61  Vs 

2.5 

1.8 

100 

1.72 

20.3t- 

22 

38'/2 

39V8 

21 

7.7 

4.1 

20 

4.56 

20.1 

23 

103% 

109 

68'/8 

6.4 

3.5 

78 

4.77 

18.1 

22 

104 

109 

55 

3.3 

1.9 

66 

2.50 

19.6 

20 

49'/s 

52'/4 

383/8 

8.7 

3.9 

74 

3.95 

12.0* 

15 

58 

62 

33% 

1.7 

1.2 

90 

3.50 

29.6 

22 

763/4 

78'/2 

483/4 

3.0 

1.8 

91 

2.48 

42.5 

19 

467/s 

48 

33 

4.7 

2.4 

100 

3.61 

18.4 

20 

73 

82'/4 

50'/2 

Drug  company  earnings  gains  are  strong  across  the  board.  But  some 
companies  facing  patent  expirations  in  the  U.S.  will  find  future  gains 
tougher  to  come  by  unless  they  win  approval  for  major  new  drugs. 


tion  of  drug  utilization  reviews  by 
third-party  insurance  reimbursement 
managers  over  the  next  several  years, 
say  some  analysts,  will  prove  more  of  a 
threat  to  drug  company  profit  mar- 
gins than  Medicaid  discount  pricing. 

In  a  few  years  managed  care  service 
operators  like  HMOs  and  mail  order 
firms  will  implement  sophisticated 
drug  reviews  in  an  attempt  to  slow 
rising  drug  costs.  To  drug  companies' 
dismay,  the  HMOs  are  increasingly  us- 
ing drug  formularies,  which  typically 
allow  only  one  drug  to  be  reimbursed 
in  each  category.  These  operators  will 
generate  enough  buying  volume  to 
obtain  discounts  even  on  drugs  that 
are  patented. 

Already  the  largest  mail  order  drug 
company,  Fair  Lawn,  N.J. -based 
Medco  Containment  Services  (see  sto- 
ry, p.  60),  recently  signed  up  a  half- 
dozen  drug  companies  in  its  Prescrib- 
ers  Choice  program. 

High-powered  research  drug  com- 
panies like  Pfizer  and  Eli  Lilly  still 
haven't  signed  up,  however.  They 
have  that  luxury  because  they  hold 
many  leading  patented  drugs  and 
have  strong  reputations  with  physi- 
cians who  prescribe  their  products. 
But  others  aren't  as  fortunate. 

What  of  prices  overseas,  where  big 


U.S.  drug  companies  book  about  40% 
of  their  sales?  Tougher  going  here, 
too.  According  to  Donaldson,  Lufkin 
&  Jenrette  health  care  analyst  Kent 
Blair,  drug  prices  had  been  high  in 
countries  like  Germany  and  the  Neth- 
erlands. But  in  the  last  two  years 
Germany  has  been  cutting  drug 
prices,  and  the  Netherlands  is  likely  to 
follow  suit.  Prance  recently  an 
nounced  a  21%  cut  on  four  drugs, 
including  Lilly's  Prozac  and  Merck's 
Zocor.  Overall,  some  analysts  figure 
that  by  the  mid-1990s  the  EC  could 
reduce  drug  prices  by  as  much  as  1 5%. 
A  few  bright  spots:  By  consolidat- 
ing their  operations  abroad,  drug 
companies  can  make  them  more  effi- 
cient. Also,  many  drug  companies 
today  have  modest  amounts  of  debt 
and  will  be  able  to  absorb  the  weaker 
firms.  John  Wilkerson,  chairman  of 
the  Wilkerson  Group,  a  New  York- 
based  health  care  management  con 
suiting  firm,  is  optimistic  about  the 
industry  despite  the  pressures.  I  Ic 
thinks  some  of  the  old-line  companies 
could  use  their  financial  resources  to 
invest  in  or  buy  into  the  rapidly  grow 
ing  biotech  companies — Cctus,  Bio- 
gen,  Immunex,  British  Biotechnolo 
gy,  Centocor.  Wilkinson  believes  the 
industry    is    consolidating,    but    he 


thinks  the  consolidation  will  be  cen- 
tered on  specific  therapeutic  catego- 
ries. Por  example,  in  a  major  class  of 
drugs  to  treat  hypertension,  called 
ACE  inhibitors,  Merck  already  con- 
trols around  45%  of  the  market.  In  the 
diabetes  area,  leader  Lilly  would  like 
to  add  to  its  strong  product  line. 

And  Merck's  chairman.  Or.  P.  Roy 
Vagelos,  is  projecting  a  bctter-than- 
10%  overall  domestic  market  share  for 
his  company — soon,  up  from  8%  five 
years  ago. 

What  docs  all  this  mean  to  inves 
tors?  It  could  mean  that  some  compa- 
nies will  be  taken  over  at  a  premium 
and  thus  give  investors  some  quick 
profits.  But,  for  the  industry  as  a 
whole,  while  earnings  look  strong 
now,  in  five  years  the  picture  could 
change.  Which  may  explain  why  the 
industry's  average  [nice/earnings  ra 
tio  is  just  10%  higher  than  for  the 
market  as  a  w  hole.  The  market  may  be 
worried  about  .\n  anticipated  profit 
margin  squeeze. 

As  Morgan  Stanley's  Paul  Brooke 
says,  "The  most  tangible  evidence  of 
the  strategic  changes  that  are  occur 
ring  is  the  enormous  amount  ol  meir, 
cr  ami  acquisition  activitj  that  oc- 
curred in  1989  and  1  WO.  Such  acth  i 
ty  is  typical  of  an  industry  top."     §■ 


52 


Forbes  ■  \pril  15,  l4>"l 


POSTAL 
INCREASE 


COMPLETE 
ADDRESSING 
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ZIP  +  4 
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BAR    CODING 
ENVELOPES 


AUTOMATED 
MAIL 


NON-PRESORT 
DISCOUNTS 


These  days,  with  new  postal  rates  and 

more  complex  mailing  options,  most  businesses  could 

find  themselves  in  the  dark.  That's  why  Pitney  Bowes, 

with  over  70  years  of  experience  in  developing  mail 

systems  and  solutions,  is 

committed  to  not  only  guide  you  through  all  the  changes, 

but  also  to  show  you  how  to  gain  substantial 

savings. 


No  matter  what 

size  your  business,  large  or  small,  we  can  show 

you  how  to  make  your  mail  more  deliverable  and  help 

you  meet  all  the  technological 

challenges  coming  your  way.  To  find  out  how  Pitney 

Bowes  can  help  your  business  make  the  transition 

through  the  new  postal  rates  and  changes, 

call  1-800-MR-BOWES.  Ext.  3031 


Get  Smarter.  Get  Tougher.  Get  Better.  Get  Pitney  Bowes   |p  Pitney  Bowes 


AIG  Issues  Forum 


Why  reformingour  lia 
America  is  to  succeeo 


Excessive  liability  awards  make  it  tough 
for  u.s.  companies  to  compete. 

We  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  suffered. 

But  when  our  courts  expand  the  traditional 
concepts  of  liability,  causing  defendants  to  pay 
excessive  compensation,  we  add  to  the  costs  we 
all  pay  for  goods  and  services.  We  encourage 
companies  to  stop  research  and  development  on 
new  products.  And  we  even  make  it  harder  for 
American  companies  to  compete  overseas. 

Paying  a  hidden  tax. 

In  reality,  the  American  system  of  liability  has 
become  the  source  of  a  hidden  tax  on  our 
economy- a  tax  that  can  account  for  as  much  as 
50%  of  the  price  paid  for  a  product. 

What's  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year— a  sum 
equal  to  the  combined  profits  of  the  nation's  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
for  example,  that  there  are  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  it  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets? 

Uncertainty  stifles  enterprise. 

The  unpredictability  of  our  liability  system  is 
also  enormously  costly  to  American  competitiveness. 
For  example,  in  a  recent  survey  of  CEOs,  the 
Conference  Board  found  that  worry  about 
potential  liability  lawsuits  caused  47%  of  firms 
surveyed  to  discontinue  one  or  more  product  lines. 
What's  more,  25%  stopped  certain  product 
research  and  development,  and  39%  decided 


against  coming  out  with  a  new  product. 
Meanwhile,  our  overseas  competitors  continue  to 
research  and  develop  new  products  at  an  ever- 
increasing  pace. 

Are  we  controlling  risks 
or  increasing  them? 

When  we  give  a  drunk  driver  the  right  to  sue 
an  automaker  or  highway  engineer  for  a  million 
dollars  after  a  crash,  are  we  controlling  risk? 

Or  just  encouraging  risky  and  careless 
behavior? 

If  you  are  a  manufacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the  art  safety 
features.  Even  if  your  customer  misused  il  against 
your  instructions.  Even  if  the  risks  ol  misuse 
were  obvious. 

When  fear  of  lawsuits  causes  physicians  to  limn 


ty  system  is  essential  if 
n  overseas  markets. 


services  to  patients— or  worse,  to  abandon  their 
practice  altogether— lack  of  adequate  treatment 
means  greater  risks  for  everyone. 

Is  this  controlling  risk  or  increasing  it? 

It's  an  unhealthy  and  dangerous  situation  that 
needs  correcting. 

We  must  reform  our  "deep  pockets" 
approach  to  liability. 

Specifically,  we  need  to  change  our  approach 
and  base  liability  suits  on  fault. 

Our  current  system  often  encourages  the 
frivolous  suing  of  those  with  the  ability  to  pay— in 
other  words,  those  with  "deep  pockets."  But  does 
it  make  sense  to  hold  such  parties  entirely  liable, 
even  if  they  were  only  minimally  at  fault? 

A  MORE  RATIONAL  APPROACH. 

Those  who  suffer  economic  losses  because  of 
another's  negligence  should  be  fairly  reimbursed. 
No  one  could  argue  with  this  principle.  There 
should  also  be  just  compensation  for  pain  and 
suffering  resulting  from  real  and  severe  injuries. 

But  can  we  afford  to  continue  a  system  that 
encourages  litigation  and  financial  judgments 
bearing  lktle  direct  relationship  to  fault  or  to  the 
actual  cost  of  injuries  suffered? 

Clearly,  a  better  approach  is  needed. 

Congress  has  a  role. 

Legislation  providing  a  uniform  product  liability 
standard  would  allow  American  companies  to 
compete  without  the  burdens  of  excessive  liability 
risks.  And  this  would  unclog  the  courts  and  put 
American  business  in  a  stronger  position  as 
barriers  to  international  trade  and  investment  fall. 

There  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  is  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

SO  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  of  our  laws  and  our  values.  It's 
our  values  as  a  society  that  count,  especially  as 
reflected  in  the  courts  and  individual  jury 
decisions. 

Together  our  legislative  and  judicial  branches 
must  recognize  the  damage  being  done  to 
American  competitiveness  from  the  current 
liability  system.  And  help  America  restore  the 
proper  balance. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is  the 
largest  underwriter  of  commercial  and  industrial 
insurance  in  America,  and  the  leading  U.S. -based 
international  insurance  organization. 

Since  we  deal  every  day  with  issues  affecting  the 
future  of  the  world  economy,  it's  understandable  that 
we  champion  reform  designed  to  strengthen  the 
competitive  stance  of  American  business  in  global 
markets. 

Perhaps  you'll  want  to  keep  the  ball  rolling  by 
contacting  your  elected  officials-judges  and 
legislators-with  your  own  views. 

Or  if  you  prefer,  write  Mr.  M.R.  Greenberg, 
Chairman,  AIG,  70  Pine  Street,  New  York,  NY  10270. 


World  leaders  in  insurance 
and  financial  services. 


A  Honda 
showroom 
in  Kawasaki 
Katsuni  Abe  and 
wife  Hatsue 
walked  into 
one  of  Honda's 
American-style 
showrooms, 
where  they  found 
that  Honda's 
styling  is 
getting  a  bit 
old-fashioned. 


A  huge  winner  in  the  1980s,  Honda  rested  on  its 
laurels  and  lost  ground  in  the  early  1990s. 

Slipping 

By  Andrew  Tanzer 

Honda  Motor  Co.  was  the  success 
story  of  the  1980s,  atop  U.S.  consum- 
er satisfaction  polls  and  steadily  im- 
proving its  position  in  its  home  mar- 
ket, Japan. 

But  this  year  has  started  badly  for 
Honda  in  both  its  big  markets.  Its  car 
sales  in  Japan  fell  1 8%  in  the  first  two 
months;  even  worse,  market  share  was 
down  to  9.2%  from  10.4%  in  1990.  In 
the  U.S.  two-month  retail  sales  are 
22%  behind  last  year,  and  Honda  has 
slipped  from  fourth  place  to  fifth, 
trailing  Toyota  as  well  as  Detroit's  big 
three.  Net  income  has  held  up  pretty 
well,  compared  to  the  ravages  the 
recession  has  made  on  Detroit's  profit 
and  loss  statements:  In  the  December 
quarter  net  earnings  were  down  26%. 

What's  the  trouble? 

In  Japan  the  problem  is  that  Hon- 
da's styling  and  engineering  is  no 
longer  leading  edge;  Japanese  buyers 


want  the  latest,  and  other  companies 
have  caught  up  with  Honda.  In  the 
home  market,  Honda,  which  sells 
more  cars  in  the  U.S.  than  it  does  in 
Japan,  relies  on  American-style 
showrooms  to  sell  cars  while  the  old- 
er automakers  employ  armies  of 
door-to-door  salesmen.  In  a  sluggish 
market,  the  persistent  doorbell- 
pushers  go  after  the  customers  rath- 
er than  just  waiting  for  them  to 
come  to  the  showroom. 

The  U.S.  troubles  probably  arc  a 
combination  of  a   bad   market   and 
heft)'  incentives  by  other  carmakers 
that  put  Honda  at  a  price  disadvan 
tage  in  retail  and  fleet  sales. 

Don't  count  this  innovative  com 
pany  out.  In  Japan  Honda  has  had  a 
sporty  image  in  contrast  to  its  family 
sedan  image  in  the  U.S.  In  the  home 
market  Honda  is  fighting  back  by 
reemphvsi/.ing  the  sporty  image.  Its 


small  Civic  and  sporty  Prelude  models 
are  about  to  get  a  major  face-lift,  and 
the  Prelude  could  get  a  five-cylinder 
engine,  a  design  that's  been  selling 
well  in  two  more  expensive  Honda 
models.  Last  tall  the  company  rolled 
out  a  heart-thumping,  560,000  all- 
aluminum-body,  midengine  sports 
car  to  rave  reviews.  And  auto  analysts 
expect  Honda  to  launch  an  all-new 
small  sports  car  later  this  year. 

In  the  U.S.  Honda  is  fighting  back 
against  U.S.  makers'  price  incentives 
with  cash  kickbacks  to  dealers,  climb- 
ing up  to  $500  on  Accords. 

Recapturing  Honda's  lost  market 
share  will  not  be  easy,  though.  In  the 
luxury  car  market,  by  far  the  fastest- 
growing  segment  of  Japan's  car  in- 
dustry, Honda's  main  entry,  the  I  eg 
end,  is  being  outsold  by  the  Mitsubi 
shi  Diamante,  Toyota  Lexus  .\n<\ 
Nissan  Infiniti.  In  sporty  cars,  the 
other  major  makers  now  compete 
with  models  of  their  own. 

Nobuhiko     Kawamoto,     Honda*! 
president  and  chief  executive,  has  tak 
en  personal  control  of  all  auio  opera 
tions  in  the  crisis.  I  le  has  Ins  work  CU1 
out  for  him:  In  this  era  of  wide  con 
sumer  choice,  making  great  can  is  not 
enough.  You  also  n^.w\  a  great   im 
age  -and  you  need  lo  keep  working 
on  that  image.  WM 
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Ifyou  ever  doubled  the  value 

ofalong-term  investment  philosophy 

go  back  to  your  childhood 


Now  see  howour  long-term 
approach  to  investing,  in 
mutual  funds  canworkloryou. 

It's  simple.  When  you  hold 
on  to  things,  they  may  really 
pay  off.  But  what's  not  so  sim- 
ple is  knowing  what  to  hold  on 
to  and  what  not  to.  Especially 
when  it  comes  to  mutual  funds. 
We  can  help. 

When  you  invest  with  Merrill 
Lyncli,  you'll  work  with  a 
Financial  Consultant  who  has 
been  thoroughly  trained  to 
help  you  determine  your  needs 
and  develop  an  asset  allocation 


investment  strategy  based 
on  the  level  of  risk  you're  com- 
fortable with  to  meet  them. 

Your  Financial  Consultant 
will  be  able  to  offer  you  a  family 
of  Merrill  Lynch  mutual  funds 
tailored  to  meet  a  range  of 
investment  objectives.  You  may 
also  learn  about  Merrill  Lynch 
mutual  funds  through  your 
employer-sponsored  program. 

You  can  be  assured  that  as 
diverse  as  our  funds  are,  over- 
all, they  are  all  guided  by 
an  investment  philosophy  that 
stresses  value. 
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•The  FORBES  Magazine  Collection.  New  Vbrk 


So,  why  not  call  one  of  our 
Financial  Consultants  today? 
Especially  if  you  can't  find  that 
old  shoebox  filled  with  toy 
soldiers. 

For  more  complete  information  on  Merrill 
Lynch  mutual  funds,  including  prospectuses 
that  outline  all  charges,  fees  and  expenses, 
contact  a  Merrill  Lynch  Financial  Consultant. 
Please  read  prospectuses  carefully  before  you 
invest  or  send  money. 

Merrill  Lynch  Mutual  Funds 
Call  your  Financial  Consultant  or 
1-800-637-7455,  ext.  6822 


Merrill  Lynch 

A  tradition  of  trust. 


If  the  experience  of  buying  and  owning  a  car 
hasn't  changed  much  in  over  ninety  years,  why  would 
Infiniti  commit  to  changing  it  overnight? 


Perhaps  it  has  something  to  do  with  the  simple 
fact  that  most  people  think  the  expe- 
rience isn't  everything  it  should  be. 
And  that  seemed  like  reason  enough. 

So  we  changed  the  idea  of  just 
selling  cars,  to  the  idea  that  a  relation- 
ship between  buyer,  car,  and  dealer 


should  be  part  of  a  single,  completely  satisfying 
experience.  One  that  starts  from  the  moment  you 
walk  into  a  showroom,  and  continues  as  long  as 
you  own  the  car. 

Which  is  why  every  Dealer,  Sales  Consultant 
and  Service  Technician  [in  fact,  every  dealership 
employee]  is  required  to  complete  the  most  compre- 


To  arrange  a  guest  drive,  call  1-800-826-6500. 


Infiniti  warranty  and  service  programs 
are  considered  the  best  in  the  business. 
A  4-year/60,000  mile  new  vehicle  limited 
warranty,  with  6-year/70,000  mile  limited 
powertrain  warranty.  Plus,  roadside 
assistance  and  a  free  loaner  car,  whenever 
you  make  a  service  appointment. 


Every  Infiniti  dealership  employee  is  required 
to  complete  the  most  intensive  automotive 
training  program  in  the  world.  They  learn  to 
understand  the  benefits  of  advanced  technol- 
ogy, as  well  as  the  value  of  a  happy  customer. 


This  is  where  it  all  begins.  A  quiet,  comfort- 
able place  where  you  can  consider  the  new 
standards  of  Infiniti  luxury,  performance 
and  service. 


©1991  Infiniti  Division  of  Nissant  HorCorp.  in  U.S.A. 


hensive  automotive  training  program  in  existence. 
They  learn  the  cars,  inside  and  out.  And  even  more 
importantly,  the  demands  and  expectations  of  the 
luxury  buyer. 

We  also  changed  the  way  a  dealership  looks.  Not 
just  for  the  sake  of  beauty.  But  to  achieve  a  simple 
elegance  that's  quiet  and  relaxing.  Because  that's  the 


way  people  would  rather  shop  for  a  luxury  car. 

It's  all  part  of  our  commitment  to  the  Infiniti 
Total  Ownership  Experience.3"  And  a  standard 
feature  of  every  Infiniti  Q45,™  G20™  and  M30" 
coupe  or  convertible.  An  idea  that  is  changing, 
overnight,  the  experience  of  buying  and  owning 
a  car.  And  we  think  you'll  agree,  for  the  better. 


INFINITI 


As  prescription  drug  prices  escalate  and 
the  population  ages,  Marty  Wygod  finds 
more  eager  customers  for  his 
mail  order  drug  company. 

Drugs  by  mail 


By  Howard  Rudnitsky 

Drexel  Burnham  financed  him.  Re- 
tail pharmacists  hate  him.  Some  big 
drug  manufacturers  aren't  sure  how 
to  deal  with  him. 

We're  talking  about  Martin  Wy- 
god, chairman  and  chief  executive  of 
Medco  Containment  Services  Inc. 
Based  in  Fair  Lawn,  N.J.,  Medco  is  by 
far  the  dominant  force  in  the  mail 


sive  growth  in  funded  drug  benefit 
plan  coverage.  Under  5%  of  the  popu- 
lation was  covered  in  1983;  now 
about  40%  is.  Through  its  ten  highly 
automated  pharmacies,  the  company 
mails  maintenance  drugs  through 
900  funded  benefit  drug  plans  of 
corporations,  unions,  hmos  and  state 
retirement  systems. 


Medco  mail  order  pharmacy,  Mechanicsburg,  Pa. 
Lowering  the  price  of  20  million  prescriptions  per  year. 


order  prescription  drug  industry. 
Since  Wygod  bought  the  fledgling 
company  in  1983,  sales  have  mush- 
roomed to  $1.3  billion.  For  a  distri- 
bution business,  margins  aren't  bad; 
net  income  for  the  fiscal  year  that  ends 
in  June  will  hit  a  record  $55  million. 
On  the  basis  of  its  market  power  and 
growth  prospects,  investors  now  val- 
ue Medco  at  over  $2  billion.  Wygod's 
personal  holding  in  the  company  is 
worth  over  $100  million. 

Medco  is  a  beneficiary  of  the  exnjo- 


Because  it  provides  valuable  ser- 
vices  to  the  drug  companies  and  be- 
cause its  huge  purchase  volume  can 
help  a  drugmaker's  market  share, 
Medco  can  extract  price  concessions. 

By  specializing  in  maintenance 
medication  drugs — regular  dosages 
for  abnormal  blood  pressure,  arthri- 
tis, diabetes,  gastrointestinal  prob 
lems  and  other  chronic  ailments — 
Medco  claims  it  can  save  its  customers 
20%  or  more,  relative  to  retail  phar- 
macy prices.  Not  surprisingly,  indc 


pendent  retail  pharmacists  and  state 
pharmacy  boards  have  lobbied  vigor- 
ously to  restrict  mail  order  drug  ser- 
vices, so  far  without  success. 

Born  and  educated  in  New  York 
and  now  a  resident  of  plush  Bedmin- 
ster,N.J.,  Marty  Wygod  was  already 
wealthy  when  he  bought  the  compa- 
ny that  became  Medco  (Forbes,  Feb. 
11,  1985).  In  1983  he  sold  a  home 
health  care  equipment  company,  in 
which  he  had  about  a  10%  stake,  to 
Britain's  B.O.C.  Group  for  about 
$125  million  cash  profit. 

Then  only  43,  Wygod  was  hardly 
ready  to  retire.  He  had  already  made 
up  his  mind  to  get  into  the  mail  order 
drug  business. 

"We  figured  that  cost-containment 
pressures  would  push  health  care  out- 
side the  hospital,"  says  Wygod.  "As  a 
substitute  for  long  stays  and  costly 
surgery,  drugs — particularly  repeat- 
use  drugs — would  rise  dramatically." 
An  astute  analysis:  Maintenance  drug 
costs  have  nearly  doubled  since  1985. 

Operating  through  Porex  Tech- 
nologies Corp.,  a  small,  publicly 
owned  company  he  controlled  at  the 
time,  Wygod  spotted  a  small  mail 
order  drug  company  that  was  supply- 
ing funded  benefit  health  plans.  The 
company,  National  Pharmacies,  had 
revenues  of  about  $25  million  and 
profits  of  about  $400,000.  It  was 
buried  in  Victor  Posner's  APL  Corp. 
and  wasn't  allowed  to  expand. 

Wygod  paid  Posner  $30  million  in 
Porex  stock  and  cash  for  National 
Pharmacies  and  set  out  to  round  up 
business  for  his  new  company.  Within 
six  months  he  had  signed  up  several 
corporate-funded  drug  benefit  plans, 
including  those  offered  by  Alcoa, 
General  Motors  and  Georgia-Pacific. 

With  these  contracts  in  hand  and 
Drexel  Burnham  as  lead  underwriter, 
Wygod  was  able  to  sell  20%  of  Nation 
al  Pharmacies  to  the  public  in  1984. 
(The  name  was  changed  to  Medco 
that  same  year.  Porex  had  held  a  large 
portfolio  ofDrcxcPs  junk  bonds;  this 
was  liquidated,  at  a  loss  of  $42  mil- 
lion, in  fiscal  1990.) 

In  1985  Wygod  acquired  Paul  Pre 
scriptions   from   Computer  Sciences 
Corp.  This  gave  Medco  access  to  a 
national    network   of  40,000   ding 
stores   that    accepted    its   health   care 
card.  The  card  provided  medical  his 
tones  and  other  proprietary  informs 
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We  have  the  edge  you  need  to 
meet  any  financial  challen 
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"the  Principal  Edge.® 

Whatever  path  you  take  in  life,  you'll  face  financial 
challenges  and  opportunities  along  the  way. 

With  The  Principal  Financial  Groupf  you'll  have  all  the 
tools  you  need  to  handle  them.  Each  of  our  financial 
products  and  services,  whether  for  business  or  individuals, 
has  its  own  unique  advantage  built  in. 
There's  the  flexibility  of  our  Adjustable  Life  policy, 
and  the  versatility  of  our  employee  benefit  plans. 
From  pensions  to  home  mortgages  to  mutual 
funds,  The  Principal®  provides  just  the  right, 
finely-honed  financial  tool  to  fit  your  need. 
Today,  and  down  the  road. 

That's  The  Principal  Edge.  To  harn  more 

about  it, call  toll  free: 
1-800-633-0323. 

The  Principal 

Financial  Group, 

Des  Moines,  IA 

50392-0150. 


- 


Products  and  services  offered  through  Principal  Mutual  Life  Ins.  Co.  {The  Principal)  and  its  subsidiaries.  Mutual  funds  distrib- 
uted through  Princor  Financial. Services  Corp.  a  registered  broker  dealer  (prospectus  available  upon  request) .The  Principal 
Financial  Qroup,  Des  MQines,  IA  .50392-0150.  ©1991  Principal  Mutual  Life  Ins.  Co. 
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Marlene  Is  The  SeL 
Concern.  She  Cannot  Sleep 
Well  At  Night  Unless 
She  Is  Certain  you  Will, 


* 


MarlcneVC'ei 
Housekeeper 
Four  Season!  Hotel 

C  llil'.l£'ll 


Her  radiai  A  s  mile  oelies  a  steely  determination  —  to  transform  your  room  into  a  haven  of  tranquility.  With  pillows  1 1  ie 
way  you  like  them,  Fr.    .  h  -milled  soaps,  and  stacks  of  thick  bath  towels,  morning  and  night.  Like  her  untiring  colleagues  win  > 
press  your  jacket  within  i.u  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  messages,     $ 2/ 
Marlene  s  mission  is  to  enhance  your  personal  comfort  and,  in  turn,  your  professional  efficiency  the      Uf^t  tr  Cnarnnr 
)\ving  day.  Which  makes  a  Four  Seasons  Hotel  the  kind  of  investment  you  never  lose  sleep  over.        HOfelS  *  RPSOltS 


Hotels 

united  states 

Austin 

Boston 

Chicago 

Chicago 
(Ritz-Carlton) 

Houston 

Houston 
(Inn  on  the  Park) 

Los  Angeles 
(Beverly  Hills) 

New  York 
(The  Pierre) 

Newport  Beach,  California 

Philadelphia 

San  Francisco 

Seattle 
(The  Olympic) 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

Vancouver 

LATIN  AMERICA 

Mexico  City  (1992) 

EUROPE 

London 
(Inn  on  the  Park) 

Paris  (1993) 

ASIA 

Tokyo  (1992) 

Singapore  (1993) 

Resorts 

Canada 
(Minaki  Lodge) 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

Nevis,  W.I. 

Santa  Barbara 
(The  Biltmore) 

Carlsbad,  California 
(Aviara,  1992) 

Hawaii 
(Kona,  1993) 


For  reservations,  call  your  travel  agent,  or  in  the  U.S. 
call:  (800)  332-3442;  in  Canada  (800)  268-6282. 


FburSeasons 

Hotels*  Resorts 
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Medco  Containment  Services 

tion  on  millions  of  cardholders.  This 
let  Medco  inform  plan  sponsors  of 
employees'  buying  patterns. 

Wygod  was  not  the  first  to  discover 
the  mail  order  drug  business,  but  he 
was  the  most  determined.  At  the  time 
he  bought  National  Pharmacies, 
drugstore  chain  operator  Walgreen 
Co.  was  dominant  in  the  mail  order 
business.  But  Wygod  calculated  that 
Walgreen  would  shy  from  expanding 
its  mail  order  operation  on  the 
grounds  that  doing  so  would  jeopar- 
dize its  drugstore  traffic  and  margins. 

He  calculated  correctly.  Last  year 
Walgreen 's  mail  order  drug  sales  were 


Medco  Chief  Executive  Martin  Wygod 
He  saw  the  mail-drug  opportunity. 


about  $30  million,  50%  less  than  in 
1983.  Walgreen  now  says  it  intends  to 
become  a  major  mail  service  player. 
But  it  lost  its  biggest  opportunity 
when  it  failed  to  beat  out  Wygod 
when  it  could,  in  the  mid-1980s. 

Has  Medco  already  realized  most 
of  its  growth  potential?  Morgan  Stan- 
ley &  Co.  health  care  analyst  Paul 
Brooke  doesn't  think  so.  "Funded 
drug  plan  employers,"  says  Brooke, 
"are  making  growing  efforts  to  con- 
trol soaring  pharmaceutical  costs  by 
shifting  distribution  patterns  away 
from  inefficient  retail  drug  pharma- 
cies to  mass  drug  marketers  like  Med- 
co." Recently,  health  care  providers 
like  the  state  of  Florida,  the  Screen 
Actors  Guild  and  Michelin  have  mod- 
ified their  major  medical  programs  to 
include  a  mail  service  requirement  for 
maintenance  medications. 

Here's  one  way  to  look  at  Medco's 


potential:  In  1990  about  $10  billion 
of  maintenance  drugs  (excluding 
Medicaid)  was  covered  by  funded 
drug  benefit  plans.  But  only  $2  billion 
was  mail  order;  most  of  the  rest  was 
sold  by  retail  pharmacies.  By  1995 
maintenance  drug  costs  will  triple,  to 
$27  billion,  and  mail  order's  share  is 
expected  to  climb  to  $7  billion.  As- 
suming Medco  maintains  its  current 
50%-to-55%  share  of  the  mail  order 
market,  its  sales  could  well  triple  dur- 
ing the  next  five  years. 

With  such  potential  growth  on  the 
horizon,  Medco's  principal  competi- 
tors— a  division  of  Baxter  Interna- 
tional and  J.C.  Penney's  Express 
Pharmacy  Services — are  fighting  for 
market  share.  Under  pressure  from  its 
plan  sponsors,  Medco  will  be  seeking 
ways  to  convince  drugmakers,  facing 
growing  cost  pressure,  to  offer  further 
price  concessions. 

To  further  woo  customers  with  su- 
perior service  as  well  as  lower  prices, 
Medco  recently  introduced  its  Pre- 
scribes Choice  program.  The  pro- 
gram embraces  six  therapeutic  drug 
categories  (hypertension,  for  exam- 
ple, and  ulcers)  in  which  there  are 
drugs  priced  at  various  levels.  When  a 
prescription  for  the  costlier  brand  is 
mailed  to  Medco  in  one  of  those 
categories  and  an  equally  effective 
drug  can  be  prescribed  at  a  lower 
price,  a  Medco  pharmacist  will  notify 
the  prescribing  physician.  The  choice 
of  drugs  is  still  left  to  the  physician, 
but  he  or  she  will  probably  switch  to 
the  cheaper  drug  when  appropriate. 

Naturally,  some  of  the  pharmaceu- 
tical companies  are  leery  of  Medco's 
Prescribers  Choice  program;  a  few, 
including  Pfizer  Inc.  and  Eli  Lilly  & 
Co.,  still  haven't  joined.  But  other 
drug  companies  recognize  that 
Medco  is  preferable  to  the  alternative: 
the  rapidly  growing  formularies — 
cost-containment  programs  run  by 
HMOs  that  offer  reimbursement  for 
only  one  or  two  drugs  prescribed  for  a 
particular  disease.  All  other  drugs  are 
excluded. 

"Formularies  may  lower  drug 
costs,"  says  Wygod,  "but  they  lead  to 
lousy  health  care  because  another 
drug  may  be  more  appropriate.  Our 
program  doesn't  remove  choice." 
Freedom  of  choice  and  cost  control — 
that's  a  powerful  pitch  in  any  business 
but  especially  so  in  health  care.       WM 
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Why  buy  a  fancy  car  when  for  less  money  you  can 
buy  one  of  Frank  Robinson's  helicopters? 

The  bird  man 
of  Torrance 


By  Jerry  Flint 

What  company  produces  the  most 
civilian  helicopters?  Sikorsky?  Bell? 
McDonnell  Douglas?  They  aren't 
even  close.  Last  year  privately  owned 
Robinson  Helicopter  Co.,  of  Tor- 
rance, near  Los  Angeles,  shipped  384 
of  its  two-seater  R22  helicopters, 
more  than  half  the  U.S.  total.  This 
year,  despite  the  recession,  Rob- 
inson's target  is  500. 

Robinson's  R22  is  the  Model  T  of 
helicopters.  Whereas  larger  turbine - 
powered  four-  or  five-place  choppers 
like  Bell's  JetRanger  and  McDonnell 
Douglas'  500  Series  go  for  S500,000 
and  more,  Robinson's  R22  is  priced  at 
just  S104,850,  less  than  the  most 
expensive  luxury  cars.  In  some  cases, 


the  sturdy  little  whirlybird  is  sold  as  a 
personal  transportation  item.  Chrys- 
ler Corp.  President  Robert  Lutz  flies 
one.  "It's  an  absolute  delight  to  fly, 
extremely  responsive  .  .  .  like  a  great 
car,"  reports  Lutz.  But  most  buyers 
purchase  the  R22  for  its  commercial 
uses.  It  serves  as  a  trainer  for  new 
helicopter  pilots,  for  inspection  of 
pipelines  and  powerlines,  and  for  po- 
lice and  news  organizations. 

How  good  is  the  R22?  She  holds 
the  altitude  and  speed  records  in  her 
class.  Says  Frank  L.  Jensen  Jr.,  presi- 
dent of  Helicopter  Association  Inter- 
national, of  Robinson's  copter: 
"How  many  hours  [flown  by  all 
R22s]  worldwide?  Two  million.  How 


many  catastrophic  power  failures? 
Two.  How  many  hours  before  the 
engines  need  an  overhaul?  Two  thou- 
sand. How  many  engines  make  it  to 
the  overhaul  stage?  One  hundred  per- 
cent. That  is  very,  very  good." 

The  creator  of  this  tough  little  bird 
is  Frank  Robinson.  He's  61  now  and 
for  most  of  his  life  has  dreamed  of 
building  and  flying  a  lightweight, 
low-cost,  easy-to-maintain  personal 
helicopter.  He  was  an  engineer  who 
didn't  graduate  until  he  was  27  be- 
cause he  shipped  out  on  freighters  to 
work  his  way  through  the  University 
of  Washington.  Then  he  banged 
around  the  big  helicopter  compa- 
nies— Bell,  Hughes,  Cessna  (the  lat- 
ter once  made  helicopters) — doing 
helicopter  research. 

"Then  I  turned  43,"  says  Robin- 
son. "Somebody  said  that  if  a  man 
doesn't  do  what  he  wants  to  do  by  the 
time  he's  40,  he  won't  do  it.  I  had  to 
gamble." 

Robinson  quit  his  job  at  Cessna  and 
worked  in  the  living  room  of  his  home 
in  Palos  Verdes  for  a  year  and  a  half 
designing  the  prototype.  He  flew  it 
himself  in  1975;  in  1979  the  govern- 
ment stamped  it  airworthy  and  the 
R22  went  into  production. 

Money  was  tight  from  the  begin- 
ning. "When  you  tell  venture  capital- 
Frank  and 
Barbara 
Robinson 
and  his 
R22s 

When  you 
pass  40, 
you  do  it 
or  forget  it. 
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Your  Other 

Financial  Risks 

Are  Covered. 
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INTEREST    RATE    (10  yr.T-Bond  Yields,  5/89- 12/90) 
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EXCHANGE    RATE    (U.S.  Dollar  vs.  Yen,  5/89  -12/90) 


MJ      J     ASONDJ     FMAMJ      J     ASOND 


What  About  Energy  Price  Risk? 
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Many  companies  are  well  pro- 
tected against  risks  associ- 
ated with'currency  and 
interest  rate  fluctuations. 

And  increasingly,  business 
consumers  and  producers  of 
energy  products  -  including 
crude  oil;  natural  gas;  gasoline;      M  J 
and  jet,  diesel,  bunker  and 

residual  fuels  -  are  discovering  that  energy  price  risk 
can  also  be  managed,  providing  greater  control 


Energy  cost (w-ri$Perbbi, 5/89 

12/90) 
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how  to  protect  agains 

energy  price  risk,  call  Davit 

Hammer  (Greenwich,  CT 

at  203/629-7474,  Neil  Bresolin  (London)  a 

4471/721-4582,  or  Van  Lessig  (Singapore)  at  65/250-6088 

(0)  Phibro  Energy 

Leadership 
in  energy 
worldwide 

Phibro  Energy  Companies  are  subsidiaries  of  Salomon  Inc 
Phibro  Energy  AG  is  a  member  ofAFBD 


Robinson  Helicopter 

ists  that  if  all  goes  well,  we  should  be 
profitable  in  five  to  seven  years,  they 
lose  a  lot  of  interest,"  says  Robinson. 
"But  we  had  gotten  publicity  in  the 
trade  press,  and  were  receiving  depos- 
its on  production  aircraft  and  from 
people  who  wanted  to  be  dealers. 
That  kept  us  going." 

In  1979  Robinson  Helicopter  pro- 
duced 8  aircraft.  The  next  year  pro- 
duction climbed  to  78,  and  then  to 
156  in  1981.  But  just  when  every- 
thing looked  so  bright,  disaster 
struck.  Stung  by  rising  fuel  prices  and 
concussed  by  the  litigation  explosion, 
the  light  aircraft  business  collapsed  in 
the  early  1980s;  in  fact,  it  has  never 
fully  recovered. 

Robinson  had  its  own  problems, 
too.  Rotor  blades  on  two  early  R22 
models  failed,  killing  four  people. 
Robinson  redesigned  the  blades  and 
the  manufacturing  process  to  fix  the 
problem,  but  "we  were  a  new  and 
small  company,"  Robinson  recalls, 
"and  that  hurt  us." 

Sales  stalled  and  then  dove — to  88 
units  in  1982,  then  64  in  1983. 
"Things  just  got  worse  and  worse," 
Robinson  remembers.  "We  had  SI 
million  in  accounts  payable  a  year  past 
due.  There  was  a  time  when  we  didn't 
know  where  we  were  going  to  get  the 
payroll.  The  dark  years,  they  were 
really  dark." 

Here's  a  surprise.  The  litigation 
explosion  did  not  kill  the  little  compa- 
ny. Convinced  of  his  product's  safety, 
Robinson  has  gone  without  liability 
insurance.  That,  he  guesses,  saves 
around  SI  million  a  year.  And  of  the 
three  liability  cases  that  have  reached 
trial,  Robinson  has  won  all  three; 
other  cases  have  been  dismissed  or 
settled  for  reasonable  sums. 

To  combat  rising  premiums  on 
damage  insurance,  Robinson  worked 
a  co-op  deal  with  an  insurance  compa- 
ny. To  lower  rates,  he  did  the  repairs 
and  his  wife,  Barbara,  sold  the  poli- 
cies, saving  commissions.  "We  made 
money  on  the  insurance.  We  kept 
lowering  rates,  but  we  kept  making 
money." 

As  the  economy  began  booming  in 
the  mid-1980s,  Robinson's  business 
turned  around.  It  has  been  growing 
fast  ever  since.  Helicopters  sold 
reached  204  in  1988,  310  in  1989, 
384  last  year;  Robinson  hopes  they'll 
exceed  500  units  this  vear.  More  than 


Pat  your 
head 
and  rub 
your 
tummy 


If  you  have  trouble 
walking  and  chewing  gum 
at  the  same  time,  forget 
about  flying  a  helicopter. 
"A  lot  of  things  are  hap- 
pening real  fast,"  says  Ken 
Kunke,  helicopter  in- 
structor at  FlightSafety  In- 
ternational's facility  at 
Dothan,  Ala.  Both  feet, 
both  hands  and  your 
wrist  can  be  doing  very  dif- 
ferent things  all  at  the 
same  time. 

The  right  hand  manip- 
ulates the  cyclic,  a  stick  that 
tilts  the  rotor  system  for 
direction.  The  left  hand  is 
on  the  collective,  which 
controls  lift  with  the  pitch 
or  angle  of  the  rotor 
blades.  The  throttle  is  a 
twist  affair  for  the  left 
hand,  like  a  motorcycle 
throttle.  The  feet  are  for 
antitorque  pedals,  control- . 
ling  the  pitch  in  the  heli- 
copter's tail  rotor. 

"Nothing's  more  fun 
than  watching  a  guy  trying 
to  get  all  those  controls 
going  the  first  time,"  says 
Kunke.  He  adds  that  heli- 
copters are  more  fun  than 
airplanes:  "You  can  hov- 
er, you  have  total  control, 
you  are  flying  lower  and 
slower,  and  you  don't  have 


to  go  to  an  airport  to 
land.  You  experience  such 
freedom." 

Kunke,  53,  suggests 
it's  best  to  earn  a  fixed-wing 
pilot's  certificate  first. 
"You  learn  the  basics — 
talking  to  the  tower,  ob- 
serving other  traffic,  learn- 
ing traffic  patterns — in  a 
less  stressful  situation." 
The  minimum  40  hours 
of  flight  time  required  by 
the  Federal  Aviation 
Agency  to  qualify  for  a  li- 
cense are  split  20  with  an 
instructor,  20  solo. 

There's  also  academic 
work — maybe  50  hours' 
worth — and  tough  FAA 
written  and  flight  tests. 
Adding  a  helicopter  rat- 
ing to  the  Private  Pilot's 
Certificate  requires  30 
more  flight  hours — 15  in- 
structional, 15  solo. 

Qualifying  for  a  heli- 
copter certificate  alone 
means  a  minimum  of  40 
helicopter  flight  hours:  20 
instructional  and  20  solo. 
Cost:  Kunke  figures  that 
flight  time  with  an  in- 
structor in  a  light  airplane 
will  run  $60  to  $80  an 
hour,  and  $160  to  $200  an 
hour  for  the  helicopter 
instruction.  -JF.  M 


half  the  output  is  sold  abroad,  where 
the  cheap  dollar  makes  his  R22  seem 
like  a  real  bargain. 

Despite  the  strong  sales,  Robinson 
manages  the  company  for  the  next 
downturn.  His  small  ground -floor  of- 
fice looks  out  on  a  parking  lot.  The 
factory  is  next  door.  Barbara  Robin- 
son heads  marketing;  she,  too,  has  a 
helicopter  pilot's  license — not  easy  to 
obtain  (see  box).  Robinson  brings  his 
thermos  of  coffee  from  home.  "He's 
done  it  for  15  years,"  says  Barbara. 
"He's  a  creature  of  habit." 

Robinson  now  has  the  prototype  of 
the  R44,  a  four-seater,  under  test. 
While  it's  bigger  than  the  R22,  the 
principles  arc  the  same:  light  weight, 
low  cost,  simple  design.  Robinson 
hopes  to  price  the  R44  at  half  the  price 


of  other  four-  to  five-seaters,  or  less 
than  $250,000.  He  figures  that  in 
time  he'll  be  selling  1,000  choppers  a 
year — 500  each  of  the  1122s  and  the 
R44s.  "The  R44  will  open  new 
worlds,"  he  says.  "We'll  bring  heli- 
copters to  companies  and  people  who 
didn't  think  they  could  afford  them 
and  create  a  new  market." 

Robinson  says  revenues  of  his  com 
pany — which   he  and   his  wife  own 
lock,  stock  and  barrel— came  to  $48 
million  last  year.  Profits?  "I  can't  sa) 
too  much  about  profit  because  ever) 
thing  available  goes  into  R&D,"  he 
says.  "I  didn't  start  the  company  to 
make  money;  it  was  the  accomplish 
ment.  Ill  hadn't  done  it,  I  would  have 
been  a  disappointed  person.  I'd  have 
wasted  my  life."  ■ 
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THE  SAAB  IS  FASTER,  LARGER. SAFER 
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Money  is  the  measure  of  everything,    piled  by  the  Highway  Loss  Data  Institute 


Or  is  it? 

Here,  with  a  dissent- 
ing view,  is  the  Saab  9000 
CD  Turbo. 

It's  faster  0  to  60  than 
a  BMW  535i.With  a  200-hp 
turbocharged  engine. 

It's  larger  inside  than  a 


The  Saab  900  Series: 
From  $18,295  to  $33,295" 

The  Saab  9000  Series: 
From  $22,895  to  $33,995!' 

For  more  information, 
call  1-800-582-SAAB. 


(HLDI).  And  it's  backed  by 
one  of  the  longest  warran- 
ties in  the  industry:  3  years 
or  40,000  miles  bumper 
to  bumper,  plus  6  years  or 
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Turbo,  and  pocket  the  difference. 
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world,  based  upon  accident  reports  com-  leather  upholstery,  a  walnut  dashboard, 
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Federal  policy  aimed  at  saving  the  biggest  banks 
almost  guarantees  a  repeat  of  the  S&L  disaster. 
So  argues  this  authority  on  banking,  who  says 
most  money  center  banks  are  dinosaurs,  and— like 
those  ungainly  creatures— are  doomed. 

Too  big 
not  to  fail 


By  Martin  Mayer 

Even  though  they  rallied  with  the 
rest  of  the  market  this  year,  the  shares 
of  most  big  banks  still  sell  at  a  fraction 
of  their  prices  in  the  mid-1980s.  Citi- 
corp, which  sold  in  the  low  30s  in 
1989,  currently  trades  at  half  that. 
Chase  Manhattan  sold  new  equity  in 
1989  at  $40;  its  recent  price  was 
about  $14.  In  a  richly  priced  stock 
market,  the  big  banks  are  one  of  the 
few  groups  left  selling  at  big  discounts 
from  book  value.  Some  of  the  recent 
highfliers  are  also  dragging  about  in 
the  dust  of  deficiency,  like  Michigan 
National  and  C&s/Sovran. 

Those  wondering  why  the  bank 


stocks  have  been  relatively  weak  can 
find  the  answer  in  a  recent  report  on 
deposit  insurance  by  the  General  Ac- 
counting Office.  "For  the  three  years 
1987-89,"  the  gao  told  its  congres- 
sional masters,  "dividend  payments  in 
banks  with  assets  over  $10  billion 
exceeded  net  income,  thereby  signifi- 
cantly weakening  their  capital  posi- 
tion. In  short,  the  banks  have  been 
paying  dividends  out  of  capital,  not 
out  of  real  earnings." 

While  the  banks  said  they  were 
beefing  up  their  capital  ratios,  and  the 
banking  regulators  said  they  should 
be  believed,  that  increased  book  value 


was  created  by  selling  the  crown  jew- 
els— the  property  in  Frankfurt  or  To- 
kyo, the  credit  card  portfolio,  the 
Swiss  branch  with  the  "private  bank- 
ing" business.  Among  those  selling 
such  assets  were  household  names: 
Chase  Manhattan,  Chemical  Bank, 
Manufacturers  Hanover,  Continental 
Bank,  First  Chicago,  Security  Pacific. 

The  authorities  seem  committed  to 
keeping  these  giants  alive  and  healthy. 
Federal  bank  regulators  have  all  said 
that  they  want  the  banks  to  be  more 
profitable.  The  Treasury  Depart- 
ment's proposals  for  modernizing  the 
financial  system  stress  the  need  to 
enhance  the  value  of  the  banking 
franchise,  somehow. 

Thus,  rather  than  pushing  for  a 
long  overdue  shakeout,  in  early 
March  the  bank  regulators  launched 
themselves  vigorously  down  the  to- 
boggan slide  constructed  ten  years 
ago  by  the  thrift  regulators  for  their 
part  of  the  industry.  They  came  up 
with  "clarifications"  in  their  account- 
ing rules  to  encourage  banks  to  hide 
the  extent  of  their  losses  from  dumb 
loans.  Under  the  new  rules,  for  exam- 
ple, banks  will  be  permitted  to  value 
the  real  estate  that  secures  their  non- 
performing  loans  according  to  what 
they  think  it  will  be  worth  some  years 
down  the  road,  without  reference  to 
its  current  value — and  they  won't 
have  to  count  the  cost  of  carrying  the 
property  to  that  destination  in  mak- 
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ing  the  evaluation.  The  Fed  has  even 
hinted  at  paying  interest  on  the  mon- 
ey the  banks  have  in  their  reserve 
accounts,  though  this  is  really  money 
the  Fed  has  created  itself  by  purchas- 
ing Treasury  bills  in  the  open  market. 

The  stock  and  bond  markets  are 
more  perceptive  than  the  regulators. 
Despite  the  kindly  new  regulations, 
most  large  banks  continue  to  sell  for 
only  about  two-thirds  of  their  assert- 
ed book  value  in  a  market  where 
industrial  companies  sell  at  almost 
three  times  their  book  value. 

The  markets  understand — even  if 
the  regulators  don't — that  trying  to 
make  the  banks  look  more  profitable 
is  what  got  the  regulators  into  this 
mess  to  begin  with.  By  encouraging 
the  banks  to  stretch  their  capital  re- 
sources, the  authorities  helped  un- 
leash an  army  of  loan  officers  almost 
thrusting  loans  at  people.  Regulators 
permitted  bank  managements  to 
adopt  the  doctrine  that  the  smaller 
the  equity,  the  greater  the  return  on 
equity.  The  logical  conclusion:  The 
most  profitable  bank  would  be  the 
one  with  the  least  capital  in  relation  to 
its  loans  and  investments. 

This  doctrine  was  clearly  enunciat- 
ed in  the  1970s  when  Walter  Wriston 
of  Citicorp  and  George  Vojta,  now  of 
Bankers  Trust,  wrote  an  influential 
pamphlet.  They  argued  that  in  the 
modern  world  big  banks  don't  need 
any  capital,  because  the  purpose  of 
capital  is  to  assure  liquidity  and  the 
market  would  always  be  willing  to 
supply  money  to  a  major  international 
bank.  Wriston's  tenure  at  Citicorp,  as 
current  Chairman  John  Reed  recently 
pointed  out  (with  a  chart)  at  a  meet- 
ing of  the  Citicorp  board,  was  most 
significantly  marked  by  a  decline  from 
almost  10%  to  less  than  5%  in  the  ratio 
of  the  bank's  capital  to  its  total  as- 
sets— even  after  that  capital  is  boosted 
by  charitable  valuations  of  the  Third 
World  debt  Wriston  accumulated. 

But  regulators  can  no  longer  help 
bankers  make  such  charitable  valua- 
tions. Lawsuits  growing  out  of  the 
auditors'  involvement  in  the  S&L  di- 
saster have  terrified  the  accounting 
profession.*  A  recent  letter  from  the 
Public  Oversight  Board  of  the  SEC 
practices  section  of  the  American  In- 
stitute of  Certified  Public  Accoun- 
tants warns  accountants:  ''These  are 
times  in  which  the  future  of  your 


profession  as  you  have  practiced  it 
may  be  in  peril.  .  .  .  The  burden  more 
than  ever  before  is  upon  the  individ- 
ual auditor  to  exercise  his  professional 
judgment  to  assure  that  the  embar- 
rassments that  have  attended  the  sav- 
ings and  loans  debacle  are  not  repeat- 
ed in  the  context  of  banks." 

Militant  accountants  aren't  the 
only  problem.  The  U.S.  bank  regula- 
tors three  years  ago  made  what  now 
looks  to  Alan  Greenspan  like  a  pact 
with  the  devil.  In  the  Basle  accords 
signed  by  the  central  banks  of  the 
leading  industrial  countries,  all  the 
world's  bank  regulators,  Americans 
included,  promised  to  compel  the 
banks  they  supervise  to  keep  capital  at 
a  prescribed  percentage  of  assets. 

In  real  life,  capital  is  the  difference 
between  the  market  price  of  a  bank's 
assets  and  the  market  cost  of  its  liabil- 
ities. The  market  price  of  the  stock  is 
that  difference  as  judged  by  investors. 
But  the  regulators  live  in  an  unreal 
world.  They  permit  banks  to  value 
their  equity  according  to  the  original 
cost  rather  than  the  current  price  of 
their  assets.  The  banks  argue  they 
shouldn't  have  to  write  down  their 
real  estate  loans  because  they  "in- 
tend" to  hold  on  until  the  properties 
market  improves,  an  attitude  the  SEC's 
chief  accountant  described  as  "psy- 
choanalytic accounting."  The  market 
is  not  so  generous.  And  it  is  the 
securities  market — not  the  regula- 
tors— that  supplies  the  banks'  capital. 

The  regulators  can't  now  back  off 
from  these  new  capital  standards  be- 
cause the  capital  of  a  bank  or  thrift  is 
really  the  deductible  on  its  deposit 
insurance:  The  more  money  the  own- 
ers have  in  the  business,  the  bigger  the 
cushion  for  the  taxpayer,  who  is  pretty 
unhappy  about  what  happened  to 
him  because  the  regulators  played 
kissy-kissy  with  the  S&ls. 

The  Basle  requirements  of  stronger 
capital  ratios  mean  banks  have  to  raise 
new  capital  to  grow — or  even  to  avoid 
shrinking.  David  Hale,  chief  econo- 
mist at  Kemper  Financial  Services, 
suggested  in  January  that,  by  market 
valuations,  seven  money  center  banks 
were  really  40%  short  of  the  capital 
Basle  required.  Salomon  Brothers  has 
estimated  that  nine  money  center 
banks  will  have  to  raise  $7  billion  of 
new  equity  capital  by  1992,  or  shrink 
their  balance  sheets  by  $170  billion. 


The  markets  will  decide  how  much 
the  banks  have  to  pay  to  compensate 
investors  for  the  risks  run  when  they 
put  in  new  capital.  When  the  players 
in  the  capital  markets  look  at  the 
banks,  they  see  assets  like  loans  to  see- 
through  office  buildings,  insolvent 
Latin  American  governments  and 
overleveraged  retail  chains,  all  carried 
on  the  books  (with  the  regulators' 
permission)  as  though  they  were 
worth  face  value  or  something  like  it. 
The  markets,  however,  know  the 
weak  loans  aren't  worth  anything  like 
face  value  and  price  bank  securities 
accordingly.  After  giving  those  assets 
a  haircut,  potential  investors  find  that 
the  big  banks  need  lots  more  capital, 
which  means  a  big  supply  of  bank 
paper,  which  means  low  prices  for 
bank  stocks,  notes  and  bonds  for  a 
long  time  to  come.  Note  that  Citi- 
bank, in  selling  convertible  preferred 
to  big  investors,  priced  the  conversion 
well  below  stated  book  value. 

The  crisis  in  big-time  money  center 
banking  is  by  no  means  just  an  Ameri- 
can phenomenon:  Midland  Bank, 
once  the  biggest  bank  in  Britain,  cut 
its  dividend  and  replaced  its  chief 
executive  at  the  beginning  of  March; 
and  Moody's  dropped  the  ratings  on 
the  Japanese  giants,  only  one  ofwhich 
now  commands  an  ^VAA. 

The  fact  is  that  the  big  banks  are 
dinosaurs.  Dinosaurs  disappeared  in 
large  part  because  climatic  changes 
eliminated  the  conditions  under 
which  they  had  flourished.  For  the 
giant  banks,  too,  the  global  climate 
has  changed.  The  dinosaurs  were  too 
unwieldy;  so,  too,  the  big  banks.  Ex- 
cept in  consumer  finance  and  mort- 
gages, there  are  no  economies  of  scale 
in  banking.  Banks  with  assets  between 
$500  million  and  $2  billion  earn  the 
highest  returns  on  assets. 
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Time  was  when  big  banks  were 
needed  to  serve  big  customers.  In  his 
memoirs  of  43  years  with  Citicorp, 
that  bank's  first  chairman,  George 
Moore,  wrote  about  lending  to  Inter- 
national Harvester  and  Caterpillar, 
Swift  and  Armour,  General  xMills,  a&p 
and  Sears.  But  companies  that  size 
don't  need  banks  anymore.  They  can 
borrow  more  cheaply  in  the  commer- 
cial paper  market. 

Almost  by  definition,  financial  in- 
termediaries must  be  more  cred- 
itworthy than  those  who  borrow  from 
them.  Which  is  why  the  big  compa- 


nies don't  need  banks  to  serve  as 
intermediaries  between  them  and  the 
credit  markets,  ibm  even  borrows  di- 
rectly from  individuals,  offering  what 
are  really  money  market  funds  to 
stockholders  who  are  looking  for  a 
safe,  high  yield  for  their  cash.  A  lot  of 
big  companies  (Sears,  Ford,  GM,  GE, 
etc.)  have  gone  into  the  financial  in- 
termediation business  themselves. 

Banks  can  make  a  living  in  the 
banking  business  only  if  they  can 
charge  a  markup  between  their  cost  of 
funds  and  what  the  borrowers  have  to 
pay  for  money.  The  reason  for  that 
markup  is  supposed  to  be  an  "infor- 
mation advantage" — banks  know 
more  than  those  who  supply  their 
funds  can  know  about  who  the  good 
borrowers  are.  Or  so  the  academics 
and  the  bank  regulators  say.  When 
this  was  explained  recently  to  Senator 
Robert  Graham  of  Florida,  who  has 
been  a  builder  and  now  serves  on  the 
Banking  Committee,  he  almost  fell 
as  chair  laughing. 

Local  and  regional  banks,  lending 
to  local  and  regional  borrowers  whose 
names  aren't  well  known  in  the  mon- 
ey markets,  can  get  such  a  markup 


from  their  borrowers.  The  market 
knows  what  IBM's  credit  rating  is;  it 
doesn't  necessarily  know  that  much 
about  a  $100  million  food  company 
out  in  the  provinces.  That  food  com- 
pany, therefore,  must  borrow  from  a 
bank,  which  can  charge  a  premium  for 
interposing  itself  between  the  compa- 
ny and  the  credit  market.  In  this  kind 
of  lending  the  local  banks  have  an 
advantage  over  the  money  center  gi- 
ants. Charles  Rice,  chief  executive  of 
Barnett  Banks,  has  suggested  that 
New  York  never  trained  a  banker  who 
couldn't  be  hornswoggled  by  a  busi- 
nessman reared  in  the  Florida  pan- 
handle. The  parish  priest,  even  in  our 
age  of  syndicated  information,  knows 
his  parish  better  than  the  pope  can. 

So  the  real  problem  today  is  not 
that  the  giant  banks  are  "too  big  to 
fail";  it's  that  they're  already  too  big 
to  succeed.  And  since  they  can't  make 
money  in  their  own  business,  they've 
gone  over  their  heads  trying  to  make 
money  elsewhere. 

The  business  of  the  bank  is  on  its 
balance  sheet,  and  is  usually  described 
by  veteran  bankers  as  lending  money 
and  getting  it  back.  Some  bankers 
don't  accept  this  definition,  of  course. 
One  such  recently  said,  expressing  the 
obvious,  that  "we  no  longer  believe 
that  at  Citicorp."  The  money  center 
banks  today  avoid  "plain  vanilla  lend- 
ing." Instead,  they  reach  for  income 
from  off  balance  sheet  activities.  As  of 
Dec.  31, 1989,  Citicorp,  for  example, 
had  S230  billion  in  total  assets  in  its 
banking  business — but  it  had  activi- 
ties amounting  to  $588  billion  in  off 
balance  sheet  foreign  exchange  con- 
tracts and  $187  billion  in  interest-rate 
swap  contracts.  Bankers  Trust  had 
only  $55  billion  in  assets,  but  it  had 
$218  billion  in  foreign  exchange  con- 
tracts and  $155  billion  in  swaps,  total- 
ing seven  times  its  banking  assets. 
Chemical  had  off  balance  sheet  con- 
tracts for  foreign  exchange  and  swaps 
that  totaled  six  times  its  balance  sheet 
assets.  By  contrast,  a  company  like 
png  Financial,  which  is  really  a  bank, 
has  only  $246  million  of  foreign  ex- 
change contracts  and  $1.2  billion  of 
interest-rate  swaps,  totaling  about  3% 
of  its  balance  sheet  assets. 

These  activities,  unlike  the  conven- 
tional bank  business  of  lending  mon- 
ey, do  not  require  much  capital.  The 
authorities  have  not  frowned  upon 


such  risky  but  capital-frugal  activities 
because  they  want  to  help  increase  the 
profitability  of  big  banks.  No  doubt 
the  great  bulk  of  this  stuff  is  hedged, 
though  a  bank  regulator  in  Chicago  in 
a  position  to  know  once  told  me  there 
are  lots  more  naked  options  out  there 
'  than  anybody  realizes. 

The  fact  is  that  you  make  real  mon- 
ey in  these  markets  by  "taking  a 
view."  When  you  need  to  show  prof- 
its you  tend  to  develop  strong  views. 
And  when  those  views  turn  out  to  be 
cockeyed  the  taxpayer  is  on  the  hook 
for  the  losses.  How  tricky  these  mar- 
kets can  be  is  illustrated  by  Bankers 
Trust's  sudden  abandonment  of  $80 
million  in  foreign  exchange  trading 
profits  the  bank  had  incorrectiy 
claimed — a  little  misjudgment — for 
the  last  quarter  of  1987. 

In  1988,  for  no  reason  other  than 
his  feeling  that  it  would  improve 
banking  profitability,  fdic  Chairman 
L.  William  Seidman  extended  the 
protection  of  deposit  insurance  to  any 
money  American  banks  might  owe  on 
swap  contracts.  Presumably,  the 
banks  mark  to  market  their  swap  con- 
tracts every  night,  so  they  can't  pile  up 
losses.  But  there  are  four  different 
ways  to  value  swap  contracts  and  they 
give  four  different  results,  three  of 
which  must  be  wrong. 

The  taxpayer  is  potentially  the  in- 
surer of  the  banks'  foreign  exchange 
contracts.  In  the  1970s  an  Italian  con 
man  named  Michele  Sindona  gained 
control  of  Franklin  National  Bank  in 
New  York,  and  tried  to  pull  it  out  of 
insolvency  by  playing  the  foreign  ex- 
change markets.  When  the  bank 
failed,  the  Fed  picked  up  its  foreign 
currency  obligations,  then  demanded 
that  the  FDIC  pay  off  the  losses.  Fortu- 
nately, the  markets  turned  and  the 
assets  were  sold;  otherwise  the  two 
federal  agencies  would  probably  still 
be  suing  each  other. 

The  government  was  unbelievably 
generous  to  the  sms.  The  GAO  study 
of  deposit  insurance  points  out  that 
"the  loss  to  taxpayers  (from  the  s&i. 
debacle]  was  equal  to  about  10%  of 
the  value  of  insured  deposits  that 
existed  at  the  end  of  1986.  .  .  .  This 
level  of  loss  is  astonishing  in  a  deposit 
insurance  program  once  thought  to 
involve  relatively  little  risk  to  ta\pav 
ers.  By  way  of  contrast,  the  level  of  loss 
suffered  during  the  Great  Depression 
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by  depositors  in  commercial  banks 
before  the  deposit  insurance  system 
was  enacted  is  estimated  to  have  been 
1%  of  total  deposits." 

Economists  Robert  Litan,  R.  Dan 
Brumbaugh  and  James  Barth  did  a 
study  of  deposit  insurance  for  the 
House  Banking  Committee.  They 
found  they  could  explain  the  price  of 
most  of  the  nation's  money  center 
bank  stocks  by  applying  options  the- 
ory to  the  value  of  a  deposit  insurance 
charter.  Deposit  insurance  in  financial 
theory  is  a  put  that  enables  the  owners 
of  the  bank  to  sell  the  bank's  assets  to 
the  government  at  a  price  which  is 
equal  to  the  bank's  liabilities.  That 
sort  of  put  option,  if  sold  by  itself, 
would  have  a  measurable  value.  And 
that  value,  when  measured  by  the 
economists'  established  formulas, 
predicted  almost  exactly  the  market 
price  of  the  stock  of  most  of  the  larger 
banks.  The  more  reckless  the  bank's 
management,  the  more  valuable  the 
put  option,  which  limits  losses  but  not 
gains.  Once  the  owners  of  a  bank  no 
longer  have  their  own  money  at  risk, 
they  can — as  the  s&l  story  proves — 
become  amazingly  reckless. 

The  banking  crisis  is  a  disease  of  the 
big  money  center  banks.  Regional 
and  smaller  banks  are  in  pretty  good 
shape,  and  making  lots  of  money  out 
of  the  Fed's  current  policies.  Big 
banks  that  abandoned  money  center 
status  and  shrank  themselves  to  re- 
gional operations,  like  Wells  Fargo- 
and  BankAmerica,  get  better  prices  in 
the  market  than  their  former  peers. 

These  facts — the  weakness  of  the 
big  banks  and  the  robustness  of  the 
smaller  and  regional  banks — argue 
against  the  current  wisdom  that  says 
the  salvation  of  the  system  is  even 
bigger  banks.  Far  from  having  an 
antiquated  system  of  smaller  banks 
that  must  be  severely  consolidated 
into  a  handful  of  nationwide  giants, 
the  U.S.  has  lucked  into  a  banking 
system  that  matches  fairly  well  with 
the  decentralized  information  pro- 
cessing networks  that  will  guide  the 
world  economy  in  the  years  ahead. 

The  argument  that  we  need  our 
dinosaurs *to  compete  with  the  dino 
saurs  of  Europe  and  Japan  begs  the 
question  of  what  they  would  be  com- 
peting for.  Capitalist  enterprises  are 
supposed  to  make  money,  and  virtual- 
ly all  the  world's  big  banks  are  on  a 


downward  earnings  trend.  The  spread 
of  the  commercial  paper  market  to 
other  parts  of  the  world  means  that 
big  banks  elsewhere  will  also  lose  their 
best  borrowers.  According  to  one 
bank  officer,  Deutsche  Bank  already 
finds  that  Daimler-Benz  won't  bor- 
row from  it  any  longer  even  though 
the  bank  owns  a  controlling  interest 
in  the  auto  company.  Companies  that 
don't  need  banks  here  soon  won't 
need  them  in  Europe,  either. 

Nationwide  branching,  which  is  a 
big  part  of  the  U.S.  Treasury  propos- 
als to  help  our  banks,  might  provide 
cheaper  funds,  and  some  minor  econ- 
omies of  operation.  But  no  bank  con- 
sulting firm  other  than  McKinsey  & 
Co.,  which  somehow  got  the  Treasu- 
ry's ear,  thinks  that  savings  as  great  as 
one-tenth  the  $10  billion  Treasury 
has  been  talking  about  can  be  gained 
by  repealing  the  McFadden  Act  stric- 
tures on  national  branching. 

Banks  and  s&Ls  can  already  make 
loans  anywhere — the  Arkansas  s&ls 
went  bust  by  the  dozens  by  lending  to 
Clint  Murchison's  Sundance  project 
in  Palm  Springs.  We  the  taxpayers 
ended  up  owning  the  Lake  Placid 
Club,  the  1980  Olympics  site,  be- 
cause its  owners  mortgaged  it  to 
North  Mississippi  Savings  &  Loan, 
which  imploded  soon  after.  Bank  of 
New  England's  losses  in  Florida  prob- 
ably exceed  its  losses  in  Boston. 

In  1975  the  big  New  York  City 
money  center  banks  were  freed  for  the 
first  time  to  branch  into  upstate  New 
York.  They  went  galloping  off,  and 
within  five  years  most  of  them  were 
back  in  town  without  their  horses, 
looking  pretty  bedraggled. 

The  problem  with  the  branching 
proposal  is  not  branching  itself  but 
the  way  the  big  banks  acquire  their 


branches.  Banks  can  buy  other  banks 
the  same  way  they  make  loans — by 
creating  a  deposit  for  the  seller  on 
their  books.  At  best,  that  means  that 
5%  of  the  price  is  the  purchasing 
bank's  own  money,  while  95%  comes 
from  insured  deposits.  All  purchases 
by  banks  are  lbos,  with  the  taxpayer 
involuntarily  buying  the  junk 
bonds — and  not  even  being  paid  for 
it.  If  the  banks  were  prepared  to  buy 
other  banks  and  make  them  branches 
the  way  a  supermarket  chain  buys 
another  store,  with  its  own  cash  or 
with  stock,  nobody  could  object. 

Today's  global  economy  does  not 
offer  a  congenial  climate  for  banking 
dinosaurs.  Weakened  by  the  erratic 
government  policies  that  produced 
20%  interest  rates  and  roller-coaster 
rides  on  the  tax  code  affecting  real 
estate,  they  have  become  pushovers 
for  intelligent  humanoids  in  the  re- 
gional banks  and  the  money  markets. 
They  are  so  weakened  that  the  best 
course  for  the  regulators  probably  is 
to  knock  heads  together  in  the  na- 
tion's dozen  largest  banks  until  only 
half  of  them — not  much  bigger  than 
they  are  today — are  still  offering  their 
services  to  the  public. 

The  real  strength  of  our  banking 
system  is  not  in  the  giant  banks  but  in 
the  myriad  of  middling- size  banks. 
Using  the  taxpayers'  money  and  cred- 
it in  a  futile  effort  to  keep  the  whole 
herd  alive  could  create  another  trage- 
dy for  the  federal  budget  and  for  the 
future  efficiency  of  financial  interme- 
diation in  the  U.S.  ■■ 


Martin  Mayer  is  an  author  based  in  New  York 
City.  His  latest  book,  The  Greatest  Ever  Bank 
Robbery,  was  published  by  Charles 
Scribner's  Sons. 
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THE  MONEY  MEN 


A  highly  cosmopolitan  money  manager 
picks  his  favorite  world  markets. 

Buy  France 
and  Spain, 
sell  Germany 


By  Dyan  Machan 

Gilbert  de  Botton,  56,  chairman  of 
Global  Asset  Management,  is  about  as 
cosmopolitan  as  you  can  get.  Egyp- 
tian-born, a  Swiss  citizen,  based  in 
London,  a  graduate  of  Columbia 
University  in  the  U.S.,  he  is  fluent  in 
seven  languages.  Not  a  bad  resume 
for  someone  wanting  to  manage 
money  on  a  global  scale. 

But  de  Botton  doesn't  directly 
manage  the  S3  billion  entrusted  to  his 
firm.  De  Botton  confines  most  of  his 
attention  to  the  big-picture  question 
of  which  countries  to  invest  in.  Once 
he  picks  his  broad  target,  he  farms  out 
the  actual  stock  picking  to  his  own 
investment  staff  and  outside  money 
managers. 

So  far,  de  Botton  has  built  a  re- 
spectable record  in  global  allocation. 
One  of  his  international  funds,  the 
gsam  Composite,  has  averaged  a 
17.8%  annual  return  over  the  five 
years  through  1990,  in  dollar  terms. 
That  compares  with  1 3.2%  for  the  S&P 
500  and  15.1%  for  Morgan  Stanley's 
world  index  (all  these  results  include 
reinvested  dividends). 

gsam  Composite — the  S  is  for  Sodi- 
tic  Asset  Management,  a  Swiss  firm 
that  helps  market  it — is  a  fund  of 
funds.  Its  mix  is  currently  26%  com- 
modities, 27%  U.S.  stocks,  23%  non- 
U.S.  stocks,  5%  bonds  and  19%  cash. 
The  composite  fund  is  not  easily  avai'  - 
able  to  U.S.  citizens,  but  Global  Asser 
does  have  five  sk. -registered 
funds  and  one  limited  partnership  to 
pick  from:  the  GAM  Pacific  Basin,  GAM 
Global,  GAM  International,  cam 
North  America  and  GAM  Europe.  GAM 


Global  Asset  Management's  Gilbert  de  Botton 
Finding  talented  independent  managers. 


Futures  L.P.  is  a  multimanager  com- 
modities fund. 

Some  advice  from  de  Botton  to 
Americans  wanting  to  invest  abroad: 
Don't  buy  and  sell  individual  foreign 
securities,  especially  if  they  don't 
trade  here  as  American  Depositary 
Receipts.  It  is  hard  to  track  foreign 
markets  and  the  transaction  costs  will 
kill  you.  (For  more  on  this,  see  Mark 
Hnlbert's  column  on  pajje  143.) 

De  Botton  learned  about  overseas 
investing  courtesy  of  the  wealthy 
Rothschild  clan.  In   1968,  when  he 
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was  32,  the  family  hired  him  to  open  a 
bank  in  Zurich.  Although  the  bank, 
which  he  left  in  1982,  was  successful 
in  drawing  assets,  the  investment  re- 
turns were  nothing  to  brag  about. 
The  best  portfolio  managers  could 
not  be  pulled  under  one  roof,  he  says. 
^'The  real  talent  in  this  business  is  with 
independent  asset  managers." 

De  Botton's  solution,  in  founding 
gam,  was  to  shift  from  being  a  money 
manager  to  being  a  manager  of  mon- 
ey managers.  GAM  consists  of  50 
open-ended  mutual  funds  (45  of 
them  are  European-  or  offshore-reg- 
istered funds),  run  by  his  investment 
staff  and  outside  investment  firms. 
Hovering  above  all  this  is  de  Botton, 
who  for  the  1%  management  fee  that 
comes  on  top  of  the  fees  charged  by 
the  underlying  funds,  allocates  a 
client's  account  among  the  50  funds. 

For  now,  de  Botton's  allocations 
look  bullish,  gam's  U.S.  clients  have 
their  bond  positions  about  evenly  di- 
vided among  dollar,  deutsche  mark 
and  yen  bonds;  with  the  dollar's  rally, 
he's  recently  hedged  the  currency 
risk.  In  stocks,  de  Botton  is  dividing 
the  portfolio  evenly  among  the  U.S., 
Spain,  France  and  Switzerland. 

The  easing  credit  markets  make  the 
U.S.  interesting,  de  Botton  thinks, 
even  though  it  is  already  highly  valued 
by  some  measures.  He  sees  further 
room  for  p/E  expansion  in  the  medi- 
cal care  and  financial  sectors. 

Spain's  economy  has  opportunities 
still  developing  from  joining  the  Eu- 
ropean Community  in  1986  and  from 
having  a  relatively  cheap  labor  pool. 
Inflation  in  Spain,  once  well  over  10%, 
is  now  at  6%;  interest  rates  hovering 
around  12%  will  shift  down,  aiding 
noncyclical  stocks,  saysde  Botton.  He 
likes  the  French  market  because  be- 
thinks it  is  unloved  mk\  because 
France's  inflation  rate  at  3.5%  is  al- 
most as  low  as  Germany's.  But  he'a 
cool  on  Germany.  It  suffers  from 
rising  interest  rates  .\nd  the  burden  of 
rebuilding  the  former  fast  Germany 
and  absorbing  its  redundant  workers. 

Dc  Botton  says  he  has  trouble  find 
ing  anything  worth  buying  at  home  in 
the  U.K.  The  government  is  trying  to 
maintain  high  interest  rates  to  control 
inflation,  which  is  hurting  corporate 
earnings  and  growth.  It  looks  set  tor  a 
deeper  recession  than  is  discounted 
by  the  markets.  B 
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Would  you  rather  work  with  people  who 


wish  they'd  installed  over  70,000  networks. 


wish  they  were  staffed  with  over  350  system  engineers, 


wish  they  were  the  #1  source  for  IBM  Token  Ring  technology. 


wish  they  were  the  #1  source  for  the  Compaq  Systempro, 


wish  they  were  the  #1  source  for  Macintosh  networking  expertise. 


wish  they  were  the  #1  source  for  Novell  NetWare 


When  your  career 
and  your  com- 
pany's bottom  line  are  on 
the  line,  you  can't  afford 
to  work  with  someone 
who's  second  best.  Fortu- 
nately, when  it  comes  to 
computer  networking, 
you  don't  have  to. 
Because  the  leading 
expert  is  ComputerLand* 

Surprised?  Probably 
so.  But  the  fact  is,  no  one 
has  advanced  further  in 
their  ability  to  integrate 
multi- vendor  PC  LANs 
into  business  environments. 

First,  ComputerLand 
has  already  designed  and 
installed  more  than  twice 


as  many  single  and  multi- 
vendor  networks  as  our 
nearest  competitor.  (That 
represents  over  700,000 
nodes.)  For  clients  that  . 
include  hundreds  of 
Fortune  1000  companies. 


for  you.  We  offer  ongoing 
support  and  service. 
In  fact,  ComputerLand 
is  the  largest,  most 
r  experienced  Apple®  and 
Compaq8  service  source. 
As  well  as  the  largest 


Or  would  you  rather  work 


In  businesses  ranging 
from  oil  exploration  to 
electronics.  From  travel 
to  telephones. 

But  installing  net- 
works is  just  part  of  the 
picture.  We  train  your  staff 
to  use  network  manage- 
ment tools— or  we  can 
manage  networks 


IBM  PC  service  provider 
next  to  IBM  itself. 


If  you  're  interested  in  net- 
working around  the  globe,  no  one  is 
as  perfectly  positioned  to  help  as 
ComputerLand,  now  with  branches 
in  24  countries  worldwide .  From 
Santiago  to  Sydney.  From  Moscow 
to  Milan.  So,  if  you  want  to  con- 
nect with  overseas  staff,  subsidiaries 
or  suppliers,  our  resources  are 
already  in  place. 


We've  spent  a  lot  of  our  time,  energy  and  money 
on  assembling  the  largest  SE  staff  in  the  industry.  Over 
350  professionals,  all  with  hundreds  of  hours  of  training. 
Plus  certification  by  all  the  major  manufacturers.  And, 
most  importantly,  thousands  of  hours  in  the  trenches  tying 
heterogeneous  networks  together. 


r 


The  IBM  family  of  local  area  networks  promises— and  delivers— complete  access  to 
critical  information  systems.  From  a  PC  network  used  by  a  factory  or  small  work  group  to 
a  nationwide  network  of  bridged  high-speed  Token  Ring  Networks,  IBM  LAN 
products  put  it  all  together.  They  allow  you  to  link  mainframes,  minis,  work- 
stations and  peripherals  into  a  comprehensive  business  resource . 

In  fact,  IBM  has  long  set  the  standard  in  the  development 
of  communications  architectures  and  implementation  strategies. 
From  the  introduction  of  Systems  Network  Architecture  (SNA) 
over  a  decade  ago  to  today's  Systems  Application  Architecture  (SAA). 

IBM  PS/2  Model  95  XP  486,  IBM  PS/2  Model  90  XP  486 


vith  someone  who  already  is? 


Importantly,  we 
carry  products  from  all  the 
top  players  in  networking: 
Novell:  Microsoft:  3Com: 
Banyan,®  HP  and,  of 
course,  IBM,  Compaq 
and  Apple.  So  you're  not 
locked-in  to  one  vendor. 


And,  as  the  oldest  and 
largest  PC  resource 
anywhere,  we  enjoy  solid, 
long-standing  relation- 
ships with  all  these  manu- 
facturers. That  means 
ComputerLand  is  often 
the  first  to  make  new 


technology  available. 
We  can  get  vendor  infor- 
mation to  help  solve  your 
problems  faster  than  any- 
one else.  And  we're  able 
to  maintain  the  largest, 
most  complete  product 
inventory.  Period. 


HOW  PC  LANS  GIVE  COMPUTERLAND 

THE  DISTRIBUTION  SYSTEM  OF 

THE  FUTURE  TODAY. 


When  it  came  to  networking 
the  fastest,  most  effective 
distribution  system  in  our 
industry,  we  couldn't  blow 
it.  After  all,  if  we  couldn't 
do  it  for  ourselves,  what 
credibility  would  we 
have  when  we  did 
it  for  you? 

Fact  is,  some 

people  assumed 

we'd  have  to  run 

our  Indianapolis 

facility  with  minis. 

But  we  decided 

to  network  this 


200,000-square-foot  monster 
with  PC  LANs.  And,  as  it 
turned  out,  the  result  was 
lower  cost,  higher  quality  and 
a  strategic  edge  over  our 
competition  in  the  distri- 
bution of  products  to  our 
branches  and,  in  turn,  to  our 
business  clients. 

Ed  Anderson,  President 
of  ComputerLand,  tells  more: 
"We  took  a  mainframe- 
oriented  warehouse  and 
transformed  it  into  a  50-node 
PC  network,  with  automated 
conveyors  and  bar-code 


technology.  There's  a  quality 
audit  at  each  of  4  or  5  differ 
ent  stages.  We've  ended  up 
taking  95%  of  the  errors  out 
of  the  warehouse,  while  dou 
bling  the  throughput  with  half 
the  headcount. 

"if  we  had  done  that  net 
work  on  the  traditional  mini 
or  mainframe,  we  would 
have  spent  10  times  more. 
That's  a  cost  savings 
we  can  pass  on  to 
our  customers. 

"An  ordering 
process  that  for- 
merly would  have 
taken  three  days  is  com- 
pleted in  about  three  hours 
And  we  can  monitor  order 
status  and  access  product 


availability  data  directly." 

We  set  out  to  improve 
our  distribution  system.  And 
ended  up  creating  a  potent 
example  of  just  how 
big  a  revolution 
PC  LANs  really 
are. 


Bar  code  readers 
an  integral  part 
'our  Indianapolis  network, 
hey  track  and  direct  every 
product  from  the  time  it's 
ordered  to  the  time  it  leaves 
the  warehouse— assuring  accu- 
rate, on-time  delivery. 


ComputerLand 


Maturity.  Stabili* 
Interoperability. 
Three  significant  words 
that  help  explain  why 
today's  PC  LANs  can 
elegantly  solve  many  of 
the  same  problems  once 
addressed  solely  by  a 
mainframe  or  mini. 

Thanks  to  recognized 
standards,  commercially 
available  software,  cleaner 


interfaces  and  increased 
reliability,  downsizing 
is  no  longer  a  remote 
possibility.  It's  a  reality. 
In  fact,  both  hard- 
ware and  software  have 
become  so  reliable  that  we 
now  often  recommend 
PC  LANs 
for  mission- 
critical  appli- 
cations, as  well  as  more 


common  front  office 
functions. 

However,  we  don't 
make  these  recommenda- 
<  tions  casually.  We— and 
you— know  that  there  are 
always  trade  offs  among 
equipment  costs,  relia- 


Downsizing  cosvi 


bility  and  main- 
tenance fees. 
We  can 


A  major  western  bank  asked  us  to  create  a  wide  area  network  ( WAN) 
connecting  existing  PC  LANs  in  200  branch  offices  with  a  mainframe  at  company 
headquarters.  But  not  during  banking  hours.  Mission  accomplished. 

If  your  company  has  multiple  offices,  you  may  benefit  from  a  WAN  as  well. 


COMPUTERLAND  DOWNSIZING 

FOR  ACCOUNTING  FIRM  IS  A 

CERTIFIED  SUCCESS. 


Douglas  Moore,  Shareholder 
and  CPA  at  Lubbock,  Texas 
accounting  firm  Mason  War- 
ner and  Company  P.C.,  had 
the  same  problem  many  busi- 
nesses are  facing:  Much 
of  his  data  resided  on  an 
11-year-old  mini  that  had 
reached  the  end  of  its  life. 
And  his  45  employees  in  their 
main  and  satellite  offices 
had  a  variety  of  PCs  on  their 
desks— none  of  which  were 
networked  to  the  mini.  It  was 
an  inevitable  decision:  pur- 
chase a  new  mini  or  down- 
size to  the  PC-based  network 


his  company  needed  to 
match  their  ever  increasing 
workflow. 

"We  were  basically  run- 
ning on  'sneakernet,'"  says 
Moore.  "That's  where  disk- 
ettes in  cellophane  enve- 
lopes are  walked  from  desk 
to  desk.  That  was  the  extent 
of  our  information  transfer. 

"ComputerLand  became 
an  easy  choice  very  early  in 
the  search,"  he  says.  "Alfred 
Hording,  Lubbock  branch 
owner,  impressed  me  with  his 
hands-on  experience  and 
access  to  the  worldwide  re- 


sources of  ComputerLand. " 
Says  Harding,  "This 
installation  is  a  perfect 
example  of  how  downsiz- 
ing can  be  both  techno- 
logically and  economically 
superior  to  all  other  options." 
It  consists  of  a  30  node  net- 
work with  COMPAQ  DESKPRO 
386s/20s  and  IBM  PS/2  55SXs, 
running  on  Novell  NetWare 
386  with  a  SYSTEMPRO  file 
server. 

All  data  needed  for  the 
firm's  auditing,  tax  and  pay- 
roll services  is  stored  on  a 
"jukebox"  optical  drive  with 
a  600MB  platter- resulting 
in  6GB  of  storage. 

"This  is  an  example  of 
the  true  potential  of  down- 
sizing. Our  central  file  room 
once  consisted  of  millions 
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of  files  on  casters.  And  our 
old  mini  used  to  take  up  an 
entire  room.  The  SYSTEMPRO 
is  much  faster  and  1  /5th 
the  size!  I  get  all  the  black 
box  catalogs,  so  I  was  able 
to  evaluate  all  the  pric- 
ing options.  I'd  say  that 
ComputerLand's  fair  price  — 
and  their  technical  exper- 
tise—account for  my  ex- 
treme satisfaction  with  this 
installation." 


Apple 's  approach  to  computer  communications  is  the  same  one 
that  guided  the  Macintosh  design:  Allow  users  to  work  directly  and 
intuitively  with  information  — whether  it  resides  locally,  on  a  network, 
a  departmental  computer  or  remote  host. 

Thanks  to  built-in  networking  capabilities  and  the  AppleTalk" 
network  system,  the  Macintosh  excels  at  connectivity,  especially 
in  multi-vendor  environments.  ^_ 

With  AppleTalk,  the  resolution  of  protocol,  archi- 
tecture and  interfaces  is  invisible.  Whether  your  environment 
is  SNA,  DNA,  OSI  or  TCP/IP.  AppleTalk  is  also  compatible 
with  Ethernet,  Token  Ring  and  LocalTalk? 


Authorized  Dealer 
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Apple  Macintosh  Ilsi  and  Ilfx 


ithout  downsizing  benefits. 


help  you  determine,  in 
advance,  the  best  way  to 
achieve  the  balance 
you  need. 

There's 
yet  another 
important 
concept  to 
consider: 
Incremental- 
ism.  With  PC 
networking, 


we  can  help  you  add 
incrementally  to  your 
capacity  so  you  pay  for 
exactly  what  you  need. 
Not  more,  as  is  often  the 
case  with  minis  and  main- 
frames. What's  more,  if 
you're  automating  from 
scratch,  PC  LANs  will 
deliver  far  more  perform- 
ance for  the  price  than 
the  larger  machines. 


The  cost  per  MIPS  on  a  machine  like  this 
is  10-50  times  more  expensive  than  on  a  PC. 


When  you  add  to  a  PC  LAN,  your  costs  match  your 
><!  for  increased  capacity.  With  a  mini  or  mainframe, 
re  often  committed  to  paying  for  more  than  you  need. 


Even  if  you're  already 
convinced  that  PC 
networking  is  the  greatest 
thing  since  the  invention 
of  the  microchip,  chances 
are  you  have  some  very 
valid  concerns  about 
implementation. 
Compatibility 
is  probably  one 
of  the  first. 

At  ComputerLand, 
we've  learned  which  hard- 
ware and  software  best 
support  multi-vendor 
connectivity  requirements. 
Especially  when  you  want 
to  link  Apple  computers, 
Compaq  Deskpro®s  and 
IBM  PS/2as-an  assign- 
ment we  successfully  com- 
plete virtually  every  day. 


You're  also  likely 
to  be  connecting  PCs  to 
minis  or  mainframes, 
which  sometimes  results 
in  slow  data  response  time. 
We  can  recommend  tech- 
nology to  work  out  the 


adding  a  Macintosh*  file 
server  to  a  network  con- 
necting two  DEC  VAX™ 
3100s  with  dozens  of 
Macs  and  several  PCs. 

If  security  is  an 
issue— and  it  usually  is— 


Building  a  network  withoue 


In  the  old  clays 
(about  5  \ear\  ago),  link- 
ing MS-DOS:  MacOS  and 
UNIX'  operating  systems  was  a  lot  like  mixing  apples  and  oranges.  Today, 

thanks  to  the  maturity  and  stability  of  PC  LANs.  ComputerLand  can  provide 
elegant,  reliable  and  low-cost  solutions  to  interoperability  problems. 


kinks.  In  fact,  we  recently 
helped  a  large  law  firm 
with  this  very  problem  by 


Cabling  may  not  be  your  first  cor       n,  but  it's  critical  to  the  function- 
ing of  your  network.  At  ComputerLand,  w         connected  PCs  two  feet  apart 
and  twenty  floors  apart.  In  newly  construct        ffices  and  buildings  a  century 
old.  And  we've  worked  with  everything  from  twi    ed  pair  to  fiber  optics. 


we  can  help  with  software 
that  controls  user  access 
at  the  appropriate  level. 
From  file  servers  down 


COMPAQ  products  have  always  been  built  around  open  industry  standards- 
designed  to  work  powerfully  in  multi-vendor  environments.  Today,  Compaq  is  a  leading 
supplier  of  PC  network  servers  and  a  leader  in  technical  innovation,  as  well. 

To  maximize  compatibility  and  performance,  hundreds  of  Compaq 
staffers  work  closely  with  official  hardware  and  software  Integration 
Partners,  keeping  up  with  product  developments  and  support  require- 
ments. What's  more,  LAN  configurations  are  simulated  in  the  Compaq 
Systems  Integration  Lab  to  assure  that  COMPAQ  products  operate 
smoothly  with  those  from  other  vendors. 

So,  whether  you  have  a  LAN  or  enterprise-  LUluP/\tl 

wide  network,  whether  you  use  Novell,  Microsoft,  ^^^^^^^™ ^^ 


SCO  UNIX  or  Banyan  software,  COMPAQ  PCs  fit  right  in. 


CZZ) 


I    V  •.   ^ 


asfcr^rs. 


-inventing  the  wheel 


to  individual  files.  And 
since  PCs  now  have 


COMPAQ  SYSTEMPRO, 
COMPAQ  DESKPRO  386N 

sophisticated  archival 
capabilities,  data  preser- 
vation can  be  ensured. 


When  the  state-of-the-art  Illinois  Hazardous  Waste 
Research  and  Information  Center  opened  its  doors,  manage- 
ment turned  to  ComputerLand  for  state-of-the-art  networking . 
Two  interconnected  Novell  LANs  were  designed  and  installed. 
One  to  capture  and  share  data  from  scientific  instruments. 
The  other  to  handle  proposals,  letters  and  other  front  office- 
functions.  Each  using  a  COMPAQ  SYSTEMPRO®  as  a  file  server. 
Now  the  agency  is  working  effectively  to  map  dump  sites  and  define 
research  funding  priorities.  And  we  can  all  breathe  a  little  easier. 


COMPUTERLAND 

CREATES  A  NEW  PC  LAN  IMAGE  FOR 

O.D.S.  HEALTH  PLAN. 


'  u.D.S.  proc- 
esses  tftfiSitfflfSof  dental  and 

medicaT insurance  claims, 
resulting  in  a  paper  trail  that,  if 
laid  end  to  end,  would  be  many 
miles  long.  Their  networking 
goal  was  to  implement  paperless 
image  processing  with  a  scanner 
in  the  mailroom,  then  electroni- 
cally route  each  mailed-in  claim 
through  the  company's  process. 
Bill  Hockett  is  the  Director 
of  Data  Processing  at  O.D.S.  "In 
our  industry,  the  mainframe  is 
the  backbone  of  claims  process- 
ing. Then,  for  image  processing, 
we  chose  the  best  software  to 


electronically  manipulate  the 
forms— and  that  runs  on  a  mini. 
Finally,  to  get  integrated  infor- 
mation to  each  claim  represent- 
ative's desk,  a  PC  was  the  only 
answer. 

"ComputerLand  was 
not  the  lowest  bidder— but   M 
it  was  obvious  they  had  an 
incredible  investment  in 
technology  and  sales  support. 
During  a  visit  to  the 
ComputerLand  Tech 
nology  Center  in 
Portland,  we  met 
their  systems  engi- 
neers and  serv- 
ice people,  toured 
their  local  distri- 
bution center- 
including  parts 


and  inventory— and  discovered 
a  first-rate  operation  all  the  way. 
"The  technology  center 
perfectly  repli- 
cated the  envi- 
ronment we 
wanted.  The  sys- 
tems engineer 
who  designed 
that  system  is 
managing  the 
project  for 
us.  What 


could  you  ask  for?" 

Kevin  Egan,  ComputerLand's 
Marketing  Manager  in  Portland 
says,  "Our  5  full-time  systems 
engineers— with  over  25  years 
of  data  management/processing 
experience— have  worked  in 
many  environments  like  the  one 
at  O.D.S." 

Says  Hockett,  "They  designed 
our  network  along  with  the  OEM, 
and  supplied  technical  expertise 
on  connectivity.  The  power  of  the 
system  comes  from  the  fact  that 
on  every  desk  is  a  PC  that  has 
access  to  all  resources  on  the 
network. 

"ComputerLand  is  also  con- 
figuring the  PCs  before  they 
come  to  us— almost  90  of  them 
—and  doing  it  all,  right  down 
to  unboxing  and  placing  one 
on  each  desk. 

"When  it  comes  to  PC  LANs, 
I  would  highly  recommend 
ComputerLand  to  anyone." 
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NETWORKING 


\ 


Making  the  right  network 
connections  couldn't  be  easier. 
Just  call  us  and  we'll  arrange  for  a 
ComputerLand  network  consultant 
to  contact  you.  But  if  you  can't 
discuss  your  networking  plans  now, 
call  anyway  and  we'll  send  you  a 
free  (and  insightful)  audio  cassette, 
ComputerLand  Report  On  PC 
Networks. 

If  you're  responsible  for  setting 
your  company's  computing  strat- 
egy, you  may  also  be  interested 
in  our  networking  seminar  series, 
'PC  Networks:  Coming  of  Age." 

Just  punch  in  1-800-321-1234 
Extension  3.  And  connect  with  the 
company  that  already  is  the  proven 
network i  g  leader.  ComputerLand. 


ComputerLand 


Business  to  business.  Person  to  person. 
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UP  &  COMERS 


Not  all  LBOs  are  going  bad:  With  the  help  of  some 
shrewd  real  estate  deals,  "Doc"  Buyers  has  made  his 
leveraged  takeover  of  C.  Brewer  &  Co.  work  well. 

Paradise  found 


By  Fleming  Meeks 

Here's  a  leveraged  buyout  that  really 
worked:  In  just  three  years  its  debt 
load  was  cut  by  80%  without  laying 
anyone  offor  selling  offcore  business- 
es. The  success  story  concerns  C. 
Brewer  &  Co.,  the  world's  largest 
macadamia  nut  and  guava  company. 

But  C.  Brewer  is  a  lot  more  than 
nuts  and  fruit.  Founded  as  a  trading 
company  in  1826  by  a  New  England 
sea  captain,  Brewer  has  formidable 
assets  including  88,000  acres  of 
prime  Hawaiian  real  estate,  plus 
50,000  under  long-term  lease. There's 
Brewer  Environmental,  a  $66  million 
(sales)  fertilizer  and  chemical  distribu- 
tor; ht&t,  one  of  Hawaii's  largest 
trucking  firms;  a  23%  stake  in  C&H 
Sugar,  the  second- biggest  U.S.  sugar 
brand;  and  a  coffee  company. 

Where  do  the  macadamia  nuts  and 
guavas  fit  in? 

Brewer's  Mauna  Loa  Macadamia 
Nut  Corp.  has  a  92%  market  share  on 
the  U.S.  mainland,  and  its  guava  juice 
is  marketed  by  Ocean  Spray  under  the 
Mauna  La'i  brand. 

On  revenues  of  $268  million, 
Brewer  earned  $8  million  last  year. 

Here's  how  the  lbo  came  about. 
Four  and  a  half  years  ago  Brewer  was  a 
unit  of  iu  International,  a  now  de- 
funct conglomerate  that  was  deeply  in 
debt  and  looking  to  raise  cash  fast, 
lohn  W.A.  (Doc)  Buyers,  who  had 
been  rurfning  the  company  since 
1975,  saw  his  big  chance.  With  only 
$650,000  of  his  own  money,  he  as- 
sembled a  hui,  or  group  of  investors, 
including  Sheridan  Ing,  chairman  of 
Aloha  Airlines,  and  Fujio  Matsuda, 
former  president  of  the  University  of 
Hawaii.  Altogether  the  group  raised  a 
shade  over  $5  million. 

To  cover  the  balance  of  the  $189 
million  acquisition  price,  plus  $8  mil- 
lion in  fees,  Dean  Witter  sold  $35 
million  worth  of  junk  bonds,  and  a 


C.  Brewer  &  Co.'s  "Doc"  Buyers 
"Everyone  made  out  on  this  deal." 


Forbes"  April  15,1991 


81 


UP  &  COMERS 


group  of  banks  led  by  Manufacturers 
Hanover  agreed  to  lend  the  hui  $60 
million.  Another  $35  million  was 
raised  by  selling  2,400  acres  of  maca- 
damia  nut  orchards  into  a  master  lim- 
ited partnership — traded  on  the  New 
York  Stock  Exchange — and  leasing 
them  back. 

But  the  deal  didn't  fly  until  iu 
International  agreed  to  take  back 
notes  and  preferred  stock  worth  S45 
million,  and  Buyers  and  his  partners 
agreed  to  give  iu,  the  junk  bond 
buyers  and  Manufacturers  Hanover 
warrants  for  60%  of  the  company. 


made  three  rapid-fire  real  estate  deals 
with  Japanese  investors.  He  sold  them 
1,300  acres — one  golf  course  and 
three  golf  course  sites — bringing  in 
$53  million  in  hard  cash. 

Brewer  next  sold  another  1,260 
acres  of  macadamia  orchards  into  the 
master  limited  partnership  for  $19 
million.  Private  sale-leaseback  deals 
on  orchards  brought  in  another  $15 
million. 

Buyers  even  sold  and  leased  back 
Brewer's  elegant  60-year-old,  Span- 
ish-style headquarters  in  downtown 
Honolulu   for   $8.7   million  within 


Brewer's  headquarters:  sold  and  leased  back  within  days  of  the  buyout 

"I  wanted  everyone  to  know  there  were  no  sacred  cows,"  says  Buyers. 


In  1985  the  land  alone  had  been 
appraised  at  $455  million.  Why  did  it 
come  so  cheap?  Simply  put,  doing 
business  in  Hawaii  requires  a  manage- 
ment skilled  at  maneuvering  through 
a  maze  of  powerful  government  and 
union  interests.  Buyers  admits  that  he 
was  less  than  enthusiastic  about  put- 
ting these  skills  to  work  tor  another 
owner.  So  while  several  potential  ac- 
quirers looked  at  the  company, 
Buyers'  group  was  the  only  bidder. 

As  it  turned  out  the  timing  was 
excellent,  because  Buyers  and  his 
friends  got  control  of  all  that  nice 
Hawaiian  land  at  just  about  the  time 
Japanese  investors  decided  they 
ought  to  buy  up  every  available  acre  in 
Hawaii.  Buyers,  the  youngest  son  of  a 
Presbyterian  minister  and  missionary, 


days  of  the  completion  of  the  buyout. 
"I  wanted  everyone  to  know  there 
were  no  sacred  cows.  We  wanted  to 
get  that  debt  down." 

Every  cent  that  came  in  from  these 
deals  went  to  pay  down  debt  and  to 
buy  back  preferred  stock  and  war- 
rants— warrants  on  all  but  2%  of  the 
company  have  been  repurchased. 

Meanwhile,  with  tourists  pouring 
in  to  the  islands  and  with  the  Japanese 
indulging  their  taste  for  the  exotic 
nut,  Brewer  was  able  to  cancel  its  $4 
million  annual  television  advertising 
campaign  on  the  U.S.  mainland  with- 
out hurting  sales.  Macadamia  nut 
sales  climbed  to  $72  million  in  1990 
from  $55  million  in  1986. 

rakes  7  years  for  an  orchard  to 
n  producing  nuts  and  15  years 


before  it  reaches  full  maturity.  So, 
despite  Brewer's  aggressive  expan- 
sion, the  supply  of  the  nuts  has  lagged 
potential  demand.  With  more  trees 
starting  to  yield,  a  new  mainland  TV 
campaign  is  planned  for  this  fall. 

Slowly  but  surely,  Brewer  is  wind- 
*  ing  down  its   marginally  profitable 
sugar  operations,  which  have  long 
been  the  backbone  of  the  company. 
In  the  late- 19th  century  the  company 
acted  as  a  de  facto  banker  for  many 
Hawaiian  sugar  growers,  acquiring 
most  of  its  lands  in  foreclosures  fol- 
lowing  bad   sugar   crops.    Brewer's 
trucking  and  fertilizer  businesses  were 
I  also  started  to  support  the  sugar  in- 
■  dustry.  But  over  the  past  ten  years 
Brewer  has  reduced  its  sugar  produc- 
tion by  30%,  to  140,000  tons. 

The  former  sugar  land  has  been 
replanted  with  more  lucrative  maca- 
damia, guava,  orange  and  pineapple: 
Sugar  brings  in  about  $2,000  an  acre 
per  year;  the  new  crops  yield  two  and 
three  times  that. 

Moreover,  unplanted  pastureland 
that  sits  above  the  orchards,  often 
with  ocean  views,  becomes  desirable 
for  residential  development.  "We 
don't  sell  any  of  our  land,"  says  Buy- 
ers, "without  asking,  'Is  it  going  to 
make  the  remaining  real  estate  more 
valuable?'  "  He  adds  that  Brewer  has 
kept  substantial  lands  around  the  four 
golf  course  properties  it  sold. 

On  the  basis  of  land  values  alone — 
the  property  Brewer  sold  since  the 
buyout  fetched  a  60%  premium  over 
its  appraised  value — C.  Brewer  is 
probably  worth  $600  million.  With  a 
22%  equity  stake  in  the  company,  Doc 
Buyers  is  now  certainly  a  ccntimillion- 
aire.  His  investors  own  50%;  manage- 
ment owns  the  balance. 

Over  lunch  at  the  Oahu  Country 
Club,  overlooking  Honolulu  and  t he- 
blue  expanse  of  the  Pacific,  Buyers 
preens  a  bit.  "We've  had  no  layoffs. 
The  investors  and  the  junk  bond 
holders  did  well.  The  limited  partner 
ship  investors  got  a  good  yield.  And 
the  banks  got  fees,  fees,  tees."  Everj 
one,  he  adds,  "made  out  on  this 
deal." 

Maybe  that's  because  this  was  a  deal 
run  by  the  person  who  knew  the 
business  rather  than  by  a  bunch  of 
financial  types  who  wouldn't  have 
known  a  macadamia  nut  from  a  pay 
in-kind  debenture.  H 
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Last  year  50,000  children 

gave  their  parents  a 

crash  course  on  bike  helmets. 


Each  year,  50,000  children  sustain  serious  head  injuries  in  bicycle  accidents.  Wearing  an  ANSI 

or  SNELL  approved  bicycle  helmet  will  give  your  child  a  better  chance  to  walk  away  unhurt. 

For  more  information,  contact  the  National  Head  Injury  Foundation,  1 140  Connecticut  Avenue, 

Suite  812,  Washington,  D.C.  20036,  1-800-444-NHIF 


AMERICAN 

RE-INSURANCE  COMPANY 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 


Sanford  Weill,  an  authentic  Wall  Street  hero,  built  Shearson  into  a  mighty 
brokerage  house  out  of  hopeless-looking  material.  But  he's  having  trouble 
repeating  the  feat  with  Primerica.  This  time,  the  price  wasn't  right. 

Be  careful  when  you 
buy  from  Gerry  Tsai 


By  Tatiana  Pouschine  and  Carolyn  T.  Geer 


Only  someone  well  supplied  with 
self-confidence  would  buy  a  business 
from  Gerry  Tsai,  the  multimillionaire 
dealster.  Tsai  is  well  known  for  not 
leaving  much  on  the  table  when  he 
sells.  He  has  an  almost  uncanny  knack 
for  selling  right  at  the  top  of  the 
market  (see  box,  p.  86). 

Sanford  Weill,  however,  has  lots  of 
self-confidence.  He  isn't  afraid  to  buy 
damaged  goods  because  he  has  an 
impressive  touch  for  fixing  them  up. 
This  58-year-old  Wall  Street  whiz  and 
onetime  number  two  at  American 
Express  knows  how  to  fix  businesses 
and  how  to  run  them.  He  rapidly 
expanded  his  brokerage  business  in 
the  midst  of  one  of  Wall  Street's  worst 
debacles  in  the  mid-1970s  and 
stitched  together  a  major  house, 
Shearson,  from  the  wreckage  of  over  a 
dozen  failing  ones.  He  was  brash 
enough  to  try  to  take  control  of  Bank- 
America,  when  that  institution  was 
floundering  in  1986. 

So  Sandy  Weill  didn't  worry  much 
when  he  bought  control  of  Primerica 
Corp.  and  its  $14  billion  in  assets 
from  Gerry  Tsai  in  December  1988. 
Weill  was  then  running  Baltimore- 
based  Commercial  Credit  Co.,  a  mid- 
dling-size consumer  finance  outfit, 
and  was  looking  for  fast  ways  to  push 
Commercial  Credit  into  the  big  time. 

Sure,  Weill  was  well  aware  of  Tsai's 
reputation  for  knowing  when  to  get 
out.  Sure,  the  big  financial  services 
outfit  had  its  problems.  But  if  Weill 
could  fix  them,  the  deal  would  prove- 
to  be  a  bargain.  After  all,  Weill  had 
demonstrated  genius  as  a  manager; 
Tsai  was  just  a  dealmaker.  The  price: 
$1.5  billion  in  Commercial  Credit 
stock  and  cash,  plus  the  assumption  of 
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Primerica's  $1.8  billion  of  debt. 
Commercial  Credit  immediately  took 
on  the  name  of  its  new  acquisition. 

Since  then,  Weill  has  increased 
earnings  at  Primerica  to  $373  million, 
or  $3.27  a  share,  from  $2.85  a  share 
(not  counting  a  special  gain  of  76 
cents  a  share)  in  1988.  But  the 
strongest  part  of  his  company  is  still 
the  part  he  started  out  with:  Commer- 
cial Credit.  It  now  looks  as  if  wily 
Gerry  Tsai  got  the  better  of  shrewd 
Sandy  Weill. 

Weill  doesn't  agree  with  this  inter- 
pretation. "I  think  we  got  positions  in 
industries  that  represent  an  opportu- 
nity to  build  over  time,"  he  says. 
"How  we  create  that  value  or  don't 
create  that  value  depends  on  how  well 
we  do  with  those  assets." 

At  the  time  of  the  merger,  Weill 
seemed  delighted.  He  had  doubled 
his  company's  shares  outstanding, 
but  he  had  tripled  assets  under  man- 
agement. With  his  skilled  touch, 
those  new  assets  could  yield  far  higher 
profits  than  under  Tsai. 

Oh,  yes,  there  were  problems  at 
Primerica:  Tsai  had  made  a  terrible- 
mistake  with  the  prccrash  June  1987 
puchase  of  Smith  Barney,  Harris 
Upham,  a  gentlemanly  brokerage 
business,  for  $750  million,  or  twice 
book  value.  Meanwhile,  problems 
were  mounting  at  Primerica's  highly 
profitable  insurance  businesses. 

Why  would  this  troubled  giant  in- 
terest Weill?  Ego,  in  part.  Weill  was 
impatient  to  get  back  to  Wall  Street 
and  to  run  a  name  brand  company. 

Besides,  Sandy  Weill  had  fixed 
some  pretty  bad  situations  before. 
Starring  as  a  runner  at  Bear,  Stearns  in 
1955.  he  went  on  to  build  his  own 


brokerage  firm  with  three  partners. 
He  used  that  to  buy  up  a  string  of 
distressed  brokerage  companies  for 
fire-sale  prices.  These  included  bigger 
firms  such  as  Hayden  Stone,  Shearson 
Hammill  and  Loeb  Rhoades.  The  re- 
sult was  Shearson  Loeb  Rhoades.  In 
1981  Weill  sold  the  brokerage  to 
American  Express  for  around  $1 
billion,  emerging  a  rich  man  with 
the  number  two  spot  at  American 
Express. 

But  being  number  two  wasn't 
Weill's  cup  of  tea.  Pushed  aside,  he 
took  Commercial  Credit — then  part 
of  Control  Data — public  for  $660 
million  as  a  base.  In  buying  Primerica 
and  merging  it  with  the  far  smaller 
Commercial  Credit,  Weill  was  over 
night  a  big  player  in  four  businesses: 
insurance,  consumer  finance,  mail  or- 
der retailing  and  brokerage. 

Primerica  looked  impressive.  The 
insurance  segment's  pretax  earnings 
had  almost  doubled  in  two  years,  to 
$183  million,  the  year  before  the 
merger;  another  segment,  specialty 
retailing,  saw  its  pretax  earnings  climb 
50%,  to  $167  million.  Of  course,  the 
brokerage  business  wasn't  exactly 
booming — it  had  $90  million  in  ope r 
ating  losses,  thanks  in  large  part  to 
losses  oil  arbitrage — but  that  was,  a! 
tcr  all,  cyclical,  and  the  business  Weill 
knew  best 

Now  in  his  third  year  of  running 
Primerica,  Weill  has  made  some  prog 
ress  with  Smith  Harney.  The  specialty 
retailing  company,  Fingerhut,  is  now 
worth  only  two-thirds  of  what  Weill 
had  expected  to  sell  it  lor.  The  insur 
ancc  operations  are  a  can  of  worms 

According  to  A.M.  Best  Co.,  the 
insurance    industry's   primary    rating 
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agency,  Primerica's  life  insurance  op- 
eration— Milico — was,  in  1989,  the 
company  underwriting  the  most  life 
insurance,  as  determined  by  face 
amount,  for  five  years  running.  Pri- 
merica Financial  Services  (formerly 
A.L.  Williams)  currently  has  150,000 
agents,  an  army  that  easily  outnum- 
bers runner-up  Metropolitan  Life's 
14,500  agents.  Under  Weill,  roughly 
28,000  of  these  agents  now  sell  such 
other  financial  services  as  mutual 
funds  and  make  referrals  to  Commer- 
cial Credit  on  home  equity  loans.  Last 
year  they  helped  move  $670  million 
of  Primerica's  Common  Sense  Trust 
mutual  funds  and  $175  million  Smart 
home  equity  loans. 

But  the  Primerica  insurance  sales 
force  also  has  a  reputation  for  the  hard 
sell.  Last  summer  the  Tennessee  De- 
partment of  Commerce  &  Insurance 
forced  A.L.  Williams  to  cease  distrib- 
uting certain  advertising  materials  af- 
ter the  department  alleged  the  materi- 
als were  "untruthful  and  misleading 
in  fact  and/or  implication."  For  ex- 
ample, the  department  had  charged 
the  firm's  advertising  brochure  con- 
tained a  chart  that  created  the  impres- 
sion that  term  insurance  was  clearly  a 
better  buy  than  whole  life.  No  credit 
was  given,  however,  for  dividends  or 
cash  surrender  values  on  the  whole  life 
policies.  Primerica  must  submit  all 
future  advertisements  to  the  depart- 
ment for  review. 

There  is  a  problem  with  selling 
insurance  as  fast  and  as  hard  as  Pri- 
merica does:  Selling  costs  are  deferred 
into  later  years,  on  the  expectation 
that  most  policyholders  will  renew 
(see  box,  p.  88).  This  gives  rise  to 
potential  balance-sheet  weaknesses 
for  any  life  company,  but  especially  for 
Primerica,  whose  agents  sell  term  in- 
surance. As  of  last  September,  Primer- 
ica's balance  sheet  showed  $1.2  bil- 
lion  of  these  intangible  assets,  called 
"value  of  insurance  in  force  and  de- 
ferred policy  acquisition  costs." 

With  term,  unlike  with  whole  life, 
the  buyer  doesn't  have  a  strong  incen- 
tive to  renew;  nor,  in  Williams'  case, 
does  the  selling  agent  have  an  incen- 
tive to  get  the  buyer  to  renew.  Tradi- 
tional life  insurers  pay  80%  or  so  of  the 
first  year's  premium  as  a  commission 
to  the  agent  selling  a  new  policy,  plus 
smaller  commissions  each  year  the 
policy  is  renewed. 


Sanford  Weill,  chairman  of  Primerica  Corp. 

Impatient  to  ran  a  big  Wall  Street  firm,  did  he  overpay? 


Primerica,  inheriting  from  Williams 
a  highly  effective  motivation  system 
for  agents,  pays  far  more  upfront — 
1 30%  the  first  year — but  little  or  none 
on  renewal  business.  Note:  When  all 
the  costs,  including  taxes  and  issuing 
and  underwriting  expenses,  are  fac- 
tored in,  Primerica  pays  out  at  least 
1 50%  of  first-year  premiums  to  get  a 
new  policy  on  the  books.  It  takes  the 
firm  at  least  four  years  to  recoup  those 
first-year  expenses.  What  happens  if 
someone  comes  along  with  a  cheaper 
policy  and  the  customer  jumps  ship  at 
little  cost  to  himself?  If  the  policy- 
holder quits  renewing  early,  the  com- 
pany must  write  off  the  unamortized 
selling  costs,  and  a  paper  profit  can 
easily  turn  into  a  real -life  loss. 

Last  July  came  a  devastating  blow: 
The  U.S.  attorney  in  Jacksonville,  Fla. 
opened  an  investigation  of  A.L.  Wil- 
liams agents  for  reportedly  using  un- 
fair business  tactics — basically,  spying 
on  a  competitor,  a  former  employee. 
(Williams  claims  the  competitor  was 
doing  the  same  thing.)  Shortly  there- 


after Williams'  charismatic  founder, 
Arthur  Williams,  took  a  "temporary" 
leave  of  absence. 

This  despite  the  fact  that  Williams 
was  a  pretty  expensive  piece  of  talent. 
Weill  had  paid  dearly  to  get  Williams' 
business  and  his  gung-ho  agents.  Get- 
ting a  70%  stake  in  A.L.  Williams  had 
been  a  large  part  of  the  reason  for 
buying  Tsai's  financial  services  com- 
pany. After  this  acquisition,  Primerica 
had  shelled  out  another  $400  million 
for  the  remaining  30%  of  A.L.  Wil- 
liams. On  top  of  ail  this,  Primerica 
paid  Art  Williams  another  $75  million 
for  an  insurance  agency  that  was  in- 
volved in  the  business  and  gave  him  a 
20-year  incentive  contract  that  could 
pay  up  to  $35  million  a  year. 

It's  obvious  Williams'  sales  force 
will  not  be  the  same  without  Williams 
and  under  another  name.  Williams,  a 
former  high  school  football  coach,  is 
the  ultimate  motivator,  famous  for 
such  practices  as  visiting  the  troops  to 
conduct  pep  rallies  and  addressing 
them  weekly  on  satellite  television. 
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The  morale  problem  following  Wil- 
liams1 sudden  departure  may  in  part 
account  for  the  falloff  in  agents  from 
190,000  last  vear  to  a  current 
150,000. 

With  Williams  gone,  recruitment  of 
new  agents  has  slowed,  and  the  num- 
ber of  policies  sold  has  diminished 
accordingly.  Last  year  A.L.  Williams 
issued  S86  billion  (face  amount)  in 
new  individual  life  insurance,  down 
from  S95  billion  in  1989.  Never  be- 
fore in  A.L.  Williams'  history  had  new- 
sales  fallen. 

Making  matters  more  difficult,  af- 
ter a  long  period  of  growth,  the  mar- 
ket for  term  insurance  appears  to  have 
cooled.  Prices  have  dropped.  Primeri- 
ca's  bestseller  is  a  polio'  that  sets  the 
premiums  at  the  same  rate  for  20 
years.  Today  a  35 -year-old,  non- 
smoking male  could  get  SI 00,000  of 
insurance  from  Primerica  for  SI 69  a 
year.  In  1986  he  would  have  had  to 
pay  S210  for  a  similar  polio,'. 

Sandy  Weill  made  his  mark  at 
Shearson  as  a  ruthless  cost-cutter. 
Under  his  direction,  a  string  of  bro- 
kerage houses  that  had  been  individ- 
ually deep  in  losses  were  made  profit- 
able as  a  whole  because  Weill  was  able 
to  consolidate  operations  and  cut 
frills.  But  Primerica's  insurance  oper- 
ations offer  few  opportunities  for  this 
kind  of  synergy. 

In  selling  and  writing  life  insurance, 
Weill  encounters  a  business  where 
expenses  can  be  almost  impossible  to 
cut,  since  high  up-front  compensa- 
tion is  the  carrot  that  makes  his  agents 
work  so  hard  and  attracts  so  many  of 
them.  In  the  selling  structure  that 
Williams  created,  the  newly  recruited 
agent  gets  roughly  a  30%  commission 
on  a  first-year  premium,  but  the 
overseeing  managers  get  varving 
cuts  of  the  remaining  100%  for  direct- 
ing him. 

Ever  the  activist,  Sandy  Weill  has 
tried  to  deal  firmly  with  the  insurance 
problems.  To  replace  Williams  as  boss 
and  motivator  he  has  brought  in  Peter 
Dawkins,  a  retired  brigadier  general 
and  former  Shearson  executive.  But 
Dawkins  is  no  Art  Williams,  and  there 
is  considerable  doubt  that  he  can 
inspire  the  devotion  and  hard  selling 
loyalty  that  Williams  did. 

What  about  Smith  Barney,  Gerry 
Tsai's  worst  purchase  for  Primerica?  It 
is  no  longer  bleeding,  but  Weill  will 


be  hard-pressed  ever  to  put  the  firm 
into  the  first  ranks  of  investment 
bankers.  To  run  the  investment 
house,  Weill  has  brought  in  another 
brand  name  boss,  Frank  Zarb,  the  first 
energy  czar  under  President  Ford  and 
a  onetime  Shearson  executive.  Smith 
Barney's  aftertax  earnings  last  year 
were  S52  million,  indicating  it  is 
worth  something  close  to  its  S500 
million  tangible  book  value.  But 
Smith  Barney's  share  of  the  invest- 
ment banking  business  has  shrunk 
from  1.8%  to  1.2%  since  1988,  says 
Perrin  Long,  director  of  research  at 
First  of  Michigan  Corp.  Investment 
Dealers'  Digest  reported  that  Smith 
Barney  cut  bonuses  this  year  by  66%, 
making  the  firm  one  of  the  lowest 
paying  on  Wall  Street. 

Primerica   does   have   one   crown 
jewel,  the  company  Sandy  Weill  start- 


ed with:  Commercial  Credit,  which 
makes  home  equity  and  installment 
loans  to  individuals.  The  aftertax  net 
on  this  subsidiary  last  year,  before 
securities  gains  and  losses,  was  SI 54 
million  on  revenues  of  S951  million. 
The  return  on  the  operation's  S5.5 
billion  in  assets  was  at  least  double  the 
returns  reported  by  its  competitors, 
Beneficial  Corp.  and  Household 
International. 

Not  surprisingly,  Weill  has  moved 
to  expand  Commercial  Credit,  taking 
advantage  of  its  A-l/P-1  rating  (the 
highest)  for  commercial  paper  to  bor- 
row cheaply  while  lending  at  much 
higher  rates.  A  year  ago  Weill  paid  out 
S50  million  above  book  value  to  get 
the  consumer  finance  unit  of  Barclavs 
Bank,  bagging  installment  and  sec- 
ond-mortgage accounts  receivables 
of    SI     billion,     after     selling     off 


Would  you 
buy  a  used 
company 
from  this 

man.5 


Gerry  Tsai  catches  a 
trend  early,  riding  it  hard, 
then  moving  out  before 
tht  trend  peaks  and  fades. 
In  1965  Tsai,  36,  offered 
the  Manhattan  Fund  to  the 
public  on  the  strength  of 
his  widely  publicized  stock- 
picking  genius,  and  the 
public  lapped  up  shares  to 
the  eventual  tune  of 
something  like  S500  mil- 
lion— equivalent  to  a  few 
billion  dollars  today.  Flush 
with  money  and  a  glow- 
ing Business  Week  story, 
Tsai  sold  Manhattan 
Fund's  management  com- 
pany to  (  x.\,  the  big  in- 
surance company.  Tsai's 
personal  take  was  S27 
million  ofcx'A  stock,  which 
proceeded  to  rise. 

A  brilliant  deal,  5U 
perbly  timed.  Tsai  had  par- 
layed control  of  a  hot  but 
untested  mutual  fund  into 
virtual  control  of  a  giant 
insurance  company.  The 
next  year  the  mutual  fund 
started  to  go  down  on  its 
way  to  losing  90%  of  its 
value  over  the  next  several 
years,  but  never  mind. 
Tsai  became  I  \.\\  execu- 
tive vice  president  .\nd  in 


1973  reportedly  unloaded 
t  xa  stock  to  the  public 
when  it  was  trading  in  the 
20s.  Within  a  year  it  sank 
to  under  4. 

Tsai  built  himself  a 
handsome  mansion  in 
Greenwich,  Conn., 
bought  a  seat  on  the  NYSE 
and  sat  back  to  enjoy  life. 

A  few  years  later  he  was 
back  with  another  hot  idea: 
Selling  life  insurance  by 
the  mail  as  a  means  of  elimi- 
nating salesmen's  com- 
missions. He  persuaded  in- 
vestofs  and  the  media 
that  an  insurance  company 
he'd  taken  control  of.  As- 
sociated Madison  Cos.,  had 
hit  upon  a  new  low  cost 
way  of  selling  insurance.  In- 
vestors took  the  bait  and 
shares  of  Associated  Madi- 
son shot  upward. 

In  April  1981   Tsai  con 
tacted  William  Woodskk, 
chairman  of  American 
(  an,  proposing  a  joint  ven 
ture.  Woodsidc  wanted 
to  take  American  Can  into 
financial  sen  ices.  Tsai  of 
fered  his  help.  American 
(  an  already  owned  Pin 
gcrhut,  a  direct  mail  seller 
of  household  items  Win 
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$300  million  of  mobile  home  and 
auto  loans. 

It's  a  little  harder  for  Weill  to  get 
mileage  out  of  former  Primerica's 
capital,  since  its  capital  is  more  expen- 
sive. Primerica  Holdings'  bond  rating 
is  BBB+,  just  a  few  notches  above  junk 
quality,  reflecting  the  riskiness  of 
the  brokerage  business  and  the  more 
uncertain  quality  of  the  insurance 
assets. 

All  of  this  suggests  that  Weill  might 
have  delivered  a  much  better  return  to 
his  shareholders  had  he  never  bought 
Primerica.  The  bottom  line  seems  to 
be  that  he  overpaid  in  terms  of  current 
prospects  because  he  hoped  to  im- 
prove Primerica's  operations.  The  ev- 
idence shows  that  he  underestimated 
the  problems.  The  prospectus  for  the 
merger  suggests  that  although  Weill 
anticipated  that  Primerica's  previous 


earnings  statements  might  undergo 
revisions,  he  didn't  realize  how  far 
they  needed  to  be  marked  down.  Just 
before  the  merger,  Tsai's  Primerica 
was  reporting  fairly  decent  operating 
earnings  of  $150  million  for  the  first 
three  quarters  of  1988.  The  merger 
document  indicated  these  earnings 
would  be  adjusted — upward.  But  in- 
stead, when  the  merger  was  complet- 
ed, those  operating  earnings  had  van- 
ished. In  their  place  on  the  books  was 
a  loss  of  $5.4  million  for  the  year 
1988.  The  stated  reasons  included  a 
writedown  of  a  $50  million  invest- 
ment in  Ticor,  a  tide  insurance  com- 
pany, and  a  "revaluation"  of  a  mort- 
gage investment.  Only  a  capital  gain 
from  the  sale  of  Primerica's  Music- 
land,  a  retailer  of  audio-  and  videocas- 
settes,  kept  the  purchased  entity  in  the 
black  for  that  year.  Contrast:  Com- 


mercial Credit  for  its  part  had  operat- 
ing earnings  of  $  131  million  that  year. 
Weill's  letter  to  his  shareholders 
describing  the  merger  agreement  says 
that  he  figured  on  selling  Primerica's 
Fingerhut,  the  mail  order  firm,  and 
another  division,  Dunham's  Athlei- 
sure  Corp.,  a  sporting  goods  retailer, 
for  an  aggregate  $800  million  in 
1988.  It  didn't  happen.  Dunham's 
was  sold  in  the  first  quarter  of  1989 
for  $25  million.  Then  Weill  sold  28% 
of  Fingerhut  to  the  public  in  April, 
raising  $99  million.  That  represented 
a  total  market  capitalization  of  $358 
million,  a  big  haircut  on  Weill's  ex- 
pectations. "We  thought  at  the  time 
of  the  merger  we  would  be  able  to  sell 
the  company  for  somewhere  in  the 
range  of  $700  million,  perhaps  a  little 
more  than  $700  million,"  Weill  says. 
"We  tried  to  sell  Fingerhut  through 


Gerry  Tsai,  chairman  of  Primerica  until  he  sold  it  to  Weill's  firm 
His  buying  of  the  Smith  Barney  brokerage  was  inopportune, 
but  as  a  seller  his  timing  was  always  brilliant. 


not  join  the  operations  of 
Associated  Madison  and 
Fingerhut  to  sell  insurance? 
Tsai  sold  Associated 
Madison  for  $127  million 
in  cash  and  American  Can 
shares.  Now  Can's  largest 
single  stockholder,  with 
750,000  shares,  Tsai  was 
made  executive  vice  pres- 
ident and  a  member  of  the 
board.  A  few  years  later 
Tsai  sold  American  Can  his 
brokerage  firm,  G.  Tsai  & 
Co.,  receiving  another  $3.8 
million  worth  of  Ameri- 
can Can  stock. 

Tsai  was  about  to  pull 
off  his  biggest  coup.  In 
April  1986  he  stepped  in 
as  chief  executive  officer 
and  proceeded  to  unload 
the  container  factories, 
and,  poof,  American  Can 
was  soon  Primerica,  a  finan- 
cial services  company, 
with  insurance,  mail  order 
and  some  miscellany. 
Primerica  also  had  an  ar- 
rangement with  Arthur 
Williams,  founder  of  the 
A.L.  Wiiliams  agency,  to  re- 
insure a  percentage  of  the 
agency's  booming  term  life 
insurance  business.  Pri- 
merica later  began  buying 


the  whole  Williams  busi- 
ness, a  process  completed 
in  November  1989.  Tsai, 
clever  as  a  seller,  was  not  so 
fortunate  as  a  buyer;  the 
Williams  business  is  now 
the  source  of  headaches 
for  Primerica.  Also,  near 
the  peak  of  the  mid- 
1980s  bull  market,  Primer- 
ica paid  an  extravagant 
two  times  book  value  for 
Smith  Barney,  Harris 
Upham,  a  middling-size 
investment  house.  Then 
the  market  crashed  and 
brokerages  slumped  in 
value  to  something  close 
to  book  value. 

Tsai,  once  again,  sold 
out.  In  1988  Sandy  Weill 
of  Commercial  Credit 
Corp.  agreed  to  buy  Pri- 
merica for  $1.5  billion. 
Did  Sandy  Weill  get  a  good 
price  because  Gerry  Tsai 
was  bored  and  no  longer 
willing  to  handle  a  trou- 
bled company?  Or  did 
Weill,  in  his  hurry  to 
build  a  giant  financial  ser- 
vices outfit,  buy  himself  a 
can  of  worms?  As  things 
look  today,  the  shrewd 
Weill  paid  too  much  for 
too  little.  -T.P.  ma 
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June  of  1989.  We  were  not  successful. 
We  brought  in  new  management, 
who  did  a  fantastic  job  at  turning  it 
around." 

Of  course,  Primerica  has  at  least 
one  major  asset  it  did  not  have  before: 
Sandy  Weill.  But  there  is  a  basic  differ- 
ence between  the  Primerica  situation 
and  Weill's  earlier  accomplishments 
at  Shearson.  With  Shearson,  Weill 


needed  to  make  only  minimal  capital 
commitments.  The  brokerage  houses 
he  bought  were  in  such  bad  shape  that 
he  was  able  to  get  them  for  almost 
nothing — especially  considering  that 
the  New  York  Stock  Exchange  helped 
the  rescue  in  order  to  prevent  chaos 
on  Wall  Street.  Weill  bought  busi-c 
nesses  that  had  nowhere  to  go  but 
up.  In  buying  Primerica  he  paid  sub- 


stantial amounts  for  going  business- 
es— but  they  were  businesses  with 
problems. 

Weill  has  already  brought  value- 
added  to  Primerica  in  terms  of  its 
financial  credibility.  The  fact  remains, 
however,  that  the  assets  and  earnings 
he  bought  from  Gerry  Tsai  are  mostly 
second-rate.  As  usual,  Tsai  didn't 
leave  much  on  the  table.  H 


Where's 
the 

cash? 


In  the  insurance  busi- 
ness, there  are  two  sets  of 
books:  the  one  shown  to 
shareholders  and  the  one 
used  by  state  insurance 
regulators.  The  regulatory 
version  is  a  lot  more  con- 
servative, and  the  differ- 
ence between  the  two 
says  a  lot  about  how  an  un- 
derwriter goes  about  sell- 
ing its  products. 

Consider  Primerica's 
Massachusetts  Indemnity 
&  Life  Insurance  Co.,  or 
Milico,  part  of  Primerica  Fi- 
nancial Services  (formerly 
A.L.  Williams).  On  1989 
revenues  of  $782  million, 
Milico  generated  net  in- 
come of  $149  million, 
before  minority  interests. 
The  regulators  got  a  dif- 
ferent set  of  figures:  earn- 
ings of  only  $77  million. 

The  key  difference  be- 
tween the  two  sets  of  num- 
bers lies  in  the  treatment 
of  selling  costs.  The  term 
life  policies  sold  by  Pri- 
merica Financial  Services 
carry  huge  selling  com- 
missions. On  a  policy  with 
an  annual  premium  of 
$400,  commissions  to  the 
selling  agent,  and  to  the 
managers  above  him  in  the 
selling  hierarchy,  would 
total  about  $520.  In  addi- 
tion, there  would  be 
something  like  $80  in  other 


expenses. 

On  a  cash  basis,  the 
$400  policy  represents  a 
$200  cash  drain.  Yet  it 
could  be  quite  profitable  to 
Primerica  Financial  Ser- 
vices. In  later  years,  the  pre- 
miums (hopefully)  keep 
coming  in,  but  the  selling 
commissions  are  little  or 
nothing. 

So  how  does  Primerica 
account  for  such  policy 
sales  in  its  annual  share- 
holder report?  It  capitalizes 
some  of  the  selling  ex- 
penses as  an  asset  dubbed 
"deferred  policy  acquisi- 
tion costs."  It's  easier  to 
think  of  this  asset  as  "ex- 
pected future  profits,  if 
things  go  right." 

Deferred  costs  are  a 


very  intangible  asset,  con- 
tingent as  they  are  on  the 
future  behavior  of  insur- 
ance buyers.  Regulators, 
concerned  about  the  finan- 
cial health  of  insurers,  re- 
fuse to  accept  this  as  an  as- 
set on  the  balance  sheet — 
that  is,  they  don't  permit 
deferral  of  salesmen's 
commissions.  They  go  by 
cash  accounting.  A  check 
sent  to  a  salesman  this  year 
is  a  cost  on  this  year's 
profit  and  loss  statement. 
Regulatory  accounting 
also  puts  a  strain  on  an  in- 
surer's surplus,  an  item 
analogous  to  the  sharehol- 
ders' equity  in  a  report  to 
shareholders.  The  lower 
the  surplus,  the  less  new 
business  the  company  is  al- 


James  Dimon,  35,  Primerica's  chief  financial  officer 

He  helpei  Weill  turn  Commercial  Credit  into  Primerica. 


lowed  to  write. 

Milico  has  worked  to 
prop  up  its  surplus  figure, 
with  mixed  success.  In 
1988  Massachusetts  insur- 
ance inspectors  eliminat- 
ed $66  million  of  Milico's 
reported  $353  million  in 
surplus.  Why?  Milico  had 
handed  off  some  of  its 
policy  liabilities  to  a  rein- 
surer— but  that  outfit  be- 
came a  Primerica  subsid- 
iary. The  regulators  re- 
fused to  recognize  the 
Peter-to-Paul  transfer. 

Chief  Financial  Officer 
James  Dimon  says  Primer- 
ica wasn't  trying  to  pull  a 
fast  one  on  the  regulators. 
Rather,  the  reinsurance 
arrangement  had  been  in 
place  for  a  while  and  was 
challenged  only  when  two 
insurance  subsidiaries 
merged,  making  the  rein- 
surance less  of  an  arm's- 
length  transaction. 

More  recently,  Milico 
attempted  to  reduce 
charges  to  its  surplus  ac- 
count by  paying  commis- 
sions to  its  salespeople 
out  of  a  partnership  in 
which  Milico  is  a  limited 
partner  (FORBES,  Sept.  4, 
1989).  But  alas,  last  Dc 
cember  the  National  Asso 
ciation  of  Insurance 
( Commissioners  declared 
this  scheme  to  be  im- 
proper. Primerica  claims 
thai  it  had  already  aban 
doned  the  arrangement. 

"We  still  have  plenty  of 
surplus,"  insists  Dimon. 
"That's  the  important 
fact."  T.P.  and  C.T.G.  ■ 
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Accept  no  substitutes. 


At  the  end  of  the  day,  only  one  thing  really  matters.  Not  how  hard 
you  worked.  Or  how  long  you  worked.  But  what  you  accomplished. 

We're  speaking,  of  course,  about  results.  Simply  put,  the  difference 
between  merely  pacifying  a  customer  or  truly  satisfying  him. 

By  consistently  providing  our  customers  with  results,  we  have  become 

one  of  the  world's  largest 
insurance  and  financial 
services  organizations. 

With  locations  in  over 
65  countries. 

By  providing  results, 
we've  established  the 
leading  employee  life 
and  health  benefits 
company  in  the  nation. 
And  have  grown  our 
clients'  retirement  plan 
assets  to  over  $26  billion. 

In  similar  fashion, 
we've  become  one  of  the 
world's  foremost  property 
and  casualty  insurers. 
But  no  matter  which 
CIGNA  company  you  work  with,  you'll  find  that  our  people  listen 
harder,  work  smarter  and  respond  faster.  They  have  to. 
c  Because  while  there  may  be  a  substitute  for  many  things,  we've 
never  heard  of  a  reasonable  facsimile  for  results. 

Write  the  CIGNA  Companies,  Dept  R7,  Philadelphia,  PA  19192. 
We'll  show  you  exactly  how  important  results  can  be  to  the 
successful  care  and  feeding  of  your  business. 


We  get  paid  for  results! 


CIGNA 


Property  and  Casualty  Insurance  •  Employee  Benefits  •  Pension  and  Investment 


If  you  are  into  politically  correct 
thinking,  maybe  you  ought  to  look 
into  PC  investing. 

The  greening 
of  Graham 
and  Dodd 


By  Fleming  Meeks 

Four  years  ago  an  obscure  nonprofit 
group  called  the  Council  on  Econom- 
ic Priorities  slipped  into  the  main- 
stream with  an  obtuse  little  booklet 
called  Shopping  for  a  Better  World 
(Forbes,  Apr.  17,  1989).  The  shop- 
ping guide  rates  over  2,000  grocery 
products,  based  on  such  criteria  as 
their  manufacturers'  stands  on  animal 
testing  and  involvement  in  the  nucle- 
ar power  industry. 

The  shopping  guide,  now  in  its 
third  edition  (Ballantine  Books, 
$5 .95 ),  has  sold  over  800,000  copies, 
prompting  big  consumer  goods  com- 
panies like  Procter  &  Gamble  and 
Kellogg  to  turn  solicitous  when  the 
council's  writers  call. 

Now  comes  a  new  book,  The  Better 
World  Investment  Guide  (Prentice 
Hall  Press,  528  pages,  $19.95),  from 


this  same  Council  on  Economic  Pri- 
orities. Council  favorites  include  Po- 
laroid and  Digital  Equipment  because 
they've  pulled  out  of  South  Africa, 
invested  in  aids  research  and  been 
nice  to  their  workers.  On  the  other 
hand,  steer  clear  of  dangerous  compa- 
nies like  Philip  Morris  and  General 
Electric;  they  sell  cigarettes  and  build 
nuclear  power  plants. 

Behind  this  politically  correct  ap- 
proach to  investing  is  46-year-old  Al- 
ice Tepper  Marlin.  An  economics  ma- 
jor at  Wellesley  College  ('66)  and 
former  securities  analyst  at  Burnham 
&  Co.,  Tepper  Marlin  first  gained 
attention  as  a  social  activist  in  1968 
for  a  "peace  portfolio"  she  had  de- 
vised of  non-defense-related  stocks. 

She  left  the  brokerage  business  to 
start  the  Council  on  Economic  Priori- 


i 


ties  in  1969,  with  backing  from  mem- 
bers of  the  Rockefeller  family. 

Tepper  Marlin's  stock  analysis  is 
based  on  flower-children  concepts 
rather  than  on  Graham  and  Dodd. 
She  likes  AT&T  because  it  is  heavily 
unionized  but  takes  points  away  from 
the  company  for  its  work  on  the  Stra- 
tegic Defense  Initiative  and  nuclear 
weapons.  Impartial,  the  Guide  notes 
that  MCI,  too,  has  nuclear  weapons 
contracts.  For  a  "safe,  nuclear-free" 
long-distance  provider,  it  suggests 
you  try  Allnet. 

The  Better  Worlders  don't  ne- 
glect politically  correct  small  compa- 
nies. Take  Lifeline  Systems,  Inc. 
(1990  revenues,  $32  million),  which 
manufactures  a  sort  of  beeper  sys- 
tem that  allows  the  elderly  to  get  in 
touch  with  hospitals  in  case  of  emer- 
gencies. "Lifeline,"  gushes  the 
Guide,  "is  almost  by  definition  so- 
cially responsible." 

But  wait.  Wasn't  Lifeline  the  outfit 
that  sold  shares  to  the  investing  public 
at  162  times  trailing  earnings,  includ- 
ing a  considerable  chunk  sold  by  man- 
agement? Offered  at  $13  in  1983, 
shortly  before  the  company's  earnings 
turned  sour,  Lifeline's  shares  spent 
the  better  part  of  the  next  six  years 
hovering  around  4;  only  recently  did 
the  stock  rise  above  its  offering  price. 
Over  the  same  period,  the  ethically 
questionable  (to  Tepper  Marlin) 
Dow  industrials  more  than  doubled. 
Tepper  Marlin's  criteria  of  social  re- 
sponsibility don't  include  responsibil- 
ity to  investors. 

Another  darling  of  the  Guide'xs  Ben 
&  Jerry's  Homemade,  Inc.  ( 1990  rev- 
enues, $77  million).  The  book  lauds 
the  maker  of  fat-saturated  ice  cream 
for  giving  7.5%  of  pretax  profits  to 
charity  and  bucking  sexual  stereo- 
types by  providing  diaper-changing 
tables  in  factory  men's  rooms.  That 
artery-clogging,  cholesterol-laden  ice- 
cream can  be  as  deadly  as  cigarettes 
doesn't  seem  to  weigh  as  heavily  with 
Tepper  Marlin  as  the  diaper  tables  in 
the  men's  room  do. 

In  the  works,  says  Tepper  Marlin,  is 
a  shopping  guide  for  kids,  who  spend 
$75  billion  a  year  (Forms,  June  11, 
1990)  and  are  particularly  interested 
in  rain  forests  and  animal  rights. 

Not  a  bad  idea.  Gummy  Hears  .\nd 
videogames  are  a  lot  more  forgiving 
than  the  stock  market.  tM 
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Maintaining  an 
unbroken  record  of 
80  profitable  quarters, 
Freddie  Mac  stood  firm 
in  a  year  marked  by 
great  turbulence  in  the 
financial  system" 

-Leland  Brendsel 

Ihroughout  1990, 
Freddie  Mac  continued  to  set 
the  pace  in  the  industry  for  rapid 
growth  backed  by  prudent  finan- 
cial management.  It's  a  standard 
that's  allowed  us  to  set  records 
for  profitability. 

Freddie  Mac  excelled  in  other 
areas  as  well: 

♦  Our  net  interest  margin 
(revenue  base)  increased  for  the 
ninth  consecutive  year,  reaching 
$1.3  billion. 

♦  Our  net  income  totaled 
$414  million. 

♦  Our  mark- to -market  after- 
tax value  stands  at  $4.8  billion,  a 
20%  increase  over  year- end  1989. 

♦  Our  1990  reserves  stand  at 


$627  million,  a  32%  increase  over 
1989.  This  is  our  highest  year- end 
reserve  level,  relative  to  the  port- 
folio, since  1985. 

Freddie  Mac  also  made  great 
strides  in  the  area  of  product 
innovation  by  introducing  the 
Gold  PCSM  Our  ability  to 
design  solid  mortgage  purchase 


as  our  basic  principles.  The 
decisions  we  made  during  1990 
maintain  that  tradition.  Look- 
ing ahead,  we  expect  the 
key  elements  of  our  operating 
performance  in  1991  —net 
interest  margin,  net  income, 
and  mark- to -market  value  — 
to  improve  further.  These  results 


™    Freddie  Mac  Chairman,  Leland  Brendsel 

and  security  programs  is  a  hall- 
mark of  our  success.  In  1990, 
we  purchased  $75.5  billion  worth 
of  mortgages  from  lenders  and 
sold  $73.8  billion  in  original-issue 
securities  —  reflecting  continued 
high  securitization  of  mortgages 
throughout  the  housing 
finance  industry. 

Since  our  founding  in  1970, 
we've  built  our  business  with 
credit  quality  and  performance 


put  Freddie  Mac  in  a  position 
to  enhance  shareholder 
value  and  continue  to  fulfill  our 
housing  mission  in  a  safe  and 
sound  manner. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 
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THE  LARGER  CONTEXT 


Those  leftists  who  proclaim  Pope  John  Paul  II 
as  one  of  their  own  badly  misread  his  views. 

The  Church  and 
capitalism 


BY  MICHAEL  NOVAK 


Philosopher,  journalist  and  ex-U.S. 
ambassador  Michael  Novak  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


A  recent  headline  in  the  Financial 
Times  announced:  "Vatican  prepares 
attack  on  sins  of  capitalism."  Its  writer 
portrays  Pope  John  Paul  II  (the  for- 
mer Karol  Wojtyla  of  Poland)  as  "one 
of  Europe's  leading  socialists"  shoul- 
der-to-shoulder with  Willy  Brandt, 
Felipe  Gonzalez  and  Neil  Kinnock. 

The  Financial  Times  was  dead 
wrong.  To  oppose  the  "sins  of  capi- 
talism" is  not  the  same  as  opposing 
capitalism  itself.  To  describe  Pope 
John  Paul  IPs  economic  teachings  as 
having  a  "pinkish  blush"  is  wishful 
thinking  on  the  part  of  the  badly 
tattered  European  left.  (The  left  gets 
quite  a  lot  of  space  in  the  Financial 


Times.)  It  also  misses  what  is  happen- 
ing in  Eastern  Europe. 

Just  last  month,  for  instance,  the 
free-market  faction  of  Czechoslova- 
kia's Civic  Forum  captured  70%  of  the 
membership,  who  declared  them- 
selves in  favor  of  a  "free  market  with- 
out adjectives,"  and  the  students  of 
Charles  University  in  Prague  over- 
whelmingly supported  them.  This 
tide  of  freedom,  especially  economic 
freedom,  is  even  higher  in  the  pope's 
own  Poland  and  in  Hungary.  It  is 
highly  doubtful  that  the  pope  will 
turn  his  back  on  it. 

The  occasion  for  all  this  feverish 
speculation  is  the  scheduled  publica- 
tion next  month  of  a  papal  letter 
addressed  to  the  whole  world  and 
commemorating  the  first  papal  letter 
on  social  matters,  Leo  XIII's  Rerum 
Novarum  of  1891.  This  centennial 
will  stimulate  scores  of  conferences 
around  the  world.  One  such  confer- 
ence, to  be  held  at  Cambridge  Uni- 
versity in  England,  describes  in  its 
invitation  how  the  Church  will  have 
to  live  with — and  transform — a  com- 
bination of  democracy  and  capitalism. 

To  expect  the  pope  to  come  out  in 
favor  of  socialism  is  to  ignore  history. 


■ 


* 


For  more  than  100  years  the  popes 
have  opposed  the  red  menace — not 
only  Marx  and  Lenin,  but  such  social- 
ist ideas  as  the  abolition  of  private 
property  and  a  "leveling"  egalitarian- 
ism.  Leo  XIIFs  diagnosis  of  the 
"futility"  of  socialism  and  the  reasons 
it  would  fail  seem  prescient  today. 

My  own  sources  in  Rome  tell  me 
that  the  new  encyclical  will  quietly 
celebrate  freedom,  including  eco- 
nomic freedom.  Just  as  in  America, 
this  freedom  does  not  mean  freedom 
from  morality  or  from  responsibility. 
On  the  contrary,  as  the  French  Catho- 
lic social  thinker  Alexis  de  Tocqueville 
wrote  150  years  ago,  the  American 
idea  of  freedom  is  not  freedom  to  do 
what  one  desires  but  the  freedom  to 
do  what  one  ought.  As  the  American 
song  goes:  "Confirm  thy  soul  in  self- 
control/Thy  liberty  in  law." 

In  the  American  understanding,  a 
capitalist  economic  system  is  expected 
to  work — can  only  work — under  the 
rule  of  law.  The  rule  of  law  is  primary 
and  indispensable.  Beyond  that,  a 
capitalist  economy  depends  on  fideli- 
ty to  a  moral  code  (in  a  pluralistic 
society  more  than  one  moral  code  is 
available).    Moral   commitments   to 


honesty,  hard  work,  concern  for  the 
consumer  and  decency  in  dealings 
with  workers  and  with  the  public  are 
essential  to  the  system's  well-being. 

In  the  recent  past,  Pope  John  Paul 
II  has  praised  the  role  of  the  entrepre- 
neur, which  (he  says)  is  rooted  in  the 
image  of  the  Creator  endowed  in  all 
humans.  He  has  insisted  on  ethics  in 
business  dealings,  on  the  responsibil- 
ities of  the  well-off  for  the  unfortu- 
nate, and  on  the  proper  use  of  wealth 
for  the  advancement  (rather  than  the 
degradation)  of  the  human  spirit.  And 
the  pope  has  also  pleaded  with  the 
rich  nations  to  attend  much  more 
than  they  now  do  to  the  needs  of 
Latin  America,  Africa  and  Asia. 

In  his  new  letter,  die  pope  is  likely 
to  build  on  all  this.  He  will  ask  the 
affluent  to  awaken  from  self- absorp- 
tion, selfishness  and  mind-numbing 
superficiality.  He  will  ask  them,  in 
classic  Christian  terms,  to  use  their 
freedom  for  noble  purposes. 

None  of  this  pleading  for  morality 
and  compassion  constitutes  an  en- 
dorsement of  socialism.  It  is  silly  to 
imagine,  as  the  Financial  Times 
does,  that  the  pope  "reveals  an  attrac- 
tion to  collectivist  values"  and  "a 


quiet  loathing  for  aspects  of  liberal 
capitalism."  More  than  any  other 
pope,  John  Paul  II  has  defended  "the 
fundamental  right  to  personal  eco- 
nomic initiative." 

The  task  of  popes  is  not  to  please 
contemporary  ears  but  to  try  to  make 
criticisms  of  our  age  that  will  sound 
quite  telling  100  years  from  now  (as 
Leo  XIIFs  do  in  1991).  This  means 
taking  a  detached  and  judicious  view 
of  democratic  capitalism.  There  is  a 
lot  to  criticize  in  our  society,  as  con- 
servatives know  well. 

The  encyclical  will  make  American 
business  people  uncomfortable.  On 
some  points,  the  pope's  descriptions 
will  not  fit  U.S.  reality,  since  the 
whole  world,  not  just  us,  will  be  his 
audience;  most  of  the  world's  1  bil- 
lion Catholics  live  in  the  Third  World. 
His  use  of  the  word  "capitalism"  will 
be  different  from  ours;  he  tends  to  use 
"capital"  to  refer  solely  to  inert  mate- 
rial things,  and  not  to  "human  capi- 
tal" such  as  wit,  inventiveness,  know- 
how  and  hard  work.  Yet  at  the  end  of 
the  day,  the  pope's  principles  and  ours 
will  stand  together.  We  get  them  from 
the  same  place — from  "nature  and 
nature's  God."  H 


duiite  literally,   tike   test  of  tike   test 


On  a  magnificent  point  of  land,  wrapped  by  Miami's  cruise  ship 
port  and  the  beautiful  blue  waters  of  the  Atlantic  Ocean,  is 
Fisher  Island's  most  luxurious  new  address. 

Villa  del  Mare  at  Fisher  Island. 

Thirty-seven  of  this  internationally  distinguished  commun- 
ity's most  magnificent  residences,  ranging  from  3,175  to  8,275 
square  feet,  some  with  6,000  square  foot  terraces.  The  residen- 
ces of  Villa  del  Mare  are  enfolded  by  a  mile  of  splendid  ocean 


beach,  a  championship  seaside  golf  course,  grass  and  clay  tennis 
courts,  formal  and  informal  clubs,  two  deepwater  marinas  for 
yachts  to  200',  an  international  spa,  fine  restaurants,  a  dinner  thea- 
ter and  unparalleled  privacy  and  security. 

Villa  del  Mare.  Quite  literally,  the  best  of  the  best.  From 
$1 ,550,000  to  $5,025,000.  Dept.  C, 
Fisher  Island,  Florida  33109 
(305)535-6071   (800)624-3251 


This  project  is  registered  with  the  New  Jersey  Real  Estate  Commission.  NJREC  90/4-71 1  to  716.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of  the  project.  Obtain  and  read 
the  New  Jersey  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where   uch  an  offering  may  not  lawfully  be  made.  Equal  Housing  Opportunity. 


ON  THE  DOCKET 


Al  Capone  went  to  jail  for  tax  evasion.  Antitrust  cops 
are  now  using  similar  methods  to  nail  their  suspects. 

Tough  guys 


By  James  Lyons 

A  word  OF  WARNING  to  anyone  even 
thinking  about  price-fixing  or  bid- 
rigging  these  days:  The  Justice  De- 
partment's version  of  Dirty  Harry 
may  be  on  your  case.  Instead  of  just 
measuring  things  like  market  share, 
today's  trustbusters  are  dusting  off 
statutes  normally  applied  to  other 
crimes  in  order  to  snare  would-be 
antitrust  law  violators. 

A  good  example  of  the  new,  tough- 
minded  approach  is  a  crimi-  ^^^_ 
nal  prosecution  waged  last 
summer  in  Washington, 
D.C.  One  of  the  defendants 
in  the  bid- rigging  case  was 
charged  with  interstate 
transportation  of  property 
taken  by  fraud.  Here's  how 
it  worked: 

A  group  of  buyers  at  real 
estate  foreclosure  auctions 
in  the  D.C.  area  decided 
among  themselves  who 
would  bid  on  a  particular 
property.  The  fewer  the  bid- 
ders, the  lower  the  price. 
After  the  property  was  sold 
to  one  member  of  the 
group,  a  second,  private 
auction  was  held.  The  same 
property  usually  fetched  a 
much  higher  price,  and  the 
group  split  the  profits. 

Pretty  clever — until 

you're  caught.  Seven  real  estate  spec- 
ulators were  indicted  for  bid-rigging 
and  one  of  .hem  alo  faced  a  single 
count  of  interstate  transportation  of 
stolen  propen?/.  This  defendant's 
business  was  in  Maryland  and  the  real 
estate  auctions  were  in  Washington. 
Naturally,  he  traveled  between  the 
two  places,  and  carried  the  cash  pro- 
ceeds from  the  second  auctions  with 
him.  There  is  a  $5,000  threshold  to 
charge  someone  with  interstate  trans 
portation  of  stolen  property.  The 
amount  at  issue  here:  $5, .  >.67.  The 
man  pled  guilty,  as  did  all         other 


members  of  the  bid-rigging  ring. 

Says  Joe  Sims  of  the  Washington, 
D.C.  office  of  Jones,  Day,  Reavis  & 
Pogue:  "Antitrust  criminal  targets  to- 
day can  expect  the  [antitrust]  division 
to  hit  them  with  everything  and  the 
kitchen  sink." 

Justice  Department  trustbusters 
have  used  the  same  by- the -book 
method  in  their  prosecution  of  several 
waste  haulers  in  Hartford,  Conn. 


The  underlying  case  involves  an 
alleged  conspiracy  among  several 
companies  to  allocate  customers  and 
rig  bids.  The  second  charge  of  the 
two-count  indictment  names  the 
owner  of  one  of  the  trash  firms.  He 
allegedly  committed  an  act  of  extor- 
tion when  he  damaged  the  Mercedes- 
Benz  of  a  competitor  who  had  refused 
to  go  along  with  the  conspiracy. 

For  the  extortion  charge  to  pass 
muster,  the  government  has  to  show 
that  the  damage  to  the  sedan  some- 
how obstructed  commerce.  How  was 
commerce  blocked?  By  thwarting  the 


"right  to  solicit  and  to  enter  into 
contracts  with  customers,"  the  in- 
dictment reads. 

The  get-tough  approach  goes  be- 
yond adding  charges  to  indictments. 
The  president  of  a  steel  drum  manu- 
facturer in  Chicago  was  led  away  in 
*handcuffs  from  his  apartment  in  Janu- 
ary. He  was  charged  with  a  one-count 
violation  of  the  Sherman  Antitrust 
Act.  The  government  says  the  ratio- 
nale for  the  arrest  was  that  the  execu- 
tive is  a  Dutch  national  and  they 
feared  he  would  flee. 

Sometimes,  though,  the  govern- 
ment overreaches.  In  March  the  Jus- 
tice Department  was  dealt  a  blow 
when  it  unsuccessfully  prosecuted  a 
chief  executive  officer  for  his  involve- 
ment in  an  alleged  scheme  to  fix  prices 
of  respirators  and  filters  used  in  asbes- 
tos removal.  The  executive  was 
___  b  charged  wih  wire  fraud. 
How  so?  The  president  of 
one  company  telephoned  a 
competitor  in  another  state, 
who  then  called  the  FBI.  The 
feds  then  taped  several 
phone  conversations  which 
the  government  said 
showed  that  the  indicted  ex- 
t  ecutive  was  trying  to  fix 
^^^W      prices. 

Price-fixing  is  a  violation 
of  the  Sherman  Act,  but  a 
mere  attempt  to  fix  prices  is 
not.  To  nail  its  prey,  the 
government  persuaded  a 
grand  jury  to  indict  the  exec- 
utive on  four  counts  of  wire 
fraud.  The  logic  here  was 
that  an  unconsummated 
scheme  to  fix  prices  is  not 
illegal,  but  devising  a  plan  to 
defraud  someone  over  inter- 
state telephone  lines  is.  The 
victims  of  the  fraud  would  have  been 
customers  who  would  have  bought 
products  at  secretly  fixed  prices 

But  a  jury  refused  to  buy  the  prose 
cution's  convoluted  theory.  After  a 
six-day  trial,  the  jury  deliberated  for  a 
mere  50  minutes  before  acquitting 
the  executive. 

There's  a  clear  lesson  here.  Strict 
enforcement  of  the  criminal  antitrust 
laws  is  laudable.  But  when  antitrust 
cops  whip  a  set  of  circumstances  into  a 
criminal  souffle,  it  should  come  as  no 
surprise  that  able  defense  lawyer*  can 
deflate  the  CODS1  east  §■ 
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Lincoln  owners 
never  run  out  of  gas. 

BECAUSE  NO  MATTER  WHERE  they  are,  no  matter  what  time  of  day,  gas-or  any  other  kind  of  roadside  help-is  just  a  phone  call  away. 

Lincoln  provides  24-hour  roadside  assistance  at  no  charge  during  the  first  year.  It's  just  another  benefit  of  the  new  Lincoln  Commitment, 

a  program  that  includes  a  free  service  loaner  (or  rental  car  allowance  if  loaner  is  unavailable)  for  overnight  warranty  work 

and  a  four-year/50,000-mile  bumper-to-bumper  warranty  with  no  deductible.  Ask  your  dealer  for  a  copy  of  this  limited  warranty. 

The  Lincoln  Commitment.  Standard  with  every  1991  Lincoln.  It's  what  luxury  car  ownership  should  be. 


The    Lincoln   Commitmen 

Lincoln    What  a  luxury  car  should  be. 
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Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's  three 
big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc., 
is  one  of  the  world's  premier  financial  services 
groups.  We  operate  effectively  in  every  market, 
offering  expert  service  with  a  global  horizon. 
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Some  Democratic  senators  want  a  capital 
gains  tax  cut,  but  they  want  it  "targeted." 
That  would  be  great — 
for  tax  shelter  salesmen. 

The  capital  gains 
plot  thickens 


By  William  Tucker 

The  good  news  on  the 
capital  formation  front: 
Some  Democrats  in  Con- 
gress have  suddenly  gotten 
religion  on  capital  gains, 
and  are  proposing  a  cut  in 
taxes.  The  bad  news:  They 
want  to  "target"  the  cut, 
meaning  more  business  for 
accountants  and  creative 
tax  shelter  sellers. 

"Unfortunately,  one  as- 
pect of  the  Tax  Reform  Act 
of  1986  has  been  the  com- 
plete elimination  of  the  capital  gains 
tax  differential,"  said  Senator  John 
Kerry  (D-Mass.).  "This  has  affected 
our  ability  to  foster  and  to  develop 
small,  new,  innovative,  entrepreneur- 
ial ventures." 

Kerry  has  joined  Senators  Dale 
Bumpers  (Arkansas),  Thomas  A. 
Daschle  (South  Dakota)  and  Repre- 
sentative Edward  J.  Markey  (Massa- 
chusetts), all  Democrats,  in  calling  for 
targeted  cuts  in  the  capital  gains  tax, 
now  capped  at  28%. 

"This  legislation  would  establish  a 
two-tiered  tax  rate  structure  for  in- 
vestments in  new,  small  and  emerging 
businesses,"  said  Kerry,  introducing 
his  Senate  bill  in  February.  "Capital 
must  be  available  to  small  companies 
today  if  they  are  to  grow  into  the  large 
employers  of  tomorrow." 

Unfortunately,  one  look  at  some  of 
these  proposed  laws  makes  it  clear 
that  such  targeting  is  bound  to  create 
more  than  its  share  of  unintended 
consequences.  All  the  proposed  laws 
revolve  around  reducing  capital  gains 
taxes  to  investors  who  put  money  into 


small,  new  companies.  In  this  scheme 
of  things,  big  companies  and  old 
companies  are  not  potential  growth 
,  areas  in  the  economy,  so  they  do  not 
merit  access  to  cheaper  capital. 

Quite  apart  from  the  wisdom  of 
such  discriminations,  consider  the 
enormous  problem  in  those  two 
words,  "new"  and  "small."  What's  a 
new  company?  What's  a  small  one? 
Already,  loophole  strategists  are  sniff- 
ing around. 

In  both  the  Kerry  and  Bumpers 
bills,  the  break  would  go  only  to  initial 
investors.  Thus,  if  you  bought  shares 
of  Applied  Hypertronics  at  an  initial 
public  offering  and  sold  at  a  profit, 
you  could  pay  taxes  at  a  rate  as  low  as 
5%.  But  the  person  you  sold  the  stock 
to  would  get  no  break  when  he  sold. 

Consider  how  hard  it  is  to  define  a 
"new"  stock  offering.  What's  to  stop 
someone  from  creating  a  new  compa- 
ny called  Advanced  Hypertronics, 
selling  stock,  and  using  the  proceeds 
to  buy  the  assets  of  Applied  Hyper- 
tronics? Kerry's  bill  does  nothing  to 
prevent  this  maneuver. 


Next,  the  bills  would  limit  the  fa- 
vorable rates  to  investments  in  small 
companies.  "Small"  is  defined  as  hav- 
ing paid-in  capital  of  less  than  $100 
million.  (Another  special  "high-risk" 
category  would  offer  even  lower  rates 
to  companies  with  less  than  $10  mil- 
lion paid-in  capital.)  What  kind  of 
companies  would  qualify?  We  asked 
Robert  Willens,  senior  vice  president, 
tax  and  accounting,  at  Lehman 
Brothers. 

"Using  paid-in  capital  would  in- 
clude an  unexpectedly  large  number 
of  companies,"  says  Willens.  "In  par- 
ticular, any  highly  leveraged  company 
is  likely  to  qualify.  That  would  include 
most  of  your  LBOs.  As  long  as  a  com- 
pany is  financing  through 
debt  rather  than  equity,  it's 
going  to  have  a  low  level  of 
paid-in  capital." 

Among  the  large,  profit- 
able companies  that  would 
qualify  as  small  businesses 
by  having  paid-in  capital 
below  the  $100  million 
threshold:  FMC  and  Fed- 
ders.  But  if,  say,  Nucor,  the 
innovative  steel  company, 
wanted  to  raise  capital  to 
build  a  new  thin -slab  steel 
mill,  investors  would  not 
get  the  lower  capital  gains  rate.  Why? 
Nucor's  balance  sheet  is  too  conserva- 
tive. It  has  high  paid-in  capital  and 
very  little  long-term  debt. 

There's  also  nothing  in  the  bill  to 
prevent  stockbrokers  from  carving  up 
the  assets  of  large  companies  and 
selling  them  off  in  pieces  to  "new" 
companies,  each  with  less  than  $10 
million  in  paid-in  capital.  "A  drug 
company  like  Merck,  which  is  devel- 
oping dozens  of  new  pharmaceutical 
products,  could  split  each  one  into  a 
separate  subsidiary,"  says  Willens.  "It 
would  involve  some  duplicate  ac- 
counting, but  the  reduced  costs  of 
attracting  capital  would  make  it 
worthwhile." 

The  purpose  in  this  exercise,  ac- 
cording to  the  statement  Kerry  issued 
with  the  bill:  "My  bill  excludes  profits 
from  short-term  paper  investments 
and  targets  long-term  job-producing 
investment."  There's  a  good  chance, 
unfortunately,  that  if  something  like 
this  gets  signed  into  law,  the  job 
creation  will  be  on  Wall  Street,  not  in 
the  steel  mill.  ■■ 
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The  mood  is  sober  in  many  of  the 
boardrooms  in  Manhattan,  as  execu- 
tives of  giant  corporations  ponder 
uncertain  national  and  international 
economic  conditions.  But  a  few 
miles  away,  in  Flushing,  Queens, 
executives  at  very  different  businesses  are 
busy  building  and  expanding. 

Some  280,000  Asians  migrated  to 
New  York  during  the  last  decade,  more 
than  doubling  the  city's  Asian  population. 
Newcomers  from  Hong  Kong,  China, 
Korea,  Thailand,  India  and  elsewhere  have 
opened  a  variety  of  businesses  and  created 
thousands  of  new  jobs.  Many  have  con- 
gregated in  Flushing,  near  LaGuardia 
Airport,  where  they  have  not  only  opened 
stores  and  restaurants,  but  also  a  new 
Sheraton  hotel,  an  insurance  company 


and  nearly  two  dozen  banks. 
They  have  transformed  a  neigh- 
borhood that  suffered  an  eco- 
nomic slump  in  the  1970s  into  a 
bustling  and  increasingly  pros- 
perous community. 

This  kind  of  grassroots  eco- 
nomic development  is  reverber- 
ating throughout  the  New  York 
City  economy.  Asians  are  part  of 
some  854,000  immigrants  who 
settled  in  New  York  during  the 
1980s,  making  New  York  one  of 
the  few  major  non-Sunbelt  cities 
to  register  population  growth  in 
the  last  decade.  These  newcom- 
ers come  from  all  over  the 
globe — the  Caribbean  and  Latin 
America,  southern  European 
countries,  North  Africa  and  the 
Near  East.  They  have  turned  New 
York  into  perhaps  the  only  truly 
international  city.  Mayor  David 
Dinkins  likes  to  talk  about  the 
city's  population  as  a  "mosaic," 
and  New  York's  mosaic  has  more 
tiles,  in  more  hues,  than  perhaps 
any  other  city  in  the  world. 

Ellis  Island  has  become  a  museum, 
but  its  spirit  is  alive  and  well  in  New  York. 
This  spirit  is  bringing  more  and  more  tal- 
ented people  to  assume  leadership  roles 
in  existing  enterprises  and  to  start  new 
ones.  "The  entrepreneurial  spirit  of  the 
people  of  New  York  continues  to  be  a 
powerful  economic  asset,"  the 
mayor  says.  His  administration  is 
attempting  to  nurture  and  channel 
that  spirit  to  build  the  city's  economy. 

There's  no  denying  that  New 
York  has  been  hurt  by  the  current 
national  recession.  This  economic 
slowdown,  after  all,  has  been  partic- 
ularly severe  throughout  the 
Northeast.  The  effects  are  visible  in 
New  York's  unemployment  rates  and 


real  estate  prices,  and  they're  reflected  in 
the  tight  constraints  on  the  city  govern- 
ment's budget.  But  the  downturn  is  likely 
to  be  relatively  short,  and  for  those  who 
respond  appropriately,  the  recession  is 
creating  opportunities. 

"I  think  some  of  the  very  things  that 
have  caused  the  decline  to  be  rapid  and 
sharp  are  reasons  to  be  optimistic  about 
the  future,"  says  Richard  Leone,  chairman 
of  the  Port  Authority  of  New  York  and 
New  Jersey.  In  the  1950s  and  '60s,  New 
York  suffered  a  long-term  loss  of  manu- 
facturing jobs  as  companies  moved  to 
other  parts  of  the  U.S.  and  then  abroad, 
chiefly  to  the  Far  East,  seeking  cheap 
labor.  But  while  other  cities  are  still  expe- 
riencing that  drain,  Leone  says  New  York 
has  completed  the  transition  and  now  has 
"a  largely  service-oriented  economic  base." 
That  kind  of  economy  "is  easy  to  contract 
in  bad  times,"  Leone  says,  but  on  the  other 
hand,  "We  don't  have  a  lot  of  manufactur- 
ing workers  who  are  never  going  to  have 
jobs  again.  As  demand  picks  up,  it's  easy 
for  today's  businesses  to  expand." 

He  adds:  "The  tough  part  is  the  pain 
of  adjustment,  which  is  very  real  and 
affects  a  lot  of  people.  But  I  think  we'll 
find  these  newer  service  areas  are  very 
flexible.  When  the  recovery  comes,  it  will 
be  surprisingly  strong.  The  economic 
resources  are  clearly  here." 

These  resources  include  the  city's 
unrivaled  economic  and  intellectual  infras- 
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I  At  the  pinnacle  of  world  trade  is  the  World 
Trade  Center. 

Which  is  in  the  heart  of  Gateway  America,  the 
dynamic  New  York/New  Jersey  region. 
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tructure.  It's  not  simply  that  New  York  has 
one  of  the  world's  largest  mass  transit 
systems,  as  well  as  three  major  airports 
and  a  world-class  port.  Only  in  New  York 
can  businesses  find  such  easy  access  to 
the  world's  major  financial  institutions 
and  instruments.  Only  in  New  York  can 
they  find  so  many  leading  law  firms, 
headquarters  for  major  accounting  firms 
and  the  nation's  largest  array  of  advertis- 
ing and  public  relations  expertise.  More 
fundamentally,  only  in  New  York  can  busi- 
nesses be  assured  of  finding  someone 
who  can  speak  any  language,  discourse 
on  any  subject,  ply  any  trade  and  even 
prepare  any  cuisine. 

Since  taking  office  in 
1990,  Mayor  David  Dinkins 
says:  "We  have  placed  a  very 
high  priority  on  helping  the  city 
realize  its  economic  potential." 
One  early  step  was  a  major 
restructuring  of  the  city's  eco- 
nomic development  agencies 
and  activities. 

Long-range  economic 
planning  "is  our  top  priority  at 
this  point  in  the  city's  history," 
says  Sally  Hernandez-Pinero, 
deputy  mayor  for  finance  and 
economic  development.  She 
notes  that  she  has  created  the 
Industry  and  Commerce  Group 
"to  report  directly  to  me."  This  think  tank, 
which  will  draw  on  talent  from  several 
economic  development  agencies,  will 
focus  on  the  big  picture.  It  was  developed 
in  cooperation  with  McKinsey  &  Co.,  a 
leading  consulting  firm  that  has  worked 
with  the  deputy  mayor  on  a  pro  bono  basis. 

The  administration's  willingness  to 
provide  incentives  and  solve  problems 
has  been  critical  in  convincing  such  insti- 
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tutions  as  the  Commodities 
Exchanges  to  reaffirm  their  com- 
mitment to  New  York.  But  in  addi- 
tion to  business  retention,  a 
keystone  of  Mayor  Dinkins'  eco- 
nomic development  effort  is  the 
administration's  plan  to  expand 
economic  opportunities  for  busi- 
nesses and  to  create  more  jobs 
for  New  Yorkers. 

One  major  component  of 
this  has  been  a  comprehensive 
plan  to  stimulate  small-business  develop- 
ment. Dinkins  says:  "The  small  business 
initiative  is  designed  to  expand  opportuni- 
ties for  small  businesses  in  all  fields  and 
in  all  boroughs.  Big  businesses 
get  the  publicity,  but  many 
believe  smaller  businesses  are 
responsible  for  creating  more 
jobs  and  more  economic 
growth  than  industrial  giants." 
The  small-business  initia- 
tive includes  two  new  loan 
programs  to  assist  growing 
businesses  that  often  do  not 
meet  traditional  lending  criteria. 
A  $6  million  Small  Business 
Growth  Fund  has  been  created 
to  provide  financing  for  smaller 
companies.  This  revolving  loan 
fund  is  backed  by  four  major 
New  York  banks — Morgan 
Guaranty  Trust,  Bankers  Trust,  Chase 
Manhattan  and  the  Bank  of  New  York.  In 
addition,  the  city's  Financial  Services 
Corp.  will  provide  working  capital  financing 
to  service  companies  that  often  lack  the 
assets  typically  required  as  collateral  for 
commercial  loans. 

The  mayor's  initiative  has  also  estab- 
lished a  four-part  plan  to  assist  in  neigh- 
borhood reinvestment  and  business 
development.  The  Office  of  Business 
Development  will  help  organize  neigh- 
borhood merchant  associations  to 
work  together.  Moreover,  the  city's 
1  Public  Development  Corp.  and  Office 
I  of  Business  Development  are  creating 
I  facilities  in  each  borough  designed  to 
I  foster  small-business  growth  by  pro- 

o 

I  viding  space  at  below-market  rental 
\  rates  and  offering  administrative  sup- 
?  port.  One  such  business  'incubator'  is 
already  under  construction  in  the  East 
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New  York  section  of  Brooklyn. 

While  small  businesses  are  one  focal 
point,  foreign  businesses  are  another.  The 
Dinkins  administration  has  formed  the 
New  York  City  Alliance  for  International 
Business,  a  public-private  partnership 
designed  to  attract  international  businesses 
to  New  York  and  to  promote  exports  by 
New  York  firms.  More  than  100,000  peo- 
ple already  work  for  the  2,500  foreign- 
owned  firms  operating  in  the  city. 

Deputy  Mayor  Hernandez-Pinero 
says  the  Alliance  has  been  created  "to 
identify  new  foreign  markets  for  city- 
based  firms  and  attract  international  busi- 
ness and  investment  to  the  city."  Shaun 
O'Malley,  chairman  and  senior  partner  of 
Price  Waterhouse,  serves  as  co-chair  of 
the  Alliance  along  with  Hernandez-Pinero. 
O'Malley  explains  that  the  organization 
"will  enable  us  to  share  resources  and 
information,  identify  opportunities  and 
then  promote  the  city  in  a  targeted,  effec- 
tive manner." 

The  city's  economic  development 
efforts  are  bolstered  by  assistance  from  a 
number  of  New  York  firms.  At 
Consolidated  Edison,  for  example,  "We 
have  an  economic  development  depart- 
ment," says  John  Manak,  the  area  devel- 
opment manager,  and  "we  have  the  ability 
to  locate  space  for  someone  who's  inter- 
ested in  opening  or  expanding  a  business 
in  New  York.  We  can  take  them  on  tours 
of  the  area,  provide  demographic  informa- 
tion, and  do  special  studies  that  might 
include  such  things  as  a  comparison  of 
electric  costs  from  one  area  to  another." 

In  addition,  Manak  notes,  Con 
Edison  also  has  Project  Appleseed,  which 
provides  reduced  electricity  and  gas  rates 
for  companies  that  move  into  or  expand 
in  the  Con  Edison  service  area.  "This  pro- 


gram  has  been  in  existence  since  July 
of  1981,"  Manak  notes,  "and  there  are 
approximately  12,000  businesses  or  cus- 
tomers that  have  taken  advantage  of  the 
program,  which  is  responsible  for  the 
creation  or  retention  of  about  100,000 
jobs."  The  program  can  provide  rate 
reductions  ranging  from  12%  to  30%. 
New  York  City's  numerous  public 
and  private  sector  economic  development 
efforts  are  not  only  focused  on  businesses. 
New  York  is  the  home  of  a  vast  array  of 
non-profit  organizations:  Some  of  the 
world's  greatest  museums  and  cultural 
institutions  are  fixtures  of  New  York.  Of 
course,  the  city  is  also  home  to  a  number 
of  major  foundations  and  social  action 
groups,  and  it  has  40  colleges  and  univer- 
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sities.  They  play  a  crucial  role  in  making 
New  York  a  focal  point  for  American  cul- 
ture and  intellectual  life,  but  they're  also 
major  employers.  It's  estimated  that  the 
city's  19,500  not-for-profit  organizations 
employ  more  than  450,000  people.  Not- 
for-profit  employment  has  grown  at  twice 
the  overall  employment  rate  over  the  last 
15  years,  undampened  by  cyclical  fluctua- 
tions that  have  affected  other  sectors. 

"The  not-for-profit  sector  is  an 
important  engine  for  the  New  York  City 
economy,  as  well  as  a 
driving  force  in  improv- 
ing the  quality  of  life," 
says  Deputy  Mayor 
Hernandez-Pinero.  The 
Financial  Services 
Corporation  recently 
announced  a  revolving 
loan  fund  to  help  non- 
profits, and  the  city's 
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Industrial  Development  Agency  is  contin- 
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We've  been  there. 

The  year  was  1869. 

Oakey  Hall  was  New  York's  mayor. 

U.S.  Grant  was  U.S.  President. 

And  Goldman  Sachs  started  in  business. 

In  a  very  small  way,  at  first. 

But  just  as  New  York  has  grown  into 

a  city  of  international  proportions, 

we've  grown  into  an  investment  bank 

with  offices  in  cities  across 

the  country  and  around  the  world. 

Still,  New  York  is  where  we  grew  up. 
Through  good  times  and  bad. 

And  if  we've  learned  anything  about 

this  city  it's  that  it's  built  on 

a  bedrock  not  only  of  valuable  real  estate, 

but  also  generation  after  generation 

of  priceless  people  and  ideas. 

It's  been  our  privilege  to  serve  the  city's 
financial  needs  in  the  past. 

Which  is  why  we  have  such  confidence 
in  its  future. 

We'll  be  there. 


oldman 
.acns 


New  York  London  Tokyo  Boston  Chicago  Dallas  Frankfurt 

Hong  Kong  Houston  Los  Angeles  Memphis  Miami  Montreal  Paris 

Philadelphia  San  Francisco  Singapore  Sydney  Toronto  Zurich 


ADVERTISEMENT    5 


uing  to  help  finance  larger  needs.  Over 
the  last  two  and  a  half  years,  IDA  has 
approved  tax-exempt  bond  financings 
totalling  nearly  $142  million  for  15  not- 
for-profit  organizations.  In  most  cases 
the  bond  proceeds  have  been  used 
to  acquire  or  construct  facilities. 

Although  some  New  York 
institutions  and  businesses  have 
been  hurt  by  the  slowdown  in  the 
U.S.  economy,  others  are  pros- 
pering. "New  development  contin- 
ues, and  new  projects  are 
advancing,"  says  Deputy  Mayor 
Hernandez-Pinero.  In  recent 
months,  she  notes,  the  city  has 
gone  forward  with  plans  for  the 
Audubon  Biotechnology  Research 
Park.  Sponsored  by  the  city  and 
state  in  cooperation  with 
Columbia  University,  it  is  expected  to 
bring  new  economic  opportunities  to 
Upper  Manhattan. 

But  economic  development  is  occur- 
ring in  all  of  the  boroughs.  For  example, 
Citicorp,  the  nation's  largest  bank,  has 
moved  into  its  40-story  "back  office"  in 


Hunters  Point,  Queens,  a  four-minute 
subway  ride  from  Citicorp  headquarters 
on  Park  Avenue.  This  is  part  of  a  broad 
economic  redevelopment  of  Queens  that 
also  includes  the  International  Design 


Center,  which  is  moving  into  its  second 
phase  of  development. 

In  downtown  Brooklyn,  meanwhile, 
Metrotech  and  other  redevelopment 
projects  are  restoring  the  center  of  the 
borough,  bringing  in  financial  back  offices 
and  other  kinds  of  businesses.  In  the 


Larry  Feldman's 
Project  Appleseed  Savings  Made 
A  Lot  Of  Dramatic  Stories. 

Volumes  could  be  written  on  Larry  Feldman's 
efforts  to  get  his  Tower  45  off  the  ground.  fc^^^ 

First,  there  was  land  acquisition.  Next  were      |s 
two  years  of  construction  on  midtown  Man- 
hattan's west  side.  And  then  came  the  hard 
part:  attracting  tenants. 

Fortunately,  he  found  out  about  Project 
Appleseed,  Con  Edison's  program  that 
lowers  electric  and  gas  rates  for  new  com- 
mercial and  industnal  buildings  and  reno- 
vations in  New  York  City  and  Westchester. 
Reductions  are  also  available  for  busi- 
nesses that  start,  relocate  or  expand. 

Project  Appleseed  meant  each  Tower  45 
tenant's  electric  bill  would  be  cut  by 
about  12%.  Now,  Feldman's  occupancy 
rate's  almost  as  high  as  his  building. 

To  become  our  next  success  story, 
call  John  Manak  at  (212)  460-4000. 
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Bronx,  the  Bathgate  Industrial  Park  has 
attracted  a  number  of  tenants.  And  on 
Staten  Island,  Teleport  is  bringing  21st- 
century  communications  capabilities  to  a 
number  of  New  York  companies. 

In  addition  to  being  a  com- 
munications center,  New  York 
City  is  also  an  international  trans- 
portation hub.  The  city  is  a  bea- 
con for  visitors  from  all  over  who 
come  not  only  on  business  but 
also  as  tourists.  It's  a  major 
destination  for  many  Americans, 
as  well  as  more  and  more  foreign 
visitors.  Exchange  rates  have 
made  New  York  more  affordable 
than  many  major  cities  in  Europe 
I  or  Japan.  To  advance  this  impor- 
tant source  of  rev- 
enue, the  Dinkins 
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administration  has  created 
a  new  city  position,  direc- 
tor of  tourism. 

The  enormity  of  New 
York's  economic  resources 
overshadows  current  eco- 
nomic problems,  and  these 
resources  provide  a  sound 
base  for  renewed  growth. 
That's  why  Steven  Spinola,  president  of 
the  Real  Estate  Board  of  New  York,  can 
say:  "We  believe  that  the  New  York  City 
real  property  market  has  just  about  hit 
bottom,  which  means  a  peak  of  opportu- 
nity for  those  considering  whether  to 
acquire  a  building  or  sign  a  lease." 

And  he  has  the  weight  of  economic 
history  on  his  side  when  he  says,  "These 
bargain  rates  won't  be  available  very 
long."  Spinola  adds:  "One  must  remember 
that  New  York  is  very  resilient— it  always 
regains  its  powers  and  prosperity." 

The  city's  fundamental  strengths, 
combined  with  the  economic  development 
policies  being  pursued,  suggest  that  New 
York  is  positioned  to  lead  the  upturn  in 
the  American  economy  as  it  has  led  so 
many  other  trends  and  developments  in 
the  nation. 

This  supplement  was  written  by  David  S.  Glick 
under  the  direction  of  the  office  of  the  Deputy 
Mayor  for  Finance  and  Economic  Development. 
Design:  David  November  &  Co.,  Inc. 
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Presented  by  The  Real  Estate  Board  of  New  York,  Inc.  and  its  following  members: 


The  Comras  Company  Gumley-Haft  Inc. 

Emigrant  Savings  Bank  HRO  International  Ltd. 

Equitable  Real  Estate  Koeppel  Tener  Riguardi,  Inc. 

Investment  Management,  Inc.  The  Mendik  Company 

Fisher  Brothers  Newmark  &  Company  Real  Estate,  Inc. 

Glenwood  Management  Corp.  Olympia  &  York  Companies  (U.S.A.) 

Jack  Resnick  &  Sons,  Inc. 


Rockefeller  Center 
Rudin  Management  Co.,  Inc. 
Peter  Sharp  &  Co.,  Inc. 
Silverstein  Properties,  Inc. 
Solow  Building  Company 
Wm.  A.  White/Grubb  &  Ellis, 
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One  of  the 

world's  top 

economic 

powers  isrit 

a  country 


It's  New  York  City. 

A  fact  that  isn't  too  surprising  when 
you  consider  that  New  York's  market  for 
goods  and  services,  at  over  $100  billion, 
places  it  among  the  world's  top  20 
national  economies. 

As  the  international  "capital  of  capital," 
New  York  City  is  home  to  a  majority  of 
the  nation's  largest  commercial  banks,  the 
world's  top  20  investment  and  brokerage 
firms  and  a  foreign  bank  commuiii'y 
that's  larger  than  in  all  other  U.S.  cities 
put  together.  New  York  can  also  lay  claim  to 
the  lion's  share  of  Fortune  500  company 


headquarters  and  15,000  manufacturing 
firms. 

And  New  York  is  investing  in  its  future. 
To  start,  the  city  has  committed  to  spend 
more  than  $5  billion  to  produce  and  pre- 
serve affordable  housing.  There's  140,000 
miles  of  fiber  optic  cables  and  over  5  mil- 
lion telephones.  And  a  diversified  and 
well-educated  labor  pool  of  7.7  million, 
including  more  college  graduates  than  in 
any  other  city  in  America 

Now  add  to  the  picture  a  vast  service 
network  of  accounting  firms,  advertising 
agencies,  law  firms  and  engineering       DAVID    n      DINKINS 


companies  A  huge  selection  ol  lower-cost 
industrial  and  commercial  sites  through- 
out the  live  boroughs   And  a  mass  n. 
portation  system  thai  moves  5  million 
commuters  every  business  day,  qui< 
and  inexpensively. 

All  in  all.  New  York's  business  clim 
unsurpassed  by  most  countries,  let  alone 
S.  Now  why  in  the  world  would  you 
want  to  be  anywhi  re  el 

New  York  City 
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NUMBERS  GAME 


New  accounting  rules  will  make  it  easier 

to  value  companies  coming  out  of  bankruptcy. 


Starting 
fresh 


By  Laura  Jereski 

Once  in  a  while,  the  accountants 
come  out  with  new  rules  both  corpo- 
rate officials  and  investors  can  love. 

New  guidelines  that  just  took  effect 
for  the  23,000  U.S.  companies  ex- 
pected to  file  Chapter  1 1  bankruptcy 
this  year  and  thousands  more  working 
through  reorganization  will  allow 
many  of  the  companies  to  reemerge 
with  reported  assets  closer  to  their  real 
economic  value.  For  investors,  there 
will  be  more  detailed  disclosure  of 
liabilities,  and  for  the  first  time,  stan- 
dardized accounting  rules. 

"These  companies  have  been  a 
mess  to  follow,"  says  John  C.  Boland, 
bankruptcy  investor  and  publisher  of 
Bankruptcy  Values  newsletter..  The 
variations  in  accounting  make  it  hard 
to  compare  companies. 

The  rulemakers  have  appropriately 
dubbed  their  creation  "fresh  start" 
accounting.  Required  for  all  compa- 
nies that  distribute  more  than  50%  of 
their  stock  to  creditors — as  most 
companies  do  when  they  go  through 
bankruptcy — and  that  either  file 
Chapter  11  after  January  1991  or 
emerge  from  reorganization  after 
June  1991,  "fresh  start"  accounting 
treats  the  emerging  company  as  a 
brand  new  business.  Thus,  its  assets 
are  written  up  to  market  value  rather 
than  carried  at  historical  cost. 

Of  course,  establishing  market  val- 
ues is  difficult — and  often  conten- 
tious. Here's  how  it  works:  As  part  of 
the  bankruptcy  proceedings,  credi- 
tors negotiate  to  determine  a  value  for 
the  entire  company  based  on  projec- 
tions of  future  cash  flow.  Then  they 
assign  as  much  as  possible  to  tangible 
assets  like  property,  plant  and  equip- 
ment. Whatever  is  left  gets  tucked 
into  a  new  asset  called  "reorganiza- 


tion value  in  excess  of  amounts  alloca- 
ble to  identifiable  assets."  In  other 
words,  goodwill. 

Result?  A  much  healthier  balance 
sheet.  Like  goodwill,  the  "reorgani- 
zation" asset  can  create  a  company 
with  substantial  equity.  Also  like 
■goodwill,  it  will  get  amortized  over  a 
long  period.  (Since  there  must  be  a 
change  in  company  ownership  for 
"fresh  start"  accounting  to  apply, 
companies  that  simply  use  bankruptcy 
to  avoid  claims,  as  Texaco  did,  won't 
be  able  to  revalue  their  assets.) 

For  Allegheny  International,  re- 
cently renamed  Sunbeam-Oster  Cos., 
assets  valued  at  $561  million  before 
reorganization  are  now  on  the  books 
at  $686  million.  The  revaluation  in- 
creased equity  by  some  $125  million, 
or  nearly  40%.  Naturally,  the  new 
equity  will  also  enhance  many  of  the 
ratios  investors  rely  on.  For  example, 
Sunbeam-Oster's  debt  now  roughly 
equals  equity,  rather  than  outweigh- 
ing it  3-to-l. 

Hold  on,  skeptics  warn.  Remem- 
ber how  the  liberal  40 -year  writeoff  of 
goodwill  helped  bloat  balance  sheets 
of  many  companies  that  took  on  too 
much  debt?  Are  we  letting  ourselves 


in  for  the  same  problems? 

"That's  something  we're  going  to 
watch,  of  course,"  says  Richard  Rein- 
hard,  associate  chief  accountant  at  the 
Securities  &  Exchange  Commission. 

But  Ernst  &  Young's  Alan  Jacobs, 
an  expert  in  reorganization,  thinks 
the  new  accounting  ensures  fair  valua- 
tions by  involving  all  parties  in  the 
bankruptcy  negotiation.  Besides,  he 
says,  the  previous  rules  just  "didn't 
record  the  economic  realities  of  a 
restructured  business." 

They  also  didn't  provide  much  in- 
formation on  liabilities.  When  a  com- 
pany files  for  protection  from  its  cred- 
itors, it  knows  how  much  it  owes, 
right?  Look  again. 

Steelmaker  LTV,  which  filed  for  re- 
organization in  1986,  estimated  its 
liabilities — everything  from  secured 
bond  debt  to  contingent  claims — at 
$5  billion,  and  reported  that  on  its 
balance  sheet  when  it  filed,  ltv 
has  since  settled  a  $1  billion 
claim  with  creditor  Cypress  Min- 
erals for  $505  million  and  has 
tentatively  agreed  to  a  new  accord  with 
the  Pension  Benefit  Guaranty  Corp. 

Nevertheless,  ltv's  balance  sheet 
will  probably  stay  fixed  until  the  com- 
pany comes  out  of  Chapter  11.  "We 
already  estimated  the  claim,"  says 
controller  William  Twomey. 

Under  the  new  rules,  Twomey 
would  itemize  liabilities  into  narrow- 
er categories — debts  subject  to  nego- 
tiations and  fixed  debts.  Also,  emerg- 
ing companies  would  discount  their 
liabilities  if  they  offered  new  securities 
with  below- market  interest  rates. 

What's  the  proper  way  to  account 
for  lawyers'  and  investment  bankers' 
fees  that  can  run  to  millions  monthly 
for  large  cases  like  ltv?  It  makes  sense 
to  expense  them  along  the  way — and 
that's  what  the  new  rules  call  for.  In 
the  past,  some  clevei  companies  capi- 
talized the  fees  on  the  theory  that  part 
of  the  work  would  benefit  the  compa- 
ny as  a  going  concern.  Then,  as  Con- 
current Computer  Corp.  is  consider- 
ing, they  wrote  off  the  fees  all  at  once 
on  coming  out  of  reorganization — 
and  used  the  loss  to  offset  the  taxable 
gain  from  discharging  debt. 

All  in  all,  here's  a  sensible  change: 
Make  liabilities  clearer  and,  if  reorga- 
nization has  made  an  enterprise  via- 
ble, recognize  the  value  to  sharehold- 
ers on  the  company's  books.  WM 
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Silly,  smarmy,  sophomoric 
and  very  successful. 


"How  do  you  like 
our  Hooters?" 


By  Seth  Lubove 

IT'S  lunchtime  at  the  beachcomber- 
style  shack  in  Irving,  Tex.,  and  the 
packed  house  of  frat  boys,  business 
men  and  women,  and  older  folks  is 
munching  happily  on  spicy  chicken 
wings  and  beer.  Suddenly,  the  wait- 
resses stop  serving,  snatch  Hula 
Hoops  off  a  hook  near  the  front  door 
and  start  twisting  madly.  For  this  the 
healthy  young  women  are  suitably 
attired  in  orange  micro  gym  shorts 
and  teensy  tank  tops.  The  diners 
whoop  lustily,  and  some  even  grab 
their  own  Hula  Hoops  and  join  in. 

Some  fun,  huh?  It  is  to  the  regulars 
at  Hooters,  a  restaurant  chain  that 
more  than  lives  up  to  its  motto:  "De- 
lightfully tacky  yet  unrefined."  And 
sinfully  successful,  it  might  add.  Since 
1983  Hooters  has  grown  from  its 


original  Clearwater,  Fla.  oudet  to  49 
locations  in  ten  states,  with  system  - 
wide  sales  approaching  $100  million. 
It  plans  to  add  1 6  locations  this  year, 
expanding  north  and  west  from  its 
roots  in  Florida  and  the  South.  This  at 
a  time  when  the  $80  billion  sit-down 
restaurant  business  is  going  nowhere. 

Profit  margins?  An  eye -popping 
16%.  Enticing  enough  to  spawn  a 
number  of  other  so-called  breastau- 
rarrts,  mosdy  in  Florida,  with  names 
like  Mugs  &  Jugs,  Melons,  and 
Knockers.  So  far,  though,  the  original 
is  way  out  front,  and  growing  some 
20%  a  year. 

Subde  Hooters  isn't — another  res- 
taurant slogan  proclaims  baldly: 
"You'll  love  our  Hooters."  Appropri- 
ate activities  at  Hooters  include  wink- 
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Lost  in  Hooter  heaven 

The  formula  is  more  tease  than  titillation 
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ing,  leering,  nudging  and  smirking. 
But  not  slobbering.  The  Hooters  for- 
mula is  more  innocent  tease  than 
titillation,  sort  of  a  Li'l  Abner-style 
Playboy  Club  with  Daisy  Mae  bun- 
nies. The  lame  double  entendres  fly 
fast  and  furious,  but  that's  as  far  as  it 
goes.  Hooters  patrons  get  beer,  wine, 
bar  food  and  bawdy  bonhomie  for  an 
average  check  of  $8.  And  nothing 
else.  Which  helps  Hooters  draw  a 
mixed  clientele  and  avoid  being  stig 
matized  as  a  topless  bar  with  tops. 

"It's  American — not  motherhood 
and  apple  pie,  maybe,  but  food,  folks 
and  fun  with  a  little  bit  of  sex  appeal,  " 
says  West  Palm  Beach  restaurant  con 
sultant  Tom  Feltenstein. 

But  there's  a  lot  more  to  Hooters1 
marketing  than  just  frat-housc  humor 
and  hormones.  The  restaurants  are 
publicity-generating  machines,  and 
Hooters  gets  most  of  that  publicity 
free.  Hooters  girls  arc  fixtures  at  local 
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golf  tournaments,  football  and  base- 
ball games  and  charity  events.  The 
restaurants  pay  the  girls  $10  an  hour 
to  serve  as  animated  billboards,  and 
there's  never  a  lack  of  invitations. 

Several  local  TV  stations  in  Texas, 
Utah  and  Florida  use  Hooters  girls  in 
skits  during  commercial  breaks  in 
late-night  movie  broadcasts.  The  sta- 
tions give  Hooters  free  airtime. 

There's'  more.  Chevrolet  lent 
Hooters  a  fleet  often  new  cars  embla- 
zoned with  the  Hooters  logo  (an  owl, 
silly).  Chevy  figures  oglers  can't  help 
but  catch  a  glimpse  of  the  car  at  the 
same  time.  The  semipro  basketball 
team  from  Jacksonville  named  itself 
the  Hooters.  And  when  a  visiting 
amateur  boxing  team  from  the  Soviet 
Union  came  to  Tampa  in  1987,  the 
newspaper  story  carried  a  photo  of  the 
team  not  in  the  ring  but  at  the  local 
Hooters. 

Then  there's  the  merchandise,  car- 


"ried  in  special  retail  sections  of  every 
Hooters  restaurant.  The  biggest  seller 
is  the  Hooters  T  shirt,  but  there  are 
also  hats,  calendars  and  videotapes. 
This  is  pretty  tame  stuff — lots  of 
splash  and  squeal  shots  at  poolside. 
But  it  doesn't  hurt  sales  in  the  least. 
When  the  Soviet  boxers  were  inter- 
viewed by  U.S.  cable  TV  back  in  Mos- 
cow two  years  ago,  they  tested  glas- 
nost  by  asking  the  U.S.  crew  how  to 
get  more  Hooters  calendars  into  Rus- 
sia. Annual  Hooters  merchandise 
take:  $6  million. 

Perhaps  Hooters'  greatest  publicity 
coup  came  when  Hooters  girl  Lynne 
Austin  appeared  as  the  July  1986 
Playboy  centerfold.  Since  then,  Austin 
has  had  a  kind  of  special  status  as  head 
Hooter  on  billboards  and  in  other 
Hooters'  publicity.  That's  just  the 
kind  of  big  break  other  Hooters 
girls — mostly  local  college  students — 
are  waiting  for.  Which  is  one  reason 


L.D.  Stewart  (second  man  from  right), 
other  Hooters  founders,  employees 
The  founders  wanted  something 
"delightfully  tacky  yet  unrefined," 
and  that's  exactly  what  they  built. 


they'll  work  for  only  $2.06  an  hour, 
compared  with  an  average  starting 
wage  of  $5  at  McDonald's.  Another 
reason  is  tips  that  can  run  as  high  as 
$150  a  night. 

None  of  this  occurred  to  L.D. 
Stewart  when  the  inspiration  for 
Hooters  struck  in  1983.  Stewart,  a 
onetime  University  of  Illinois  defen- 
sive end  and  painting  contractor,  fig- 
ured Hooters  would  be  a  mildly  prof- 
itable excuse  for  swilling  beer  and 
ogling  blondes.  Stewart  and  five 
friends  ponied  up  $139,000  for  the 
first  restaurant  and  hit  the  beaches 
around  Clearwater  recruiting  local 
talent.  "We're  a  bunch  of  charac- 
ters," says  Edward  Droste,  a  real  es- 
tate manager  and  Hooters  founder 
who  is  now  the  marketing  man  for  the 
enterprise.  "Hooters  is  basically  our 
personalities  personified." 

Believe  him.  A  recent  interview 
with  three  of  the  six  founders  began 
over  pitchers  of  beer  in  Clearwater, 
continued  in  a  beer- stocked  van  en 
route  to  another  Hooters,  and  ended 
over  yet  more  pitchers  in  Tampa. 
Hard  work?  "No,  not  very,"  allows 
Stewart. 

That's  partly  because  somebody 
else  is  now  managing  Hooters'  fu- 
ture. Stewart  and  his  cohorts  sold 
expansion  and  franchise  rights  to  a 
group  of  Atlanta  investors  in  1984. 
The  Atlanta  group  formed  Hooters  of 
America,  which  owns  18  Hooters 
outright  and  has  franchised  32  more. 
The  six  founders  get  3%  royalties  on 
all  sales,  which  helps  pay  for  five 
matching  Mercedes  sedans,  three 
with  Hooters  license  plates. 

Hooters  of  America  is  a  lot  less  laid- 
back  than  the  founders.  First  new 
rule:  ties  in  the  office.  Hooters  will 
also  hire  a  public  relations  firm  to 
"clarify"  Hooters'  image  and  fend  off 
inevitable  feminist  protests  as  it  moves 
into  Chicago,  Pittsburgh,  Kansas 
City,  St.  Louis  and  New  York.  But,  for 
a  restaurant  whose  waitresses  wear  T 
shirts  reading  "More  than  a  mouth- 
ful," clarification  may  not  help 
much.  WM 
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Taiwan  established  itself  in  electronics  as  a  copycat. 
Now  it  wants  to  graduate  into  innovation  and  brand 
names.  It's  off  to  a  strong  start. 

The  great  leap 
forward 


By  Andrew  Tanzer 

The  island  started  out  as  a  haven  for 
trademark  and  patent  piracy.  Then  it 
cleaned  up  its  act  and  got  into  com- 
puter clonemaking.  Now  Taiwan  has 
discovered  the  next  stage  of  techno- 
logical maturity:  the  innovative  prod- 
uct. For  example,  one  Taiwanese 
company,  Microelectronics  Technol- 
ogy, developed  the  portable  satellite 
phone  that  became  famous  in  the  war 
against  Iraq.  Another,  Acer,  is  financ- 
ing work  on  a  4- megabit  memory 
chip,  the  better  to  compete  with  U.S. 
companies  in  the  personal  computer 
market. 

To  be  sure,  this  dynamic  island  still 
does  a  lot  of  traffic  in  clones.  Taiwan  is 
the  third-largest  supplier  of  personal 
computers,  after  the  U.S.  and  Japan, 
and  most  of  that  volume  is  from 
cheap,  no-name  knockoffs  of  the  IBM 
PC.  But  a  growing  number  of  compa- 
nies are  more  than  just  fast  followers: 
They  are  first  to  market  in  some  prod- 
uct categories  and  are  selling  under 
their  own  brand  names. 

The  Taiwanese  government  has 
heavily  supported  the  information  in- 
dustry since  the  early  1980s,  with 
such  contributions  as  Hsinchu  Sci- 
ence Industrial  Park,  an  imitation  Sili- 
con Valley  50  miles  southwest  of  Tai- 
pei. The  government  has  also  stimu- 
lated investment  with  tax  holidays, 
investment  credits,  venture  capital 
and  low-interest  loans.  The  private 
sector,  for  its  part,  was  able  to  move 
quickly  into  computers  because  of  a 
strong  electronics  infrastructure.  In 
essence,  such  old  consumer  giants  as 
rca,  Zenith  and  Philips  colonized 
Taiwan  and  in  the  course  of  doing  so 
created  local  skills  in  industries  such  as 
printed  circuit  boards,  chip  packag- 
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ing,  components  and  plastic  injection 
molding. 

Microelectronics  Technology  Inc. 

Every  time  cnn's  Peter  Arnett  filed  a 
report  from  Baghdad  on  his  portable 
satellite  telephone,  he  was  giving  free 
advertising  to  this  Taiwanese  compa- 
ny, mti  developed  and  manufactures 
the  75-pound,  $53,000  suitcase-size 
phone  system,  which  is  marketed  by 
the  firm's  66%-owned  U.S.  subsid- 
iary, Mobile  Telesystems  Inc.  "Every 
time  there's  a  war  or  a  disaster,  we  get 
good  publicity,"  says  Chi  Hsieh,  47, 
president  of  the  Taiwanese  parent. 

mti  started  in  a  simpler  business: 
making  microwave  circuits  used  in  the 
telecommunications  products  of  bet- 
ter-known manufacturers.  But  it 
moved  upward  very  quickly.  Founded 
in  1983  in  Hsinchu  Science  Industrial 
Park  by  eight  Chinese  microwave  en- 
gineers who  met  while  working  in 
California,  mti  now  holds  at  least  60% 
of  the  world  market  for  portable  satel- 
lite phones.  Last  year  the  firm  earned 
an  estimated  $11  million  on  sales  of 
$65  million  (U.S.  dollars). 

As  with  many  Hsinchu  startups,  the 
Taiwan  government  lured  the  talent 
home  by  offering  incentives  such  as 
venture  capital.  Why  not  start  the  firm 
in  California?  "In  the  U.S.,  opportu- 
nity is  not  as  easy  as  in  the  old  days," 
explains  Hsieh.  "There's  a  lot  more 
room  to  grow  in  the  Far  East  than  in 
the  U.S." 

mti,  which  invests  10%  of  sales  in 
research  and  development,  was  also 
attracted  by  Taiwan's  abundant  pool 
of  relatively  inexpensive  engineers. 
Patrick  Wang,  chairman,  says  the 
company  is  able  to  maintain  product 


quality  and  attention  to  detail  because 
it  has  as  many  manufacturing  engi- 
neers as  research  engineers.  Wang,  a 
former  Hewlett-Packard  engineer, 
says  an  equivalent  U.S.  firm  would 
have  only  a  third  as  many  manufactur- 
ing engineers  as  research  engineers. 

The  deregulation  of  telecommuni- 
cations paved  the  way  for  new  prod- 
ucts. In  1984,  as  direct  broadcast 
satellite  TV  began  to  boom  world- 
wide, mti  launched  a  business  making 
converters  that  shift  incoming  micro- 
wave signals  to  the  longer  wave- 
lengths of  broadcast  television.  An- 
other business  in  which  the  company 
is  a  leader  is  making  digital  short- 
range  radios.  These  devices  enable  a 
corporation  to  bypass  the  phone  com- 
pany when  making  phone  calls  or 
sending  data  among  clusters  of  build- 
ings, such  as  in  an  industrial  park. 

But  MTi's  biggest  coup  was  its  land- 
based  portable  satellite  phone.  Before 
MTI  bought  a  controlling  share  of 
Mobile  Telesystems  in  1988,  the  U.S. 
company  was  a  subsidiary  of  Comsaf 
and  the  leading  supplier  of  land  based 
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ABOVE: 

Chi  Hsieh, 

of  Microelectronics 

Technology 

"Every  time 

there's  a  war  or 

disaster,  we  get 

good  publicity." 


RIGHT: 

Stan  Shih, 
of  Acer  Inc. 
If  the  world 
is  a  go  board, 
can  he 
surround  his 
opponents? 


phone  systems.  The  market  took  off 
after  MTI  designed  and  launched  a 
much  smaller,  lighter  product  in  mid- 
1989  that  could  be  carried  in  one 
suitcase  and  set  up  in  five  minutes. 
The  phonCcan  carry  voice,  data  or  fax 
communications  from  anywhere  in 
the  world  at  a  cost  of  $10  a  minute. 
MTI  is  struggling  to  keep  up  with  the 
demand  from  the  media,  military,  em- 
bassies, oil  and  mining  companies  and 
disaster  relief  and  expedition  teams. 

The  company's  shares,  first  offered 
last  August  on  the  Taiwan  Stock  Ex- 
change, have  doubled  in  price,  valu- 
ing the  founders'  65%  stake  at  $200 
million.  Hewlett-Packard,  which 
bought  22%  of  the  company  in  1985, 
has  a  capital  gain  of  over  $50  million. 


Says  Hsieh:  "We've  succeeded 
yond  our  wildest  dreams." 


be- 


Acer  Inc. 

Acer  is  an  accomplished  clonemaker: 
It  is,  for  instance,  the  world's  fourth- 
largest  producer  of  personal  comput- 
ers using  the  Intel  386  chip,  accord- 
ing to  InfoCorp,  after  IBM,  Compaq 
and  NEC.  But  its  grand  ambitions  have 
come  at  a  price.  The  company  was 
barely  profitable  last  year  on  estimat- 
ed revenues  of  $1  billion.  What  went 
wrong?  After  averaging  100%  a  year 
from  1976  to  1988,  growth  slowed 
and  failed  to  keep  up  with  overhead. 
Acer  is  also  suffering  from  a  few  dud 
acquisitions  and  two  years  of  heavy 
losses  in  the  U.S.  PC  market. 


Acer  was  founded  by  Stan  Shih, 
chairman,  who  has  become  a  kind  of 
folk  hero  on  an  island  rich  in  entrepre- 
neurial talent.  Now  46,  Shih  is  a 
homegrown  engineer  who  developed 
the  first  penwatch  ani  Taiwan's  first 
calculator  before  starting  Acer  in 
1976.  Acer  developed  one  of  the 
world's  first  Chinese  language  com- 
puter terminals  and  input  systems. 
Then  it  went  into  the  clone  business. 

Although  Taiwan  has  hundreds  of 
PC  clonemakers,  Acer's  strategy  has 
been  unusual.  While  most  of  Taiwan's 
computer  makers  and  apparel  makers 
are  content  to  manufacture  goods 
that  will  be  sold  under  foreign  brands, 
Shih  insisted  on  selling  under  his  own 
brand  name  (55%  of  Acer's  PC  sales) 
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and  investing  in  global  distribution. 
He  explains:  "You  don't  control  your 
own  destiny,  you  don't  create  enough 
value  if  you  don't  do  your  own  mar- 
keting under  your  own  brand  name. 
Our  commitment  is  to  become  a 
global  company,  not  just  to  make 
money." 

And  while  most  clonemakers  are 
content  to  assemble  off-the-shelf 
components,  Acer  invests  heavily  in 
research  and  development  (5%  of 
sales)  and  vertical  integration.  Acer 
used  the  $170  million  it  raised  on  the 
rampaging  Taiwan  stock  market  in 
1989  to  take  a  majority  stake  in  a 
$350  million  joint  venture  with  Texas 
Instruments  that  will  begin  produc- 
ing 4-megabit  memory  chips  in  Tai- 
wan later  this  year. 

Acer's  initial  marketing  strategy 
was  to  penetrate  smaller  markets, 
mainly  developing  countries,  where 
there  was  less  competition.  Thus, 
Acer  is  one  of  the  top  three  PC  brands 
in  such  markets  as  Scandinavia,  Aus- 
tria, Southeast  Asia  and  Chile.  Shih, 
who  likens  marketing  to  a  go  board, 
on  which  a  player  attempts  to  sur- 
round his  opponent  without  himself 
being  surrounded,  explains:  "We 
went  from  the  countryside  to  the  city, 
from  the  periphery  to  the  core." 

That  core  is,  of  course,  the  U.S., 
where  Acer  finds  itself  surrounded  by 
more  recognizable  names.  Shih 
grumbles:  "Even  a  bankrupt  Silicon 
Valley  company  has  a  better  image 
than  a  Taiwan  company.  We  have  the 
technology  and  can  produce  good 
products,  but  we  lack  strong  sales 
channels." 

Basic  personal  computers  have  be- 
come almost  a  commodity  in  the  U.S. 
And  so  Acer,  which  now  has  big- 
corporation  overheads,  is  moving 
into  the  upper  range  of  the  market. 
This  year  it  will  boost  production  of 
486-based  machines  and  launch  a 
notebook  computer.  Last  year  it  paid 
$94  million  for  San  Jose,  Calif. -based 
Altos  Computer  Systems,  a  maker  of 
network  hardware. 

After  years  of  putting  growth  be- 
fore profits,  Shih  publicly  reversed  his 
strategy  recently.  In  January  he  laid 
off  400  workers,  a  shocking  event  in 
high-growth  Taiwan.  Vows  the  char- 
ismatic chairman:  "After  two  years  of 
investment  and  restructuring,  you'll 
see  a  new  Acer  in  1991."  M 


Ca?  i  a  manufacturer  of  workstations  for  engineers 
persuade  airlines  and  banks  to  use  its  products 
in  place  of  bigger  machines?  Sun  Microsystems 
is  doing  just  that. 

The 

Trojan  horse 
approach 


By  Julie  Pitta 

Ask  Chairman  Scott  McNealy,  36, 
who  Sun  Microsystems'  most  serious 
competitor  is,  and  he  says  IBM.  That 
might  surprise  anyone  who  thinks  of 
Sun  as  a  manufacturer  of  workstations 
for  techies.  But  McNealy 's  answer  is 
more  than  youthful  arrogance.  Sun 
has  had  increasing  success  with  the 
airlines,  banks  and  insurance  compa- 
nies that  have  traditionally  purchased 
IBM  equipment.  And  this  success  is 
coming  in  the  nick  of  time:  Sun  is 
running  out  of  engineers  to  sell  to. 

The  first  years  of  Sun's  life  were 
spent  on  Easy  Street.  Sun's  founders 
perceived,  where  minicomputer  mak- 
ers like  IBM,  Digital  Equipment  Corp. 
and  Data  General  did  not,  a  pent-up 
demand  among  engineers  for  a  rela- 
tively cheap  (under  $20,000)  com- 
puter they  could  put  on  their  own 
desks.  So  it  was  that  Sun's  revenues 
shot  up  from  $8.6  million  in  1983,  its 
first  year,  to  $2.5  billion  in  the  fiscal 
year  that  ended  last  June.  In  the  De- 
cember 1990  quarter  Sun  earned  $39 
million,  nearly  double  its  earnings  of 
the  same  quarter  of  1989,  on  reve- 
nues of  $735  million. 

Now,  with  its  easy  revenues  behind 
it,  Sun  has  to  face  competitors  that  are 
catching  up.  Having  bought  Apollo 
Computer,  Hewlett-Packard  is  now 
selling  two- thirds  as  many  worksta- 
tions as  Sun;  its  latest  model  delivers 
57  million  instructions  per  second  of 
power  for  only  $12,000.  After  flop- 
ping with  its  first  workstations,  IBM 


has  a  winner  with  its  RS/6000.  Per- 
sonal computer  maker  Compaq  is 
creeping  up  the  size  scale  toward  Sun, 
with  plans  to  develop  a  powerful  net- 
work server  using  a  reduced-instruc- 
tion-set chip  from  Mips. 

While  all  these  threats  loom,  Sun 
has  to  contend  with  the  fact  that  there 
are  only  so  many  scientists  and  engi- 
neers left  who  don't  already  have  a 
workstation  on  their  desks.  Thus,  Sun 
is  forced  to  become  more  imaginative 
in  seeking  out  customers.  Already,  a 
third  of  Sun's  revenues  come  from 
commercial  customers  like  North- 
west Airlines,  Federal  Express  and 
Swiss  Bank.  The  commercial  share  is 
bound  to  increase. 

Sun  still  isn't  in  a  position  to  dis- 
place IBM  mainframes  with  clusters  of 
its  workstations.  Rather,  it  is  persuad- 
ing businesses  to  use  workstations  to 
tackle  new  problems.  "We  tend  to  get 
the  early  adopters  of  technology," 
says  Sun  Vice  President  Eric  Schmidt. 
Wall  Street  was  early  to  adopt  Sun 
workstations  using  the  flexible  Unix 
operating  system.  The  calculating 
power  of  a  Sun  machine  is  useful  to 
evaluate  options  or  predict  Ginnic 
Mae  repayment  rates.  Now  traders 
have  discovered  that  they  can  use  a 
Unix  system  to  call  up  information 
from  various  sources  and  manipulate 
it.  Merrill  Lynch,  Sheared)  Lehman 
Hutton  and  Bear,  Stearns  all  have  Sun 
workstations  on  their  trading  room 
floors. 
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There's  never  been 

a  better  time 

to  buy  a  Canon 

plain  paper  FAX. 


The  Laser  Class™  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  quality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  won't  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770  also  offers  UHQ™  (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  "fuzzy"  lines  and  edges  of  faxes 
you  receive — both,  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  April 
30th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX-L770,  even  when  you've  run  out  of  paper.  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  of  8  Vi "  x  11"  paper  with  your 
purchase.  So  you  won't  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  for  up  to  one  year; 

Purchase  your  FAX-L770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd,  1992J 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  Laser  Class  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
orcalll-800-OK-CANON. 


Canon 

LASER  CLASS 

F  A  X  -  L  7  7  0 


En|Oy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  lor  details  at  participating  Canon  dealers 
Available  only  in  US 


•Oilers  available  at  participating  authorized  Canon  FAX  Dealers 

tSubject  to  credit  approval,  beginning  February  23rd,  1992,  for  all  qualifying  purchases  made  on  your  Canon 
Credit  Card,  Finance  Charges  will  accrue  at  an  Annual  Percentage  Rate  of  up  to  1 7,88%  with  a  minimum  Finance 
Charge  of  50t  for  any  month  in  which  a  Finance  Charge  is  due. 
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Sun's  McNealy 
More  than 
computers 
for  teenies, 
Sun  machines 
are  finding 
fans  among 
traditional 
IBM  buyers. 


"It  starts  with  a  pilot  program  and 
then  we  can  start  to  take  over  a  com- 
pany," says  Schmidt.  Sun  got  inside 
Eastman  Kodak  with  an  initial  order 
for  workstations  to  do  engineering 
design.  Soon  enough,  Sun  had  orders 
for  workstations  to  manage  databases 
for  Kodak's  marketing  department 
and  its  mail  room. 

Unix  provides  a  good  vehicle  for 
writing  custom  software;  Sun's  work- 
stations are  fast;  and  the  company 
provides  networking  software  to  link 
its  machines  into  work  groups. 
Northwest  Airlines  uses  500  Sun 
workstations  scattered  through  sever- 
al locations  at  its  Minneapolis  base  to 
monitor  ticket  usage.  Previously 
Northwest  had  no  way  of  knowing 
that  a  particular  flight  cancelation 
might  have  forced  passengers  >  use 
Northwest  tickets  on  an  Ame  ican 


Airlines  flight.  The  Sun  system  also 
checks  to  see  if  the  correct  airfare  was 
charged,  a  task  of  considerable  so- 
phistication in  this  day  of  loony  fare 
setting.  Northwest  estimates  that  the 
system  holds  35  gigabytes  of  informa- 
tion; that's  the  equivalent  of  350 
encyclopedias. 

Selling  to  these  new  customers  has 
forced  Sun  to  make  changes  in  the 
way  it  designs  its  products.  Schmidt 
once  tried  to  install  an  engineering 
workstation  on  his  own.  It  took  him 
eight  hours,  16  times  as  long  as  it  took 
him  to  set  up  an  Apple  Macintosh.  "I 
went  berserk,"  says  Schmidt,  who 
blames  a  large  part  of  the  problem  on 
poor  manuals.  The  manuals  have 
been  rewritten,  and  the  new  machines 
are  designed  to  be  simpler  to  install 
and  maintain,  with  fwer  parts. 

With    price/performance    becom- 


ing a  game  of  leapfrog,  McNealy  real- 
izes that  the  differentiating  factor  is 
software.  So  he  has  reorganized  Sun 
to  create  two  software  subsidiaries, 
one  to  develop  more  software  and 
peripheral  products  for  Sun's  version 
of  the  Unix  operating  system  and  the 
other  to  improve  Unix  itself.  Sun  has, 
for  instance,  added  a  friendly  graphi- 
cal interface  to  the  intimidating  Unix 
operating  system. 

Going  commercial  has  required 
Sun  to  improve  its  customer  service. 
Engineers  are  more  likely  to  fix  .i 
problem  on  their  own;  bond  traders 
need  hand-holding.  Sun  enlisted  in 
tegrators  like  Arthur  Andersen  & 
Co.  to  design  and  maintain  Large 
systems  for  companies  like  North- 
west Airlines.  In  short,  the  best 
defense  against  an  attack  from  ihm  is 
a  good  offense.  ■■ 
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Inaccurate  information,  incomplete  infor-  died  manually.  And  when  you  consider  matters  most:  the  children.  As  important  as 
motion,  information  that  doesn't  arrive  the  that  the  key  to  helping  children  is  to  make  it  is,  however,  it's  just  one  example  of  how 
moment  you  need  it  can  hurt.  Obviously,         informed  decisions  and  to  make  them  fast,         we  work  closely  with  customers  to  solve 

POOR    INFORMATION    CAN    HURT    SOMETHING 
MORE    SACRED    THAN    PROFITS. 


it  hurts  people  in  business.  But,  unfortu- 
nately, there  are  times  when  the  people 
that  it  hurts  are  children.  And  no  group  is 
working  harder  to  prevent  that  than  child 
protection  workers  throughout  the  country. 
But  look  at  what  they  face.  Caseworkers 
are  overloaded.  And  the  number  of  child 
abuse  cases  is  on  the  rise.  Compounding 
the  problem  is  the  mounting  burden  of 
legal  and  administrative  tasks.  And  the  fact 
that  paperwork  is  still  by  and  large  han- 


even  the  most  Herculean  effort  often  isn't  tough  problems.  Today  the  systems  and 

enough.  That  was  the  problem.  And  to  applications  Bull  has  developed  for  law 

Berrien  County,  Michigan,  it  was  under-  enforcement,  social  services  and  the  courts 

standably  the  toughest  problem  in  the  are  used  by  state  and  local  governments  in 

world.  In  a  joint  effort  with  caseworkers,  43  states.  Call  1-800-233-BULL,  ext. 

we  developed  the  Bull  Child  Protection  2300,  for  a  free  demonstration  of  the  Bull 

System.  Which  gives  caseworkers  instant  Child  Protection  System.  In  Canada  1  -800- 

access  to  critical  information  so  decisions  268-41 44.  It  isn't  one  of  the  biggest  sys- 

can  be  made  in  minutes.  And         Worldwide  terns  we've  ever  developed, 
by  reducing  clerical  tasks,  it 
lets  workers  focus  on  what 


Information 

Systems 


Bull     ft 


But  to  us  it  is  undoubtedly 
one  of  the  most  important. 


We  solve  the  toughest  problems  in  the  world. 


■M,',lilim;l'lffl 


COMPUTERS/COMMUNICATIONS 


Data  take 
to  the  skies 


BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting  company  in 
New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


For  communication  engineers,  the 
most  exciting  thing  since  optical  fiber 
is  the  new  world  of  wireless  transmis- 
sion. From  cellular  telephones  and 
low-power  personal  communications 
devices  to  local-area  networks  and 
global  satellite  systems,  the  move- 
ment away  from  traditional,  wire- 
based  technologies  is  transforming 
the  communications  industry.  That 
will  mean,  further  down  the  road,  a 
transformation  of  the  computer  in- 
dustry. Wherever  voice  calls  can  be 
sent,  data  calls  can  go,  too.  Someday 
the  skies  will  be  filled  with  wireless 
invoices,  memos,  graphical  images 
and  perhaps  even  interoffice  video. 

Wireless  technology  is  spreading  as 
a  result  of  engineering  advances  that 
make  it  possible  to  crowd  more  sig- 
nals into  the  existing  radio  channels. 
Another  factor  is  the  rise  of  the  so- 
called  personal  communications  net- 
works, which  use  pocket-size,  take- 
them-anywhere  telephones,  now  be- 
ing   developed    in    Europe.    Th 
there's  the  conversion  of  today's  ana 
log  cellular  telephone  network  to  - 
digital  system,  due  to  take  place  in  t 
U.S.  over  the  next  two  to  five  year 
The  prime  motive  for  this  shift  is  to 
lower  the  cost  of  voice  transmissions. 
Notwithstanding  that  voices  start  out 
analog  and  have  to  be  converted  back 
to  analog  at  the  other  end,  digitiza- 
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tion  pays  because  it  can  squeeze  more 
voice  calls  into  a  given  amount  of 
airspace.  But  a  side  effect  of  the  con- 
version will  be  reduced  rates  for  com- 
puter data,  which,  after  all,  start  out  as 
digital.  The  surging  popularity  of  lap- 
top computers — likely  to  make  up 
half  of  all  new  computer  sales  within 
five  years — has  created  a  large  poten- 
tial demand  for  communications 
among  all  those  mobile  computers. 

At  present,  most  of  the  companies 
involved  in  wireless  data  communica- 
tions are  either  very  large — such  as 
Motorola  and  IBM — so  that  even  a 
very  successful  wireless  venture  would 
have  little  effect  on  overall  corporate 
earnings,  or  small  and  private,  which 
precludes  investment  by  individuals. 
Yet  wireless  data  communication  is  a 
technology  worth  watching. 

Several  companies — for  example, 
Qualcomm,  Geostar  and  American 
Mobile  Satellite — are  using  nation- 
wide networks  of  satellites  or  special 
radios  to  enable  dispatchers  to  know 
the  precise  location  of  every  truck  in  a 
fleet  and  to  stay  in  touch  with  the 
driver,  no  matter  where  the  truck  is. 

To  a  lesser  degree,  computer  infor- 
mation also  is  being  sent  over  cellular 
telephone  systems.  For  example,  al- 
though it's  expensive  and  cumber- 
some to  do  so,  a  growing  number  of 
people  are  using  cellular  phones  to 
send  facsimile  images.  As  costs  drop 
and  the  equipment  gets  better,  other 
types  of  data  also  will  be  sent  on 
cellular  systems.  Indeed,  estimates  are 
that  data  will  make  up  a  fifth  of  all 
cellular  traffic  by  mid-decade  and  will 
exceed  voice  traffic  before  the  decade 
is  over.  Already,  one  company,  Cellu- 
lar Data,  has  developed  a  data  applica- 
tion that  squeezes  more  capacity  out 
of  currently  allocated  cellular  band- 
width without  diminishing  the  sys- 
tems' voice  capacity. 

The  inexpensive  technology  of 
paging,  however,  may  be  the  most 
immediately  practical  of  the  several 


approaches  for  providing  personal 
computers  with  longer-distance  com- 
munication. SkyTel  (formerlv  Na- 
tional Satellite  Paging)  is  developing  a 
nationwide  paging  system,  and  AT&T 
is  experimenting  in  the  area.  Paging 
would  be  a  useful  adjunct  to  dial-up 
*  message  services,  such  as  MCI  Mail. 
Suppose  a  paging  alert  could  sound 
whenever  a  message  for  you  arrived  at 
the  central  MCI  computer,  and  that 
this  alert  were  tied  in  with  software 
that  would  automatically  dial  MCI,  log 
on  and  download  the  message. 

Such  pagers  could  be  especially 
useful  in  the  pocket-size  personal 
computers  and  electronic  organizers 
that  are  becoming  increasingly  nu- 
merous, such  as  those  from  Poqet, 
Casio  and  Sharp.  These  are  machines 
designed  to  be  one's  constant  com- 
panion; what  better  place  to  put  a 
pager,  now  that  the  circuitry  is  smaller 
than  a  wristwatch.  Among  the  com- 
panies exploring  this  area  is  PageMart 
of  Dallas. 

One  factor  that  may  slow  the 
growth  of  paging  services  linked  to 
personal  computers  is  the  relatively 
high  cost  established  by  the  FCC  for 
nationwide  paging.  Other  difficulties 
I  foresee  have  to  do  with  the  same 
data-entry  concerns  that  have  retard- 
ed the  growth  of  the  alphanumeric 
pager  business.  Vendors  haven't 
found  a  really  convenient  way  for 
callers  to  enter  messages,  and  the 
process  usually  involves  an  operator 
who  transcribes  dictation.  A  Poqet,  of 
course,  solves  the  problem;  it  has  a 
tiny  keyboard.  Pen- based  portable 
computers,  when  they  arrive,  will 
make  it  that  much  easier  for  the  caller 
to  enter  a  message  on  his  own. 

In  the  wireless  business,  regulation, 
distribution  and  experience  will  be  so 
important  that  most  of  the  growth 
will  go  to  the  very  large  companies 
that  already  dominate  the  communi- 
cations industry.  But  there  will  be 
opportunities  for  new,  small  comp.i 
nies.  The  need  for  ease  of  use  will 
create  opportunities  for  software 
publishers,  for  instance.  For  digit.il 
hardware  companies,  the  greatest  po 
tential  lies  in  partnerships  and  joint 
ventures  with  the  communications 
giants,  which  are  expert  in  sending 
messages  but  which  have  never  been 
very  good  at  marketing  anything  that 
even  resembles  a  computer  ■■ 
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The  merger  of  GTE  and  Contel  is 
based  on  the  same  principle. 


Two  companies  naturally  fitting  together.  Each  a  leader  in  the  telecommunications  field, 
sharing  similar  goals  and  philosophies.  Together  we'll  build  a  more  competitive  company, 
and  provide  our  customers  with  a  greater  variety  of  services  at  the  most  economic  prices. 
GTE  and  Contel.  Proving  mergers  don't  have  to  be  complicated  to  work. 
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Most  industrial  accidents  are  preventable.  Here's  an  insurance 
company  that  spends  millions  researching  new  ways  to  avoid  them 

Exorcising  demons 
from  the  boiler 


By  Carolyn  T.  Geer 


Hartford  Steam  Boiler's  Wilson  Wilce 
with  company's  trademark  steam  locorr 
"We're  trying  to  keep 
the  car  from  running 
into  the  brick  wall." 
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Just  after  9  a.m.  on  Tuesday,  Mar. 
6, 1990,  the  ground  shook  in  Crested 
Butte,  Colo.  An  explosion  ripped 
through  a  two-story  bank  in  the 
downtown  section  of  the  tiny  ski  re- 
sort town,  killing  3  people  and  injur- 
ing 14.  Hundreds  of  rescue  workers 
and  passersby  used  their  bare  hands  to 
dig  out  survivors  from  the  rubble. 
When  the  dust  settled,  all  that  re- 
mained standing  was  the  vault  of  the 
Crested  Butte  State  Bank.  Now,  a 
year  later,  the  bank  has  been  rebuilt, 
but  insurance  companies  still  face  at 
least  $2  million  in  claims. 

The  cause  of  the  blast?  A  leak  in  an 
underground  propane  gas  main,  ac- 
cording to  the  town's  fire  marshal, 
who  says  the  blast  could  have  been 
averted  with  ordinary  soil  testing. 

To  some  insurance  companies, 
spending  money  to  prevent  industrial 
accidents  is  a  cost  with  a  distant  bene- 
fit. To  Wilson  Wilde  it  is  a  big  oppor- 
tunity. Wilde  is  president  of  Connect- 
icut-based Hartford  Steam  Boiler  In- 
spection &  Insurance  Co.,  the  leading 
provider  of  boiler  and  machinery  in- 
surance in  the  U.S.  Last  year  the 
company  posted  revenues  of  $562 
million,  mainly  from  insurance  premi- 
ums and  engineering  services. 

Hartford  Steam  Boiler  didn't  in- 
spect the  Crested  Butte  bank.  Had  it 
done  so,  it  is  possible  the  accident 
would  not  have  happened.  Last  year 
Wilde  spent  over  $5  million  on  re 
search  and  development,  including 
soil  testing  methods  for  detecting 
deadly  gas  leaks  like  the  one  in  ( 'rest 
ed  Butte. 

"Our  interests  and  our  customers1 
interests  are  aligned, "  says  Wilde,  63, 
who  joined  the  company  as  an  invest 
merit  analyst.  "Both  of  us  are  going  to 
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Nuclear-generated  electricity  saves  more  oil  each  day 
than  we  used  to  import  from  Iraq  and  Kuwait. 


Generating  electricity  with  nuclear 
energy  instead  of  imported  oil  helps 
reduce  America's  dangerous  dependence 
on  unstable  energy  sources. 

With  112  operating  plants  in  this 
country,  nuclear  electricity  already  cuts 
U.S.  oil  imports  by  740,000  barrels 


every  day.  That's  more  than  the  oil  we 
imported  from  Iraq  and  Kuwait  before 
hostilities  broke  out  last  August. 

But  America  still  imports  about  half  the 
oil  it  consumes— the  equivalent  of  four 
huge  supertankers  of  foreign  oil  every  day. 

We  need  more  nuclear  plants— to  meet 


America's  growing  electricity  demand 
and  to  bolster  our  independence  from 
dangerously  unstable  energy  sources. 
For  more  information  and  two  free 
booklets,  write  to  the  U.S.  Council  for 
Energy  Awareness,  P.O.  Box  66080, 
Dept.  ST09,  Washington,  D.C.  20035. 


Nuclear  energy  means  more  energy  independence. 
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be  hurt  financially  if  an  accident  oc- 
curs, so  we  can  justify  investing  time 
and  money  in  loss  prevention." 

Of  Hartford  Steam  Boiler's  4,000 
employees,  2,500  are  scientists,  engi- 
neers or  technicians.  The  technical 
types  analyze  the  risks  involved  in 
insuring  the  property  of  machine - 
intensive  businesses  such  as  electric 
utilities,  chemical  plants  and  paper- 
making  facilities.  (The  company 
doesn't  insure  against  liability  for  in- 
juries.) But  more  than  that,  the  engi- 
neers work  to  lower  the  risks  after  they 
have  underwritten  a  policy.  Over  the 
years,  Hartford  Steam  Boiler  has  de- 
veloped tools  and  techniques  to  de- 
tect tiny  leaks  in  above-ground  stor- 
age tanks,  for  example,  or  stress  points 
on  huge  papermaking  rolls — all  in  the 
hope  of  preventing  accidents  and 
cosdy  equipment  failures. 

That's  the  basis  on  which  the  com- 
pany was  founded  125  years  ago.  A 
bunch  of  young  Hartford  business- 
men who  called  themselves  the  Poly- 
technic Club  set  out  to  find  a  way  of 
preventing  steam  boiler  explosions,  a 
common  occurrence  in  mid- 19th- 
century  America.  While  others  attrib- 
uted the  explosions  to  acts  of  God  or 
demons  in  the  boiler,  the  polytech- 
nics subscribed  to  the  less  fatalist  the- 
ory that  explosions  occurred  when 
the  pressure  in  the  boiler  became 
greater  than  the  ability  of  the  boiler  to 
withstand  it.  They  reasoned  that  peri- 
odic inspections  would  go  a  long  way 
toward  preventing  accidents.  They 
combined  their  inspections  with 
guarantees  and,  in  1866,  incorporat- 
ed Hartford  Steam  Boiler. 

The  firm  has  come  a  long  way,  but 
inspecting  and  insuring  steam  boilers 
is  still  a  big  part  of  its  business.  Indus- 
trial boilers  contain  miles  of  tubing  in 
which  water  is  heated  at  high  pressure 
to  make  steam.  If  even  one  tube  be- 
comes corroded,  it  can  explode,  dam- 
aging surrounding  tubes.  Worse  yet, 
if  the  explosion  isn't  dealt  with  in 
time,  the  hot  tubes  can  dry  up  and 
cause  a  meltdown  or  fire. 

A  year  ago  Hartford  Steam  Boiler 
pioneered  a  device  to  examine  hard- 
to-reach  boiler  tubes  for  corrosion. 
Conventional  ultrasonic  inspection 
methods  only  allowed  engineers  to 
make  random  spot  thickness  mea- 
surements in  accessible  areas.  So 
Hartford  Steam  Boiler  commissioned 


Crested  Butte  State  Bank  after  explosion 
Could  soil  testing  have 
averted  a  tragedy? 


a  Canadian  company,  Russell  Tech- 
nologies, to  make  a  probe  that,  when 
inserted  into  a  boiler  tube,  uses  elec- 
tric signals  to  determine  the  thickness 
of  the  tube  wall  and  "wall  loss." 

Hartford  Steam  Boiler  helped  its 
electric  utility  and  other  clients  come 
up  with  an  alternative  to  replacing 
cracked  rotors  in  huge  steam  tur- 
bines. Replacing  broken  rotors  is 
costly  and  time-consuming,  but 
welding  them  used  to  be  considered 
too  risky.  If  a  100-foot  welded  rotor 
comes  apart  while  spinning  at  3,000 
revolutions  per  minute  in  a  room-size 
turbine,  it  can  destroy  the  turbine, 
propelling  hunks  of  metal  through 
the  walls  of  the  generator  building. 
Hartford  Steam  Boiler  figured  out  a 
way  to  diagnose  a  turbine's  many 
vibrations  using  various  sensors,  elec- 
tronic filters  and  mathematical  equa- 
tions. In  this  way  it  could  tell  if  a  rotor 
blade  or  bearing  was  in  trouble. 

With  its  sensing  technology  in 
hand,  Hartford  Steam  Boiler  began 
offering  it  to  utilities.  It  approached 
the  Pennsylvania  Electric  Co.  in 
Shawville  with  a  proposition:  Hither 
purchase  a  new  rotor  for  $3.7  million 
and  close  your  generator  for  88 
weeks,  or  spend  $600,000  to  weld  the 
cracks  and  close  for  only  8  weeks.  If 


you  agree  to  weld  your  broken  rotor, 
we'll  monitor  it  with  our  equipment, 
and  if  anything  goes  wrong  we'll  pay 
the  price.  The  experiment  was  a  suc- 
cess, and  weld-repairing  rotors  is  now 
standard  in  the  industry. 

More  recendy,  Hartford  Steam 
Boiler  has  developed  computer-based 
expert  systems  to  use  with  its  vibra- 
tion-sensing gear.  In  fact,  the  compa- 
ny now  devotes  a  dozen  engineers  and 
about  40%  of  its  r&d  money  to  such 
studies.  It  maintains  a  huge  database 
in  Hartford  that  customers  can  access 
with  a  modem  and  a  password.  The 
customer  sends  electronic  signals 
from  the  turbine,  and  the  computer 
diagnoses  the  problem. 

Is  all  this  expense  and  effort  worth 
it?  The  answer  is  yes.  Last  year  the 
typical  property/casualty  insurance 
company  took  in  $1  of  premiums  and 
paid  out  $1.10 — 80  cents  in  claims 
and  30  cents  in  expenses.  That  trans- 
lates into  an  underwriting  loss  that  has 
to  be  covered  with  investment  in- 
come. By  contrast,  Hartford  Steam 
Boiler's  dollar  of  premium  income  is 
offset  by  37  cents  of  claims  and  5 1 
cents  of  expenses.  The  result:  under- 
writing profits  year  after  year,  and  a 
40%  market  share  in  its  odd  specialty. 
The  company's  shares  have  climbed 
elevenfold  over  the  past  decade. 

Perhaps  other  insurers  should  in- 
vest more  in  loss  prevention  research. 
Allendale,  Arkwright  and  Protection 
Mutual — the  so-called  Factory  Mutu- 
al companies — collectively  spend  $6 
million  a  year  on  r&d,  mostly  related 
to  fire  prevention.  Then  there's  the 
Insurance  Institute  for  Highway  Safe- 
ty, funded  by  283  U.S.  insurance 
companies.  Its  annual  budget  of  $7 
million  (0.01%  of  car  insurance  pre- 
mium volume)  goes  to  determine 
things  like  where  to  put  the  stan- 
chions so  cars  won't  cross  into  the 
wrong  lane. 

But  in  general,  says  Wilde,  "The 
insurance  industry  has  defined  re- 
search and  development  as  monies 
invested  in  lower  operating  cost."  He 
describes  as  an  example  the  wide 
spread  practice  of  crashing  cars  into  .i 
brick  wall  to  figure  out  the  cheapest 
way  to  fix  a  fender.  "That's  solely 
beneficial  to  the  underwriter.  Our  RA tD 
is  customer  beneficial.  We're  trying  to 
keep  the  car  from  running  into  the 
brick  wall  in  the  first  place."  M 


118 


Forbes  ■  April  15,  11,<JI 


The  Invest  in  France  Agency 


We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


NEW  YORK 

CHICAGO 

LOS  ANGELES 

HOUSTON 

TEL:  212-757-9340 

TEL:  312-661-1640 

TEL:  213-879-0352 

TEL:  713-526-1565 

FAX:  212-245-1568 

FAX:  312-661-0623 

FAX:  213-785-9213 

FAX:  713-526-3802 
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What,  no 
baldness  cure? 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Liability:  The  Legal 
Revolution  and  Its  Consequences. 


If  we  can  make  such  smart  weapons, 
how  come  we  can't  detoxify  sludge, 
recycle  disposable  diapers  or  invent  a 
better  potato  peeler?  Expect  to  be 
asked  this  sort  of  question  often  in  the 
coming  decade  or  so,  especially 
around  election  time. 

Most  of  this  how-come  rhetoric 
should  be  treated  as  the  political  gas 
that  it  is.  But  many  thoughtful  people 
are  nevertheless  puzzled  by  the  gap 
between  our  skill  in  producing  high- 
tech  weapons  and  our  flagging  posi- 
tion in  the  mass  manufacture  of  con- 
sumer goods,  electronics  in  particu- 
lar. Is  it  really  our  destiny  to  supply  the 
world  with  Patriots  while  others 
churn  out  Panasonics?  No.  Compar- 
ing apples  and  ordnance  is  not  a  very 
useful  pastime.  Nonetheless,  the  per- 
formance of  our  technologies  on  the 
battlefield  should  be  cause  for  cele- 
bration, not  regrets,  in  our  commer- 
cial sector. 

Start  with  the  basics  of  the  science 
of  destruction.  A  bomb,  artillery  shell 
or  missile  is  one  part  matter — the  size 
of  the  bang — and  several  parts 
mind — where  the  bang  occurs.  The 
mind/matter  proportions  distinguish 
stupid  weapons  from  smart  ones. 
Chemical  and  biological  weapons  are 
exceptionally  dumb;  ecoterrorism  is 
more  stupid  still. 

In  smart  weapons,  by  contrast, 
pounds  of  guidance  substitute  for 
tons  of  explosive.  Radar  and  comput- 
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ers  track  the  trajectories  of  incoming 
shells,  so  that  the  return  fire  can  be 
instantly  lethal.  The  upgraded  B-52s 
carry  more  computers  and  fewer 
bombs,  and  do  much  more  damage. 
The  contest  between  Patriot  and 
Scud  is  likewise  one  of  information 
against  mindless  mass.  Indeed,  when 
the  Patriots  were  originally  modified 
to  work  against  missiles,  much  of  the 
redesign  involved  nothing  but  the 
computer  software. 

So  what  (if  any)  relevance  does  this 
have  to  selling  vcrs?  Similar  tradeoffs 
between  mind  and  matter  occur 
everywhere  in  civilian  life.  One  part  is 
thinking — the  conception  and  de- 
sign, the  software  end  of  things.  The 
other  part  is  matter — the  manufactur- 
ing, the  hardware,  the  assembly  line. 
And  in  commercial  life,  as  in  war, 
the  manpower-intensive,  brute-force 
component  is  declining  in  importance 
year  by  year.  Smarts,  whether  burned 
into  chips  or  distributed  on  disks,  are 
displacing  dumb  mass  everywhere, 
and  at  a  blistering  rate.  In  cars  and 
planes,  washing  machines  and  ovens, 
just  as  in  bombs,  well-educated  pieces 
of  sand — silicon  chips,  in  other 
words — are  displacing  enormous 
amounts  of  matter  and  energy. 

This  is  good  news  for  America, 
because  we  remain  very  good  at  the 
fine  crafting  of  silicon  and  similar 
mind-intensive  endeavors.  In  analyz- 
ing the  race  for  supremacy  in  comput- 
ers, some  pundits  invariably  focus  on 
the  dumbest  component,  the  memo- 
ry chip.  But  most  of  the  value  of  the 
computer  lies  elsewhere.  One  large 
part  is  in  the  design  of  microproces- 
sors and  other  intelligent  chips,  and 
U.S.  companies  still  lead  the  world  in 
this  sphere.  Another  part  is  in  the 
software,  the  production  of  which  we 
utterly  dominate.  Where  we're  some- 
times beaten  today  is  in  mass  produc- 
tion and  the  assembly  line.  But  the 
more  you  move  toward  the  mind  end 
of  th  igs,  the  better  American  indus- 
try pei  forms. 


The  relative  importance  of  smart 
components,  and  of  our  dominant 
position  in  providing  them,  is  going 
to  increase,  not  decline.  True  enough, 
many  of  today's  competitive  battles 
involve  a  complex  mix  of  creative 
brain  and  mass -production  brawn, 
<and  the  lapanese  certainly  do  excel  at 
perfecting  components,  refining  de- 
signs, controlling  quality  and  pushing 
available  technology  to  its  limits.  But 
despite  the  incessant  hand-wringing, 
we  remain  highly  competitive  at  the 
front  end  of  this  process,  where  inno- 
vation, flexibility  and  creative  genius 
are  paramount. 

Better  than  the  lapanese,  better 
than  anvone  else,  we  have  learned 
how  to  manage  and  encourage  the 
kinds  of  free,  radical,  even  heretical 
thinking  that  drive  the  information 
society.  It's  for  just  that  reason  that 
our  old  nemesis,  the  Soviet  Union, 
has  dropped  completely  out  of  the 
competitive  picture.  As  Margaret 
Thatcher  observed  in  a  speech  some 
weeks  ago,  our  economy  in  the  1980s 
was  impelled  by  information;  theirs 
was  fueled  by  vodka. 

When  it  comes  to  extrapolating 
from  our  military  triumph  in  the  Gulf 
to  our  prospects  in  the  more  civil 
contest  of  world  trade,  expect  a  lot 
of  speculation  from  down -in -the - 
mouth  types  who  are  always  on  the 
lookout  for  failure  lurking  behind 
every  American  triumph.  The  dust 
had  hardly  settled  on  the  Mare  Tran- 
quilitatis  before  the  how-comers  were 
demanding  to  know  why  the  nation 
that  could  land  a  man  on  the  moon 
hadn't  yet  eliminated  poverty  or 
cured  baldness.  We  must  now  brace 
ourselves  for  another  round  of  how- 
come  pessimism.  The  pessimists  will 
prophesy  doom  for  America  every- 
where but  on  the  battlefield. 

The  optimists  will  keep  in  mind 
that  the  technologies  that  prevailed  in 
the  Gulf  are  the  technologies  of  free- 
dom. The  two  go  together.  No  one 
can  doubt  any  more  that  advanced 
technology  helps  preserve  freedom. 
What  is  often  overlooked  is  that  lice 
dom  is  what  gives  us  the  initiative  and 
flexibility,  the  confidence  and  creativ 
ity  to  develop  the  advanced  technol 
ogy.  Human  freedom  is  the  ultimate 
Competitive   resource   in   the  age   of 
information.    And    we    remain    the 
freest  nation  on  earth.  Hi 
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Why  present  in  color  and 
leave  them  with  black  and  white? 

A  lot  of  hard  work  goes  into  creating  effective  presentations.  Black  and  white 
copies  never  do  them  justice.  With  a  Canon  Color  Laser  Copier  in  your  office, 
you  get  the  world  s  best  color  copies,  and  the  ability  to  create  better  presen- 
tations by  reducing  and  enlarging  originals,  reproducing  from  slides,  and 
making  full-color  overhead  transparencies.  All  of  which  not  only  shows  your 
work  to  its  best  advantage,  it  enhances  your  company's  image  as  well. 
Find  out  how  affordable  it  is  to  put  a  Canon  Color  Laser  Copier 
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PERSONAL  AFFAIRS 


■  mmihi",  ran 


The  fun  of  genealogy  these  days  isn't  searching 
for  royals  in  your  family  tree.  It's  in  finding  colorful 
scoundrels  and  forebears  born  out  of  wedlock. 

Great-great- 
grandfather was 
a  what.5 ! 


By  Richard  Phalon 

The  passion  for  genealogy'  is  hardly  a 
new  pursuit.  But  nowadays  fewer 
folks  are  combing  archives  to  see  if 
they  belong  to  the  General  Society  of 
Mayflower  Descendants  or  if  they 
qualify  for  membership  in  the  Daugh- 


ters of  the  American  Revolution. 
These  days  people  seem  to  revel  in 
discovering  forebears  who  arrived  in 
steerage  or  a  relative  who  was  hanged 
as  a  horse  thief.  Thanks  to  computers, 
the  search  is  getting  easier  and  cheap- 


Philip  Lax,  head  of  the  Ellis  Island  Restoration  Commission 
Its  computer  will  be  able  to  track  17  million  immigrants. 
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er  all  the  time. 

"It's  all  about  family  values,"  says 
Bon  Appetifs  Cleon  T.  (Bud)  Knapp, 
owner  of  Knapp  Communications. 
Knapp  has  hired  professional  genealo- 
gists to  map  out  his  family  tree.  "We 
came  over  here  broke,  probably  as 
indentured  servants,  and  we've  done 
well.  But  in  these  days  of  the  nuclear 
family,  it's  important  we  all  remember 
where  we  came  from." 

The  microchip  has  made  access  to 
such  documentary  treasure  troves  as 
the  Mormon  Church's  International 
Genealogy  Index  literally  as  simple  as 
punching  a  keyboard  (see  box,  oppo- 
site). It  has  taken  much  of  the  drudg- 
ery' out  of  the  paper  chase  through 
such  basic  sources  as  birth  and  death 
certificates,  census  records,  military 
pension  applications,  passenger  ship 
manifests,  wills  and  deeds. 

Access  to  the  records  of  ordinary 
folks  who  immigrated  to  this  country 
through  Ellis  Island  will  also  be  a  lot 
easier,  thanks  to  the  efforts  of  the 
nonprofit  Ellis  Island  Restoration 
Commission,  headed  by  Philip  Lax. 
Its  SI 5  million  computer  system,  just 
off  the  drawing  board,  will  generate 
vital  basics  on  the  17  million  immi- 
grants whose  first  stop  in  the  U.S.  was 
the  century-old  immigrant  gateway  in 
New  York  Harbor.  Ellis  Island 
opened  in  1892  and  closed  in  1924 
for  mass  immigration  purposes,  and 
has  recently  reopened  as  an  exquisite- 
ly restored  museum. 

"We  hope  to  be  on-line  next  year," 
says  Lax.  "We're  trying  to  insure  that 
the  records  of  people  who  contribut- 
ed so  much  to  the  country  won't 
remain  dust  in  the  attic." 

Henry  Hoff,  45,  is  an  accountant 
by  trade  but  a  genealogist  by  avoca- 
tion. And  one  of  his  specialties  is 
tweaking  hereditary  groupies  who 
measure  their  worth  by  the  impor- 
tance of  the  ancestral  names  they  can 
drop,  often  on  shaky  grounds. 

While  majoring  in  British  history  at 
Yale  in  the  Sixties,  for  example,  he 
debunked  a  couple  of  traditions  long 
cherished  in  his  own  family  line.  "I 
was  a  little  suspicious  right  away,"  he 
says  of  one  old  family  legend.  "What 
was  a  prosperous  Burlington  County, 
N.J.  farmer  doing  claiming  gentry 
ancestry  based  on  a  coat  of  arms  dated 
1786?"  Hoff  discovered  there  was  no 
such  blue  blood  in  the  family  nee. 
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He  has  been  busy  shaking  out  fam- 
ily trees  ever  since.  Over  the  years,  he 
has  managed  to  turn  out  a  thigh-thick 
file  of  scholarly  work,  including 
coauthorship  of  the  recently  pub- 
lished, 12-generation  genealogy  of 
the  Roosevelt  family.  Hoff  is  distantly 
related  to  Theodore  Roosevelt  (a 
third  cousin  of  his  grandmother). 

Hoff  and  his  coauthor,  Timothy 
Field  Beard,  former  reference  head  of 
the  New  York  Public  Library's  gene- 
alogy division,  unearthed  several 
branches  of  the  family  omitted  from 
an  earlier  treatment  "because  they 
didn't  do  very  well  in  life,"  chuckles 
Hoff.  Robert  B.  Roosevelt,  for  exam- 
ple, an  uncle  of  Theodore,  had  two 
families  at  the  same  time — one  by  his 
wife  and  another  by  his  mistress. 

The  Hoff-Beard  study  also  ac- 
knowledges a  number  of  other  illegit- 
imate Roosevelts,  including  at  least 
one  conceived  with  a  housemaid.  "A 
painful  disclosure  to  some,"  says 
Hoff,  "but  a  lot  of  the  fun  in  genealo- 
gy is  that  you  never  know  where  it's 
going  to  take  you." 

Hoff  himself  is  known  as  the  "Bas- 
tard-in-Chief  in  his  capacity  as  presi- 
dent of  the  Descendants  of  the  Illegit- 


Henry  Hoff  in  Manhattan  genealogical  library 
Bastards  in  the  Roosevelt  family  tree. 


imate  Sons  and  Daughters  of  the 
Kings  of  Britain.  As  its  coat  of  arms 
suggests  (a  horned  helmet — a  symbol 
of  cuckoldry — rampant  over  a  cuck- 
oo, a  breed  notorious  for  laying  eggs 
in  other  birds'  nests),  the  group  is,  of 
course,  a  send-up. 

Hoff  s  commonsense  advice  for 
new  genealogy  enthusiasts: 

■  Read  some  basic  "how-to" 
literature. 


■  Join  a  local  genealogical  society 
where  you  can  gather  information  at 
lectures  or  classes. 

■  Consider  joining  regional  groups 
like  the  New  York  Genealogical  and 
Biographical  Society  for  top-drawer 
library  and  publications  backup. 

■  Put  together  a  three-  or  four- 
generation  family  chart  based  on  mar- 
riage, birth,  death  certificates  and  any 
other  documents  that  you  can  pull 
together  on  your  own. 

You'll  want  to  start  with  such  a 
chart,  even  if  you  are  going  to  rely  on  a 
professional  to  do  the  rest  of  the 
legwork.  That's  how  Bud  Knapp  got 
the  ball  rolling  three  years  ago,  when 
he  put  a  Salt  Lake  City  genealogist  on 
the  family  case.  She's  still  tracing  the 
Knapp  line  through  "eight  or  nine 
families."  So  far,  the  trail  has  led  from 
the  East  Coast  through  Michigan  and 
Minnesota,  to  Arizona  and  Califor- 
nia; and  backward  to  England,  Scot- 
land and  Germany. 

The  search  has  produced  some  sur- 
prises. "There  were  some  outlaws, 
and  one  guy  was  hanged,  but  nothing 
really  drastic,"  laughs  Knapp.  "My 
kids  can't  wait  to  see  how  it  comes 


Punching  up 
your  past 

The  Latter  Day  Saints 
Family  History  Library  in 
Salt  Lake  City  is  invalu- 
able to  genealogy 
researchers. 

The  Mormon  Church, 
in  keeping  with  its  doctrine 
that  non-Mormon  ances- 
tors should  be  "sealed"  ret- 
roactively into  the  eterni- 
ty of  their  families,  has  been 
photographing  birth  and 
marriage  records  from  all 
over  the  world  for  over  50 
years  now. 

The  150  million  names 
reposing  in  the  Church's 
International  Genealogi- 
cal Index  can  be  tapped 
through  a  computer  sys- 
tem that  links  1,100  local 
Mormon  centers  in  the 
U.S.  and  Canada  with  the 
repository  in  Salt  Lake. 


Anyone  can  walk  into  a 
family  history  center  and  do 
a  search;  the  service  is 
available  for  free.  (You  can 
find  Mormon  centers  in 
the  phone  book.) 

The  network  allowed 
this  writer  to  pull  out  birth 
and  marriage  dates  on 
probable  forebears  who 
had  emigrated  from  Ire- 
land during  the  1840s  to 
work  the  silk  and  wool 
mills  in  Paterson,  N.J. 

Clues  of  that  sort  can 
be  reinforced  or  discarded 
by  correlation  with  mil- 
lions of  other  documents — 
census  and  probate  rec- 
ords, mortgage  abstracts 
and  tax  lists— held  on  mi- 
crofilm or  microfiche. 

The  Church  plans  to 
computerize  much  more  of 
this  material.  Because  of 
the  potential  liability  for  in- 
vasion-of-privacy  suits, 


the  photographic  records 
of  the  main  genealogical 
index  do  not  cover  years 
later  than  1910. 

If  you  want  to  hire 
someone  to  do  a  search  for 
you,  be  aware  that  there 
are  a  lot  of  scamsters 
around.  Membership  in 
the  Association  of  Profes- 
sional Genealogists  is  one 
good  screen.  This  self-po- 
licing trade  group  pro- 
vides an  arbitration  service 
for  unhappy  customers. 
For  a  roster  of  members 
and  specialties,  send  $2 
and  a  self- addressed, 
stamped  envelope  to  the 
apg,  P.O.  Box  11601,  Salt 
Lake  City,  Utah  84147. 

The  major  accrediting 
agencies  are  the  lds  Family 
History  Library  (35  N. 
West  Temple  Street,  Salt 
Lake  City,  Utah  84150) 
and  the  Board  for  Certifica- 


tion of  Genealogists 
(P.O.  Box  5816,  Fal- 
mouth, Va.  22403"). 

It's  important  to  spell 
out  the  parameters  of  a 
search  from  the  start.  Do 
you  really  want  to  trace  the 
family  back  to  Ethelred 
the  Unready,  or  is  it 
enough  to  know  where 
you  come  from  in  the  old 
country? 

The  meter  can  run  up 
quickly.  Hourly  rates  in  the 
New  Yoik  area,  accord- 
ing to  Harry  Macy  Jr.,  di- 
rector of  information  ser- 
vices for  the  New  York 
Genealogical  and  Bio- 
graphical Society,  run 
around  $20  to  $30;  na- 
tionally from  "under  $10 
to  as  much  as  $50." 

"It  all  depends  on 
whether  you  want  a  Honda 
or  a  Rolls,"  says  Macy. 
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PERSO 


what  a  bald  eagle  looks  like. 

What  does  it  sound  like?  I  plugged 
a  set  of  headphones  from  a  Sony 
Walkman  into  the  player's  audio  jack 


Are  those  CD  players  for  your  personal  computer  worth 
buying  yet?  Not  for  most  folks,  but  soon  they  will  be. 

Books  on  disc 


By  David  Churbuck 

Throughout  THE  1980s,  compact     the  Cornell  Laboratory  of  Ornitholo- 
disc,  read-only  memories — cd-roms     gy($99). 

in  techie  jargon — were  hailed  as  the  I  patriotically  called  for  a  picture  of 

greatest  thing  to  happen  to  publish-  a  bald  eagle.  Slowly,  inch  by  inch,  a 
ing  since  Gutenberg  invented  mov-  picture  of  Audubon's  eagle  was  paint- 
able  type.  With  a  capacity  of  more  ed  down  the  screen  ofmv  PC.  So  that's 
than  600  megabytes — roughly  the 
equivalent  of  1,000  novels  or  refer- 
ence works — the  4.7-inch  compact 
discs  would  enable  consumers  to  turn 

their  home  studies  into  ex-     

tensive  libraries.  The  draw- 
back: the  expense.  And 
there  was  the  problem  of 
user-friendliness. 

Alas,  based  on  my  recent 
trials,  the  promise  and  the 
expense  of  cdroms  are  still 
there.  And  they  are  still  not 
the  easiest  things  to  use. 

The  Bureau  of  Electronic 
Publishing,  a  Parsippany, 
N.J.  distributor  of  cdroms 
and  players,  sent  me  a  Phil- 
ips CM  50  player  for  test- 
ing. Retail  cost:  $449. 
(Most  cd-rom  players  cost 
$450  to  $800.) 

The  distributor  also  in- 
cluded  an   assortment   of 
discs   to   play.    There    are 
about  300  general  interest 
discs  on  the  market  today;  the  best- 
sellers are   mostly  reference   works, 
including  encyclopedias  such  as  Gro- 
lier's,  for  $345,  and  Compton's  (pub- 
lished bv  the  Encyclopaedia  Britan- 
nica),for$895. 

The  installation  of  the  hardware 
was  simple  enough  and  didn't  take 


Audubon's  rendering  of  the  American  bald  eagle,  via  disc 

Lots  of  trouble  and  expense  for  a  so-so  image,  slow  to  appear 


much  time.  But  then  I  spent  an  hour 

trying  to  teach  my  personal  computer     lished  by  Bureau  Development  Inc. 


and  hit  the  appropriate  key  for  the 
birdcall.  Mute  bird.  I  hit  the  key 
again.  Still  silent.  I  gave  up  on  bird- 
calls. But  I  later  figured  out  that  had  I 
spent  another  $79  for  a  Covox  sound 
board,  I  could  have  heard  the  eagle's 
throaty  call. 

Next  I  decided  to  check  out  U.S. 
History  on  CD-ROM,  a.  $395  title  pub- 


to  recognize  the  device. 

After  taking  the  last  resort — read- 
ing the  owner's  manual — I  finally  got 
the  system  working.  I  popped  in  a  disc 
tided  Birds  of  America,  the  complete 
text  and  plates  of  John  James  Audu- 
bon's   1840   octavo,   published   on 


Interesting  enough,  but  I  found 
nothing  written  by  the  likes  of  C. 
Vann  Woodward,  Peter  Gay,  Samuel 
Eliot  Vlorison  or  any  of  my  other 
favorite  historians.  Pretty  dry  stuff. 
And  not  much  fun. 

Fun?  It  seems  to  me  that  anything 


compact  disc  by  CMC  ReSearch  and      that  promises  multimedia  (computer-      ing  for. 


speak  for  pictures,  text  and  sounds) 
should  be  fun.  But  the  retrieval  soft- 
ware that  manages  the  disc — DiscPas- 
sage,  in  my  player — is  no  more  fun 
than  a  dreary  spreadsheet.  And  jump- 
ing from  one  topic  to  another — from 
eagles,  say,  to  grouse — is  a  numbing 
^exercise  in  pressing  escape,  arrow  and 
enter  keys.  However,  once  mastered, 
it  is  a  nice  tool  for  searching  for 
combinations  of  keywords:  Link 
George  Bush  and  Watergate  and — 
voila! — a  transcript  of  the  Nixon  Wa- 
tergate tapes  pops  up  with  Bush's 
name  highlighted. 

As  for  the  quality  of  the  pictures, 
frankly,  it  stinks.  Sure,  it  would  be 
nice  to  own  a  monitor  with  the  sug- 
gested Super  VGA.  But  add  that  to  the 
cost  of  the  $500  player,  the  $395  U.S. 
history  disc,  and  the  suggested  sound 

board,    and    you're    well 

north  of  the  thousand-dol- 
lar mark.  All  for  a  system 
that  barely  accomplishes 
what  a  $20  U.S.  history  text 
can  deliver.  True  it's  tough 
to  cross-reference  a  book, 
but  are  the  costs  and  hassles 
justified  for  a  home  user? 

Special-interest  and  busi- 
ness users,  of  course,  have 
important  uses  for  CD  ROM 
systems.  Historical  data  on 
companies,  stock  prices, 
voting  statistics  and  other 
assorted  demographic  in- 
formation are  a  keystroke 
away,  for  example.  Still,  on- 
line data  services  can  pro- 
vide more-current  financial 
information  than  can  discs, 
many  of  which  are  updated 
only  quarterly  or  even  annually. 

In  general,  I'd  say  cd-rom  systems 
are  still  best  suited  for  libraries, 
schools  and  research  departments 
The  drives  are  relatively  slow,  the 
entire  investment  is  high,  and  the 
quality  or  the  titles — with  a  few  e\ 
ceptions — is  shoddy. 

Disc  prices  will  fall  as  the  technol- 
ogy becomes  more  popular.  Better 
titles  will  be  added — Microsoft's  Wil 
liam  Gates,  for  example,  is  buying  up 
electronic      rights      to      museums' 
artworks.  And  nifty  features  like  full 
motion  video  on  CD  arc  coming,  as 
well  as  the  ability  to  write  on  the  discs 
These  improvements  are  worth  wan 
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THE  STRONG,  SILENT  TYPE. 

For  50  years,  one  life  insurance 
company  has  ranked  first  in  dividend 
performance  more 


times  than  any  other. 
That's  the  consistent 
performance  of 
Northwestern  Mutual 
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Northwestern 
Mutual  Life® 


2nd  place 

company 

3rd  place 
company 


m 


Life.  The  company         ?"?  "  #i  *" 

1         '  Dividend  Performance 


that  has  repeatedly 


In  Last  50  Years 


received  the  highest  ratings  from 
Standard  &  Poor's,  A.M.  Best  and 
Moody's.  Not  everyone  has  heard  of 
us.  Some  people  have. 

Northwestern 
Mutualtife 

The  Quiet  Company® 


Hale  Irwin,  Policyowner 
Winner  1990  U.S.  Open 


Source:  An  NML  study  of  20-year  interest-adjusted  cost  histories  for  comparable  ordinary  life  policies  as  published  by  Flitcraft  Compend  and  Best's  Flitcraft  Compend  for  the  years  1941-1990.  Dividends 
imate  or  guarantee  of  future  results.  Policy  value  increases  by  applying  dividends  toward  additional  paid-up  insurance.  ©  1991  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  WI 
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Being  an  Acura  engineer  requires  a  very  strong  mind.  A  very  vivid  imagination.  And,  perhaps  most  important  a  wn 
short  memory.  After  all,  had  our  engineers  dwelled  on  all  the  praise  given  to  the  first-generation  1  figend  -  making  c  at 
and  Drivers  Ten  Best  list  three  straight  years  and  being  named  Motor  Trends  1987  Import  (  ar  <>l  the  tear  they  migh 
have  been  content  to  give  the  1991  Legend  just  a  few  minor  improvements.  Instead,  they  started  from  scratch.  And  gavi 
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FORGET  EVERYTHING 

YOU'VE  HEARD 

ABOUT  THE  ACURA  LEGEND. 

OUR  ENGINEERS  DID. 
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the  new  Legend  a  longitudinally  mounted,  200-horsepower,  3.2-liter  V-6.  A  redesigned  double-wishbone  suspension  that 
improves  handling  and  road  feel.  And  a  more  ergonomic  interior,  with  drivers  side  and  available  passengers  side  air  bags. 
Improvements  that,  along  with  hundreds  of  others,  make  the  new  Legend  more  mem- 
orable than  ever.  Call  1-800-TO-ACURA  for  more  information  and  the  nearest  dealer. 


®  ACURA 
PRECISION  CRAFTED  PERFORMANCE 


COLLECTORS 


PERSONAL  AFFAIRS 


In  the  course  of  building  a  great  vodka  business, 
Michel  Roux  is  building  the  reputations  and 
bank  accounts  of  dozens  of  contemporary  artists. 

Absolutly 
ingenious 


Bv  Christie  Brown 


Michel  Roux  with  Absolut  ad  by  Suzanne  White 
Boosting  vodka  sales  and  jump-starting  careers. 


128 


Through  brilliant  promotion, 
Carillon  Importers'  Michel  Roux  has 
made  Absolut  the  leading  imported 
vodka  in  the  U.S.,  selling  some  2.7 
million  cases  a  year. 

In  the  process,  he  has  also  built  the 
reputations  and  lined  the  pockets  of 
many  contemporary  artists,  some  of 
whom  were  previously  unknown. 
Over  the  last  six  years  Roux  has  been 
busy  commissioning  hundreds  of 
painters  and  sculptors  to  produce 
works  used  in  his  over  S9 -million -a- 
year  advertising  campaign.  As  the  ads 
proliferate,  the  vodka  sells  and  the 
artists'  reputations  swell,  along  with 
the  prices  of  their  art. 

Take  Romero  Britto,  a  locally 
know n  Miami  artist  whose  work  sold 
last  year  for  $5,000  to  S25,000  in  his 
own  gallery.  Enter  Roux,  who  com- 
missioned Britto  to  do  a  painting  for 
an  Absolut  ad  and  then  bought  the 
rights  to  reproduce  the  image  for 
three  /ears. 

Since  November  "Absolut  Brit- 
to"— a  pop  art  painting  of  an  Absolut 
bottle  overlaid  with  a  face  and  flow- 
ers— has  run  in  five  magazines  nation- 
wide.  The  results  for  Britto?  Sales  of 
his  art  have  almost  doubled  this  year, 
and  his  prices  now  range  from  S9,000 
to  S40,000. 

John  Pacovsky  is  hoping  Absolut 
will  kickstart  his  career  as  a  painter, 
too.  Last  month  Pacovsky  was  one  of 
36  unknown  artists  featured  in  a  glit/v 
40-pagc  m.\  spread  in  Art  &  Antiques 
magazine  headlined  "Absolut  Artists 
of  the  90s."  There  in  the  glossy  dis- 
play is  "Absolut  Pacovsky,"  a  surreal 
painting  of  .\n  Absolut  bottle  rising 
out  of  a  martini  glass  in  the  middle  of 
the  desert. 

Pacovsky  had  been  painting  com 
mercial  buildings  in  Wilkes  Barre,  Pa. 
for   14  years.    Then  last  summer  the. 
owner  of  a  Wilkes- Barre   nightclub 
Pacovsky  painted  recommended  him 
to  his  buddy  Michel  Roux.  Pacovsk) 
sent  a  sketch,  Roux  approved  n  and 
sent  Pacovsky  a  contract:  two  paint 
ings   for   $5,000   and    the    rights   to 
reproduce  them  tor  ten  years. 

Just   three  weeks  after  the  m\  ap 
peared  in  Art  &  Antiques,  Pacovsky 
got  .m  offer  tor  his  fust  solo  show,  at 

the  Morgan  Gallery  in  tony  Pocono 

Lake,  Pa.,  which  draws  clients  from 
New  York  and  Philadelphia 

One  year  ago  Pacovsky's  costlicsi 
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paintings  were  $1,000.  Now  six 
works  already  consigned  at  the  Mor- 
gan Gallery  are  for  sale  at  up  to 
$5,000. 

Roux  acknowledges  that  the  idea  of 
using  contemporary  artists  to  move 
vodka  came  originally  from  the  late 
artist-promoter  Andy  Warhol.  Back  in 
1985  Absolut  was  running  ads  depict- 
ing Absolut  Perfection  and  Absolut 
Elegance.  "Andy  came  to  me  and 
said,  'I'd  like  to  make  a  painting  for 
Absolut.  I  love  the  product,  the  pack- 
aging. I  even  use  it  as  perfume,'  ' 
recalls  Roux.  They  struck  a  deal.  Roux 
paid  Warhol  $65,000  for  a  painting  of 
his  bottle  and  five  years'  reproduction 
rights. 

"Absolut  Warhol"  was  an  over- 


night sensation,  linking  the  vodka  to 
the  chic  art  set.  The  next  year  Warhol 
suggested  that  Absolut  commission  a 
painting  by  his  protege  Keith  Haring. 
Afterwards  came  Kenny  Scharf,  Ed 
Ruscha  and  Armand  Arman,  all  estab- 
lished high-profile  artists. 

Roux  suddenly  found  himself  an  art 
patron  with  the  power  to  elevate  art- 
ists from  the  ranks  of  the  unknown. 
The  cost  to  Absolut  has  been  mini- 
mal. Roux  spent  about  $400,000  last 
year  on  paintings,  most  costing  about 
$5,000  each.  The  most  he  ever  paid 
was  to  Warhol;  the  least,  $2,500. 
"Four  or  five  artists  send  me  examples 
of  their  work  every  day,  saying  they 
would  give  their  life  to  do  an  Absolut 
ad,"  says  Roux. 


ABSOLUT  BRITT0. 

A  Warhol  (left),  a  Romero  Britto  (above) 
Warhol,  who  launched  the  series,  told 
Roux  he  used  Absolut  as  perfume. 


In  all,  he  has  commissioned  works 
from  about  300  artists,  who  contrib- 
uted to  such  ad  campaigns  as  "Abso- 
lut Americana"  and  "Absolut  Glas- 
nost."  Many  of  the  original  paintings 
and  sculptures  are  scattered  through- 
out Carillon's  headquarters  in  Tea- 
neck,  N.J.  From  time  to  time  a  show 
of  various  pieces  is  staged;  one  such 
appeared  in  the  Forbes  Magazine  Gal- 
leries last  year. 

The  paintings  reflect  Roux's  per- 
sonal taste — exuberant  pop  art.  A 
taste  not  always  shared  by  gallery 
owners,  art  dealers  and  museum  cura- 
tors. "The  ads  tempt  me  to  have  a 
glassful,  not  a  gallery  full,"  scoffs  New 
York  contemporary  art  dealer  Joan 
Washburn. 

But  many  collectors  obviously 
think  differently  and  see  the  ads  as  a 
stamp  of  approval.  "Absolut  gives  me 
credibility,"  says  sculptor  Carole 
Feuerman,  who's  bt;n  an  Absolut 
artist  since  1989.  Three  years  ago  her 
works  sold  for  about  $50,000  apiece; 
now  her  sculptures  go  for  as  much  as 
$200,000. 

Does  Roux  himself  collect  Absolut 
art?  No,  he  says,  insisting  that  all  the 
works  commissioned  are  owned  by 
Carillon  Importers,  a  subsidiary  of 
Grand  Metropolitan.  "They  are  not 
an  investment,"  Roux  says.  "They're 
advertising."  Which,  for  a  shrewd 
marketer  like  Roux,  is  the  best  kind  of 
investment.  WM 
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Thousands  of  discharged  military  people 
will  soon  be  flooding  the  job  market. 
What  are  their  job  prospects? 

Back  to 
civvy  street 


By  Janet  Novack 

Even  before  the  victory  in  the  Gulf, 
the  first  part  of  a  planned  reduction  of 
the  U.S.  military  had  begun.  In  Janu- 
ary and  February,  712  Air  Force  colo- 
nels and  lieutenant  colonels  and  an- 
other 442  Navy  captains  and  com- 
manders were  sent  packing.  The 
officers,  most  in  their  40s,  were  told 
they'd  be  forced  to  retire  by  Aug.  1 . 

Thousands  more  are  to  follow  in 
the  next  five  years,  as  part  of  a  planned 
20%  reduction  in  the  military's  2  mil- 
lion ranks.  That's  in  addition  to  nor- 
mal turnover.  Last  year,  for  example, 


including  retirees,  about  25,000  offi- 
cers and  300,000  enlisted  personnel 
left  the  armed  forces. 

Many  companies  will  see  a  surge  in 
the  numbers  of  veterans,  particularly 
officers,  knocking  on  their  doors. 
While  it's  easy  for  a  company  to  assess 
the  well-publicized  resume  of  a  Gen- 
eral H.  Norman  Schwarzkopf,  it's 
trickier  to  decipher  the  qualifications 
of  the  thousands  of  military  men  and 
women  beneath  him. 

On  the  plus  side,  a  recruit  from  the 
military  is  generally  hardworking,  loy- 


Marriott's  Rudolph  Pataroand  cook  DwigK  Brantley 
Even  cooks  have  to  adjust  to  civilian  life. 


al  and  experienced  at  managing  large 
projects.  In  the  armed  forces  men  and 
women  in  their  early  twenties  are 
given  a  level  of  responsibility  that 
most  people  don't  attain  in  civilian  life 
until  much  later,  if  ever. 

Countering  that  is  military  experi- 
ence that  often  doesn't  translate  well 
into  a  civilian  job. 

As  a  general  rule,  companies  are 
readiest  to  hire  military  men  and 
women  in  specialties  that  can  be  put 
to  direct  use  in  commercial  life— such 
as  telecommunications  and  electron 
ics  repair. 

A  tougher  career  adjustment  awaits 
men  and  women  from  the  bloated 
upper-middle  and  middle  manage 
ment  ranks  of  commissioned  officers, 
in  which  the  standard  career  path 
involves  jumping  every  few  years  to  a 
different  assignment. 

"The  guy  who's  a  warrior,  the  in 
fantry  guv,  is  very  difficult  to  place. 
He's  a  leader  of  men,  but  he's  a 
generalist,"  says  Douglas  Carter,  di 
rector  of  placement  for  The  Retired 
Officers  Association.  Carter,  a  retired 
Air  Force  colonel,  savs  retiring  colo 
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Navy  Captain 
El.  Gibson 
Government 
ethics  rules  will 
prevent  him  from 
taking  many  of 
the  jobs  for  which 
he's  best 
qualified. 


nels  earning  the  equivalent  of 
$75,000  in  pay  and  tax-free  allow- 
ances typically  command  only  about 
$40,000  in  their  first  civilian  jobs. 
That,  of  course,  is  cushioned  by  pen- 
sions that  can  run  as  high  as  75%  of 
final  basic  pay — or  about  60%  of  a 
colonel's  final  total  earnings. 

James  Cook,  49,  of  Tampa,  who 
retired  from  the  Air  Force  as  a  lieuten- 
ant colonel  in  1989,  had  to  lower  his 
sights.  "I'm  a  generalist.  I  can  man- 
age anything  or  anybody.  In  Spain  I 
ran  the  second- busiest  U.S.  military 
airfield  in  Europe,"  he  says.  But  when 
the  civilians-job  he  was  shooting  for  at 
MacDill  Air  Force  Base  was  frozen,  he 
had  to  settle  for  $22,000  a  year  as  a 
state  safety  inspector. 

Some  companies  regularly  tap  the 
pool  of  8,000  or  so  junior  officers 
who  leave  the  military  annually  in 
their  mid-  to  late  20s.  These  employ- 
ers find  the  young  officers  hustle  and 
have  unusual  maturity  for  their  age. 
Pizza  Hut  starts  junior  officers  along- 
side M.B.A.s  in  its  fast- track  training 
program.  Kimberly-Clark  draws  half 
its    consumer   products    production 


management  trainees  from  the  mili- 
tary. And  a  slew  of  health  care  compa- 
nies, including  Johnson  &  Johnson, 
Abbott  Laboratories  and  Baxter  In- 
ternational, find  junior  officers  make 
great  salespeople. 

But  while  employers  view  five  years 
in  the  military  as  an  asset,  25  years  is 
often  a  liability.  "Most  career  military 
people  won't  be  that  good  in  fast- 
moving  entrepreneurial  environ- 
ments," says  William  Hauser,  Pfizer's 
director  of  executive  resources  and  a 
retired  colonel  himself.  He  warns  em- 
ployers to  screen  military  applicants 
for  "bad  bureaucratic  habits." 

And  more  advice  from  Contel  Fed- 
eral Systems,  which  integrates  com- 
munications systems  for  military  and 
other  government  customers.  "It's 
not  wise  to  put  the  military  guy  in 
charge  of  the  budget.  When  they  tell 
you  they  managed  a  $22  million  bud- 
get what  they  mean  is  they  spent  $22 
million  and  had  to  spend  it  all  before 
the  end  of  the  year,"  says  Contel's 
Douglas  Evenson,  personnel  manag- 
er. He's  unconvinced  by  the  military 
men  who,  in  an  attempt  to  "civilian- 


ize"  their  resumes,  load  them  with 
references  to  money  they've  saved  the 
government.  "So  how  come  my  taxes 
keep  going  up?"  Evenson  asks. 

Even  soldiers  with  marketable  spe- 
cialties may  have  to  take  a  career  step 
backward  because  they  lack  civilian 
certification  or  experience.  Ex-Army 
Sergeant  Dwight  Brantley,  35;,  was  a 
cook  for  Walter  Reed  Army  Medical 
Center  in  Washington,  D.C.  He  easily 
landed  a  job  as  a  cook  for  Children's 
Hospital  National  Medical  Center  a 
few  miles  away,  but  finds  that  he  can't 
use  his  army  training  in  dietetics  to 
advance  until  he  takes  civilian  courses. 
Marriott  Corp.,  which  manages  the 
Children's  Hospital  cafeteria,  might 
start  a  retiring  noncommissioned  offi- 
cer who's  been  running  a  cafeteria  and 
earning  the  equivalent  of  $32,000  as 
a  first-line  supervisor  earning  only 
$20,000  a  year. 

"These  guys  have  the  basic  skills  of 
food  preparation,"  says  Rudolph  Pa- 
taro,  a  retired  Army  colonel  and  a 
human  resources  executive  at  Marri- 
ott. "But  we  also  worry  about  things 
that  make  food  look  good,  and  the 
military  doesn't." 

Some  who  are  qualified  for  jobs  are 
barred  from  getting  them.  Navy  Cap- 
tain E.L.  Gibson,  48,  based  in  New 
Orleans,  has  26  years  with  the  Navy 
and  commanded  the  Fast  Sealift 
squadron  that  transported  the  very 
first  heavy  armored  division  to  the 
Gulf.  He's  perfect  for  a  job  with  a 
shipping  company  that  has  military 
contracts,  but  ethics  rules  severely 
limit  the  jobs  he  can  do  for  those 
shippers  for  three  years.  "The  major- 
ity of  the  transition  information  that 
has  been  provided  to  me  by  the  Navy 
tells  me  what  I  can't  do,"  Gibson, 
who  is  being  forced  to  retire  early,  says 
sourly. 

Both  commissioned  and  noncom- 
missioned officers  may  suffer  from 
unrealistically  high  expectations  be- 
cause of  the  relatively  exalted  posi- 
tions they  held  within  the  hierarchical 
armed  forces.  "I  don't  need  a  bunch 
of  leaders,"  sighs  Contel's  Evenson, 
"I  need  technicians."  Yet  Evenson 
fills  a  quarter  of  his  jobs  straight  from 
the  armed  forces.  "They  have  a  work 
ethic.  They're  disciplined  and  they're 
loyal,"  he  says.  That's  something  you 
can't  say  about  a  lot  of  young  Ameri- 
cans today.  1H 
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A  new  friend 
with  deep  pockets 

Dalk  M.  Hanson.  cecutive  of 

the  California  Public  Employees  Re- 
tirement System,  has  often  seemed 
like  manar  ic  it's  Public  Enemy 
Number  One.  He  has  proposed  that 
companies  remove  poison  pills,  install 
more  independent  directors  and  over- 
haul their  compensation  committees. 

But  this  year  companies  that  once 
viewed  Calpers  as  their  nemesis  are 
asking  the  fund  to  invest  in  their 
securities  through  private  place- 
ments. And  Hanson,  48,  who  has 
long  protested  that  Calpers'  tough- 
guy  image  was  overstated,  is  more 
than  happy  to  oblige.  "I  think  when 
people  sit  down  with  us  and  realize  we 
don't  have  horns  and  a  tail,  they 
quickly  come  to  see  us  as  another 
avenue  to  raise  capital,"  he  says. 

A  wide  avenue  it  is.  With  assets 
exceeding  $62  billion,  Calpers  is  the 
nation's  largest  public  employee  pen- 
sion fund.  Hanson  will  not  identify 
any  companies  that  have  approached 
him  for  capital,  but  Forbes  under- 
stands that  one  of  them  was  Citicorp, 
which  last  month  got  a  $600  million 
investment  from  a  Saudi  prince. 

Before  joining  Calpers  in  1987, 
Hanson  spent  20  years  in  Wisconsin 
state  government  and  closely  moni- 
tored the  performance  of  the  Wiscon- 
sin Investment  Board,  which  was  a 
pioneer  in  investing  in  private  place- 
ments.  "I  think  it  was  their  best- 


performing  asset  class,"  Hanson  says. 
He  hopes  to  duplicate  that  record 
at  Calpers.  He  may  even  privately  buy 
limited  partnership  interests  in  major 
leveraged  buyout  or  recapitalization 
funds,  which  banks,  thrifts  and  insur- 
ers are  unloading  under  regulatory* 
pressure.  Hanson's  goal  is  to  increase 
Calpers'  private  placement  assets 
from  today's  $1  billion  to  as  much  as 
$4  billion  within  three  years.  Manage- 
ment's Public  Enemy  Number  One  is 
rapidly  becoming  a  potential  best 
friend.  -John  H.  Taylor 

Mixed  signals 

SOiMETiMES  an  impressive  resume  isn't 
enough.  Take  Robert  Wussler,  54, 
ex -president  of  the  CBS  network  and 
former  number  two  at  Turner  Broad- 
casting Co.  A  year  and  a  half  ago 
Wussler  joined  Comsat  Corp.,  the 
satellite  operator,  to  run  some  of  its 
nonutility  businesses. 

So  far,  it  hasn't  been  easy.  Comsat 
brought  Wussler  in  after  losing  up- 
wards of  $180  million  on  disastrous 
diversifications  into  broadcasting, 
business  communications  and  manu- 
facturing. His  task:  Find  new  enter- 
tainment businesses  and  straighten 
out  Comsat  Video  Enterprises,  which 
transmits  movies  and  other  programs 
to  hotel  rooms  via  satellite. 

Emulating  his  ex-boss  Ted  Turner, 
Wussler  put  Comsat  into  professional 
sports.    In    January    1990    Comsat 


bought  63%  of  the  Denver  Nuggets  in 
a  deal  that  valued  the  basketball  team 
at  $54  million.  Then,  last  fall,  Wussler 
said  Comsat  might  invest  more  than 
$100  million  in  Skypix,  a  satellite 
broadcaster — the  very  field  Comsat 
had  flopped  in  just  four  years  before. 

Comsat  Chairman  Irving  Gold- 
stein says  Wussler's  Skypix  remarks 
were  a  "miscommunication"  and 
new  entertainment  ventures  will  not 
be  "capital  intensive."  A  good  thing, 
since  Comsat  has  already  committed 
more  than  $300  million  over  the  next 
five  years  to  upgrade  its  international 
telephone  and  data  satellites. 

In  January  the  company  an- 
nounced a  $100  million  pretax  write- 
off on  the  hotel  video  business,  wip- 
ing out  Comsat's  earnings  for  1990. 
In  a  difficult  market,  the  unit  still 
looks  like  a  loser.  And  the  Nuggets, 
already  bedraggled  when  Comsat 
bought  them,  are  in  tatters.  With 
attendance  down  nearly  20%  from  last 
year,  and  the  worst  record  in  basket- 
ball this  season,  the  Nuggets  probably 
lose  $5  million  a  year. 

Wussler  remains  undaunted. 
"They  have  a  saying  in  the  National 
Basketball  Association,"  muses  the 
former  high  school  hoops  player. 
"You  never  want  to  be  in  the  middle. 
You  always  want  to  be  on  top  or  on 
the  bottom  [to  get  the  next  year's  best 
draft  picks]."  Wussler  might  still 
come  out  on  top.  But  he'd  better 
hurry.  -Christopher  Palmeri 


LEFT: 

Calpers  Chief 
Executive 
Dale  M.  Hanson 
No  horns,  no  tail, 
but  lots  of  money. 


RIGHT: 

Robert  Wussler  of 
Comsat  Corp. 
No  payoff 
yet  in 

entertainment 
and  sports. 
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LEFT: 

Film  producer 
Roger  Corman 
He  still  knows 
how  to  pinch 
his  pennies. 


Little  shop  of  profits 

In  Hollywood,  home  of  the  big 
spenders,  producer  Roger  Corman 
revels  in  his  reputation  for  being 
tightfisted.  Since  1955  he  has  pro- 
duced nearly  300  movies,  almost  nev- 
er spending  over  $2  million  on  a 
picture — 10%  of  the  industry  average. 
The  title  of  his  recent  autobiography, 
How  I  Made  100  Movies  in  Hollywood 
and  Never  Lost  a  Dime,  is  a  bit  of  a 
stretch — "the  publisher's  idea," 
laughs  Corman — but  he  did  turn  a 
profit  on  nearly  every  one  of  his  films. 

Why,  then,  has  he  gotten  into  the- 
atrical exhibition,  with  its  deteriorat- 
ing margins  (Forbes,  July  23,  1990)> 
Last  fall  he  put  up  $2  million  as  the 
lead  individual  investor  in  the  $25 
million  purchase  of  the  Wometco 
chain,  with  124  screens  in  Florida, 
Puerto  Rico  and  the  Virgin  Islands.  "I 
figured  the  operation  could  be  im- 
proved," says  the  surprisingly  bland 
producer  of  The  Little  Shop  of  Horrors. 

So  far,  so  good.  In  January  gross 
profit  climbed  29%,  to  $1.3  million. 
Corman  credits  the  man  he  put  in 
charge,  Frank  Moreno,  who  distrib- 
uted Corman's  films  in  the  past.  Mo- 
reno did  a  series  of  low-cost  renova- 
tions ("We  cleaned  up  a  lot  of  bath- 
rooms," he  says)  and,  taking  after  his 
boss,  got  stingier  about  the  deals  he 
would  make.  While  he  thought  God- 
father ///was  going  to  be  a  big  seller, 
he  passed  on  it  except  for  three  the- 
aters because  Paramount's  terms  were 


RIGHT: 

Tambrands 
President 
Martin  Emmett 
"We're  going 
back  to  what  made 
the  company." 


too  onerous.  Instead,  he  took  smaller 
films  like  Edward  Scissorhands,  whose 
distributor,  Twentieth  Century  Fox, 
assured  him  a  bigger  piece  of  the  box- 
office  take. 

Corman  has  no  plans  for  further 
expansion  into  exhibition,  but  he  has 
decided  to  try  a  biggish-budget  pic- 
ture. Dillinger  &  Capone,  a  gangster 
piece  scheduled  to  shoot  in  the  fall,  is 
budgeted  at  what  for  Corman  is  a 
stratospheric  $5  million  to  $6  million. 
"In  the  past,  we've  always  hit  singles, 
making  a  small  profit  every  time  we 
came  to  the  plate,"  Corman  says.  "I'd 
like  to  try  for  a  triple  to  break  up  the 
monotony."  -Lisa  Gubernick 

Man  with  a  mission 

Soon  aeter  Martin  Emmett — for- 
merly one  of  Ross  Johnson's  top  aides 
at  RJR  Nabisco — became  chief  execu- 
tive of  Tambrands  Inc.  in  April  1989, 
he  wrote  a  "mission  statement"  for 
the  company.  "Our  core  business  is 
the  manufacture  and  sale  of  tam- 
pons," it  begins.  "Profit — not  vol- 
ume— will  be  our  creed."  Says  Em- 
mett: "I  wanted  to  have  great  clarity 
about  where  we  were  going." 

Such  clarity  was  lacking  at  the  Lake 
Success,  N.Y.- based  firm.  After  toxic 
shock  syndrome  drove  tampon  sales 
down  a  fourth  in  the  early  1980s, 
Tambrands  diversified  into  cosmetics 
and  home  diagnostic  kits.  As  the  com- 
pany's focus  blurred,  earnings  growth 


wobbled  from  a  woeful  -12%  in  1980 
to  a  fair  10%  in  1988. 

So  Emmett  shed  the  cosmetics  and 
home  diagnostic  divisions,  got  rid  of 
roughly  800  workers  and  raised  prices 
about  7%.  As  memories  of  toxic  shock 
fade,  tampons  have  recovered  half 
their  lost  share  of  the  feminine  protec- 
tion market. 

Results?  Earnings  shot  up  45%  last 
year,  to  $98  million  ($2.30  a  share), 
on  revenues  of  $632  million,  and 
should  jump  another  20%  in  1991. 
With  no  debt  and  with  $100  million 
in  cash,  Tambrands'  stock,  which 
slumbered  in  the  mid-30s  just  18 
months  ago,  was  recently  just  below 
its  alltime  high  of  57. 

Now  Emmett  must  make  the 
streamlined  company  grow.  With  line 
extensions  like  the  Compak  tampon, 
and  by  increasing  educational  pro- 
grams aimed  at  young  women,  Em- 
mett wants  to  propel  Tambrands' 
market  share  in  the  U.S.  past  its  al- 
ready commanding  60%.  He  also  aims 
to  expand  in  Europe,  where  sales  are 
growing  much  faster  than  in  the  U.S. 
And  he  is  particularly  excited  about 
Tambrands'  small  operations  in  such 
emerging  markets  as  the  Soviet 
Union,  China  and  Latin  America, 
where  feminine  hygiene  lags  far  be- 
hind U.S.  standards. 

"What  we're  doing  is  going  back  to 
what  made  the  company,"  says  Em- 
mett. "We're  not  trying  to  reinvent 
the  wheel."  -David  Stix    ■■ 
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HOT  EVERYBODY 
UHDER  ft  SHEET  IH  PENTHOUSE 


IS  IH  THE 


> 


FOR  LOVE 


If  you  think  it's  love  that  makes  the  world  go 
'round,  you  don't  know  about  all  the  hate  groups 
springing  up  around  us. 

Hate  groups  like  the  Silent  Brotherhood, 
the  Aryan  Nations,  the  Skinheads,  the  National 
Association  for  the  Advancement  of  White  People 
and,  of  course,  the  ever-hateful  Ku  Klux  Klan. 

The  groups  may  vary,  but  as  Penthouse  dis- 
covered, their  thinking  is  the  same:  blacks  are 
out  to  pollute  their  blood,  Catholics  are  vassals 
of  the  Pope  and  "satanic"Jews  are  subverting 
the  country's  banking  system,  the  government 
and  the  media. 

For  almost  a  dozen  years,  Penthouse  has 


been  investigating  these  groups.  Exposing  every-  college  than  Esquire  has.1 
thing  from  their  violent  creeds  to  their  swelling  Readers  who  love  success:  A  higher  percent- 
ranks.  We've  even  interviewed  many  of  their  lead-  age  of  our  readers  are  executives  than  Playboy's 
ers,  including  David  Duke,  whose  recent  election  readers.0 


to  the  Louisiana  Legislature  sent  a  shock  wave 
across  America. 

It's  this  kind  of  investigative  reporting  that 
has  earned  Penthouse  scores  of  journalistic 
awards.  And  enables  us  to  reach  over  16.1  million 
readers  per  issue* 

Readers  who  love  knowledge:  Penthouse 
has  an  even  higher 
percentage  of  read- 
ers who  went  to 


PENTHOUSE 


And  readers  who  love  to  spend:  Last  year  the 
readers  of  Penthouse  bought  50  billion  dollars 
worth  of  consumer  goods. 

When  you  stop  to  consider  all  this,  is  it  any 
wonder  that  our  ad  pages  went  up  174%  in  the 
past  year? 

All  these  facts  should  compel  you  to  harbor  at 
least  one  prejudice. 

A  prejudice  towards 
Penthouse. 


•UjK  fc'.t,  PWw  Re**,  on  Co*  Sludr  «K  h*  SUtMMiaos 


WHERE  NOTHING  IS  MORE  NAKED  THRH  THE  TRUTH. 

For  a  FREE  COPY  of  the  latest  issue  send  this  ad  to:  Marcia  Schultz.  General  Media,  1965  Broadway,  2nd  Floor,  New  York,  NY  10023. 


THE  FORBES  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Some  investors  go  for  value,  some  for 
growth.  The  Twentieth  Century  fam- 
ily of  funds  has  put  together  an  excel- 
lent record  with  a  growth  philosophy. 

James  Stowers  III,  who  helps  man- 
age the  group's  $8  billion  in  equities, 
prefers  dividend-paying  issues  whose 
price/earnings  ratios  are  expected  to 
increase.  "We're  not  impressed  by  a 
stock's  cheap  fundamentals  or  low 
price/book  ratio,"  says  Stowers. 
"The  only  thing  that  impresses  us  is  a 
company  with  accelerating  earnings 
and  sales  growth.  We  paid  100  [times 
earnings]  for  MCI  and  made  6  times 
our  money  on  that  stock,"  recalls 
Stowers,  who  is  always  at  or  near 
100%  invested.  In. short,  the  Stowers 
style  is  to  chase  after  stocks  with  a  lot 
of  momentum,  an  approach  that 
works  well  until  a  bear  market  arrives 
or  a  favorite  reports  disappointing 
earnings.  In  the  Forbes  rating  sys- 
tem, the  Twentieth  Century  funds 
tend  to  get  A+'s  in  bull  markets  and 
C's  or  worse  in  down  markets. 

Twentieth  Century  currently  holds 
about  355  issues  in  six  equity  funds. 
Among  them:  Abbott  Laboratories, 
PepsiCo  and  Wal-Mart. 

Stock  prices  took  a  breather  during 
the  two  weeks  ended  Mar.  21,  with 
most  indexes  declining  slightly.  But 
the  equally  weighted  Wilshire  index, 
with  a  1.7%  gain,  outperformed  capi- 
talization-weighted indexes,  which 
were  hurt  by  the  sharp  drop  in  IBM. 


Closeup  on  the  market 


The  overall  market1 
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|  Wilshire  index 
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The  Wilshire  index  as  of  3/21/91 
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The  best  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

R el  vol3 

US  Healthcare 

495/s 

22% 

31 

7,267 

1.2 
2.1 
1.7 

General  Dynamics 

29i/4 
373/4 

21 

NM 
29 

2,696 
7,845 

United  Healthcare 

19 

Wang  Labs 
Valhi 

4 

91/2 

19 
17 

NM 
15 

11,369 
326 

3.7 
1.4 

The  worst  performing  stocks 

Company 

Price        : 

2-week  change 

P/E 

Avg  vol  (thou)2 

■ 

Relvol3 

Chemical  Waste  Mgmt 

185/8 

-24% 

22 

5,043 

1.9 

Laidlaw 

13i/4 

-21 

12 

19,029 

2.3 

First  Interstate  Bancorp 

28V8 

-20 

4 

1,708 
8,112 

0.5 

Security  Pacific 

24  VI 

-18 

23 

0.9 

Applied  Materials                      267/s            -18                 17              1,940               1.1 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6,000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P500  v 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 


Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted.  50  largest  ADRs 


Price  or  rate 

2-week  c 

3,497.0 

-2.3 

22.5 

1.7 

2,855.5 

-3.6 

366.6 

-2.5 

200.8 

-2.2 

353.2 

-0.6 

464.6 

-2.3 

322.28 

-2.4 

Index  or  investment 

Price  or  rate 

2-week  change 

Europe,  Australia,  New  Zealand  and  Far  East4 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

867.50 

-2.6% 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

116.80 

-4.1 

Individual5 

Approximately  200  stocks  with  low  institutional  ownership 

99.46 

-2.1 

Russell  2000  index 

2000  small  market  value  stocks,  capitalization  weighted 

165.78 

-1.1 

Gold8  (composite  quote  of  6  major  dealers) 

$362.90 

-1.2 

Yen"  (per  $U.S.) 

136.80 

0.9 

Commodity  index'  (CRB  futures  index,  1967=100) 
OH*  (WTuas  Intermediate) 

219.86 

$20.15 

-0.5 
3.9 

T  bills6  (90  days) 

5.85% 

-22.0  basis  points7 

8.00%    -100.0  basis  points7 


Note:  All  data  for  periods  ending  3/21/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif. 2  Average  daily  volume  over  recent  2-week  period. 3  Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months. "  Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  3/22/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information. 7  A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Foreign  vs.  U.S.  markets 

Value  of  $100  invested  2/28/88 


$140 
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EAFE 

vH 
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Or 
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EAFE  as  of  2/28/91: 

V 

Value 

899.06 

P/E 

18.6 

Price/book 

2.0 

Yield 

2.4% 

'88 


'89 


'90 


'91 


Developed  markets 

P/E 

Market 

Total  return2 
3  months      12  months 

Sweden 

28% 

4% 

11 

Singapore3 
Japan 

24 

-2 

19        4 

21 

-12 

35 

Hong  Kong 

20 

23 

11 

Spain 

18 

13 

10 

Norway 

-5 

-13 

n 

Finland 
New  Zealand 
Germany 
Netherlands 

3 
5 
6 
7 

-28 

-18 

-1 

11 

9 

14 

17 

Emerging 

markets 

Total  return2 

3  months     12  months 

P/E 

Region 

Latin  America 

18% 

-4% 

NA 

Asia 

5 

-52 

NA 

Country 

Venezuela 

59 

814 

37 

Chile 

48 

53 

9 

Brazil 

35 

-51 

8 

Turkey 

-29 

3 

32 

India 

-25 

22 

19 

Korea 

-9 

-30 

21 

Hong  Kong,  Singapore  and  Japan  are  the  foreign  markets 
with  the  best  prospects  for  the  remainder  of  1991,  in  the 
view  of  Thomas  Robinson,  chief  international  equity 
strategist  at  Merrill  Lynch.  He  bases  his  view  on  an 
expectation  that  the  Japanese  economy  will  be  stimulated 
by  falling  interest  rates.  Robinson  forecasts  that  over  the 
next  few  years  Japan's  economy  will  grow  at  a  4.5%  real 
rate,  twice  what  he  expects  for  the  U.S.  This  helps  justify 
the  steep  35  price/earnings  multiple  of  Japanese  stocks. 
The  standout  market  in  the  table  (upper  right)  is  a  very 


illiquid  and  volatile  one — what  is  euphemistically  known 
as  an  emerging  market.  That  is  Venezuela's  stock  market, 
whose  combined  capitalization  of  $10  billion  is  just  equal 
to  that  of  H.J.  Heinz  Co.  Over  the  last  12  months  the  tiny 
Caracas  bourse  was  up  814%  (dividends  included)  in 
response  to  the  Venezuelan  government's  economic  re- 
forms. Manuel  Perez  Dubuc,  a  broker  with  Mercado  dc 
Capitales,  Citibank's  arm  in  Caracas,  says  that  although 
there  are  still  a  handful  of  good  buys  left  among  Venezue- 
lan industrial  stocks,  "the  gran  fiesta  is  over." 


Who's  hot 


Who's  not 


Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

4 

Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

8 

Ercros/Spain 

chemicals 

11V4 

82% 

Groupe  Victoire/France 

insurance 

222  V4 

-34% 

Nissan  Motor  Iberica/Spain 

automotive 

6'/8 

67 

9 

Free  States  Cons/S  Africa 

gold  mining 

65/8 

-28 

4 

Cosmo  Oil/Japan 

energy 

6'/2 

65 

50 

Tootal/UK 

textiles  &  apparel 

IV* 

-23 

9 

Saab-Scania/Sweden 
Mitsubishi  Petrochemical/Japan 

automotive 
chemicals 

507/s 

8'/4 

63        18 
62        16 

Herpener/Germany 

Asko  Dt  Kaufhaus/Germany 

multicompany 
merchandising 

2533/a 
516V8 

-20 
-19 

13 
17      1 

Cheap  foreign  stocks 


High-yielding  foreign  stocks 


Company/country  Business 

Total  Francaise  Petroles/France  energy 

Banco  Santanderopain  banking 

Guinness/UK  beverages 

Hitachi /Japan  electronics 

Komatsu/Japan  machinery 

Note:  Data  for  period  ending  2/28/91.  Selected  stocks  havt  a  market  capitalization  of  a  least  $300  million.  'EAFE  is  a  price  return  index  of  European,  Australian,  New  Zealand 
and  Far  Eastern  storks  converted  into  U.S.  dollars.  'Perform,  ce  numbers  reflect  both  local  price  change  and  currency  fluctuation.  Dividends  are  reinvested  after  subtracting 
foreign  withholding  tax.  includes  Malaysia.  NA:  Not  available  Principal  source:  Morgan  Stanley  Capital  International  Perspective.  Emerging  markets  data  provided  by 
International  Finance  Corporation  for  period  ending  1 '3 1/91. 


Price 

Earnings 

P/E 

Company/country 

Business 

Price 

5'/2 

Yield 

16.2% 

P/E 

10 

129  "/i 

$21.20 

6 

Standard  Chartered/UK 

banking 

54  V* 

5.38 

10 

Anglo  American/S  Africa 

gold  mining 

297/b 

13.0 

12 

153/S 

1.09 
0.50 
0.24 

14 
20 
31 

Strockland  Trust/Australia 

DAF/Netherlands 

Iberduero/Spain 

real  estate 
machinery 

utility 

l5/fe 

11.5 

11 

93/4 
7  3/8 

133/8 

1\  , 

10.9 

7.9 

10 
10 
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Land . . .  what  else  can  give  yon  so  much  pleasure  now  and  for  years  to  come? 


MPfhe  land  we're  offering  is  far 

from  the  crowds  and  rat  race  of 
■■  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large;  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WG6 
Ft.  Garland,  CO  81133. 


•HO**:- 


Obtain  the  Property  Report  required  by  Federal  law  and 


No 


=derai  agency  has 
judged  the  merits  or  value    !  any.  of  this  property  Equal  Credit  and  Housing  Op,  iffering 

statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  no!  constitute  approval 
of  the  sale  or  lease  or  otter  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 


Wagon  Creek 
\  Ranch.; 


^%\ 
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Has  John  Templeton,  that  demigod  among  global 
fund  managers,  lost  his  touch7  While  his  name 
continues  to  attract  assets,  his  results 
aren't  what  they  used  to  be. 

Templeton 

fallsoff 
the  mountain 


By  Michael  Fritz 

Last  month  some  16,000  stockbro- 
kers and  investors  streamed  through 
London's  cavernous  Barbican  exhibi- 
tion center  for  a  personal  finance 
show.  Propped  up  at  stall  315A  was 
the  familiar  Templeton  "mountain" 
chart.  The  steeply  arching  graph  illus- 
trates the  rewards  of  having  invested 
at  the  launch  of  the  Templeton 
Growth  Fund  in  1954.  In  dollars,  a 
starting  sum  of  $10,000,  with  all  dis- 
tributions reinvested,  would  have 
grown  to  $1.2  million  today. 

This  simple  sales  tool  has  helped 
propel  John  Marks  Templeton,  78, 
the  son  of  a  self-taught  Tennessee 
country  lawyer  and  cotton  ginner,  to  a 
level  of  wealth  and  fame  accorded  few 
money  managers.  He  owns  nearly  half 
of  Templeton,  Galbraith  &  Hans- 
berger,  the  firm  that  manages  the 
Growth  Fund  plus  $16  billion  of  oth- 
er assets.  This  public  company  has  a 
market  capitalization  of  $730  million, 
making  Templeton's  stake  worth 
$350  million.  He  is  one  of  the  most 
widely  recognized  personalities  in 
money  management,  thanks  in  part  to 
frequent  appearances  on  PBS'  Wall 
Street  Week  With  Louis  Rukeyser. 
Templeton  also  gets  media  mentions 
for  funding  an  $800,000  religion 
prize  awarded  annually. 

But  does  all  this  fame  and  fortune 
make  the  Templeton  organi/  ation  a 
good  place  to  park  money?  Some 
recent  investors  are  finding  that  it 
does  not. 
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Templeton,  Galbraith's  three  larg- 
est U.S. -based  global  stock  funds  trail 
the  average  global  stock  fund  for  the 
five  years  ended  last  December.  Late 
last  year  the  firm  quietiy  renamed  its 
Global  Fund  the  Smaller  Companies 
Growth  Fund  (recent  assets,  $816 
million),  perhaps  to  explain  to  inves- 
tors why  the  fund  has  returned  only 
6%  annually  since  the  end  of  1985 — 
the  second-worst  record  among  the 
16  global  stock  funds  followed  by 
Lipper  Analytical  Services  over  that 
period.  Templeton's  $4.1  billion 
World  Fund  returned  8.6%  annually 
over  the  five  years,  three  percentage 
points  behind  the  average. 

The  flagship  Templeton  Growth 
Fund  (assets,  $2.6  billion)  stands  as 
the  top  mutual  fund  performer  over 
30  years,  but  its  eminence  owes  noth- 
ing to  recent  results.  Templeton's 
vaunted  performance  mountain  got  a 
lot  of  its  altitude  in  the  late  1960s  and 
early  1970s,  when  the  then  tiny  fund 
scored  big  gains  investing  in  Japanese 
stocks  while  the  U.S.  market  was 
floundering.  Lately,  Templeton 
Growth  has  been  only  mediocre: 
11.5%  annually  over  the  past  five 
years,  slightly  behind  the  average  for 
global  stock  funds. 

Only  the  $1.1  billion  Templeton 
Foreign  Fund,  comanaged  by  Mark 
Holowesko,  a  30-year-old  Bahamian 
native,  remains  a  clear  standout 
among  the  equity  funds  (five-year 
average  annual  return:  20%). 


John  Templeton  of  the  Templeton  funds 
Does  all  his  fame  and  fortune 
make  the  Templeton 
organization  a  good  place 
to  park  money? 

"The  Growth  Fund's  historical 
numbers  were  established  when  there 
were  very  few  people  playing  the 
global  equities  game,"  says  Michael 
Lipper  of  Lipper  Analytical  Sen  ices. 

Is  it  possible  that  the  Templeton 
asset  pile  has  gotten  too  big  for  Tem- 
pleton to  manage?  Just  since  1986, 
when  he  took  his  management  com- 
pany public  in  a  stock  offering  in 
London,  the  business  has  grown  from 
5  mutual  funds  to  81.  Assets,  includ 
ing  those  in  private  accounts,  have 
climbed  from  $7  billion  to  $18  bil 
lion.  Though  Templeton  told  Form  s 

in  1986  that  he  would  step  down 
from  the  firm  at  age  80  ll>  months 
from  now — he  recently  amended  thai 
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statement  by  saying  that  he  intends  to 
remain  at  the  helm  "so  long  as  God 
allows."  But  he  devotes  only  30  hours 
a  week  to  overseeing  his  portfolio 
managers'  buy-sell  recommendations 
and  acting  as  company  chairman. 
Much  of  the  stock  hunting  falls  to  a 
research  department  in  Fort  Lauder- 
dale, Fla.,  ajong  way  from  Temple- 
ton's  office  vin  the  Bahamas. 

How  much  depth  of  management 
is  there  below  Templeton?  For  the  last 
decade  Templeton,  Galbraith  has 
filled  its  staff  of  20  senior  analysts  and 
portfolio  managers  after  training 
prospects  recruited  right  out  of  col- 
lege. But  it  often  pays  its  portfolio 
managers  40%  to  50%  less  than  com- 
peting firms.  As  a  result,  the  firm  has 
come  to  serve  almost  as  a  residency 
program  for  global  equity  managers 
who  earn  the  Templeton  pedigree 
and  move  on. 


In  1984  three  of  the  firm's  promis- 
ing equity  analysts  left  to  open  their 
own  advisory  firm,  Mercator  Asset 
Management,  which  was  quickly  ac- 
quired by  Prudential.  James  Hocking 
oversaw  Templeton's  expansion  into 
fixed -income  research  and  ran  the 
Templeton  Income  Fund.  Last  year 
he  defected  to  head  Citicorp's  Private 
Banking  division.  And  in  the  last  18 
months  the  firm  lost  three  of  its  sea- 
soned global  equity  managers  or  ana- 
lysts to  competitors. 

What  of  the  other  principals  in  the 
firm?  John  Galbraith,  69,  vice  chair- 
man, may  retire  as  soon  as  Templeton 
himself;  Thomas  Hansberger,  58,  the 
president  and  chief  executive,  is  now 
more  a  company  manager  than  an 
investment  counselor. 

So  far,  shareholders  of  the  funds 
have  remained  loyal  despite  the  re- 
cently lagging  performance.  They 
stay  invested  in  Templeton  mutual 
funds  an  average  of  ten  years,  or, 
Templeton  says,  twice  the  industry 
average.  But  sooner  or  later  the  per- 
formance among  Templeton's  largest 
funds  will  cut  into  new  sales.  The 
larger  Templeton  funds  carry  a  maxi- 
mum load  of  8.5%,  making  them  lu- 
crative for  salesmen,  but  further 
weakening  their  performance. 

The  Templeton  organization  has 
launched  a  flurry  of  new  mutual  funds 
across  Europe,  Asia  and  Australia. 
Many  of  these  new  offerings  are 
closed-end  funds  whose  assets  cannot 
leave,  absent  a  reorganization.  Even 
this  approach  isn't  foolproof,  howev- 
er. A  year  ago  the  $177  million 
closed-end  Templeton  Value  Fund 
was  forced  to  open -end  after  its  share 
price  sank  to  a  discount. 

As  a  public  company,  Templeton 
must  keep  growing  or  risk  a  collapse 
of  its  stock  price.  This  had  led  the 
company  to  embrace  some  faddish 
fund  concepts.  Last  year,  for  example, 
new  offerings  included  two  no-lose 
stock  funds  that  stick  investors  with 
high  fees  in  exchange  for  promising  to 
return  at  least  the  investors'  original 
principal  after  ten  years.  The  firm's 
most  dubious  foray  into  salesmanship 
came  last  month,  when  it  began  sell- 
ing a  clone  of  the  Templeton  Growth 
Fund  through  a  contractual  sales  plan 
that  imposes  upfront  loads  of  50%  the 
first  year.  Such  plans  are  great  for 
salespeople,  who  get  fat  commissions 


Keeping  it 
in  the  family 

The  delicate  matter  of  when  John 
Templeton  intends  to  relinquish  his 
role  as  the  ultimate  stock  picker  at 
Templeton,  Galbraith  &  Hansberger, 
and  how  he  will  eventually  dispose 
of  his  77  million  shares,  officially  re- 
mains an  open  question.  However, 
insiders  hint  that  Templeton  could 
leave  his  stake  to  the  Templeton 
Foundation,  a  philanthropic  entity 
run  by  his  eldest  son,  John  (Jack) 
Templeton  Jr.  Jack  Templeton,  51,  is 
a  prominent  Philadelphia  pediatric 
surgeon  with  a  talent  for  separating 
Siamese  twins.  The  foundation 
funds  the  annual  Templeton  Prize  for 
Progress  in  Religion.  John  Temple- 
ton's private  investment  portfolio, 
probably  over  $250  million,  may 
also  go  to  charity. 

Jack  Templeton's  involvement 
with  tgh  stretches  back  at  least  five 
years  through  his  role  as  chairman 
of  various  Templeton  funds.  He  is  a 
large  shareholder  in  the  manage- 
ment company  (with  11  million 
shares,  as  of  the  last  annual  report), 
is  a  director  of  it  and  sits  on  the  execu- 
tive committee,  which  meets 
monthly  in  Nassau.  But  it  is  far  from 
clear  that  he  would  attempt  to  fill 
his  father's  shoes  or  give  up  his  medi- 
cal practice.  -M.F.  M 


immediately.  But  they  hurt  investors, 
who  lose  half  their  first  year's  invest- 
ment if  they  quit  early. 

Templeton,  Galbraith  remains  one 
of  the  most  profitable  publicly  traded 
managers  of  mutual  funds,  earning 
$58  million  last  year  on  revenues  of 
$176  million.  (To  compare:  the  much 
larger  Dreyfus  Corp.  earned  $62  mil- 
lion last  year  on  estimated  revenues  of 
$255  million).  Unless  Templeton  can 
improve  its  funds'  showings,  howev- 
er, it  has  scant  chance  of  remaining  so 
highly  profitable. 

There's  an  important  lesson  here 
for  investors.  It  is  this:  In  evaluating  a 
fund's  desirability  for  purchase,  don't 
just  look  at  the  long  term,  the  medi- 
um term  or  the  short  term.  Rather 
weigh  a  manager's  performance  over 
multiple  periods.  ■■ 
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Did  you  know  that  50,000 
Vision  subscribers  own  a 
private  swimming  pool? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 


uman 


R{  VIS!  A    I  NT  I  RAVI 


You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December.  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 
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MONEY  &  INVESTMENTS 


For  above-market  yields  with  little  risk,  U.S.  dollar  bonds 
of  Canadian  utilities  and  provinces  are  an  interesting  bet. 

Separatist  stairs 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Investors  worried  about  the  dete- 
riorating credit  quality  of  corporate 
America  ought  to  think  about  going 
north  of  the  border — where  high- 
quality,  low-risk  Canadian  provincial 
utility  bonds,  as  well  as  bonds  issued 
by  provinces,  carry  yields  with  spreads 
of  more  than  100  basis  points  over 
U.S.  Treasurys. 

The  catch  is  you've  got  to  be  will- 
ing to  ride  the  waves  of  Quebec  sepa- 
ratism and  other  regional  factional- 
isms that  seem  constantly  to  sweep 
the  country  and  pummel  bond  prices. 
But  political  uncertainty  in  this  fragile 
confederation  is  precisely  the  reason 
these  bonds  are  such  bargains  for  U.S. 
investors  right  now. 

Because  Canada  is  power  rich  and 
cash  poor,  its  electrical  generating 
facilities  are  financed  to  a  large  degree 
in  the  U.S.,  which  also  winds  up 
buying  much  of  the  power  created  by 
the  country's  huge  hydro  plants. 

For  U.S.  buyers,  one  of  the  most 
attractive  issues  is  U.S.  dollar-denom- 
inated bonds  of  power  generators  like 
Hydro-Quebec.  Less  than  two  years 
ago,  the  30-year  noncallable  Hydro- 
Quebec  bonds  traded  only  55  basis 
points  over  long  Treasurys.  But  last 
year  spreads  began  to  widen  following 
the  collapse  of  the  so-called  Meech 
Lake  Accord  that  spelled  out  terms  for 
Quebec's  staying  within  the  Canadian 
federation. 

The  spread  was  110  basis  points  last 


summer  and  hit  a  historic  high  of  1 30 
basis  points  in  January,  when  Hydro- 
Quebec  marketed  $900  million  in 
noncallable  9.4s  of  2021  priced  at  99 
to  yield  9.48%  to  maturity.  The  sale  of 
this  issue  was  followed  by  a  widely 
publicized  call  in  March  by  Quebec's 
Liberal  Party  for  a  drastic  shift  of 
power  from  the  federal  government 
to  the  provinces. 

Rated  AA3  by  Moody's  and  AA-  by 
Standard  &  Poor's,  Hydro- Quebec 
has  been  perceived  in  the  market  for 
years  as  an  extremely  high-grade  cred- 
it. But  frightened  retail  investors,  un- 
certain about  what  to  make  of  all  the 
political  news  coming  out  of  Canada, 
have  been  selling  off  in  droves,  driving 
yields  higher.  Right  now  the  Hydro- 
Quebec  9.4s  of  2021  are  trading  at 
par  to  yield  9.40%.  That's  less  than 
what  the  yield  was  earlier  in  the  year, 
but  still  105  basis  points  more  than 
the  long  Treasury. 

Also,  Hydro-Quebec's  yield  looks 
attractive  when  compared  with  an 
American  corporate  issue  with  a  simi- 
lar maturity  and  rating.  For  example, 
United  Technologies'  noncallable 
83As,  maturing  in  2021,  yield  only 
9.25%.  So  an  investor  opting  for  a 
Canadian  issue  picks  up  15  basis 
points  in  yield.  That's  hefty  consider- 
ing that  historically,  American  corpo- 
rates — subject  to  economic  cycles — 
have  yielded  more  than  have  Canadi- 
an government- backed  issues. 

Hydro-Quebec  yields  more  than 
other  Canadian  issues,  which  carry 
lower  ratings.  That's  because  the 
prices  of  the  bonds  issued  by  the 
utility,  as  well  as  bonds  issued  by  the 
province  of  Quebec — perceived  as  the 
political  troublemaker — have  suf- 
fered more  than  others.  For  example, 
85/8S  issued  by  the  province  of  Quebec 
trade  at  $92,  to  yield  9.40%  to  maturi- 
ty in  2026.  Meanwhile,  9V8S  issued  by 
the  province  of  Saskatchewan — 
which  has  a  lower  rating  of  A2/A — 
yield  the  same. 


Still,  the  Saskatchewan  issue, 
though  not  cheap  when  compared 
with  Quebec's,  looks  attractive  when 
compared  with  an  American  corpo- 
rate bond  with  a  similar  rating  and 
maturity.  For  example,  the  A1/A+ 
rated  30-year  bonds  issued  by  Adan- 
tic  Richfield  yield  only  9.15%,  or  25 
basis  points  less. 

While  these  rates  of  return  are  gen- 
erous, keep  in  mind  that  you  have  to 
pay  federal,  state  and  local  income 
taxes  on  these  bonds,  whereas  you 
wouldn't  have  to  pay  state  or  local 
income  tax  on  Treasury  interest. 
However,  for  a  nontaxable  IRA  or 
Keogh  account,  these  Canadian 
bonds  would  be  a  very  smart  move. 

With  one  exception,  the  bond  rat- 
ing services  haven't  reacted  negatively 
to  the  political  situation.  Montreal- 
based  Canadian  Bond  Rating  Service 
has  placed  the  province  of  Quebec  on 
its  watch  list  for  possible  downgrad- 
ing. Another  Canadian  rating  agency, 
the  Dominion  Bond  Rating  Service, 
hasn't  done  anything.  Nor  has  Moo- 
dy's or  Standard  &  Poor's  in  this 
country  .William  Streeter,  manager  of 
Canadian  ratings  at  Moody's,  points 
out  that  the  recent  downgrade  of 
Saskatchewan  to  A2  was  due  to  finan- 
cial stringency,  and  not  politics. 

Barbara  Kenworthy,  portfolio 
manager  at  Dreyfus  Corp.,  who  over- 
sees several  fixed-income  portfolios 
totaling  $4  billion  in  assets,  says  these 
Canadian  utility  and  province  issues 
should  hold  their  credit  quality  re- 
gardless of  what  happens  on  the  polit- 
ical front  because  of  their  strong  un- 
derlying fundamentals.  Greg  Par- 
seghian,  managing  director  of  First 
Boston  Corp.,  agrees.  He  says  be- 
cause all  the  political  issues  have  been 
on  the  table  for  years,  it's  hard  to 
think  of  what  could  happen  that 
would  shock  the  marl  ets.  "Few  sur- 
prises are  likely  to  develop,"  he  says. 

Parseghian  argues  that  the  bond 
market  has  already  discounted  the 
worst  possibilities,  including  Que- 
bec's separation.  That  unlikely  event 
would  mean  that  net  transfers  of 
funds  from  the  federal  government 
would  cease  and  that  Quebec  would 
have  to  start  picking  up  a  portion  of 
Canada's  national  debt. 

Even  so,  the  current  yield  surge  of 
these  issues  makes  them  a  good  alter- 
native investment.  wm 
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A  handful  of  big  stocks  may  be  richly  priced,  but  most 
stocks  are  not.  Most  small  stocks  are  as  cheap  now  as 
they  were  just  after  the  great  bull  market  started  in  1982. 

It's  early 
in  the  game 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


In  one  respect  the  bears  are  correct: 
The  S&P  500  is  far  from  cheap.  But 
they  are  also  wrong,  because  the  rest 
of  the  market  is  exactly  at  levels  from 
which  major  advances  have  historical- 
ly continued.  Weighing  the  big  stocks 
versus  the  small  stocks  in  judging 
whether  the  market  is  too  high,  the 
small  stocks  are  a  better  yardstick 
because  there  are  a  lot  more  of  them. 
The  bulk  of  the  S&P  500  reflects  only 
about  100  to  150  stocks  out  of  a 
multi  thousand-  stock  U.S.  market. 
And  those  few  giants  that  dominate 
the  s&p  are  about  70%  of  a  particular 
type — big- cap  growth  stocks. 

In  short,  while  the  s&P  500  is  a  bit 
better  bellwether  than  the  Dow  in- 
dustrials, it  still  doesn't  tell  the  whole 
stock  market  story.  Looking  at  the 
biggest  stocks,  the  market  is  fairly 
dear.  But  the  further  down  the  list  you 
go  in  size,  the  cheaper  they  get. 

Skip  the  500  largest  stocks  and  look 
at  the  next  1,500  stocks  as  a  group. 
Within  these  1,500  study  the  distri- 
bution of  valuations  and  match  that 
distribution  against  that  of  the  com 
parable  1,500  stocks  at  the  market's 
important  past  turning  points.  Doing 
this,  my  firm  creates  bell  curves  of  the 


market's  valuations  at  various  key 
points  in  time.  It  is  a  quantitative  but 
also  visual  snapshot  of  what  "shape" 
the  market  is  in.  Here,  the  results  are 
simply  stunning,  because  the  bell 
curve  is  consistently  very  differendy 
shaped  at  major  tops  and  bottoms. 

For  example,  with  p/es,  at  or  near 
major  market  bottoms  the  bell  curve 
has  a  classic  shape  with  a  bulge  in  the 
middle  and  a  downward  slope  at  be- 
ginning and  end  (shown  below). 


Number  of  stocks 


10     15     20     25 

P/E 


At  market  bottoms  the  bell  curve 
bulges,  because  right  then  most 
stocks  are  worth  about  the  market's 
average,  with  relatively  few  worth  a  lot 
more  or  less  than  the  average.  But  at 
major  market  tops  the  bell  curve  of 
p/es  for  the  1,500  simply  looks  flat. 
There  is  little  or  no  bulge  in  the 
middle.  At  the  tops  there  are  far  more 
variations  in  valuation  among  the 
1,500  than  at  the  bottoms.  Many 
stocks  then  sell  materially  above  or 
below  the  average.  At  tops  the  market 
is  cocky  and  thinks  it  knows  how  to 
discern  value — how  to  tell  which 
stocks  should  be  worth  a  lot  and 
which  aren't  so  hot.  At  bottoms  it  has 
no  such  confidence  in  itself  and  so 
prices  all  stocks  about  the  same  way. 

In  October  1990  the  1,500 
showed  similar  average  values  to 
those  of  August  1982,  and  the  distri- 


butions were  almost  identical  to 
1982's.  And  the  similarity  continues 
today.  That  is,  the  bell  curve  is  now 
almost  identical  to  that  which  existed 
five  months  after  the  1982  bottom. 

The  pattern  of  valuations  among 
small  stocks  today,  therefore,  is  paral- 
lel to  that  which  existed  just  as  the 
market  took  off  on  one  of  the  greatest 
bull  markets  in  history. 

Ultimately,  valuations  only  count 
relative  to  the  cost  of  money,  and  any 
comparison  of  current  p/es  to  the  past 
must  be  adjusted  for  the  cost  of  capi- 
tal. Here,  too,  small  stocks  come  out 
winners:  Interest  rates  are  a  lot  lower 
today  than  in  1982,  so  by  this  measure 
small  stocks  were  much  cheaper  this 
time  than  in  1982— fully  25%. 

Skeptics  may  remind  you  that  there 
was  a  small-cap  crash  in  1983,  but 
they  are  only  partly  right.  That  crash 
was  among  hot,  high-priced  small- 
cap  growth  stocks;  it  didn't  bring  the 
whole  universe  down  with  it.  I  expect 
similar  parallels  in  the  next  18 
months,  with  small-cap  value  pulling 
nicely  ahead  of  growth. 

So  this  small-cap-led  bull  market  is 
nicely  on  track.  How  much  more  can 
stocks  rise?  Overall,  maybe  200%  in 
three  to  five  years.  But  it  depends  on 
which  ones  you  mean.  Take  Seagate 
(15,  o-t-c).  I  recommended  it  in  De- 
cember at  9,  so  it's  up  67%.  Most  folks 
have  trouble  keeping  something  after 
a  rise  like  that,  much  less  stepping  into 
it  now.  But  think  long  term  and  with 
perspective.  At  35%  of  revenue,  nine 
times  earnings  and  1.3  times  book 
value,  it  is  pretty  darn  cheap  for  what 
is  by  far  the  largest  and  lowest-cost 
manufacturer  of  disk  drives — an  in- 
herent long-term  growth  area. 

Before  this  three  to  five  year  and 
200%  to  300%  small-cap-led  bull  mar- 
ket is  over,  I  wouldn't  be  at  all  sur- 
prised to  see  Seagate  sell  at  twice  the 
valuations  it  sports  now,  and  it  still 
wouldn't  be  overpriced — and  with 
much  higher  sales  and  earnings.  Hot 
torn  line?  The  stock  could  easily  be  at 
45  in  1994.  Despite  its  big  rise  to 
date,  it  is  still  very  cheap. 

Here  are  a  leu  other  cheap  stocks 
from  the  1,500  to  add  to  the  50  [this 
stocks  I  have  recommended  in  recent 
months:  Armstrong  World  (2$), 
Coon  (23,  o-t-c),  Crystal  Brands 
(27),  Drua  Emporium  (}K  o-l  c)  and, 
lastly,  Thiokol(  16).  Bi 
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Does  it  make  sense  to  put  some  of  your 
money  in  foreign  stocks?  It  makes  good  sense, 
but  there's  a  right  way  and  a  wrong  way. 

Innocents  abroad 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Should  you  diversify  your  portfolio 
to  include  foreign  stocks?  Probably, 
but  don't  buy  foreign  securities  unless 
you  understand  the  right  reasons  for 
doing  so. 

Here's  the  wrong  logic.  Foreign 
stocks  have  been  performing  consid- 
erably better  than  U.S.  stocks,  at  least 
in  dollar  terms.  From  the  end  of  1984 
to  the  end  of  1989,  for  instance,  the 
U.S.  market  ranked  16th  among  18 
stock  markets  in  the  world,  in  dollar 
returns.  So,  you  should  go  abroad  in 
order  to  get  higher  returns. 

That  is  faulty  reasoning  because 
there  is  nothing  in  the  history  of 
stocks  to  suggest  that  foreign  markets 
will  continue  to  outperform  the  U.S. 
market.  After  all,  a  large  part  of  the 
excess  return  recently  for  U.S.  inves- 
tors overseas  comes  from  a  weakening 
of  the  dollar.  That  won't  go  on  forev- 
er. Nor  is  there  any  reason  to  expect 
that  the  local -currency  returns  on  eq- 
uity investments  in,  say,  France  will  be 
better  than  those  here. 

The  right  reason  for  investing  over- 
seas is  something  else  altogether:  It 
reduces  your  portfolio's  volatility 
without  simultaneously  reducing  re- 
turn. The  idea  is  simply  to  capitalize 
on  the  fact  that  foreign  markets  often 
zig  when  the  U.S.  market  zags.  Let's 
suppose,  for  the  sake  of  argument, 


that  the  long-term  return  you  can 
expect  on  U.S.  stocks  is  6%  a  year, 
above  and  beyond  inflation.  And  sup- 
pose that  the  expected  return  on 
French  stocks  is  the  same.  Then  any 
broad  mixture  of  the  two  markets  will 
also  have  a  6%  expected  return.  But  it 
will  be  more  stable,  month  to  month, 
than  a  pure  portfolio  of  either  U.S.  or 
French  stocks. 

Diversifying  internationally  does 
something  for  stability  that  you  can't 
get  from  merely  local  diversification. 
If  you  already  have  in  your  portfolio 
20  U.S.  stocks  that  are  well  chosen 
(that  is,  in  different  industries),  add- 
ing a  21st  won't  reduce  your  portfo- 
lio's risk  by  very  much  at  all.  But 
adding  shares  of  an  international  fund 
would  cut  risk,  since  the  economic 
forces  propelling  foreign  economies 
are  significantly  different  from  those 
that  move  the  U.S.  economy. 

Roger  Gibson,  author  of  Asset  Allo- 
cation: Balancing  Financial  Risk, 
compared  a  U.S. -only  portfolio  over  a 
number  of  ten-year  periods  with  one 
that  invested  between  10%  and  30%  in 
international  securities.  In  each  peri- 
od, the  international  diversification 
reduced  risk  significandy  without  sac- 
rificing long-term  return. 

Once  you  decide  to  diversify  inter- 
nationally, avoid  the  temptation  to  be 
a  market  timer.  Consider,  for  exam- 
ple, the  performance  of  The  Telephone 
Switch  Newsletter,  which  for  seven 
years  now  has  been  switching  into  and 
out  of  international  mutual  funds  and 
has  realized  a  compound  annual  re- 
turn of  16.9%.  That  looks  good  only 
until  you  realize  that  you  would  have 
been  much  better  off  buying  and 
holding.  Morgan  Stanley's  stock  in- 
dex for  Europe,  Australia  and  the  Far 
East  realized  a  21.2%  annual  return 
over  the  same  period. 

Another  lesson  of  the  Hulbert  Fi- 
nancial Digesfs  data  is  that  you 
should  favor  no-load  mutual  funds 


over  shares  of  individual  foreign 
companies — especially  if  those  shares 
do  not  trade  as  American  Depositary 
Receipts.  This  is  because  transaction 
costs  in  buying  foreign  companies 
can  be  prohibitive.  To  buy  a  compa- 
ny on  a  foreign  exchange,  for  exam- 
ple, you  must  pay  not  only  a  broker's 
commission  for  the  securities  trade 
but  also  a  bankers'  commission  to 
exchange  your  dollars  into  the  for- 
eign currency.  In  addition,  the  mar- 
kets for  many  foreign  stocks  are  illi- 
quid, which  can  be  a  big  problem 
when  you  try  to  sell  your  foreign 
stock  and  are  forced  to  accept  an 
unreasonably  low  bid. 

This  lesson  is  well  illustrated  by  the 
record  of  the  international  portfolio 
recommended  by  the  International 
Harry  Schultz  Letter.  It  is  the  only 
letter  among  those  I  monitor  that 
recommends  shares  of  individual 
companies  for  which  adrs  are  not 
available.  The  resultant  transaction 
costs  for  a  U.S.  investor — both  for 
buying  the  shares  and  for  exchanging 
currency — are  a  major  reason  why  the 
service  has  lagged  the  market. 

The  only  other  letter  I  track  that 
regularly  recommends  shares  of  indi- 
vidual foreign  companies  is  Dessauer's 
Journal,  edited  by  John  Dessauer. 
Unlike  Schultz,  Dessauer  confines  his 
recommendations  to  shares  for  which 
adrs  are  available,  adrs,  of  course, 
can  be  purchased  right  here  in  this 
country  and  are  denominated  in  U.S. 
dollars.  Therefore,  they  carry  relative- 
ly low  transaction  costs.  Not  surpris- 
ingly, Dessauer's  portfolio  has  per- 
formed far  better  than  Schultz's,  with 
less  risk.  Dessauer's  two  most  recent 
picks:  Rhone -Poulenc,  the  French 
pharmaceutical  and  chemical  compa- 
ny whose  adrs  trade  on  the  NYSE,  and 
Mannesmann,  the  German  heavy 
equipment  manufacturer  whose  adrs 
trade  here  over-the-counter. 

The  investment  of  choice  for  most 
international  investors  will  be  a  no- 
load  mutual  fund,  however.  Which 
ones?  In  the  international  equity  are- 
na, six  of  the  letters  I  follow  currently 
are  recommending  T.  Rowe  Price's 
International  Discovery  Fund.  In  the 
international  bond  arena,  two  mutual 
funds  currently  are  being  recom- 
mended by  five  of  the  letters  I  follow: 
Fidelity's  Global  Bond  and  T.  Rowe 
Price's  International  Bond  funds.  ■■ 
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There's  something  comforting  in  earning  your  living 
in  a  profession  that  unnerves  even  a  psychiatrist. 

Freud  would  have 

< 

a  name  for  it 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


Losing  money  in  the  stock  market  is 
mildly  depressing,  absolutely  mad- 
dening or  no  big  deal,  depending 
upon  one's  psychological  makeup. 
My  partnership  agreement,  like  those 
of  most  hedge  funds,  provides  for  the 
removal  of  the  general  partner  for  all 
sorts  of  reasons,  including  insanity.  A 
doctor  became  concerned  about  me 
after  reading  my  last  column,  in  which 
I  said  that,  as  a  net  short-seller,  the 
bull  market  was  costing  me  money 
and  sleep.  He  was  concerned  as  a 
friend — and  undoubtedly,  since  he  is 
a  limited  partner,  for  his  money  as 
well.  "Shad,"  he  said,  "do  us  both  a 
favor  and  talk  to  my  psychiatrist  friend 
Dr.  Jones."  And  so  I  did.  What  fol- 
lows are  the  highlights  of  the  conver- 
sation between  me  and  Dr.  Jones. 

I  told  Jones  I  had  trouble  sleeping 
lately,  what  with  so  many  of  my  shorts 
going  against  me.  "You  can't  sleep!" 
blurted  Dr.  Jones.  "I  can't  sleep  when 
I  own  stocks,  even  if  they  are  going 
up."  Dr.  Jones  was  obviously  relieved 
to  tell  a  supposed  stock  market  profes- 
sional the  frustrations  he  himself  had 
with  the  stock  market:  "Do  you  kc 
what  the  business  you  are  in  is  like?  Ii 
is  like  injecting  an  animal  with  LSD  a 
then  betting  which  way  the  animal  is 


going  to  run.  It  is  not  rational.  .  .  . 

"If  you  let  your  sense  of  self-worth 
be  determined  by  how  well  you  can 
predict  which  way  a  drug-crazed  ani- 
mal is  going  to  run,"  he  went  on, 
"then  you  really  will  end  up  de- 
pressed. ...  As  a  lifetime  proposition, 
an  activity  which  causes  you  to  lose 
sleep  is  not  worth  it,  which  is  why  I 
don't  own  stocks  myself,  although  I 
follow  the  market  closely.  .  .  . 

"For  what  it's  worth  though,"  he 
continued,  "Richard  Russell  doesn't 
think  we  are  in  a  bull  market.  I  sub- 
scribe to  his  Dow  Theory  Letter.  Until 
the  Dow  Jones  transportation  index 
makes  a  new  high  and  thus  confirms 
new  highs  in  the  industrials,  he  says 
we  are  not  in  a  bull  market,  but  rather 
a  massive  distribution." 

That  night  I  slept  like  a  rock,  grate- 
ful that  I  get  to  play  a  game  capable  of 
driving  even  psychiatrists  crazy.  I 
promised  myself  that  if  the  stock  mar- 
ket gods  allow  me  to  be  real  right  one 
more  time,  I  will  never  put  myself  in  a 
stressful  investment  position  again. 
Well,  not  very  often. 

For  the  last  year  or  so  the  strongest 
group  in  the  market  has  been  health 
care  stocks.  Dozens  of  medical  com- 
panies are  coming  public  at  fantastic 
prices.  Long  a  believer  that  trees  don't 
grow  to  the  sky,  I  have  given  thought 
to  what  exactly  could  cause  these 
stocks  to  come  back  to  earth.  After  all, 
there  is  a  broad  consensus  that  health 
care  costs  must  come  down  and  that 
there  is  overcapaciiy  in  the  health  care 
industry — too  many  doctors,  too 
many  hospitals,  too  much  expensive 
equipment  and  too  many  suppliers. 

In  health  care,  prices  ultimately  arc 
not  set  by  supply  and  demand  but  by 
government  edict.  Almost  nobody 
pays  his  or  her  own  medical  bills. 
Insurance  companies  key  the  amount 


they  will  pay  for  medical  services  and 
products  off  what  Medicare  pays. 

The  government's  cost  contain- 
ment efforts  have  focused  on  "in- 
patient" care,  that  is,  patients  con- 
fined to  hospitals.  Treating  people  on 
an  in-patient  basis  thus  has  litde  stock 
market  excitement,  and  all  the  sizzle 
has  involved  new  ways  to  treat  those 
same  patients  on  an  out-patient  basis. 
The  prices  charged  for  out-patient 
products  and  services  are  lower  than 
for  in-patient,  but  they  still  produce 
very  high  profit  margins.  So  far  the 
government  has  not  focused  upon  the 
prices  paid  for  out-patient  care.  That 
is  about  to  change. 

The  Department  of  Health  &  Hu- 
man Services  has  until  September  to 
provide  Congress  with  prospective 
guidelines  for  Ambulatory  Patient 
Groups.  Proposed  prices  will  be  lower 
in  general  than  those  currently  being 
charged.  Take  day  surgery.  Currently, 
it  is  priced  at  about  80%  of  what  the 
same  procedure  would  cost  on  an 
overnight  basis.  The  proposed  prices 
will  be  a  weighted  average  of  what  it 
would  cost  to  perform  the  surgery  in  a 
doctor's  office,  in  a  hospital  and  a  few 
other  imponderables.  Net  net,  prices 
are  coming  down. 

At  the  same  time,  acute  care  hospi- 
tals are  gearing  up  their  day  surgery 
efforts  as  fast  as  they  can.  Growing 
competition  and  potentially  declining 
prices  don't  bode  particularly  well  for 
companies  like  Medical  Care  Interna- 
tional (46)  and  Surgical  Care  Affili- 
ates (27),  which  sell  at  36  and  57 
times  trailing  earnings,  respectively. 

Led  by  Democratic  Representative 
F.  (Pete)  Stark  of  California,  there  is  a 
growing  outcry  against  the  conflict  of 
interest  obvious  in  doctor  ownership 
of  testing  labs,  operating  facilities, 
imaging  centers  and  home  infusion 
companies.  Most  of  the  exciting  med- 
ical companies  in  the  stock  market 
involve  joint  ventures  with  doctors.  Is 
a  doctor  the  patient's  advocate  or  is  lie 
a  businessman  selling  his  wares  and 
maximizing  his  profits?  I  believe  t  h.u 
this  question  will  tend  to  be  resolved 
in  favor  of  the  patient  and  Ins  pocket 
book.  That  is  somewhat  bearish  lor 
medical  stocks.  Rut,  then,  of  course, 
the  psychiatric  hospitals  are  probably 
full  of  folks  who  think  they  know 
which  way  that  drug  crazed  animal  is 
going  to  run.  Bi 
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My  advice  to  investors  frightened  by  the  IBM  earnings 
drop  and  other  bits  of  bad  news:  Buy  on  weakness. 

The  bull  lives 


Charles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc.,  an  investment 
management  firm,  in  Boston. 


year-end  1990's  figure,  I  have  as- 
sumed zero  nominal  gnp  growth  for 
the  quarter  just  ended,  putting  the 
ratio  at  roughly  51% — below  its  cen- 
tral tendency  (53%).  Interestingly, 
three  of  the  seven  years  shown  in  the 
table  were  periods  when  calendar- 
year  average  real  gnp  growth  was 
negative  (1970, 1975  and  1980).  Ex- 
cluding these  recession  years,  the 
stood  at  337  on  Aug.  25,  1987,  just  market's  average  p/e  would  have  been 
prior  to  the  October  crash.  So,  at  its  even  higher  (57.5%).  From  this  per- 
peak,  the  market  was  only  about  12%  spective,  assuming  even  the  experts' 
higher  than  its  level  of  3  lh  years  ago —  conservative  gnp  forecasts  through 
hardly  an  impressive  performance,  es-  1992  come  to  pass,  the  odds  favor 
pecially  when  you  take  into  account  stocks  over  cash  equivalents, 
the  17%  inflation  that  piled  up  over  Why,  given  these  facts  and  figures, 
the  same  period.  In  my  opinion,  we  did  so  many  pros  miss  the  early  1991 
have  been  riding  a  bear — not  a  bull —  rally?  They  failed  to  pay  attention  to 
market  for  43  months  now.  Had  in-      the  reliable  historical  linkage  between 

the  credit  and  equity  markets. 

Go  back  to  what  I  reported  in 
"Don't  panic"  (Forbes,  Sept.  3, 
1990)  and  reiterated  in  "T  bills  and 
tea  leaves"  (Oct.  1,  1990):  Credit 
market  behavior  in  the  aftermath  of 


vestors  simply  rolled  funds  over  in 
riskless  Treasurys  they  would  have 
done  as  well  as  an  s&P  index  fund. 

Other  valuation  techniques  rein- 
force the  view  that  the  stock  market 

People  seem  to  like  worry  stories,  so     may  not  be  ahead  of  itself.  Think  of 

it  wasn't  surprising  that  the  financial      the  stock  market  as  the  price  of  the      Saddam's  mugging  of  Kuwait  was  at 

press  abounded  with  articles  predict-      economy.  In  this  sense,  it  is  useful  to      odds  with  the  bears'  argument  that 

ing  a  stock  market  collapse  as  a  conse-      evaluate  the  stock  market's  capitaliza- 

quence  of  Iraq's  invasion  of  Kuwait,      tion  (i.e.,  all  listed  NYSE  shares  multi- 

And  it  all  seemed  to  add  up,  given  the     plied  by  their  respective  prices)  rela- 

threat  of  conflagration  in  Arabia  and  a      tive  to  GNP. 

moribund  economy  at  home.  As  it         The  table  presents  a  snapshot  of 

turned  out,  those  worry  stories  were      this  price/economy  ratio  at  five-year 

quite  a  buy  signal  so  far  as  the  stock      intervals  since   1960.  In  estimating 

market  was  concerned. 


Equities,  as  measured  by 
the  S&P  Composite,  took 
off,  from  a  low  of  295  on 
Oct.  ll,1990toanalltime 
highof369onFeb.  19— a 
tremendous  25%  gain.  As 
the  Feb.  26  Wall  Street 
Journal put  it,  "Rarely  have 
so  many  professionals  been 
so  wrong."  Two  weeks  lat- 
er the  S&P  set  another 
record,  closing  at  376.72. 

But  the  worrywarts 
aren't  dismayed.  Today's 
fear  is  that  the  stock  market 
is  overvalued.  After  all,  if 
equities  were  vulnerable  at 
lower  levels  last  fall,  when 
the  bad  news  had  yet  to 
break,  then  they  must  really 
be  top-heavy  now  that  the 
red  ink  is  flowing. 

Again  the  gloomsters  are 
wrong. 

Consider    that    the   s&P 


The  market's  price-to-economy  ratio 

Stock  market         Gross  national       Stock  market  as 
capitalization*            productt           fraction  of  GNP 
($bil)                    ($bil) 

1990 
1985 
1980 

$2,819.8 
1,950.3 
1,242.8 

$5,518.9* 

51.1%* 

4,144.6 

47.1 

2,913.7 

42.7 

1975 
1970 
1965 
1960 

685.1 

1,704.6 

40.2 

612.5 
537.5 

1,053.1 
743.4 

58.2 

72.3 
59.6 
53.0% 

307.0 

515.0 

Average 

*AII  NYSE-listed  shares  at  year-end.    tYear-end  GNP  measured  ii 
as  interpolated  from  QIV  and  Ql  levels.    ^Estimate. 

>  current  dollars, 

Is  the  stock  market  overvalued? 
Not  necessarily.  Relative  to  the  economy, 
the  market's  capitalization  at  year-end 
1990  was  normal. 


runaway  oil  prices  would  fan  inflation 

and  devastate  both  the  economy  and 

equity  markets.  Even  in  the  face  of 

volatile   oil   prices   and   a   slumping 

economy,  T  bill  rates  continued  to 

decline.  If  history  was  any  guide,  it 

was  clear  that  this  improved  credit 

market    environment    had 

increased  the  odds  that  the 

stock  market  would  recoup 

its    postinvasion    losses — 

precisely  what  happened. 

It  is  important  to  note 
that  interest  rates  have  con- 
tinued to  slide  in  1991. 
From  a  high  of  slightly  over 
9%  (March  1989),  three- 
month  bill  yields  have 
dropped  below  6%.  So 
what's  the  1  nessage  for  ner- 
vous Nellies?  The  credit 
markets  are  signaling  an 
economic  recovery  with 
modest  inflation  and  invig- 
orated corporate  earn- 
ings— the  stuff  bull  markets 
are  made  of.  While  there 
will  be  ups  and  downs,  on 
balance  the  surprises  over 
the  next  year  or  so  should 
be  on  the  plus  side.  Now  is 
not  the  time  to  shun  equity 
investments.  Hi 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
■stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EnfiA  BQNUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


— 1 

rjn 

pill 

Ui 

Receive  Value  Line 
for  only  $65 

An  Introductory  subscription  to  The  Value  Line  Investment 

r     Survey  brings  you  the  2000-page  Investors  Reference  Servtce- 

Value  Line.s  most  recent  Ratings  and  Reports  on  1700  stocks.  You 

will  also  receive  analyses  of  about  130  stocks  each  week  for  10 

weeks  for  S65.  Available  only  once  every  two  years  to  any 

household.  SPECIAL  BONUS:  With  your  Value  Line  subscription. 

as  a  bonus  you  will  also  receive  an  eight  inch  magnifying  ruler. 

Limited  Time  Offer,  while  supplies  last.  Your  subscription  to  Value 

Line  may  be  tax-deductible.  Consult  your  tax  advisor.  Send  check 

or  money  order  along  with  name,  address  and  zip  code 

together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2686-Dept.  916M15)  American  Express.  MasterCard  or 

Visa.  24  hours  a  day.  7  days  a  week.  30  day  Money-Back 

Guarantee.  Allow  4  weeks  for  delivery.  NY  residents  add 

sales  tax.  Foreign  rates  upon  request.  Canadian 

residents  please  add  7%  GST. 

The  Value  Line  Investment  Survey* 

■     711  Third  Avenue  NY.  NY  10017 


CORPORATE  ITEMS 


BUSINESS  OPPORTUNITIES 


$    OVER  ONE  BILLION    $ 

WORTH  Of  BUSINESSES.  FARMS  &  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING! 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


— US'" 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


How  To  Open  And  Operate  A 
Successful  Bed  &  Breakfast 

A  Comprehensive  business/operations 
guide  bv  30  year  lodging  industry 
veteran' $21.95  or  VISA.  \IC.AMEX# 
and  expiration  date  to:  JEWELL  PRESS, 
3711  Hilldale  Dr.,  Nashville.  TN  37215. 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic 
Instantly1  Terrific  10  second  demonstration!  Fast 
%3  49  seller  pays  $2  90  profit'  Big  volume  Chain 
Store  item  Exclusive  territory 

FREE  SAMPLE  8n£o«rt 

QOQ      1312-FB      WASHINGTON  AVENUE 
nuO     ST  LOUIS.  MO  63103-1969  USA 

Phone  or  write:  314-241  -8464 


OPPORTUNITY  TO  BUY 
PROFITABLE  BUSINESS 

Over  1000  to  choose  from 

Many  with  Owner  financing 

All  Areas  Except  Northeast 

AFFILIATED 

BUSINESS  CONSULTANTS 

Department  C  719-548-8888 

Colorado  Springs,  CO 


CORPORATE  FINANCE 


Middle  Market  corporate  financing  for 
companies  seeking  $1,000,000- 
$20,000,000  Fast  professional  results 

William  Cavalier  &  Co.,  Inc. 
(415)  898-4515 


FRANCHISING 


Franchise 

your  business! 

For  tha  axpart  help  you  naad  to 
btcomi  •  franchisor,  call 

tha  franchise  specialists 

prancofp 

Nsw  York         Chicago       Los  Angolas 


lii2ita><aaoo    irosi4«i  asoo     tiui  jis-osoo 

1-800-877-1103 


BUSINESS  OPPORTUNITIES 


SIX  FIGURE  CEO  LOOKING 
FOR  CLONES 

ONLY  THOSE  PEOPLE  WITH 

UPPER  LEVEL  MANAGEMENT 

EXPERIENCE  NEED  APPLY 

1-800-326-3165 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 

Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 

Tuscaloosa,  Alabama  35403 


CAPITAL  AVAILABLE 


CAPITALAVAILABLE 


For  viable  expansion  protects  and  excit- 
ing start-ups  $230,000.  USD  and  up 
Brokers  Welcome. 

BARCLAY  CONSULTANTS 


EDUCATIONAL  SERVICES 


(407)  788-B267 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

10'  Wort   lilt  jnd*cjapn< 
(ipti*n«  No  Classroom 


1  •  800-423-3244 

oi  senfl  dfUiiffl  'tsume 
loi  I'M  tviluilion 

Pacific  Western  l'niver\it> 

UK    '4WM0ieM     0«ll    l»4   loMknotln   0*90049 


\l  Ml  RE  CAPITAL 

Equity,  debt,  iomi  venture  for  Corporate 

start   up  or  expansion.  Real  Estate. 

Venture  lundme  No  Front  Fees  Broken 

protected     Send   business  plan   to     Inn 
Madden.  World  Venture  Partners.  I. Id  . 

8703  Yates  Drive.  #2ixi.  Westminster, 

Colorado  XIHHO     (303)  42K-IKIMI   l.iv 
(303)428-1924. 


FREE  COLLEGE  TAPE!  « 


•  EXTERNAL  DEGREES  • 

6otV"<MS  4  PuDllC  Adrnm.ilril.on 
Criminal  Jul'tCtl  Mgl    Th#oK>Qy   LAW 

f  wntofti  »>o  •'•"■&!• 
TOLL  FREE  24  hrs.  (800)  7  59-0003 

LA  SALLE  UNIVERSITY 
Mandeville.  LA  70470  4000 


Special  15%  discount  on  classified  ads  that  run  in  both 

FYI  At  Your  Service  and  Forbes  Market  Classified. 
Call  Linda  Loren  at  212-620-2440  for  more  information. 


BUSINESS  OPPORTUNITIES 


WINE  CELLARS 


- 


PEAK  PROFITS. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-426-0536 


ALindal  Cedar  Homes 

P.O.  Box  24426,  Dept.  FG4,  Seattle,  WA  98124 


REAL  ESTATE 


NAPLES,  FLORIDA 


Shopping  Center  Site 

Busiest  intersection  in  prestigious  Collier 
County,  the  fastest  growing  area  in  U.S.  Part  of 
Lely  Resort  community  with  projected  20,000 
residents,  Wcstin  Hotel,  college  campus  &.  3 
championship  golf  courses.  For  details  call: 

1-800-835-2288 

Lcly  Development  Corporation 


DISTINCTIVE 

JACKSON  HOLE  RANCH 

Diverse  recreational/rctreat/ranch  property 

780  deeded  acres  bordering  national  forest 

with  3.5  miles  of  good  fly  fishing.  Endless 

possibilities  for  enjoyment,  expansion  or 

working  cattle  ranch. 

Hansen  Real  Estate  307-733-7152, 733-6200 


COMPUTERS 


MlmflRYmflClNDUSTRlESINC 


Our  15th  year  of  DISCOUNTS 

Tandy*  Computers 

Radio  Shack*  phones ...  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747    .Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY ! ! ! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
1967'  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-800-62*-«352 


CORPORATE  ITEMS 


TAKE  IT 
FROM  THE  TOP 


THE  BUSINESS  OF 
BUSINESS  SUCCESS 
•  DAVID  FROST  the  best 

known  interviewer  in  the  world 
speaks  with  Sir  James  Goldsmith, 
Sir  John  Harvey-Jones  and 
Lord  Hanson. 

Share  the  secrets 
of  their  success 
in  these  NEW 
business  videos. 

Call  lor 

FREF  Kitormation' 

VIDEO 
ARTS 


1-800  553-0091  Ext.  436 

In  Illinois  708-291-1008  Ext.  436 


HEALTH  AND  FITNESS 


STOP  SWEAT. 
6  WEEKS 

Drionic®  is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effective  say 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO.  Oept.  F0B-43 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


C1MOOENWCOCO 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

-  Not  Handmade 

40  Bottle  Glass  Door 
60  Bottle  Class  Door 


599 
749 


499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St.  Los  Angeles  •  800/777/V1NO  (777-8466)  or  in  CA  213/719-9500 


CORPORATE  ITEMS 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F14.119N  11th  St.,  Greenpoint,  NY  11211 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


MAIL  ORDER 


•  16"  to  22"  models  ore  hond- 
crofted  from  solid  mohogony  with 
hondpainted  markings  and  details 

•  Over  160  models  in  stock 

•  Pnced  from  $99.50 

•  Sotisfoction  guaranteed 

Call  1  800-950  9944 


oneiric 


WOUnUAMNGMMBB 

OfHNt 

inOSCUUTUKS 

W255  No*  79*  Street 
Stoma*  fctpatM  85260 
(602)  »*   -ii.    » 


"Elevette" 

Practical 

Luxury. 

Enjoy  the  practical 
luxury  of  "Elev- 
ette", the  custom- 
built  residential  ele- 
vator that's  ideal 
for  those  who 
can't  or  shouldn't 
climb  stairs.  Write 
today  for  more 
information: 


INCUNATOR 


COMPANY 

Dept.  7 
P.O.Box  1557 
Harrisburg,  PA 
17105-1557 


AMERICA 

to 


Ambassador  Lapel  Flags® 
Your  logo  with  any  2-flag  mix. 
Also  custom-made  single  &  2-flag  ALFs 
Delivery:  14  business  days  Worldwide 
TME  Co.,  117  Park  Ln  Rd  ,  Ste.  101 

New  Milford.  CT  06776.  U.S.A. 
(800)  535-5255    •    Fax  (203)  354-2786 


BOATS 


Forbes:  Capitalist  TboP 


THE  POKE  BOAT 

ITS  EVERYTHING  A  CANOE  ISNT. 
It  weighs  only  28     f\     Coll  toll-free 
pounds  For  less     /       \  1-800- 

than  $800  you       /  \  "ISA- 

can  buy  /  V 

more  than      /J  ^\      0190. 

a  canoe      ffJ       _^«^    \\ 
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EDITED  BY  THOMAS  JAFFE 


Distressed  goods 

Columbus,  Omo-based  Consolidat- 
ed Stores  Corp.  (sales,  $680  million) 
is  the  largest  closeout  retail  chain  in 
the  U.S.  Operating  337  stores  in  14 
states,  mainly  in  the  Midwest,  under 
the  names  Odd  Lots  and  Big  Lots, 
Consolidated  buys  manufacturers' 
excesses,  canceled  orders  and  business 
liquidations  at  deep  discounts,  then 
sells  this  merchandise  at  near  original 
wholesale  prices. 

Gross  margins  can  reach  40%,  yet 
Consolidated's  45.5  million  shares 
have  themselves  been  trading  at  close- 
out  prices.  As  high  as  23  and  change 
five  years  ago,  the  stock  has  mostly 
languished  under  5  since  the  fall  of 
1989.  Recent  NYSE  price:  4V4. 

Founded  by  Sol  Shenk,  whose  fam- 
ily still  controls  around  16%,  the  chain 
expanded  too  rapidly  and  lacked  con- 
trols. Shenk  brought  in  James 
Guinan,  formerly  with  a  division  of 
May  Department  Stores,  who  became 
chief  executive  in  1988.  Earnings  hit  a 
record  $22.6  million — 50  cents  a 
share — in  fiscal  1989,  only  to  lose  $7 
million,  or  15  cents  a  share,  the  fol- 
lowing year. 

In  January  1990  Guinan  left  the 
company.  He  was  replaced  by  William 
Kelley,  45,  former  president  of  cata- 
log retailer  cvn  Cos. 

Analyst  Thomas  Tashjian,  of  Los 
Angeles'  Seidler  Amdec  Securities, 
thinks  Consolidated,  under  Kelley, 
has  finally  got  things  right.  Kelley  has 
refined  merchandising,  cut  jobs,  up- 
graded systems  and  nearly  halved  to- 
tal debt,  to  $50  million,  or  33%  of 
capital.  For  the  fiscal  year  ended  Jan. 
31,  1991,  Consolidated  earned  10 
cents  a  share.  Tashjian  estimates  it  will 
earn  30  cents  to  35  cents  a  share  in  the 
current  fiscal  year  and  will  be  selling 
for  at  least  $6  a  share — 35%-plus  over 
recent  levels — by  1992. 

Power  plays 

The  time  to  buy  capital  goods  com- 
panies, says  Wertheim  Schroder  & 
Co.  analyst  Mitchell  Quain,  is  at  the 
bottom  of  their  economic  cycles.  Two 
Ohio-based  companies  he  currently 
likes  fit  the  bill:  $1.9  billion  (sales) 
Trinova  Corp.  and  $2.5  billion  (sales) 
Parker  Hannifin  Corp.  They  are  the 
U.S.  leaders  in  the  fluid  power,  or 
motion  control,  industry. 


From  1983  through  1987  their 
earnings  rose  108%  and  141%,  respec- 
tively; their  stocks  were  up  203%  and 
98%.  Since  1988,  however,  they've 
underperformed  as  the  economy  has 
slowed.  For  the  fiscal  year  ending 
June  30,  1991,  Quain  estimates 
Parker  Hannifin  will  earn  only  $1 .85a 
share,  down  22%  from  1990.  As  for 
Trinova,  earnings  peaked  at  $2.53  a 
share  in  1988.  In  1990  it  earned  just 
$1.51  a  share. 

Share  prices?  Parker  Hannifin  was 
recently  at  247/s,  Trinova  at  23 V2. 
Both  companies  are  down  from  the 
upper  40s  in  1987. 

Quain  likes  these  two  companies 
because  their  products  are  very  widely 
used  and  also  benefit  from  new  tech- 
nology that  couples  microprocessors 
with  electric  motors  to  provide  great- 
er flexibility  to  equipment  designers. 
About  half  of  each  company's  busi- 
ness is  in  highly  profitable  replace- 
ment part  sales.  And  their  domestic 
operations  are  mostly  nonunion. 

Quain  thinks  Parker  Hannifin  will 
turn  the  corner  in  fiscal  1992,  when 
he  looks  for  earnings  of  $2  a  share, 
rising  to  around  $3  a  share  by  fiscal 
1993.  Quain  says  Trinova  will  earn 
$1.60  a  share  in  1991,  $2.25  a  share 
in  1992  and  $3  to  $3.50  a  share  the 
following  year. 

Trinova's  stock  has  lately  attracted 
some  takeover  speculation.  Mark  TV 
Industries,  which  acquired  Armtek  in 
1988,  has  reportedly  bought  3.5%  of 
Trinova's  28.2  million  shares.  But 
$833  million  (sales)  Mark  IV  has  a  lot 
of  long-term  debt  and  not  much  cash 
flow,  and  is  probably  not  a  serious 
suitor  of  Trinova's — though  perhaps 
it  should  be.  Quain  estimates  Trinova 
is  worth  at  least  $40  a  share,  or  60% 
above  market,  in  a  deal. 

The  hope  premium 

Merrill  Lynch  cellular  analyst  Pat- 
rick Jurczak  reported  recently  that 
Vanguard  Cellular  Systems,  which 
operates  mostly  in  eastern  Pennsylva- 
nia, Florida  and  New  York  State,  saw  a 
slight  dropoff  in  its  subscriber  base  in 
the  fourth  quarter  of  1990. 

The  Cireensboro,  N.C. -based  cel- 
lular operator's  revenue  per  subscrib- 
er also  fell,  Jurczak  noted,  to  $88  a 
month,  from  $91  a  month;  and  Van 
guard's  churn  rate — the  number  of 


subscribers  disconnecting  their  cellu- 
lar phones  every  month — rose  to  over 
4%.  (Industry  average:  2.5%.) 

Vanguard  owns  cellular  licenses 
covering  5.7  million  potential  sub- 
scribers, or  "pops."  Its  1%  or  so  mar- 
ket penetration  rate  is  about  two- 
thirds  that  of  its  competitors.  Van- 
guard lost  $29  million  last  year,  on 
revenues  of  $64  million.  Jurczak's 
advice:  Buy — it's  one  of  the  last  cellu- 
lar takeover  targets. 

Christy  Phillips  at  Shearson  agrees. 
"Only  10.9%  of  the  total  U.S.  cellular 
market  remains  vulnerable  to  take- 
over activity,"  she  writes,  while  the 
rest  is  owned  by  McCaw  Cellular  and 
the  big  telephone  companies. 

Phillips'  $56  valuation  in  a  take- 
over, against  a  recent  price  of  253A,  is, 
however,  a  bit  high.  Prices  paid  for 
second-tier  cellular  properties  like 
Vanguard's  have  been  declining 
steadily  over  the  past  year  (Forbes, 
Nov.  26,  1990).  Vanguard  recently 
paid  $98  a  pop  for  a  license  in  Myrtle 
Beach,  S.C.  Its  capitalization,  includ- 
ing $197  million  in  long-term  debt,  is 
$728  million,  or  $128  a  pop. 

Who  might  buy?  McCaw  and 
Comcast  own  nearby  franchises,  but 
both  are  highly  leveraged.  The  re- 
gional Bell  companies  are  adding  to 
their  cellular  holdings  and  have  plenty 
of  money.  But  with  prices  for  cellular 
properties  going  down,  they'll  proba- 
bly sit  on  the  sidelines,  for  now. 
-Fleming  Meeks 


Golden  Holly 

"Too  OFTEN  managers  want  to  rein- 
vest earnings  in  stupid  acquisitions. 
Holly  returns  them  to  shareholders," 
says  Nikos  Monoyios  of  Guardian 
Life  Insurance  Co.,  which  has  invest- 
ed in  Dallas  based  Holly  Corp.  since 
1984.  The  independent  petroleum 
refiner  has  distributed  $180  million  in 
shares  and  cash  since  1984. 

Now  Holly  (29s/«  on  the  American 
Stock  Fxchange,  with  a  P/E  of  12), 
will  add  20,000  barrels,  or  50%,  to  its 
capacity  when  it  opens  a  rebuilt  re  fin 
ery.  Bought  at  scrap  value,  the  relin 
cry  is  costing  1  lolly  about  $50  million 
in  all,  under  half  the  cost  of  building 
new.  Holly's  increase  in  debt,  to  $70 
million,  will  be  easily  handled  In  its 
cash  from  operations  $33.6  million 
last  year. 
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Holly's  New  Mexico  and  Arizona 
markets  are  fast  growing.  Some  re- 
fined products  are  now  piped  in  from 
Los  Angeles.  But  demand  in  southern 
California  is  growing,  and  refining 
capacity  there  is  held  down  by  envi- 
ronmentalist pressures. 

Earnings  this  year  (about  $3  a 
share)  were  hit  by  high  crude  prices 
and  the  cost  of  the  refurbishment.  But 
analysts  think  Holly  can  earn  close  to 
$5  a  share.  It's  a  closely  held  stock, 
with  60%  of  the  8.3  million  shares 
held  by  insiders,  but  it  has  a  cult-like 
following  among  a  few  institutional 
investors,  such  as  Guardian,  J. P.  Mor- 
gan and  ncnb.  -Rita  Koselka 

The  little  train  that  should 

Michael  Price  of  Mutual  Shares,  a 
mutual  fund  with  an  outstanding 
long-term  record,  likes  Florida  East 
Coast  Industries,  Inc.  Florida  East 
Coast  railroad  was  built  in  1892  by 
developer  Henry  Morrison  Flagler  to 
serve  his  luxury  hotels  and  connect 
Jacksonville  with  Miami.  It  went 
bankrupt  in  1931  and  spent  the  next 
three  decades  in  receivership  until  St. 
Joe  Paper  Co.  took  control  by  buying 
up  Florida  East  Coast's  distressed 
bonds  (Forbes,  June  11, 1990). 

Today  Florida  East  Coast  runs  on 
two  tracks:  442  miles  of  Florida  rails 
plus  a  fleet  of  some  200  trucks  in  the 
Southeast;  and  more  than  20,000 
acres  in  the  Sunshine  State. 

But  several  problems  derailed  1990 
earnings  by  21%,  to  $31  million,  on 
roughly  flat  revenues  of  $170  million: 
Florida's  real  estate  slump;  high  rail- 
road maintenance  costs  and  increased 
depreciation;  and  no  gains  in  the 
company's  securities  portfolio. 

So  the  stock  is  around  48  on  the 
NYSE — barely  above  its  1986  price, 
and  a  bit  below  its  503A  book  value. 
Affiliates  of  the  du  Pont  family  hold 
58%;  Mutual  Shares  owns  just  under 
5%.  With  $130  million  in  cash,  debt- 
free  Florida  East  Coast  looks  cheap  at 
13  times  earnings.  The  railroad  is 
basically  profitable,  and  when  Florida 
real  estate  gets  out  of  the  dumps, 
Florida  East  Coast  will  be  well  placed. 
It's  not  for  short-term  traders.  But  "if 
America  was  run  like  Florida  East 
Coast,  we  wouldn't  have  so  many 
problems,"  cracks  Mutual  Shares  ana- 
lyst David  Winters.-jASON  Zweig  BH 
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IN  PARADISE 

An  island  paradise  that  offers 
ii  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2,400 


t 


,:  a 


ipr 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 

Fiji  Manager 

Attn:  Errol  Ryland 

Fort  Garland,  CO  81133 

or  call  (719)  379-3263  2LC2 


PRESIDENTS, 

CEOs,  CFOs, 

INVESTOR  RELATIONS 

EXECUTIVES 

YOUR  MOST  IMPORTANT  DOCUMENT 

IS  ABOUT  TO  BE  RELEASED— 

YOUR  ANNUAL  REPORT 

Now's  the  time  to  make  your  annual  report  visible  to  an  active 
institutional  and  private  investor  market— the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  SPRING  ANNUAL  REPORT  PORTFOLIO 
SECTION.  It's  the  first  choice  of  investor  relations  professionals 
because  they  believe  FORBES  will  draw  a  higher  number  of 
requests  per  advertisement. 

For  questions  and  rates,  call  Virginia  Carroll  at  (212)  620-2339 
or  Sarah  Madison  (505)  275-1282/3. 

Issue  Date:  May  27, 1991     Call  now  to  reserve  space. 


Your  Chance  to  Enter 

The  1991  Business  In  The  Arts  Awards 

Won't  Be  Around  For  Long,  Either. 


If  your  business  contributed  money,  volunteers,  goods  or  services  to  the  arts  last  year, 
circle  May  1  on  your  calendar.  That's  the  entry  deadline  for  the  Business  in  the  Arts  Awards. 

Sponsored  by  the  Business  Committee  for  the  Arts  and  FORBES  Magazine,  it's  the  only 
national  award  to  recognize  outstanding  partnerships  between  business  and  the  arts. 

To  obtain  entry  materials  or  nominate  a  business,  write  the  Business  Committee  for  the 
Arts,  Inc.,  1775  Broadway,  Suite  510,  New  York,  NY  10019.  Or  call  212-664-0600.  But  do  it 
today  Because  your  chance  for  rec  ognition  won't  be  here  forever. 


El 


Business  Committee  For  The  Arts,  Inc. 


I  hi  advertisement  prepared  as  a  public  service  by  Bozell  Inc 
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EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  April  16, 192 1 ) 
"Wholesale  prices  certainly  have 
tumbled.  Flour  a  year  ago  cost  $14.50 
for  100  pounds;  it  now  costs  $8.75.  A 
year  ago  sugar  cost  14  cents;  now  it  is 
8V2  cents  a  pound.  High-grade  butter 
then  was  67  cents;  now  it  is  44  cents  a 
pound.  The  best  eggs  sold  at  49  cents 
at  this  time  last  year;  they  are  now 
down  to  27  cents.  Coffee  was  1 5  cents; 
it  is  now  6.  .  .  .  Let  retail  prices  come 
down  as  much  as  wholesale  prices  have 
already  come  down,  and  labor  will  be 
better  satisfied  with  its  lot." 


H.  Gordon 
Self  ridge,  the 
American-born 
founder  and 
proprietor  of 
London's  great 
Serfridge  depart- 
ment store. 


was  satisfactory  on  candy  boxes,  soaps 
and  cosmetics,  but  many  of  our  other 
manufacturers  had  moisture  packing 
problems.  ..." 
-Du  Pont  executive  L.A.  Yerkes 

"You  don't  even  have  to  say  'Open, 
Sesame!'  to  your  garage  door  now. 
Just  pull  a  knob  on  the  instrument 
board  of  your  car  as  you  drive  up,  and 
the  door  opens.  When  you  leave,  you 
close  and  lock  it  as  easily.  Radio  im- 
pulses are  the  secret,  of  course." 


60  years  ago 

(From  the  issue  of  Apr.  15, 1931) 
"It  was  statesmanship  to  reduce  the 
public  debt  drastically  during  fat,  pros- 
perous years.  It  will  be  statesmanship 
to  reverse  that  course  now  that  lean 
years  have  visited  us.  Secretary  Mellon, 
having  collected  several  billions  more 
than  prescribed  for  sinking  fund  debt 
reduction  purposes,  should  address 
himself  equally  enthusiastically  to  re- 
ducing our  burdens." 

"When  we  began  manufacturing  in 
America,  imported  Cellophane  had 
already  been  In  use  here  for  several 
years.  .  .  .  The  original  French  prod- 
uct, or  La  Cellophane,  as  it  was  called 
before  we  bought  the  American  man- 
ufacturing rights,  had  the  chief  virtue 
of  transparency.    This   transparency 


years  ago 


50 

(From  the  issue  of  Apr.  15, 1941) 
"Sears,  Roebuck  &  Co.,  reporting  a 
new  sales  high  ($704  million)  for  the 
fiscal  year  ending  January  31,  reveals 
that,  unlike  the  previous  World  War 
period,  [over]  half  of  the  company's 
business  is  now  conducted  through 
its  285  retail  stores." 

"Signs  multiply  that  Americans  are 
becoming  more  'color  conscious.'  A 
few  weeks  back,  for  instance,  it  was 
revealed  that  two-tone  cars  were  out- 
selling black  ones.  Now  a  Du  Pont 
survey  discloses  that  in  1940,  for  the 
first  time,  colored  shirts  outsold  the 
classic  white,  while  colored  nightshirts 
crept  up  to  a  new  high  in  popularity." 

"Hemisphere  defense  is  a  new  and 
vitally  important  task  that  today  is 
confronting  260  million  people. 
These  people  of  the  New  World  have 
seen  the  tragic  destruction  wrought  in 
the  Old  World  by  an  ideology  offeree 
and  hatred.  To  defend  their  way  of  life 
these  260  million  citizens  of  the  21 


Nelson  Rockefeller,  U.S.  spokesman 
on  Latin  American  affairs. 


republics  of  the  western  hemisphere 
have  undertaken  their  new  responsi- 
bility with  sober  consciousness." 

-Nelson  Rockefeller 

25  years  ago 

(From  the  issue  of  Apr.  15, 1966) 
"Government  scientists  are  now 
telling  cowboys  to  use  cold  irons  for 
branding  cattle.  Traditionally,  calves 
get  a  roasting  when  branded  with 
irons  heated  red  hot  over  a  fire.  Now 
the  government  recommends  freez- 
ing the  branding  irons  with  dry  ice. 
Freeze  branding  is  painless,  causes  less 
hide  damage  and  causes  white  hair  to 
grow,  which  can  be  spotted  at  a  great- 
er distance." 

"William  P.  Lear  Sr.,  president  and 
chairman  of  Lear  Jet  Corp.,  likes  to 
tell  about  the  argument  that  he  had  in 
1924  with  the  late  Paul  Galvin, 
founder  and  president  of  Motorola, 
Inc.  'Back  then,'  Lear  says,  T  de- 
signed the  first  practical  auto  radio.  I 
took  it  in  to  Galvin  and  asked  him 
what  he  thought  of  it.  He  said,  Bull! 
He  said  legislatures  would  rule  an 
auto  radio  out  of  existence  because  it 
would  distract  the  driver.  I  answered 
that  I  thought  the  same  thing  about 
his  opinion  as  he  thought  about  my 
idea:  Bull!  I  notice  Motorola  still  sells 
auto  radios.'  " 

10  years  ago 

(From  the  issue  of  Apr  13, 1981) 
"Prudential's  proposal  to  buy 
Bache  Group  Inc.  looks  something 
like  a  whale  eating  an  elephant.  With 
25,000  agents  in  1,200  offices  across 
North  America  and  $60  billion  in 
assets,  the  Pru  is  the  largest  insurance 
company  in  the  world.  Bache,  [with] 
3,000  brokers,  200  offices,  and  $284 
million  in  capital,  is  one  of  the  biggest 
securities  firms  arounc  " 

"To  judge  by  their  popularity  on 
Wall  Street  lately,  you'd  think  the 
banks  didn't  have  a  worry  in  the 
world.  Big  and  small,  money  center 
and  regional,  bank  stocks  have  been 
showing  strength  not  seen  in  years: 
Both  Citicorp  and  Continental  Illi- 
nois stocks  have  increased  by  almost 

20%  since  Nov.  16,  1980 s&p's 

average  of  bank  stocks  is  up  17%  since 
November,  versus  a  3.5%  loss  for  the 
S&P  500."  H 
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When  reading  forecasts 
tied  to  percent  rates  of 
this  and  that,  it's  well 
to  keep  in  mind  that  ex- 
tending them  too  far  into 
the  future — no  matter 
that  they  have  been  valid 
for  several  years  past — 
is  to  presume  a  continuity 
of  circumstances  that  never 
holds  for  any  great  length 
of  time.  .  .  .  How  about 
the  not-so-long-ago  pro- 
jections for  the  continuing 
growth  of  utilities?  Or 
natural  gas,  gasoline  and 
oil  consumption  ?  Forecasts 
that  run  way  out  are 
invariably  way  off. 


-Malcolm  Forbes 


And  it  came  to  pass  in 
those  days,  that  there  went 
out  a  decree  from  Caesar 
Augustus,  that  all  the 
world  should  be  taxed. 
-St.  Luke  2:1 

Avoid  falsehoods  like  the  plague 
except  in  matters  of  taxation, 
which  do  not  count,  since  here 
you  are  not  lying  to  take 
someone  else's  goods,  but  to 
prevent  your  own  from  being 
unjustiy  seized. 
-Giovanni  Morelli 

Man  is  not  like  other 
animals  in  the  ways  that 
are  really  significant: 
Animals  have  instincts, 
we  have  taxes. 
-Erving  Goeeman 

Noah  must  have  taken  into 
the  Ark  two  taxes,  one 
male  and  one  female.  And 
did  they  multiply  bountifully! 
Next  to  guinea  pigs,  taxes 
must  have  been  the  most 
prolific  animals. 
-Will  Rogers 


A  Text ... 

Cast  not  away  therefore 
thy  confidence,  which 
has  great  recompense 
of  reward.  For  ye  have 
need  of  patience  that, 
after  ye  have  done  the 
will  of  God,  ye  might 
receive  the  promise. 
-Hebrews  10:35-36 


Sent  in  by  Pamela  C.  McMaster, 
Durham,  N.C.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Taxation  and  representation 
are  inseparably  united. 
God  hath  joined  them;  no 
British  Parliament  can  put 
them  asunder. 
-Chari.es  Pratt  (Lord  Camden) 

In  1790,  the  nation  which 
had  fought  a  revolution 
against  taxation  without 
representation  discovered 
that  some  of  its  citizens 
weren't  much  happier  about 
taxation  with  representation. 
-Lyndon  Johnson 

Why  does  a  small  tax 
increase  cost  you  two 
hundred  dollars  and  a 
substantial  tax  cut  save 
you  thirty  cents? 
-Peg  Bracken 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separate  /).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


There  is  just  one  thing 
I  can  promise  you  about  the 
outer- space  program:  Your 
tax  dollar  will  go  further. 
-Wernhervon  Braun 

The  art  of  taxation  consists 
in  so  plucking  the  goose 
as  to  obtain  the  largest 
possible  amount  of  feathers 
with  the  smallest  possible 
amount  of  hissing. 
-Jean  Baptiste  Colbert 

An  income  tax  form  is 
like  a  laundry  list — either 
way  you  lose  your  shirt. 
-Fred  Allen 

That  the  government  takes 
up  to  50%  of  the  profits 
from  professional  earnings 
or  business  transactions, 
while  the  individual  takes 
all  the  risks,  is  intensely 
discouraging  to  initiative. 
-Herbert  Hoover 

The  point  to  remember  is 
what  the  government  gives 
it  must  first  take  away. 
-John  S.  Coleman 

The  avoidance  of  taxes  is  the 
only  intellectual  pursuit 
that  carries  any  reward. 
-John  Maynaru  Keynes 

Taxes  are  the  death  of 
taxidermy.  The  folks  who  used 
to  be  the  backbones  of  our 
business — Vanderbilts,  Astors, 
Goulds,  Bclmonts — still  shoot 
a  tiger  now  and  then  or  catch 
a  marlin  or  bag  a  wild  turkey, 
but,  with  the  old  estates 
gone,  where  would  they  find 
a  place  to  hang  them? 
Ei  mi  k  Rowland 

The  difference  between  .> 
taxidermist  anil  a  t.i\ 
collector?  The  taxidermist 
takes  only  your  skin. 
-Mark  Twain 
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i    Cutty  Sark  Blended  Scots  Whisky.  40%  Ale.  by  Vol.  Imported  by  ®W.  A  Taylor  &  Co  ,  Miami,  Florida  1991 


<* 


<* 


Some  people  wear  trendy  clothes 

to  attract  attention.  Others  drive  flashy  cars. 

A  glass  of  Cutty  Sark  won't  turn  any  heads. 

But  if  you  insist  on  creating  a  stir, 

you  can  always  ask  the  bartender 

^      for  one  of  these. 


CttTTYSAtfA: 


SCOTS  WHISKY 


UNCOMMONLY  SMOOTH 


BmttM 


----—"    -■  — -  -■■  .1^, 
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Lei's  get  it  together. . .  buckle  up. 
f  1990  C-M  Corp.  All  rights  reserved. 
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Finding  Oldsmobile®  luxury  this  far  out  of  beeper  range 
may  seem  a  bit  unexpected. 

Then  again,  there  are  a  lot  of  unexpected  things  about  the 
all-new  Bravada.™  Starting  with  a  feature  called  SmartTralC  a 
revolutionary  road  management  system  that  combines  anti- 
lock  brakes  and  all- wheel  drive  to  automatically  send  power 
to  the  wheels  that  need  it  Regardless  of  the  road  or  the 
weather  conditions. 

Another  unexpected  surprise  is. . .  ready  for  this? . . .  there 
are  only  four  available  options. 

That's  because  Bravada  comes  standard  with  practically 
everything.  Like  its  powerful  4.3-liter  Vbnec  V6  engine,  over 
70  cubic  feet  of  cargo  capacity  power  windows,  remote  locks, 
air  conditioning,  and  AM/FM  stereo  cassette.  And  of  course, 
theres  the  added  security  of  the  Oldsmobile  Edge-\he  most 
comprehensive  owner  satisfaction  program  in  the  industry 

And  as  far  as  highway  mileage  goes,  the  i    \  Bravada 
-j.s  a  number  on  the  competition. 


BRAVADA        FORD  EXPLORER        JEEP  CHEROKEE 


-EPA Estimated MPG Highway.  .  .  22 20. 

Highway  Range  (miles) 440 380. 


.   20. 

.404. 


Highway  range  estimates  are  obtained  by  multiplying  Em  highway  estimates  by  the  fuel  tank  capacity  in  gallons.  All 
engines  six  cylinder.  Ford  Explorer  and  leep  Cherokee  equipped  with  optional  automatic  transmission 

To  find  out  more  about  one  new  vehicle  that's  engineered 
for  the  unexpected,  call  1-800-242-OLDS,  Monday  through 
Friday  9  am  to  7  p.m.  EST. 

Or  better  still,  stop  by  your  nearest  Oldsmobile  dealer 
and  test  drive  the  new  Bravada. 

You'll  see  it  gives  a  whole  new  meaning  to  the  height 
of  luxury 


I  Bravada 


The  New  Generation  of  Oldsmobile. 


Pallesco    d  i    Vitale    Barbe 
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TakeUsToPlay 

Delta  is  your  perfect  playmate.  Flying  you  to  playgrounds  like 

Bermuda,  the  Bahamas  and  the  Caribbean.  To  32  international  destinations  on 

three  continents,  no  airline  goes  farther  to  make  you  feel  at  home. 
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TakeUsToPay 


The  American  Express"  Card  assures  you  of  a  warm  reception  in  the 

land  of  blue  skies,  turquoise  water  and  sunny  dispositions.  Because  wherever 

Delta  takes  you,  American  Express  will  take  care  of  you. 
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Different  questions  produce  different  answers 

Once  again  this  year  the  media  had  fun  with  the  discrepancies 
between  the  Forbes  500s  and  the  Fortune  500.  Why  was  it  that  these 
two  business  magazines  couldn't  even  agree  on  which  companies 
were  big  and  which  were  not?  Aren't  numbers,  after  all,  numbers? 
Actually,  there's  no  reason  the  two  surveys  should  agree.  Fortune  and 
Forbes  are  measuring  different  things.  The  other  magazine's  500  is 
limited  to  industrial  corporations;  service  businesses  are  in  a  later  list. 
This  distinction  between  service  companies  and  industrial  corpora- 
tions was  valid  perhaps  in  the  1950s  but  no  longer  is  in  today's 
knowledge-based  society.  That's  why  the  Forbes  500s  take  in  the 


Susan  Chin,  Scott  DeCarlo,  Gustavo  Lombo 
and  Timothy  Dodman 


whole  spectrum  of  corporate  America.  It's  why  such  corporate  giants 
as  AT&T,  Citicorp  and  Scars  don't  appear  on  the  Fortune  500  but  do 
on  ours. 

Note,  too,  that  our  survey  is  the  Forbes  500s,  while  theirs  is  500 
singular.  That's  because  they  pick  their  companies  on  the  basis  of  just 
one  yardstick:  sales.  Forbes  selects  its  500s  on  four  yardsticks:  sales, 
profits,  assets  and  market  value.  Our  theory  is  simply  that  large 
revenues  do  not  in  themselves  make  a  company  important.  Our 
Super  50  group  is  selected  on  a  combination  of  all  four  of  the 
measurements,  because  we  do  not  think  you  can  measure  corporate 
power  by  any  one  simple  number. 

Different  methods,  different  results.  You  can  judge  for  yourself 
which  is  the  more  accurate  and  useful. 

Prepared  again  this  year  under  the  direction  of  Steve  Kichen  and 
Donald  Popp  and  their  statistical  staffs,  the  Forbes  500s  involve 
extensive  computer  programming  to  handle  a  vast  array  of  data.  Our 
admiration  and  gratitude  to  the  talented  team  of  data  collectors  who 
make  the  whole  project  possible:  Susan  Chin,  Scott  DeCarlo, 
Custavo  Lombo  and  Timothy  Dodman. 
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EDITED  BY  EDWARD  GILTENAN 


Nail-biting  time 

Television  station  and  ski  resort 
owner  George  Gillett  is  running  out 
of  time.  A  year  ago  (Forbes,  Apr.  16, 
1 990)  Gillett  barely  saved  his  SCI  Tele- 
vision from  bankruptcy  by  convincing 
holders  of  $500  million  in  defaulted 
SCI  TV  bonds  to  accept  payment-in- 
kind  instead  of  cash  interest. 

But  Gillett  Holdings — owner  of 
four  TV  stations,  a  meatpacker  and  the 
Vail  and  Beaver  Creek  ski  resorts — 
continues  to  skid.  Last  August  the 
firm  defaulted  on  nearly  half  of  its 
$980  million  in  debt. 

Rather  than  watch  Gillett  pile  more 
junk  on  top  of  his  junk,  as  many 
overleveraged  companies  have  done 
(Mar.  4),  bondholders  Fidelity  In- 
vestments, Massachusetts  Financial 
and  Allstate  Life  filed  an  involuntary 
bankruptcy  petition  in  February 
against  Gillett.  By  Apr.  25  Gillett 
must  present  a  reorganization  plan  or 
go  into  voluntary  Chapter  1 1 . 

Some  bondholder  hawks  want  90% 
of  the  equity,  plus  at  least  $45  million 
cash.  After  vowing  never  to  give  up 
equity,  Gillett  now  appears  willing  to 
give  bondholders  most  of  his  stake  if 
they  let  him  run  the  company.  But 
bank  lenders — including  First  Chica- 
go, Bank  of  Boston  and  Manufactur- 
ers Hanover — may  try  holding  out  for 


coupon  bonds  have  risen  10%.  Gil- 
lett's  other  junk  bonds  have  jumped 
40%,  on  hopes  of  a  deal.  They  could 
drop  just  as  fast. 

Paradise  fled 

With  a  budget  gap  of  $13  billion, 
California  can  no  longer  afford  to 
stifle  its  $150-billion-a-year  manufac- 
turing sector.  A  Forbes  cover  story 
(Oct.  29, 1990)  pointed  out  that  Cali- 
fornia's manufacturers  were  fleeing 
the  crushing  costs  of  doing  business  in 
the  Golden  State — imposed  by  such 
things  as  high  house  prices  and  envi- 


TV  and  ski  resort  mogul  George  Gillett 
Another  miracle  up  his  sleeve? 


a  better  deal  than  the  equally  secured 
zero  coupon  bondholders. 

In  early  April  First  Executive  Corp. 
reportedly  sold  a  large  chunk  of  Gil- 
lett zeros  to  ex-Drexel  dcalmaker 
n  Black  (Forbes,  Mar.  IS).  Black, 
who  .ought  the  bonds  at  a  substantial 
discount,  has  more  room  to  negoti- 
ate.   Since    February,    Gillctt's    zero 


ronmentalism.  Last  year  a  booster-ish 
Los  Angeles  Times  article  tried  to 
downplay  the  Forbes  piece.  But  a 
more  balanced  recent  survey  by  the 
Times  found  that  the  Los  Angeles 
area  alone  lost  some  18,000  aero- 
space jobs  in  the  1980s,  as  companies 
fled  the  state. 

A  recent  kmpg  Peat  Marwick  survey 
of  100  southern  California  high-tech- 
nology firms  found  that  more  than 
half  plan  to  move  the  bulk  of  their 
manufacturing  out  of  state  by  1996. 
Lockheed  Corp.  is  moving  its  aircraft 
manufacturing  operations  from  Bur- 
bank  to  Marietta,  Ga. 

As  he  struggles  to  balance  the  state 
budget,  moderate  Republican  Govcr 
nor  Pete  Wilson  will  have  a  tough 
time  pleasing  both  of  his  key  constitu 
encies:    manufacturers  and   Califor- 
nia's dedicated  tree-huggers. 

Bankrupt  system? 

The  U.S.  Justice  Department,  em 
barrassed  by  the  festering  caseload  in 
bankruptcy  courts  (Forbes,  Nov.  /-?, 
1990),  is  shaking  up  the  system.  In 
recent  weeks  federal  trustees  in  Kan 
sas  and  Boston  have  been  ousted. 
Jammed  dockets  in  New  York  .\m\ 
I  [ouston  are  under  scrutiny. 

One  rolling  head  might  be  that  oj 
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YOUR  ESTATE  TAX  COST 


Pay  Your  EstateTaxes  at  100  on  the  Dollar 


Wealth  Creation  Centers™ 
Can  Discount  "four  Estate  Tax  Cost 


The  Wealth  Creation  Centers  con- 
cept simply  involves  transferring  money 
to  an  irrevocable  trust.  Then,  the  trust 
purchases  a  one-payment  life  insurance 
policy  based  on  current  assumptions. 
Upon  death,  the  policy  produces  the 
money  to  pay  the  estate  taxes  at  a  sub- 
stantial discount.  Uncle  Sam  receives 
the  full  estate  tax  due.  No  other 
American  citizen  subsidizes  your 
payment  and  your  family  can  retain  the 
full  value  of  your  estate.  (For  trust  and 
tax  information  see  your  own  accoun- 
tant or  attorney.) 


With  the  Wealth  Creation  Centers 
concept,  the  substantial  savings  gained 
by  your  family  will  build  a  new  tax  base 
for  America,  producing  additional 
income  taxes  and  investment  capital  in 
perpetuity  .This  will  provide  additional 
employment  ie.,  additional  income  taxes, 
as  well  as  taxes,  on  the  corporate  profits 
developed  from  that  investment.  Our 
concept  will  save  your  family  tremen- 
dous sums  of  money  which  will  produce 
income,  resulting  in  additional  income 
taxes  to  support  our  country  in  the 
future. 

IF  YOUR  ESTATE  IS  WORTH: 


Utilizing  this  concept  is  good  for 
you  and  good  for  America.  No  forced 
liquidation  of  assets,  real  estate,  or 
stocks, will  occur  at  the  wrong  time 
which  could  reduce  your  estate,  resulting 
in  a  loss  of  money  for  both  your  family 
and  Uncle  Sam.  While  this  loss  could  be 
costly  for  your  family,  it  is  even  more 
costly  for  America.  Around  the  country, 
the  losses  incurred  by  forced  liquidations 
are  compounded  many  times  during  the 
year.  This  can  result  in  a  loss  of  billions 
of  dollars  of  taxes  paid  to  the  govern- 
ment. 


$3  Million 

$5  Million 

$10  Million 

$25  Million 

$100  Million 

Estate  Tax:  $1,098,000 

Estate  Tax:  $2,198,000 

Estate  Tax:  $4,948,000 

Estate  Tax:  $13,750,000 

Estate  Tax:  $55,000,000 

Age 

Discounted 

You 

Age 

Discounted 

You 

Age 

Discounted 

You 

Age 

Discounted 

You 

Age 

Discounted 

You 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

60 

$  75,788 

93% 

60 

$151,020 

93% 

60 

$   339,100 

93% 

60 

$   941,092 

93% 

60 

$  3,762,980 

93% 

70 

$165,663 

85% 

70 

$330,987 

85% 

70 

$    774,298 

85% 

70 

$2,067,193 

85% 

70 

$  8,267,492 

85% 

80 

$349,074 

68% 

80 

$698,262 

68% 

80 

$1,571,196 

68% 

80 

$4,365,253 

68% 

80 

$17,459,950 

68% 

•ONE  PAYMENT  PREMIUM  OF  A  LAST-TO-DIE  LIFE  INSURANCE  POLICY,  BASED  ON  CURRENT  ASSUMPTIONS 


WHY  PAY  MORE? 


If  your  estate  is  worth  $3  million  or  more,  call  for  a  free,  no-cost,  no-obligation  proposal  and  our  videotape: 
>.  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts.  These  concepts  can  also  be  used  to 
create  huge  wealth  for  children  or  grandchildren,  or  substantially  leveraged  gifts  to  charity. 
Call  the  original  creators  of  the  estate  tax  cost  discount  program  now  at  800-932-5841. 


Save  a  Fortune  on  Your  Estate  Taxes 


Barry  Kaye,  author 

of  Save  a  Fortune  on 

Your  Estate  Taxes 


Wealth  Creation  Centers" 

r^Arnaiicas  j-oianwst  Estate.  Cutx  dost  Z&iscount-J>paciakst$ 

BARRY  KAYE  ASSOCIATES 

1840  Century  Park  East    •    Los  Angeles,  C A  90067 
213-277-9400     800-932-5841      fax  213-282-0775 

©  1991  Wealth  Creation  Centers 


Available  in  bookstores. 
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BARRY  HAVE 


"Much  useful  advice 
from  a  pro."-  Forbes 


epending  on  your  social  cal-  That's  because  while  the 

endar,  you  can  feel  perfectly  beauty  of  the  LS400  may  elicit 

at  ease  stepping  out  of  the  images  of  gliding  along  gracious 

LS400  in  top  hat  and  tails.  Or  some-  tree-lined  boulevards,  its  perfor- 


ming a  good  deal  sportier. 


mance  triggers  visions  of  maneuver- 
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ing  through  tight-banked  turns. 
Thrust  is  provided  by  a  4.0- 
liter,  32-valve,  250-horsepower  V8 
with  racing-style  hemispherical 
combustion  chambers.  The  suspen- 
sion system  is  Grand-Prix-race- 
inspired  as  well,  featuring  a  double- 
wishbone  design  at  all  four  wheels. 


There's  something  else  at  all 
four  wheels:  large  vented  disc 
brakes  activated  independently  by 
one  of  the  world's  most  advanced 
anti-lock  braking  systems. 

In  short,  everything  about  the 
LS400  was  engineered  to  deliver 
world-class  performance. 


To  sample  this  performance, 
call  800-872-5398  for  your  nearest 
dealer  and  pay  him  a  visit. 

He'll  be  the  smart-looking 


guy  with  the  tie. 


© 


The  Relentless  Pursuit  Of  Perfection. 


)I990  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,call  800-872-5398  (800-USA-LEXUS). 


Some  of  the  most 

important  meetings  in  America 

aren't  held  in  a  boardroom. 
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The  Beverly  Hills  Hotel  and  Bungalows 

9641  Sunset  Boulevard,  Beverly  Hills,  CA  90210  (213)  276-2251 

Direct  Reservations  (800)  283-8885  •  Cable:  BEVHILL  •  Telex:  188586  •  TWX  910-490-2580 
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trustee  Gary  J.  Knostman,  who  in  the 
last  seven  years  turned  the  "liquida- 
tion" of  Houston's  Tomlinson  Inter- 
ests into  a  de  facto — and  very  success- 
ful— Chapter  1 1  reorganization  (Dec. 
24,  1990).  Knostman  is  a  vocal  critic 
of  the  bankruptcy  system's  manage- 
ment. Justice  Department  officials, 
irked  by  the  length  of  the  case  and 
Knostman's  potential  $3  million  in 
fees,  want  to  convert  the  case  into  an 
actual  Chapter  1 1 ,  and  possibly  name 
a  new  trustee.      -James  R.  Norman 

The  lean  years 

Forbes  thought  meatpacker  Rymer 
Foods  was  filet  mignon,  but  it  turned 
out  to  be  hamburger  (Mar.  26, 1984). 
By  supplying  beef  steaks  to  distribu- 
tors and  steak  house  chains  like  Bo- 
nanza, Chicago- based  Rymer  qua- 


drupled sales,  to  $376  million,  by 
1988.  The  NYSE -traded  stock  hit  a 
record  high  of  241/8inl987.Butinthe 
last  two  years  Rymer  lost  $18  million. 
The  stock  now  sells  at  8%. 

Chairman  Barry  Rymer,  who 
Forbes  said  was  just  "warming  up," 
moved  into  chicken  and  shrimp.  But 
the  competition  swamped  the  compa- 
ny. Last  year  its  shrimp  division  lost 
$2  million.  And  with  only  one  chick- 
en plant,  Rymer  couldn't  keep  up 
with  surging  poultry  demand. 

Against  Barry  Rymer's  wishes,  the 
company  paid  $57  million  in  1985  for 
Murry's,  a  120-store  frozen-dinner 
chain.  But,  with  no  retail  experience, 
Rymer  hobbled  Murrv's,  selling  it  in 
1989  at  a  $14  million  loss  The 
shrimp  plant  has  since  been  retooled 
to  process  chicken.  Next,  Rymer  will 
try  selling  more  specialty  products  to 
restaurants.  -MaJLTIN  KlHNfli 
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Industry,  Perse wance  & 


Frugftlity,  Make  Fbrtune  Yield" 


—  Benjamin  Franklin,  1758 


Franklin  Federal  Tax-Free  Income  Fund 


Ben  Franklin's  words  of  wisdom  apply  to  today's 
investment. 

Frugality.  Keep  more  of  what  you  earn  by  invest- 
ing in  the  Franklin  Federal  Tax-Free  Income  Fund. 
Your  income  dividends  will  be  free  from  federal  tax 
and  the  benefit  of  tax-free  income  grows  with  your 
tax  bracket.* 

Perseverance.  Since  1947  Franklin  nas  been  in  the 
business  of  helping  investors  like  you.  Our  profes- 
sional managers  seek  to  select  only  those  municipal 
securities  that  offer  the  best  combination  of  yield 
and  quality. 

Industry.  Your  dollars  are  invested  in  municipal 
securities  issued  to  help  communities  construct  a 
wide  range  of  public  facilities  such  as  schools  and 
hospitals. 


+The  fund's  dividends  are  subject  to  most  state  and  local  taxes. 
For  investors  subject  to  the  alternative  minimum  tax,  a  small 
portion  of  the  income  may  be  subject  to  federal  and  state 
alternative  minimum  tax.  Investment  return  and  prin- 
cipal value  will  fluctuate  with  market  conditions. 


Call  Franklin  toll  free  today  for 
a  free  brochure. 

1-800-342-FUND  Ext.  312 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


F0B91 
312 


Yes!  I  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Federal  Tax-Free 
Income  Fund,  including  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 

D  I  am  currently  a  Franklin  shareholder. 

Name 


Address 


City/ State/ Zip. 


Daytime  phone 
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Member  $45  Billion  Franklin  Group  of  Funds 
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Ah,  Wall  Street 

Wall  Street  is  abuzz  over  how  some 
traders  lost  hundreds  of  thousands  of 
dollars  betting  on  last  month's  ncaa 
basketball  championships.  Wall 
Streeters  love  to  bet  on  the  college 
hoops  tournament.  There  are  penny- 
ante  pools  where  players  draw  teams 
out  of  a  hat.  But  the  really  big  bucks 
are  won  and  lost  by  going  long  or 
short  on  imaginary  "shares"  of  teams, 
whose  values  rise  and  fall  with  their 
playoff  prospects. 

And  we  mean  big  bucks.  Three 
junior  Smith  Barney  traders  who  were 
short  Duke,  the  new  champs,  owe 
$128,000  on  that  position  alone. 
Other  bets  by  these  three  left  them 


feS 


Duke  faces  off  against  Kansas 

It  was  no  slam  dunk  on  Wall  Street. 


over  $500,000  in  the  hole.  Smith 
Barney  has  fired  the  trio,  who  cannot 
possibly  make  good  on  their  debts. 

And  then  there's  the  Prudential 
trader  who,  upon  racking  up  half  a 
million  in  debts,  cleared  out  his  office 
and  faxed  in  his  resignation.  We  don't 
know  if  he  left  a  forwarding  address. 
-Gretchen  Morgenson 


Bargain  hunter 

Stuart  Subotnick,  John  Kluge's 
right-hand  man,  has  shown  that  he 
knows  a  good  buy.  Kluge  has  invested 
in  the  $25  million  redo  of  the  Empire 
Hotel,  a  former  fleabag  near  Manhat- 
tan's Lincoln  Center.  Subotnick,  who 


pocketed  nearly  $100  million  in  the 
Metromedia  buyout,  was  so  taken 
with  some  of  the  hotel's  new  furnish- 
ings that  he  glommed  an  antique 
chandelier  and  a  pool  table  for  his 
own  home.  Subotnick  paid  for  the 
goods,  of  course,  but  the  hotel  had  to 
scramble  for  replacements  just  days 
before  the  Empire's  reopening.  Insid- 
ers say  the  new  chandelier  cost  lots 
more  than  the  original's  $6,000. 

-Christopher  Palmeri 


Hurwitz's  latest  bargain 

Houston  financier  Charles  Hur- 
witz,  who  in  the  1980s  ran  Houston's 
United  Savings  into  the  ground,  has 
gotten  a  sweet  deal  on  some  other 
assets  from  the  Resolution  Trust 
Corp.  For  43  cents  on  the  dollar,  he's 
picked  up  bum  loans  and  foreclosed 
buildings  once  worth  $300  million. 

When  the  feds  took  over  United  in 
1988,  they  said  it  would  cost  $1.4 
billion  to  clean  up  the  mess.  Does  that 
sorry  performance  bar  Hurwitz  from 
doing  business  with  the  RTC?  No,  says 
an  rtc  spokeswoman.  There  is  no  rule 
against  former  thrift-wreckers  buying 
RTC  assets,  except  for  stuff  they  per- 
sonally wrecked.  Otherwise,  Hur- 
witz's money  (he  also  controls  Pacific 
Lumber  and  Kaiser  Aluminum)  is  as 
good  as  anyone  else's. 

After  the  father,  the  son? 

Hollywood  has  been  buzzing  about 
last  month's  bloody  ouster  of  Frank 
Mancuso  as  chairman  of  the  Para- 
mount Pictures  studio.  Now  the  gos- 
sips are  sniping  at  his  son,  Frank 
ma  '>  Jr.,  an  independent  produc- 
er at  Paramount  for  about  five  years. 


The  snipes  say  young  Frank  owes 
his  job  to  Dad.  Junior,  they  note,  was 
handed  a  few  sequels  in  the  successful 
Friday   the   13th  series.    His   other 
films — Permanent  Record  and  the  re- 
cent He  Said,  She  Said — were  bombs, 
although  Internal  Affairs  was  a  hit. 
Frank  Jr.  wouldn't  comment. 
/   But  the  young  man  has  his  defend- 
ers. "He's  a  good  nuts-and-bolts  line 
producer,"  says  one.  Mancuso  does 
bring  his  films  in  on  budget.  All  in  all, 
if  he  leaves  Paramount,  it 
will  probably  be  on  his  own 
initiative. 


Garbage  on  spec 

Waste  Management,  the  Oak 
Brook,  111. -based  garbage  hauler, 
wasted  no  time  moving  in  to  help  tidy 
up  devastated  Kuwait.  For  a  decade,  it 
has  been  trashman  to  Jidda,  Saudi 
Arabia  but  has  had  no  relations  with 
Kuwait's  ruling  Al  Sabah  family.  So 
just  after  the  war's  end  the  company 
began  cleaning  up  Kuwait  City  on 
spec,  hoping  it  would  lead  to  more 
postwar  business.  A  100 -man  crew 
with  30  vehicles  has  been  hauling 
away  debris  for  weeks.  The  gamble 
paid  off:  In  early  April  Waste  Manage- 
ment inked  a  month-to-month  clean- 
up contract  with  the  Kuwaitis  that 
also  includes  about  $12  million  back- 
pay for  the  spec  work.  Now  the  com- 
pany will  compete  with  a  dozen  oth- 
ers for  the  long-term  contract  to  keep 
Kuwait  clean.  -John  Harris 

Sharks  in  the  pool 

The  top  bosses  at  Houston- based 
Nabors  Industries,  an  oilfield  service 
firm,  have  just  awarded  themselves  a 
$15  million  bo- 
nus   pool.    The 
bonus  kicks  in  if 
the  stock  trades 
at  10  for  30  days 
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in  a  45 -day  period,  between  now  and 
1997.  The  stock  has  been  hovering 
around  6  on  the  Amex,  so  collecting 
the  bonus  is  hardly  a  long  shot. 

Biggest  gainers  would  be  Chair- 
man Eugene  Isenberg  and  Vice 
Chairman  Warren  Berman,  who 
would  share  $7.5  million.  The  rest 
would  be  shared  by  other  execs.  Isen- 
berg also  earned  over  $1.6  million  in 
salary  and  bonus  last  year.  It's  pretty 
heavy  coin  for  a  company  with  $140 
million  in  sales  and  $15  million  in 
profits,  and  which  went  bankrupt 
twice  in  the  1980s. 

Whittled-down  ambitions 

Channel  One,  the  much  maligned 
commercial  news  show  for  school- 
kids,  has  been  having  a  better  time 
lately.  It  just  won  a  test  case,  in  North 


Mediamaker  Chris  Whittle 

Politics  is  out,  business  is  back  in. 


Carolina,  to  keep  the  show  in  schools 
there.  And  it  is  now  available  in  over 
8,000  schools  in  47  states. 

That's  good  for  founder  Chris 
Whittle.  The  Knoxville- based  media 
entrepreneur  has  talked  for  years  of 
going  into  politics,  perhaps  running 
for  governor  of  Tennessee.  But  the 
firestorm  over  Channel  One  clearly 
soured  him  on  the  idea. 

In  light  of  all  this,  Time  Warner — 
which  bought  half  of  Whittle  Com- 
munications for  $185  million  in 
1988 — may  not  exercise  its  option  to 
increase  its  stake  to  80%.  One  source 
says  Time  Warner  co-boss  Steve  Ross 
has  been  less  than  enchanted  with  the 
Whitde  investment,  but  another  the- 
ory holds  that  Whitde  and  his  inves- 
tors want  to  retain  their  current  half 
stake.  The  two  companies  are  report- 
edly now  in  negotiations.  Bi 
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Guess  who  has 
2  of  the  3  top-ranked 
funds  for  long-term 
performance.  SXSSU 

right.  For  15-year  performance,  Twentieth  Century's  Growth  Investors  and 
Select  Investors  are  ranked  #2  and  #3  out  of  358  mutual  funds  in  the  country.* 
But  maybe  you  didn't  know  that  Growth  and  Select  are  the  only  funds  in  the 
top  five  that  have  no  sales  fees  and  no  minimum  investment  requirement. 
For  complete  information,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  the  prospectus  carefully  before  investing. 

Call  toll-free: 

1-800-345-2021 

*  As  ranked  by  Upper  Analytical  Services,  a  leading  independent 
mutual  fund  ranking  service  for  the  15-year  period  ending  December 
31,  1990.  Data  quoted  represents  past  performance.  Investment 
return  and  principal  value  will  fluctuate,  and  redemption  value 
may  be  more  or  less  than  original  cost. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


No -Load  Mutual  Funds 


fc 


199]  I  vtftfieth  C  entur)  Services,  Inc. 


■ 


I 


<  1  1 


m •  : .  + 


■ 


IT 


mp 


r.v 


■ 


.». 


.1 


I 


& 


lb  bring  you 

better  TWills, 

Phil  loung  declared  war 

on  pills. 


You  know,  pills.  Those  little  fuzzballs 
that  appear  on  your  pants  after  the  first 
washing.  And  then  multiply,  until  they 
become  downright  unsightly. 

Some  of  our  customers  got  tired  of 
picking  pills  off  the  poly-and-cotton 
version  of  our  Popular  Twill  Pants.  (As 
opposed  to  the  pure  cotton  version, 

which  doesn't  pill.) 
And  they  told  us  so, 
in     no     uncertain 
terms.  Which  troubled  Phil  Young. 

"I  remember  one  letter,  from  a 
married  couple,"  says  Phil,  furrowing 
his  brow  "Both  of  them  had  bought 
Popular  Twills,  both  of  them  liked  the 
tailoring,  but  both  of  them  complained 
about  pilling." 

Phil  moved  into  action  against  this 
insidious  little  clothing  pest.  Formed  an 
assault  team,  with  our  own  Quality 
Assurance  people  and  people  from  the 
mill  weaving  the  fabric.  And  found  there 
were  several  ways  to  attack  the 
problem. 

Different  finishes.  "Double  singeing" 
(a  little  like  flame  broiling).  Different 
polyesters.  But  all  these  had  drawbacks: 
they  would  weaken  the  fabric,  or  give  it 
a  harsher  feel. 

Another  option  was  to  go  to  a  2x1 
twill.  Less  deeply  textured,  less  prone 
to  pilling.  But  Phil  refused  to  give  up 
our  Popular  Twill's  more  distinctive  3x1 
twill. 

"It's  the  original  military  twill,"  says 
Phil.  "The  one  from  the  30's.  The  one 
they  fought  World  War  II  in." 

And,  we  surmise,  one  of  the  things 
that  has  made  our  Popular  Twills 
popular! 

Finally,  Phil  and  his  team  found  the 
answer:  weave  the  3x1  with  stronger 
plied  yarns  on  the  face  of  the  fabric.  It 
would  still  feel  as  nice  as  ever,  still  have 
that  distinctive  look,  and. ..no  more  pills. 

This  was  also  the  most  expensive 
solution,  adding  about  a  dollar  to  the 
cost  of  each  pair  of  pants.  But  in 
keeping  with  our  commitment  to  Value, 
Phil  still  kept  the  price  under  $40, 
regardless  of  your  choice  of  pleats,  rise 
and  suchlike. 

From  start  to  finish,  Phil's  war  on  the 
pill  took  two  years. 

Thrill  to  a  pair  of  Phil's  no-pill  Twills. 
(We  couldn't  resist.)  You'll  find  them 
and  1001  other  fine  products  in  our 
catalog,  yours  free  when  you  write  or 
call. 

©1991,  Lands' End,  Inc. 


Please  send  free  catalog. 
Lands' End       Dept.H-10 
DodgevUle,WI  53595 

Name__ 


.  Address. 
City 


State. 


.Zip. 


Write  or  call  toll-free: 
1-800-356-4444 


America's  Jtowest  Priced 


Direct  to  You 


■T131  HEWLETT 
VM  PACKARD 


HP  Laser  Jet  II,  m>, 

III  Cartridge 

Order  No:  9229SZHLP 


75-.JW 


(W  or  more) 


LIQUID 

papER 


White  Correction  Fluid 
Order  No:  56401PMT 


62* 


EA. 


5.25"  DSDD  Disks 
Order  No:  00234THM 


51* 
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WSBNallonal 


Data  Binder 

147/8"  x  11" 
Order  No:  93753NBB 


$138, 


EA. 


You  simply  won't  find  lower  prices  on 
brand  name  office  supplies  than  at 
Wholesale  Supply  Company.  Over  7,000 
different  items,  all  at  prices  you  have  to  see 
to  believe.  So  call  now  for  your  free  catalog. 

1-800-962-9162 

Ad  Code  0107 

Wholesale  Supply  Company  sells  only  to  businesses, 

government  agencies,  schools,  and  institutions. 


HELP 


AS 


TURN 
THE 
TIDE. 


Help  us  eliminate  oil  spills  and  sewage 

from  our  oceans.  Industrial  run-offs  from  our 

lakes  and  rivers.  And  toxic  waste  from 

our  bays.  To  find  out  how  you  can  pitch  in, 

please  contact  American  Oceans  Campaign. 

You'll  make  a  turn  for  the  better. 


AMERICAN  OCEANS 
CAMPAIGN 

725  Arizona  Avenuf ,  suite  102 
Santa  Monica,  CA.  90401 


READERS  SAY 


Back  to 
school 


Sir:  Re  your  article  about  the  illiberal 
revolution  on  American  college  cam- 
puses ("The  Visigoths  in  tweed," 
Apr.  1).  War  is  too  important  to  leave 
to  generals,  so  is  education  too  im- 
portant for  educators.  We  alumnae 
must  become  involved.  If  the  back 
row  of  ever)'  classroom  was  occupied 
by  a  few  fearless  parents/ alumnae, 
that  would  make  a  difference.  The 
minds  and  souls  of  our  children  and 
grandchildren  are  at  stake. 
-CD.  Cook 
Tucson,  Ariz. 

Sir:  America's  college  students  will 
not  get  more  and  better  teaching 
until  the  monopolistic  lifetime-ten- 
ure system  is  replaced  by  rolling-ten- 
ure contracts  of  about  five  years  in 
length.  Only  then  will  many  college 
teachers  teach  three  or  more  courses 
every  semester,  and  be  rescued  from 
doing  mediocre  or  useless  research. 
-Charles  Lee  Keeton  3rd 
New  Orleans,  La. 

Sir:  I  am  20,  a  third-year  fine  arts 
major  at  Ohio  State  University.  My 
experience  at  this  university  validates 
much  of  what  your  article  suggests.  I 
do   not   think   these    "Visigoths   in 
tweed"  are  interested  in  truth  unless 
it  fits  into  their  political  agenda;  oth- 
erwise  they  would   welcome   ques 
tions  which  challenge  their  views  and 
perhaps     assign     reading     materials 
which  do  not  always  justify  and  sup- 
port their  professed  beliefs. 
-Paul  Pope 
Rowling  Green,  Ohio 

Sir:  As  a  young  black  woman  being 
educated  in  a  system  with  a  white 
majority,  I  have  come  to  know  the 
impact  of  an  education  that  is  solely 
based  upon  Western  civilization.  One- 


gets  biased  information  based  solely 
upon  the  deeds  and  creation  of  white 
men,  with  minute  inclusion  of  wom- 
en and  minorities. 
-Karen  Altovese  Sullivan 
Alexandria,   Va. 

Sir:  Forbes  should  be  enlightened 
that  we  are  indeed  a  multicultural 
society  and  that  the  classics  can  be 
taught  to  us  all — including  Marxism, 
which  has  earned  its  credibility  as  an 
individual  government  system  study 
and  should  not  be  overlooked. 
-Amber  Poole 
Houston,  Tex. 

Sir:  Like  it  or  not,  we  male  wasps  had 
better  be  preparing  our  children  for  a 
different  world  than  the  one  in  which 
we  grew  up,  were  educated  in  and 
have  dominated.  Without  guilt  (but 
admittedly  a  bit  of  regret),  we  must 
recognize  those  times  are  already  his- 
tory— a  history  worth  studying,  I 
might  add. 
-Philip  O.  Geier 
Brattleboro,   Vt. 

Through  the  looking  glass 

Sir:  Re  your  objection  to  the  sec's 
proposal  that  banks  be  required  to 
carry  bonds  at  market  rather  than  at 
cost  (Fact  and  Comment,  Mar.  4).  In 
that  same  issue's  cover  story,  "Step 
right  up,  folks,"  Forbes  exposes  how 
Alice  in  Wonderland  accounting  en- 
couraged some  insurance  companies 
to  reach  for  risky  high-yield  bonds 
without  seemingly  risking  their  capi- 
tal. The  moral  and  financial  risks  in- 
herent in  permitting  financial  institu- 
tions to  carry  assets  at  patently  ficti- 
tious values  are  apparent  throughout 
the  shambles  of  our  once  strong  and 
proud  financial  system. 
-John  J.  Mackowski 
Ponte  Vedra  Beach,  Via. 

The  right  stuff 

Sir:  In  your  article  "It  couldn't  have 
happened  to  a  nicer  guy"  (Mar,  4) 
you  describe  the  French  Fxocet  in  is 
sile  as  being  "yesterday's  threat,"  ,\m\ 
argue  that  "there  has  been  only  one 
confirmed  Iraqi  attempt  to  launch 
Fxocets."  It  may  be  interesting  to 
note  how  rapidly  the  coalition  soughl 
to  destroy  all  the  Iraqi  launching  sta 
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tions  which  could  use  the  Exocet. 
Why  would  the  coalition  want  to 
destroy  a  cache  of  missiles  if  they 
thought  that  these  missiles  were  not 
dangerous? 

You  also  say  the  Exocet  is  "out- 
classed by  sophisticated  American 
smart  bombs  such  as  Rockwell  Inter- 
national's gbu  15.  .  .  ."  These  arma- 
ments have  nothing  in  common  at  all. 
You  should  make  up  your  mind 
whether  "the  French  sold  Saddam 
obsolete  stuff,"  as  you  state  in  the 
conclusion,  or  the  French  sold  him 
"advanced  arms,"  as  you  state  in  your 
third  paragraph. 
-Andre  Bloch 

Press  Information  General  Manager 
Aerospatiale 
Paris,  France 

Sir:  France  keeps  a  tight  control  on 
arms  sales.  Government  policy  has 
been,  till  1986,  to  sell  arms  to  Iraq  in 
order  to  avoid  it  being  upset  by  Iran. 
This  was  politically  supported  by  the 
U.S.  for  the  same  motive.  The  British 
were  there  too,  competing  unsuccess- 
fully with  us. 

On  the  Allied  side,  French  forces 
put   to   good   use    our   equipment, 
which  also  served  well  Saudi  Arabia 
and  the  U.S.  On  the  Iraqi  side,  our 
equipment,  very  fortunately,  was  not 
used,  or  was  not  harmful  to  the  Allies. 
There  are  more  U.S.  Harpoons  than 
French  Exocets  sailing  around,  and 
the  U.S.  is  and  will  remain  the  mosf 
active  arms  exporter  in  the  world. 
Why  not  just  admit  it? 
-Philippe  Roger 
French  Ministry  of  Defense 
Paris,  France 

The  check's  in  the  mail 

Sir:  In  your  cover  story  on  defensive 
tax  tactics  ("Why  Apr.  15  is  getting 
worse  and  worse,"  Mar.  18)  certified 
mail  was  highly  recommended  as  the 
"proof  needed  to  call  off  the  irs 
dogs.  While  discussing  my  "we  never 
received  it"  problem  with  an  irs  rep- 
resentative, I  was  asked  if  I  had  sent 
the  form  certified  mail.  I  had.  The 
response  'from  the  irs  was  "that  only 
proves  you  sent  us  an  envelope,  it 
doesn't  prove  what  was  inside,  if  any- 
thing." Win  or  lose,  you  lose. 
-Rebecca  I.  Davis 
Lockbourne,  Ohio 
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THERE'S  AN  EASIER  WAY 

TO  MANAGE 

FINANCIAL  INFORMATION. 

With  financial  software  solutions  from  IMRS. 
From  data  collection  and  consolidation  through 
reporting  and  executive  presentation,  major 
corporations  use  our  products  to  save  time  and  money 
while  gaining  an  unprecedented  degree  of  control. 
One  Fortune  500  customer  quoted  yearly  savings  in 
excess  of  $300,000! 

IMRS  offers  a  complete  range  of  microcomputer- 
based  financial  solutions  to  meet  the  diverse  needs 
of  our  corporate  clients.  We  believe  it's  unrealistic 
to  think  one  product  can  solve  every  problem.  The 
reality  is -it  takes  one  company. . . 


IMRS 

FINANCIAL  INTELLIGENCE" 


For  more  information  or  a  free  poster  of  this  illustration,  contact  IMRS, 
Dept.  40,  1600  Summer  Street,  Stamford,  CT  06905  203-323-6500. 


CORUfvT  Gold  Coin  Watch.  An  authentic 
erican  goJd  piece  halved. 
The  movei         is  cushioned  between  the  halves 
and  encased  in  18  karat  gold.^ 
Swiss  hand-crafted.        | 
Water-resistant. 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


DON'T  GUT  GATT  AND  FREE  TRADE  WITH  MEXICO 

There's  A  bill  before  Congress  whose  passage  would  ed  economy  of  all,  the  Soviet  Union.  Look  at  what 

materially  benefit  the  U.S.  economy  as  well  as  the  econo-  happened  when  we  went  isolationist  on  trade  in  1929-30: 

mies  of  Latin  America  and  the  rest  of  the  world.  The  global  depression.  Pollution?  Compare  the  foul  earth  and 

legislation  would  give  the  Administration  the  authority  to  air  of  Eastern  Europe  with  those  of  Western  Europe.  As 

continue  negotiations  to  reduce  trade  barriers  worldwide  people  do  better,  they  want  a  better  environment, 

(the  so-called  Uruguay  Round)  and  to  conduct  free-trade  A  free-trade  pact  with  Mexico  would  lead  to  an  explo 
talks  with  Mexico.  Con- 
gress would  then  vote  on 


any  resultant  agreements 
on  an  up-or-down  basis 
without  the  right  to 
add  crippling  amend- 
ments. This  authority  has 
been  routinely  granted  to 
Presidents  since  WWII. 

But  the  forces  of  pro- 
tection are  mounting  a 


Democrats  are  turning  their  backs  on  their  past  free-trade  Presidents. 


sion  of  trade  between 
our  two  countries.  Mexi- 
co has  already  started  re- 
ducing trade  barriers. 
Result:  In  five  years  our 
exports  to  Mexico  have 
soared  from  $12  billion  a 
year  to  $28  billion.  An 
agreement  with  Mexico 
would  inevitably  pull  in 
other  Latin  and  Caribbe- 
an nations,  starting  with 


fervent  campaign  to  bar 

giving  President  Bush  this  "fast-track"  authority;  with-  Venezuela.  A  booming  North  and  South  America  would 

out  it,  both  sets  of  trade  talks  will  be  effectively  killed.  help  beat  back  protectionists  elsewhere,  as  Europeans  and 

Unions  fear  competition  from  low-cost  labor.  Protect-  Asians  vie  to  get  a  piece  of  these  vibrant  markets, 

ed  industries  don't  want  to  lose  their  special  privileges.  The  Bush  Administration  must  intervene,  forcefully,  to 

Certain    environmentalists    don't    like    the    economic  save  these  two  sets  of  negotiations.  Success  on  both  fronts 


growth;  to  them  progress  is  synonymous  with  pollution. 

These  regiments  of  reaction  couldn't  be  more  wrong. 

Protection  hurts  the  economy.  Look  at  that  most  protect- 


would  promote  democratic  values  and  economic  prog- 
ress. It  would  enormously  enhance  our  security  without 
adding  a  penny  to  the  defense  budget. 


IT'S  TIME 

for  the  Federal  Reserve  to  cut  interest  rates.  The  economy         Let's  hope  embattled  Chairman  Greenspan  can  muster 
is  still  sluggish  and  barometers  of  future  inflation  are  all     the  strength  to  get  his  central  bank  to  lead  the  market 
negative.  Commodity  prices  are  down,  particularly  gold,      instead  of  lagging  it. 
The  dollar  is  strong.  A  firm  Fed  push-down  would  be  timely  and  stimulating. 


IT'S  ALSO  TIME 


to  reexamine  Pentagon 
proposals  to  reduce  our 
Armed  Forces  by  20% 
over  the  next  five  years. 

These  "projections  were 
set  before  the  onset  of  the 
Gulf  war  and  the  rise  of 
repression  in  the  Soviet 
Union.  We  still  live  in  a 
very  uncertain  world.  The 


Miniaturizing  the  military  (1990-95) 

Navy  ships 


Military  personnel     Active  duty 
(millions)  Army  divisions 


Air  Force 
fighter  wings 


ffftffffff 
1.65 


U.S.  is  the  only  country 
that  can  effectively  coun- 
teract substantive  threats 
to  freedom  and  interna- 
tional lawlessness.  If  we 
assume  the  Soviet  Union 
will  peacefully  evolve  into 
a  Western-style  democra- 
cy and  that  regional  con- 
vulsions  won't   threaten 
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our  vital  interests,  then  these  force  reductions  make  sense. 
But  is  it  wise  to  slash  back  on  tiie  basis  of  these  benign 
hopes?  Should  the  United  States  strip  itself  of  the  capabili- 
ty of  coping  effectively  with  future  Saddams? 

Most  disturbing  are  the  proposed  reductions  in  our  air 
forces.  The  Gulf  war  dramatically  demonstrated  how  vital 
air  power  has  become. 

At  the  least,  we  should  replace  all  the  ordnance  we  used 
up  in  the  Gulf  war.  Prudence  would  also  dictate  that  we 
forge  ahead  in  advancing  Stealth  technology.  The  Air 


WISHFUL 

With  our  blessing,  Syria  is  dou- 
bling the  number  of  troops  sta- 
tioned in  the  Gulf.  American  diplo- 
mats are  applauding  this  contribu- 
tion to  the  Pan-Arab  peace  force  in 
that  region. 

Have  we  forgotten  who  runs  Syr- 
ia? Hafez  al-Assad's  appetite  for 
butchering  his  own  people  and  try- 


Force's  Stealth  bomber,  the  F-117A,  made  up  2.5%  of  the 
Gulf  coalition's  aircraft,  yet  it  inflicted  over  33%  of  the  air 
damage  against  Iraq.  We  should  certainly  get  a  Navy 
version  of  the  F-117A.  The  Navy's  misbegotten  attempt 
at  developing  its  own  Stealth  plane,  the  A- 12  project, 
shouldn't  deter  us  from  trying  again. 

And  we  must  more  rapidly  develop  and  deploy 
antimissile  systems.' 

The  prospective  cutbacks  are  a  potentially  lethal  exam- 
ple of  a  penny-wise,  pound-foolish  policy. 

THINKING 

ing  to  subvert  or  conquer  his  neighbors  is  second  only 
to  that  of  Saddam  Hussein.  This,  after  all,  is  the  man 
who  several  years  ago  ordered  army  artillery  to  reduce 
to  rubble  a  Syrian  city  that  he  felt  was  too  sympathetic 
to  the  opposition,  in  the  process  killing  15,000  people. 
His  troops  continue  to  occupy  contiguous  Lebanon. 
His  appetite  for  arms  remains  unsated. 

How  secure  will  oil-rich  Gulf  states  be  with  a  Syrian 
army  in  their  midst? 


GREAT 

Charles  Wohlstetter  is  one  of  the  most  successful, 
forceful,  unusual  entrepreneurs  of  this  century.  Last 
month  his  sale  of  Contel  to  GTE  was  consummated. 
Wohlstetter  launched  Contel  in  1961  with  a  handful  of 
dollars;  30  years  later  GTE  bought  this  telecommunica- 
tions giant  from  him  and  59,443  other  shareholders  for 
$6.6  billion  in  stock. 

During  his  long,  colorful  life,  Wohlstetter  has  been  a 
stockbroker  (he  foresaw  the  1929  crash  but  was  unable  to 
convince  his  skeptical  employer  of  it;  he  subsequently 
started  his  own  firm),  screenwriter,  manufacturer,  vini- 
culturalist  and  philanthropist.  His  knowledge  of  nonbusi- 
ness fields  is  wide-ranging  and  deep.  He  has  a  brilliant 


MAN 

grasp  of  politics,  eco- 
nomics, medicine  and 
music.  He's  also  pretty 
fierce  on  the  golf  course. 
This  dynamo  is  one  of 
those  people  whose  en- 
ergy could  almost  single- 
handedly  pull  this  econ- 
omy out  of  its  slump. 
Those  who  know  him  are 
now  asking  what  fields 
he  will  conquer  next.  It 
will  be  exciting  to  watch. 


Wohlstetter:  This  restless  visionary 
won't  stay  still  for  long. 


THRILLING-AND  SOMETIMES  EDUCATIONAI^ENTERTAINMENT 

Longshot — by  Dick  Francis  (G.P.  Putnam's  Sons,  Cold  Fire — by  Dean  R.  Koontz  (G.P.  Putnam's  Sons, 
$19.95).  Dick  Francis,  who  does  for  horse  racing  what  $22.95).  If  you  take  this  to  the  beach  this  summer,  be 
Love  Boat  did  for  cruise  ships,  once  again  runs  the  reader  sure  to  splash  on  an  extra  layer  of  suntan  lotion.  Thrill- 
through  a  gripping  mystery  at  breakneck  speed.  Francis  er- writer  Koontz  has  spun  a  suspenseful  yarn  that  will 
not  only  gives  you  a  good  mystery  for  your  money,  but  not  only  keep  you  seated  in  the  sun  but  give  you  occa 
he  educates  you  as  well,  in  this  case  with  Outward  sional  goose  bumps  despite  the  heat.  An  unexpected 


Bound-like  discourses  on  survival. 
Excerpt:  "There's  an  awful  lot  about 
first  aid, "  Gareth  said,  turning 
pages.  "How  to  stop  wounds  bleed- 
ing .  .  .  pressure  points.  How  to  deal 
with  poisons .  .  .  swallow  charcoal!" 
He  looked  up.  "Do  you  mean  it?" 

"Sure,"  I  said.  "Scrape  it  into  wa- 
ter and  drink  it.  The  carbon  helps 
take  some  sorts  of  poison  harmlessly 
through  the  gut,  if  you're  lucky." 

[Gareth]  went  on  reading.  "It  says 


part  of  the  package:  In  his  character 
Holly  Thorne,  a  reporter,   Koontz 
convincingly  portrays  the  angst  ol 
the  modern,  educated,  thirty  some 
thing,  single,  working  woman. 
Excerpt:  Her  experiences  with  men 
were,    if  anything,    even    nunc   dis 
heartening  than  her  professional  ex- 
periences  with   interviewees   of  both 
sexes.  Though  she  still  hoped  to  meet 
the  right  man,  get   married,   have 
children,  and  enjoy  a  fulfilling  do 


here  you  can  drink  urine  if  you  distill  it  ' Urine  is sterile  and  mestic  life,  she  wondered  if  anyone  nice,  uine,  intelligent, 

cannot  cause  diseases.  Boil  it  and  condense  the  steam,  which  and  genuinely  interesting  would  ever  enter  her  life.    If' 

will  then  be  pure  distilled  water,  perfectly  safe  to  drink.'  "  someone  miraculously  crossed  her  path,  his  pie  a  unit  de 

"It's  true,"  I  said  smiling.  "Lack  of  water  is  a  terrible  meanor  would  no  doubt  prove  to  be  a  mask  /for/  a  leering 

killer.  If  you've  afire  but  no  water,  you  no  u      owwhattodo."  serial  killer  with  a  chainsaw  fetish. 
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'    199!  Mercedes-Benz  of  N. A.,  Inc.,  Montvale,  N.J 


Since  building  million-mile 

models  like  these, 

Mercedes-Benz  has 

learned  how  to  make  a 

really  durable  car. 


A  1957  Mercedes-Benz  180D  and 
a  1968  Mercedes-Benz  220D 
have  each  rolled  up  more  than  a 
million  miles  of  faithful  service 
on  the  roads  of  America  —  exem- 
plifying the  virtues  of  good  old-" 
fashioned  durability. 

The  1991  Mercedes-Benz 
S-Class  sedan  in  the  foreground 
exemplifies  a  more  advanced  idea 
of  durability. 

For  example,  mere  sheet  metal 
has  been  extensively  superseded  by 
new  steel  alloys  that  are  simulta- 
neously lighter  and  stronger. 

Today's  Mercedes  is  welded 
more  accurately  and   in   more 
places,   by  inhumanly  precise 
robots.   (Maximum  tolerance  per- 
mitted in  overall  car  length:  a  vari- 


ation no  greater  than  the  thickness 
of  a  credit  card.)  Corrosion  resis- 
tance extends  even  into  remote 
body  cavities,  lined  with  a  waxy 
protective  compound  unknown 
thirty  years  ago. 

Cylinder  walls  in  1991  S-Class 
V-8s  consist  of  aluminum,  com- 
bined with  microscopic  wear-resis- 
tant silicon  crystals,  creating  a 
surface  so  hard  that  it  must  be  ma- 
chined by  diamond-tipped  tools. 

The  S-Class  Mercedes  of  today 
is  not  only  built  but  has  also  been 
tested  to  higher  durability  stan- 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


dards.  Case  in  point:  Its  spring- 
core  seats  are  designed  to  remain 
firm  and  supportive  after  half  a 
million  seatings. 

Since  the  two  million-milers 
departed  the  assembly  works, 
Mercedes-Benz  has  continued 
pushing  the  boundaries  of  reli- 
ability and  safety  and  efficiency 
further  forward.  As  that  new 
S-Class  attests.  In  its  every  detail. 

But  this  modern  Mercedes 
does  maintain  one  charmingly 
old-fashioned  trait:  the  stubborn 
determination  to  repay  its  owner 
with  many  miles  and  many  years 
of  driving  satisfaction. 

For  more  information  on 
Mercedes-Benz  durability,  call 
1-800-336-8282,  anytime. 


Other  Comments 


High-Tech  Commitment 

While  the  U.S.  still  has  major 
strengths  in  semiconductors,  it  is  ob- 
vious that  once  the  main  suppliers 
and  customers  migrate  to  Asia,  it  is 
only  a  matter  of  time  before  the  chip 
makers  themselves  are  also  squeezed 
out.  Loss  of  the  semiconductor  in- 
dustry would  be  devastating.  Elec- 
tronics is  now  the  biggest  employer 
in  America,  providing  more  jobs  than 
the  auto,  aerospace  and  steel  indus- 
tries combined.  We  must  make  a 
firm,  long-term  commitment  to  be  a 
world  leader  in  the  high  technologies 
of  the  future.  Private  industry  bears 
primary  responsibility,  but  govern- 
ment must  help  to  clear  the  way: 
lowering  the  cost  of  capital,  a  larger 
federal  investment  in  R&D  for  high 
technologies,  faster  depreciation 
rates,  a  loosening  of  antitrust  laws. 
-by  David  Gergen, 
U.S.  News&  World  Report 

Know  Your  Customers 

Americans  have  never  made  exports  a 
top  priority.  Because  there  is  such  an 
enormous  market  here  in  the  United 
States,  most  manufacturers,  though 
certainly  not  all,  have  looked  upon 
American  customers  as  being  suffi- 
cient. In  Japan  exports  are  their  life;  in 
Germany  it  has  been  a  priority  for 
generations  to  build  products  for  ex- 
port. We  have  never  gotten  to  that 
point  and  now  we  are  lagging  behind 
by  decades,  if  not  generations,   in 


knowing  how  to  compete  with  oth- 
ers. The  Japanese  are  much  more 
familiar  with  the  preferences  and 
needs  of  customers  in  our  country 
than  we  are  of  the  Japanese. 
-Jimmy  Carter,  inaugurating  the 

Ohira  Memorial  Lecture  Series, 

at  Japan  Society 

Fast  Track  for  Growth 

The  Uruguay  Round  of  internation- 
al trade  talks  is  about  to  produce  a 
reverberating  agreement,  adding  tril- 
lions to  the  world's  economies  by  the 
year  2000.  But  Congress  must  first 
approve  an  extension  of  fast- track 
legislation  that  requires  it  to  vote  on 
trade  agreements  promptly  and  with- 
out amendments. 
-New  York  Times  editorial 

Typographical  Trouble 

Dear  [Reader]:  Sometimes  it's  bet- 
ter to  leave  bad  enough  alone.  In 
support  of  my  advice,  I  offer  [the 
example  of]  a  typographical  error  in 
the  classified  section  of  a  small-town 
newspaper,  and  the  subsequent  disas- 
trous attempts  to  correct  it: 

(Mon.)  "FOR  SALE— R.D.  Jones 
has  one  sewing  machine  for  sale. 
Phone  948-0707  after  7  p.m.  and 
ask  for  Mrs.  Kelly  who  lives  with 
him  cheap." 

(Tues.)  "NOTICE— We  regret 
having  erred  in  R.D.  Jones'  ad  yester- 
day. It  should  have  read:  One  sewing 
machine  for  sale.  Cheap.  Phone  948- 
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B.  BONDS 
LEFT  FIELDER,  PITTSBURG  PIRAIEb 
WITS  LITTLE  BALLWITU  A  STICK.  RUNS 
FAST.  WUINES  CONSTANTLY 
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0707  and  ask  for  Mrs.  Kelly  who  lives 
with  him  after  7  p.m." 

(Wed.)  "NOTICE— R.D.  Jones 
has  informed  us  that  he  has  received 
several  annoying  telephone  calls  be- 
cause of  the  error  we  made  in  his 
classified  ad  yesterday.  His  ad  stands 
correct  as  follows:  FOR  SALE — R.D. 
Jones  has  one  sewing  machine  for  sale . 
Cheap.  Phone  948-0707  p.m.  and  ask 
for  Mrs.  Kellv  who  loves  with  him." 

(Thurs.)  "NOTICE— I,  R.D. 
Jones,  have  NO  sewing  machine  for 
sale.  I  SMASHED  IT.  Don't  call  948- 
0707,  as  the  phone  has  been  discon- 
nected. I  have  NOT  been  carryng  on 
with  Mrs.  Kelly.  Until  yesterday  she 
was  my  housekeeper,  but  she  quit." 
-Dear  Abbv,  syndicated  columnist 

Make  three  correct  guesses 
consecutively  and  you  will 
establish  a  reputation 
as  an  expert. 

-Laurence  J.  Peter, 
author  of  The  Peter  Prin- 
ciple, in  Friendly 
Advice,  by  Jon  Winobur 


Lulled  by  a  Nose 

PEOPLE  who  THINK  a  reunited  and 
filthy-rich  Germany  poses  a  threat  to 
the  rest  of  the  world  should  listen  to  a 
new  CD  called  "Fragrance."  How 
can  anyone  fear  that  a  new  Hitler 
could  galvanize  today's  German  lum- 
penproles  when  they  arc  home  listen 
ing  to  edit  Deutsch  New  Age  ditties 
inspired  by  the  smell  of  perfume. 

Evidently   the   composers  of  this 
aural  drivel,  Georg  Stettner  and  Mi- 
chael Weisser,  sniffed  Calcchc,  Joy, 
Shalimar  and   six   other  scents  and 
then  set  about  translating  their  aro 
mas  into  sound.   Here,  at  last,  is  a 
positive  result  of  all  the  U.S.  culture 
export  of  the  past  40  years— the  sit 
coins,  the  rock  'if  roll,  the  comics, 
the  junk  movies  ,\\u\  fast  food.  Gcr 
many  has  replaced  Dr.  Goebbels  with 
Dr.  Smellgood. 
-by  Raymond  Sokolov, 
Wa i.i.  Si k iii  Joi <n na i.  M 
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'i  hen  you're  traveling  abroad, 
s  nice  to  hear  a  familiar  voice. 


■ 


The  language  may  be  difficult. 

The  food  may  be  different. 

The  customs  may  be  unfamiliar. 

But  making  a  phone  call  back  to  the 
States  can  be  easy. 

Just  dial  the  special  AT&T  USADirect® 
access  number  for  the  country  you're  in. 

Within  seconds,  you're  in  touch  with 
an  AT&T  Operator  in  the  U.S.  who  can 
help  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


Bobbi  Coney 
AT&T  Operator 
Pittsburgh,  PA 


So  call  1 800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory. 


AT&T  USADirect' Service. 

\bur  express  connection  to  AT&T  service. 


©  1990  AT&T 


AT&T 

The  right  choice. 


aThe  CIT  Group 

is  ready  to  provide 

$4  billion  of  Flexible 


Funding  to  American 


business  this  year, 
taking  the  crunch 


out  of  credit" 


Albert  R.  Camper,  Jr. 
President,  CEO,  The  CIT  Group 


1991  The  CIT  Group.  Inc. 


The  CIT  Group,  with  over  $11  billion  in  loans  and  leases,  specializes  in 
specific  industries  and  financial  products  designed  to  suit  individual  customer 
needs.  Here  are  brief  descriptions  of  our  capabilities  and  a  list  of  key  contacts: 


BUSINESS  CREDIT, 

Emmanuel  Darmanin,  President.  (212)  270-2723 

Provides  revolving  and  term  loans  which  are  secured  by  accounts 
receivable,  inventories  and  fixed  assets,  and  are  primarily  used  in  acqui- 
sitions, refinancings,  debtor-in-possession  and  turnaround  financing. 

CREDIT  FINANCE,  Drew  Neidorf,  President,  (212)  333-7445 

Provides  collateralized  financing  to  small  and  medium-sized 
businesses  and  special  situations  to  be  used  as  working  capital,  in 
reorganizations,  refinancing,  restructuring,  acquisitions,  leveraged 
buyouts,  and  Chapter  11  conditions. 

CAPITAL  FINANCING. 

Nikita  Zdanow,  President.  (212)  270-6840 

Specializes  in  customized  secured  financing  and  leasing  packages, 
including  the  debt  and  equity  portions  of  leveraged  leases,  for  aircraft 
and  other  major  capital  equipment. 

CAPITAL  INVESTMENTS,  Joel  F.  Raven.  Senior  Vice  President 
and  Managing  Director.  (212)  270-1793     - 

Winks  closely  with  CIT  units  and  through  direct  contacts,  offering 
advisory  and  intermediary  services  to  lessees,  borrowers,  lessors  and 
lenders  in  connection  with  their  various  corporate  financing  require- 
ments. Capital  Investments  is  an  NASI)  member. 

EQUIPMENT  &  PROJECT  FINANCING, 

George  J.  Finguerra.  President.  (212)  270-3662 

Proyides  tailored  equipment  financing  arrangements,  including 
secured  loans,  single  investor  and  debt  and  equih  portion  of 
leveraged  leases,  and  sale  and  leaseback.  Specialized  units  support 
railroad  equipment  finance  and  project  finance. 

EQUITY  INVESTMENTS. 

Paul  J.  Laud.  Senior  Vice  President.  (201)  740-5181 

Purchases  private  issues  of  common  stock,  preferred  stock  and  subor- 
dinated debt  in  providing  capital  to  small  and  mid-sized  companies. 


INDUSTRIAL  FINANCING, 

Robert  J.  Merritt,  President,  (201)  740-5473 

Offers  middle  market  equipment  financing,  including  secured  loans, 
lines  of  credit,  leases,  sale  and  leaseback,  vendor  financing  for  manu- 
facturers, wholesale  and  retail  financing  for  dealers/distributors,  and 
portfolio  acquisition.  It  has  units  which  focus  on  business  aircraft. 
intermediary  and  manufacturers  programs. 

SALES  FINANCING. 

James  J.  Egan,  Jr..  President,  (201)  740-5224 

Markets  a  wide  variety  of  secured  financing  products  covering 
recreational  vehicles  and  manufactured  housing.  Working  through 
dealers  and  vendors,  provides  retail  installment  credit  and  wholesale 
inventory  financing. 

FACTORING.  Francis  X.  Basile,  Chairman,  (212)  382-6805 

Offers  a  full  range  of  factoring  services  to  clients  in  the  apparel,  textile, 
furniture  and  related  industries.  Services  provided  for  the  purchase 
of  accounts  receivable,  including  credit  guarantee,  bookkeeping  and 
collection.  Financing  is  also  provided  in  the  form  of  seemed  and 
unsecured  seasonal  advances,  term  loans  and  letter  of  credit  support. 

MULTI-NATIONAL  MARKETING  GROUP, 

Seiji  Itoh.  Executive  Vice  President.  (212)  270-3950 

Develops  new  relationships  with  U.S. -based  subsidiaries  of  foreign 
corporations  in  need  of  asset-based  financing. 


A  company  of 

Dai-lchi  Kangyo  Bank  and 

Manufacturers  Hanover 
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OPEN  IN  CASE  YOU  VyANT  THE 
DIFFERENCE  50%  OF  THE 
FORTUNE  500  HAVE  CHOSEN. 


years. 

With  assets  that  have 

•ached  $55  biljion.  And 

ith  the  real  Travelers  dif- 
ierence. . .  35,000  employees 
dedicated  to  customer 
satisfaction. 

This  is  how  we  make  a  real  differ 
ence  for  you . 

By  identifying  ways  of  preventing 
losses  and  controlling  insurance  costs. 

By  ensuring  the  health  of  your  work  force 
with  one  of  America's  largest  managed  care 
networks.. 

■ 

By  providing  you  with  a  full  portfolio  of 
pension  investment  options  and  flexible 
record-keeping  services. 

By  making  sure  that  those  who  carry  The 
Travelers  for  their  business  insurance  ne< 
do  so  with  confidence. 

That's  The  Travelers  Way. 

The  Travelers  Companies,  Hartford,  Connecti 

Thelravelers  I 

vou'reber 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


WHY  NOT  AN  ARMY  OF  OCCUPATION  FOR  IRAQ? 

It  has  been  my  belief,  stated  in  columns,  articles  and  too  anyone  believe  that  our  Arab  partners,  who  joined  in 

many  speeches  since  the  Gulf  war  began,  that  after  destroying  much  of  Saddam  Hussein's  military  and  who 

securing  a  military  victory,  which  we  did  with  the  enor-  are  well  aware  of  the  damage  his  undestroyed  weapons 

mously  skillful  and  effective  work  of  our  military  and  can  still  do,  would  object  to  that? 

those  of  our  coalition  partners,  we  should  exact  an  un-  Another  argument  we  frequently  hear,  that  the  corn- 
conditional  surrender  from  Saddam  Hussein.  plete  elimination  of  Saddam  and  his  military  would  create 

We  and  our  allies  should  then  put  an  army  of  occupa-  a  "power  vacuum"  into  which  would  rush  Iran,  Syria, 

tion,  about  90%  to  95%  of  which  should  be  Arab  troops,  etc.,  is  an  equally  invalid  bugaboo.  A  coalition  occupation 

into  Iraq  until  that  country  achieves  a  secure  government  force  would  fill  any  "vacuum,"  and  the  Kurds  and  others 

that  treats  peoples  inside  and  outside  its  borders  humane-  who  have  felt  Saddam's  lash  would  no  doubt  find  such  a 

ly  and  decently.  In  short,  I  believe  the  solution  used  after  "vacuum"  far  preferable  to  the  present  situation. 

WWII  in  Germany  and  Japan  should  be  used  in  the  Gulf.  Finally,  there  is  the  point  about  not  exceeding  our 

What  are  the  arguments  against  this?  U.N.  mandate.  The  U.N.  could  not  have  intended  that  it 

Oddly  enough,  virtually  every  argument  against  an  be  perfectly  all  right  for  Saddam,  having  been  expelled 

occupation  force  for  all  of  Iraq  is  being  made  by  the  from  Kuwait,  to  be  left  with  the  means  to  reinvade  after 

apostles  of  the  conventional  wisdom  who  told  us  why  we  the  victorious  allies  leave  and  the  means  to  continue  to 

should  not  have  sent  troops  to  the  Gulf  and  why  we  terrorize  all  who  disagree  with  him  . 

should  not  have  launched  an  air  and  ground  war.  He  still  has  700  tanks  (4,000  were  destroyed),  some 

Demands  for  unconditional  surrender,  followed  by  an  helicopters  and  enough  military  power  to  cause  a  million 
occupation  force,  they  say,  would  break  up  the  coalition,  or  more  Kurds  to  prefer  the  horrors  of  flight  to  Saddam's 
make  a  martyr  of  Saddam  Hussein,  exceed  the  U.N.  certain  vengeance.  The  U.N.  must  have  foreseen  that 
mandate,  involve  us  in  the  internal  civil  war  in  Iraq  and  even  his  expulsion  from  Kuwait  would  not  change  Sad- 
prolong  the  killing,  etc.,  etc.  All  of  these  voices  were  dam's  brutal  and  aggressive  character  and  his  willingness 
wrong  before.  It  is  odd  that  they  should  continue  to  have  to  use  whatever  strength  he  has.  If  the  U.N.  ever  expect- 
any  credibility  now.  ed  that  Saddam  would  be  left  to  repeat  his  brutalities,  the 

What  are  the  facts?  An  occupation  army  made  up  of  delegates  certainly  never  said  so. 

Saudi,    Egyptian,    Kuwaiti    and    other    moderate   Arab  It  is  reported  that  Saddam  has  "most  reluctantly" 

forces,  with  a  small  contingent  of  non- Arab  troops,  could  accepted  the  permanent  cease-fire.  Much  of  this  docu- 

have  been  (and  still  could  be)  installed  in  Iraq.  This  ment  requires  us  to  accept  the  word  of  Saddam  Hussein 

would  enable  the  victorious  allies  to  depose  Saddam  and  not  to  rearm,  to  destroy  his  nuclear  and  chemical  capabili- 

put  him  away  to  await  trial  for  his  many  war  crimes.  ties,  and  to  pay  reparations,  etc.  All  of  the  obvious  doubts 

There  need  be  no  bargaining  with  a  defeated  Iraq  to  about  our  ability  to  trust  him  would  be  resolved  if, 

see  if  it  would  accept  various  terms.  Nor  would  Iraq  any  instead  of  creating  a  small  buffer  zone  inside  Iraq,  the 

longer  have  any  military  force  at  all,  let  alone  a  force  document  ending  the  war  created  Iraq  itself  as  a  buffer 

stronger  than  most  of  its  neighbors',  as  it  now  has — a  zone,  with  an  occupation  force  and  no  Saddam  Hussein, 

force  strong  enough  to  drive  millions  of  refugees  to  It  is  late  and  much  suffering  has  occurred.  But  it  is  not 

endure  unspeakable  hardships  to  get  out  of  Iraq.  too  late  to  finish  the  job  properly  and  rid  the  world  of  this 

This  occupation  force  could  be  made  up  of  units  that  scourge  against  humanity.  More  important  even  than  that, 

did  not  .participate  to  any  great  extent  in  the  actual  however,  is  the  fact  that  there  is  no  possibility  of  a  lasting 

liberation  of  Kuwait   (thus   not  delaying  their  return  peace  in  the  region,  or  of  anew  world  order  in  which  the 

home),  and  it  would  not  be  "interfering  in  the  internal  world  lives  under  the  rule  of  law,  if  Saddam  Hussein  is  left 

affairs  of  Iraq"  because  it  would  be  the  temporary  govern-  in  power  with  any  military  force  at  his  command.  The  task 

ment  of  Iraq.  of  ensuring  his  compliance  with  the  so-called  cease-fire 

Such  a  force  would  not  break  up  the  coalition.  By  will  prove  to  be  far  greater,  I  fear,  than  the  task  of 

definition  it  would  be  the  coalition's  own  force.  And  does  occupying  Iraq  until  it  has  a  reasonable  government. 
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We've  discovered 
that  green  comes  in  lots 

of  other  colors. 
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The  global  marketplace 
is  rich  with  opportunities  for 
Diebold.  No  surprise  that  it's 
the  target  of  our  growth 
strategies. 

InterBold1/''  a  recent  joint  ven- 
ture of  Diebold  and  IBM  companies, 
offers  automated  teller  machines 
and  other  financial  self-service  systems 
worldwide. 

And  we're  moving  in  the  same 
direction  with  our  physical  and  electronic 
security  products... seeking  distributors, 
acquisitions,  joint  ventures  and  licensing 
agreements  around  the  world. 

Our  strong  cash  position  and  low 
debt  give  us  the  financial  muscle  to  take 
on  new  opportunities.  And  to  realize 
the  corporate  goal  of  international 
industry  leadership. 

An  ambition  we  expect  will  come 
off  with  flying  colors. 

For  a  copy  of  our  annual  report, 
with  news  of  our  38th  consecutive 
annual  dividend  payout  increase,  write 
to  Diebold,  Incorporated,  Investor 
Relations,  Dept.  9-79-M,  P.O.  Box  8230, 
Canton,  Ohio  44711-8230. 


INCORPORATED 
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Discount  the  Fed's  storm  in  a  teacup 


Dont  read  too  much  into  the  newspaper 
stories  reporting  that  Federal  Reserve  Chairman 
Alan  Greenspan's  hands  have  been  tied  by  the 
anti-inflation  hawks  on  the  key  Federal  Open 
Market  Committee.  In  terms  of  the  practical 
impact  on  Federal  Reserve  policy,  the  effect  of 
the  squabble  "will  be  imperceptible,"  says  one 
insider. 

Yes,  there  was  a  row  (actually,  in  early  Feb- 
ruary) when  some  presidents  of  regional  Federal 
Reserve  banks  thought  Greenspan  was  cutting 
interest  rates  too  fast,  too  much.  It  seems  the 
dispute  came  to  a  head  in  early  March,  when 
Greenspan  cut  rates  for  the  third  time  since  last 
December.  But  such  disputes  are  common. 
The  difference  this  time  is  that  the  story  leaked 


Manuel  H. 
Johnson,  former 
vice  chairman, 
Federal  Reserve 
"It's  just  not 
true  that  I  was 
the  source  of 
the  leak." 


rapidly.  Who  leaked  it?  One  Washington  ver- 
sion points  the  finger  at  former  Federal  Reserve 
Vice  Chairman  Manuel  H.  Johnson,  who 
writes  a  private  newsletter  for  his  consultancy 
clients.  "It's  not  true,"  Johnson  tells  us  from 
Tokyo.  "The  Wall  Street  Journal  was  working 
on  the  story  independently."  But  when  John- 
son heard  about  the  Journal  piece,  he  did 
promptly  send  out  a  newsletter,  scooping  the 
newspaper.  Now  friends  say  that  Johnson  is 
keen  to  mend  fences  with  former  colleague 
Greenspan. 

The  roots  of  this  dispute  lie  in  the  hawks' 
fear  that  cutting  rates  too  aggressively  will  refuel 
inflation.  After  the  last  cut,  the  long  end  of  the 
bond  market  rose,  an  indicator  that  the  financial 
markets  also  feared  the  Fed  was  about  to  re- 
ignite  inflation.  So  it  was  no  surprise  that  the 
Fed  paused.  The  most  this  unusually  public 
spat  has  caused  is  a  delay  in  the  Fed's  next  cut. 
One  theory  had  been  that  a  cut  would  follow 
the  jump  in  March's  unemployment  to  6.8%.  A 
cut  could  come  after  this  issue  goes  to  press,  if 
the  latest  price  statistics  confirm  that  inflation 
continues  to  wane. 

For  money  traders,  the  recent  huffing  and 
puffing  is  of  desperate  importance.  But  for  most 
people  the  dustup  at  the  Open  Market  Com- 
mittee meeting  is  no  more  than  a  curiosity.  The 
important  thing  to  remember  is  that  interest 
rates  are  finally  trending  down.  The  Fed  has  not 
yet  grown  so  aggressive  that  there  is  much 
danger  of  stimulating  growth  to  the  point  of 
refueling  inflation.  This  suggests  that,  after 
the  dust  has  settled,  there  should  quite  soon  be 
more  interest  rate  cuts  to  come. 


Great  news  on  Canadian  free  trade 


The  free  trade  agreement  between  the 
U.S.  and  Canada  is  having  a  greater  positive 
impact  than  its  supporters  expected.  Trade 
between  the  two  countries  is  growing  rapidly, 
and  Canada  is  not  suffering  the  way  gloom- 
sters  north  of  the  border  predicted.  Canada's 
merchandise  trade  surplus  with  the  U.S.  in 
1990  was  over  $17  billion,  up  from  $14  billion 
in  1988,  before  the  agreement.  (It's  offset  by 
the  U.S.'  surplus  in  services  of  $5.9  billion.) 

Even  more  important,  reports  William  Dy- 
mond,  minister  in  charge  of  trade  policy  at  Can- 
ada's Washington  embassy,  is  what's  hap- 
pened to  investment  in  Canada.  It  has  been 
strongly  stimulated  by  free  trade's  opportuni- 
ties, including  in  industries  that  were  supposed 
to  be  hurt.  Average  capital  spending  in  1988- 


90  in  primary  metals  and  machinery  is  up  by 
more  than  50%  over  the  pre-agreement  aver- 
age in  1985-87.  And  in  the  petroleum  and  paper 
and  pulp  industries  it  has  doabled.  Even  weak- 
er sectors  have  benefited;  investment  in  textiles 
is  up  24%,  and  in  clothing  manufacture,  17%, 
on  the  same  basis. 

Perhaps  the  most  striking  change,  says  Dy 
mond,  involves  the  outflow  of  capital  from  Can- 
ada. Citing  a  Peat  Marwick  Thorne  study,  he 
says  that  before  the  free  trade  pact,  $1  was  in- 
vested outside  the  country  for  every  $10  in- 
vested at  home.  Now  the  ratio  is  $1  for  every 
$30  invested  in  Canada.  One  hopes  the  lesson 
will  not  be  lost  on  those  who  oppose  the  Bush 
Administration's  drive  to  sign  a  free  trade 
agreement  with  Mexico  by  late  1992.  ■■ 
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THE  FORBES  INDEX 


BY  TIMOTHY  DODMAN 


The  Forbes  Index  (1967=100) 

210 

Current  185.8 1 

200              Previous  187.4 1 

Precent  Change  -0.8% 

190 


Revised  t 
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Latest  data  show  continued  weakness  in  the  economy.  The 
unemployment  rate  rose  to  6.8%  in  March  as  over  8.6 
million  U.S.  workers  are  without  jobs.  New  orders  for 
durable  goods — items  expected  to  last  three  years  or 
more — fell  0.3%  in  February.  This  is  the  third  drop  in 
durable  goods  orders  in  the  last  four  months.  With  a  0.3% 
decline,  February  consumer  installment  credit  registered 
its  third  consecutive  monthly  drop.  Personal  income  rose, 
but  only  0.1%.  Still,  the  bad  news  may  be  abating.  The 
Forbes  Index  posted  its  smallest  decline  in  four  months. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

Auto  sales  year  to  date  vs  1990' 
index  of  leading  indicators  Feb  vs  Jan 

Ward's  Automotive 
Dept  of  Commerce 

-15.3% 
1.1% 

Trade  balance  1 2  months  ended  Jan  1 991 
All-commodity  producer  price  index  Feb  vs  Jan-' 
6NP  4th  quarter  vs.  3rd — annualized  growth 
NBER  Experimental  Recession  Probability  Index1 

Dept  of  Commerce 
Dept  of  Labor 

-$97bil 
0.0%    • 

Dept  of  Commerce 

Natl  Bureau  of  Economic  Research 

-1.6%    j 
4.0% 

:  U.S. -based  manufacturers,  excludes  imports,  as 
2  Wholesale  goods. 3  February  1991. 

of  3/31/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


107 


105 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Kederai  Reserve) 


500 


440 


380 


320 


New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services     •    Total  index 


147 


138 


129 


120 


Consumer  price  indexes  (1982-84  average=100) 

all  urban  cons,  red  (Dept  cf  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


155 


Retail  sales  t'$biliions), 

'Dcot  o'  Commerce) 


Inventories      •    New  Orders 


270 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


2760 


2700 


2640 


2580 


Personal  income  Millions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  ol  Corr 


740 


730 


J 


Consumer  installment  credit  ($billions)  total. 
il  Reserve) 
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Eaton  switches, 
individually  designed  to  perform 
critical  functions  in  spac 
on  earth  and  under  the  s 
So  you'll  find  them  in  aircr 
and  submarines— and  in 

■ 

between— on  computers,  power 
tools,  industrial  machines,  ships, 
cars,  trucks . . . 

Because  Eaton  i, 
one  of  the  world's  larges 
manufacturers  of  switches- 
for  a  world  of  applications 
and  the  severe  environmental 
challenges  they  bring. 

That's  one  thing  that  sets 
Eaton  apart.  Using  innovative 
solutions  is  another. 

At  Eaton,  we're  part  of  your  t 
Solving  today's  problems.  Anticipating 
tomorrow's  need: 

We  do  more  than  make  part 
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We  manufacture  solutions, 


BMWintroducesthe8-Series. 
Nothing  else  stirs  the  inventive 
passion  of  BMW  engineers  like 
the  chance  to  design  a  Grand 
Touring  coupe.  A  car  that  com- 
bines style,  luxury,  and  perfor- 
mance without  regard  for  the 
constraints  of  mass  production. 

For  proof,  consider  the  850i. 
A  Grand  Tourer  so  advanced  it 
merits  the  first  n  ?w  BMW  Series 
designation  in  m  arly  14  years. 


This  imposing  and  immensely 
strong  4,123-pound  car  is  also 
an  aerodynamic  marvel  whose 
sleek  silhouette  creates  a  wind 
hushing  0.29  drag  coefficient. 

Open  the  hand-fitted  door 
and  the  steering  column  tilts  it- 
self back  to  welcome  you  into  a 
leather-rich  sanctum  where  all 
of  your  needs  are  anticipated. 
From  a  seat-integrated  belt  sys- 
tem that  automatically  adjusts 


&  1991  BMW  of  No 


to  your  height  to  a  voice-activat- 
ed cellular  telephone  system. 

You  command  a  296-hp  V-12 
that  is  "the  last  word  in  modern 
piston  engine  technology"  (Per- 
formance Car). This  power  plant 
is  wed  to  a  double-pivot  spring 
strut  suspension  with"unrhraled 
ride  comfort  "(Automobile  Mag- 
azine). Plus  available  ASC+T,a 
genuine  breakthrough  in  safety 
that  dramatically  improves  both 


traction  and  stability.  And  if  you 
wish,  the  first  six-speed  manual 
gearbox  ever  offered  in  a  12  cyl- 
inder production  automobile. 

The  new  flagship  of  the  BMW 
line  is  predictably  expensive.  It 
is  a  Iso  predictably  rather  scarce. 

So  call  800- 334 -4 BMW  soon 
for  more  information  about  the 
850 i.  And  learn  howyour 
soul  can  merge  with  ours. 

THE  ULTIMATE  DRIVING  MACHINE. 
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Citicorp's  new  largest  stockholder  is  no  pussycat:  "I  think  the  management 
has  to  be  more  in  touch  with  reality  and  make  substantive  changes." 

A  blank  check 
it  was  not 


By  William  P.  Barrett 

"I  DO  NOT  SAY  that  Citicorp  is  rosy 
now.  It's  facing  difficult  problems 
with  less  developed  country  loans.  It's 
facing  difficulties  with  real  estate 
loans,  with  highly  leveraged  transac- 
tions. It  needs  to  reserve  more." 

This  is  Citicorp's  largest  sharehold- 
er talking:  Alwaleed  Bin  Talal  Bin 
Abdulaziz  Al  Saud,  36,  the  Saudi 
prince  who  revealed  in  February  he 
had  invested  nearly  S800  million  to 
buy  what  likely  will  become  about 
13%  of  Citicorp's  common  equity. 

Some  people  think  Alwaleed  got  a 
sweetheart  price:  His  preferred 
shares,  around  70%  of  his  stake,  are 
convertible  into  common  at  a  few 
pennies  per  share  above  the  recent 
common  price  of  S15.75.  While  Al- 
waleed, too,  thinks  he  got  a  bargain, 
he  is  also  critical  of  the  way  the  bank- 
ing company  has  been  run. 

American-educated   (Menlo   Col- 
lege), Alwaleed  is  an  energetic  bil- 
lionaire  businessman   and   banker 
based  in  Riyadh  (FORBES,  Aug.  8, 
1988).  This  is  the  only  interview  he 
has  given  since  his  Citicorp  hold- 
ings became  known. 

While  generally  supporting  the 
team  of  managers  under  Citicorp 
Chairman  John  Reed,  Alwaleed  savs 
he  expects  results.  "They  could  do 
better,"   he   says.    "I   think  they 
could  cut  costs  more,  sell  some 
assets  here  and  there.  This  thing 
could  be  managed  more  properlv. 
I  think  the  management  has  to  be 
more  in  touch  with  reality  and 
make  substantive  changes  in  the 
way  it  runs  Citicorp." 

Why  invest  in  Citicorp?  Simple, 
says  the  prince:  "In  the  la  18 
months  I  watched  the  stock  go 
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from  35  to  103A.  It  was  very  tempting, 
almost  half  its  book  value.  The  fran- 
chise of  Citicorp  internationally  is  un- 
matched bv  anv  other  bank  in  the 
world." 

Moreover,  he  declares,  the  bank's 
problems  with  real  estate  and  overseas 
loans  have  been  "greatly  exagger- 
ated" and  will  be  overcome  once 


management  gets  its  act  together — 
which  he  thinks  is  beginning  to  hap- 
pen. Citibank,  he  says,  "will  reach  full 
potential  within  the  coming  two  to 
three  years."  He  rules  out  the  possi- 
bility of  a  bank  failure  and  says  the 
stock  will  hit  30  by  1994.  If  it  does,  he 
will  have  a  paper  profit  of  more  than 
S800  million. 

Last  fall,  when  Citicorp  common 
was  at  a  ten-year  low  amid  concerns 
over  the  nation's  banking  system  and 
the  company's  relatively  thin  capital, 
he  started  buying  shares  on  the  open 
market.  He  paid  $206  million  to 
amass  16.6  million  shares — 4.1%  of 
the  now  outstanding  plus  conver- 
sions, at  an  average  price  of  $12.40. 
(Alwaleed's  paper  gain  here  is  already 
nearly  $56  million.) 

It  was  from  these  purchases,  John 
Reed  later  told  an  interviewer,  that 
Citicorp  "first  stumbled"  upon  Al- 
waleed— actually  a  longtime  Citi- 
bank   customer.    Responds    a 
slightly  rankled  prince:  "John 
Reed  may  have  stumbled  upon 
me,  but  I  didn't  stumble  upon 
Citicorp." 

At  any  rate,  under  pressure 
from  regulators  to  increase  its 
capital  base  and  somewhat  ner- 
vous about  testing  the  public 
markets,  Citicorp  asked  Alwa- 
leed if  he  was  willing  to  increase 
his    investment.    He    was — at   a 
price.  He  agreed  to  purchase  $590 
million  worth  of  newly  issued  con- 
vertible preferred  stock,  which  could 
be  convened  into  36.9  million  com 

Prince  Alwaleed  Bin  Talal 
They  could  do  better. 
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mon  shares,  or  9%  of  the  outstanding, 
assuming  conversions.  The  preferred 
carries  a  handsome  11%  dividend  (the 
common  nowyields  6.3%),  is  noncall- 
able  for  five  years  and  is  convertible 
into  common  at  $16  a  share.  That's  a 
surprisingly  small  4%  premium  above 
the  $15.38  market  price  when  the 
deal  was  made  final  in  late  February. 

Says  the  prince:  "I  got  a  good  price 
because  I  was  the  only  person  willing 
to  buy  during  the  Gulf  war — I 
thought  it  would  end  quickly — peo- 
ple were  worried  about  U.S.  banks, 
and  because  Citicorp  knew  I  could 
always  resume  buying  the  common 
on  the  open  market."  A  little  brinks- 
manship,  in  other  words.  Open-mar- 
ket purchases  wouldn't  have  added 
anything  to  Citicorp's  slender  equity 
base,  then  less  than  $10  billion,  sup- 
porting a  large  $217  billion  of  assets. 

At  the  time,  press  reports  suggested 
that  Alwaleed  would  keep  the  con- 
vertible preferred  and  sell  the  com- 
mon. However,  he  now  says  that  by 
October  he  will  ask  for — and  expects 
to  get — Federal  Reserve  permission 
to  retain  both  stakes.  "I  hope  to  keep 
it  all,"  he  says.  If  so,  he'll  likely  be 
offered  a  seat  on  Citicorp's  board. 

Alwaleed — who  affirms  serious  talk 
in  the  past  about  being  a  "corporate 
raider" — isn't  giving  Citicorp  man- 
agement a  blank  check.  He  expects  to 
have  regular  meetings  with  manage- 
ment to  get  his  ideas  across.  "I  can 
keep  an  eye  on  the  whole  thing  with- 
out being  inside,"  he  says. 

His  other  business  interests  include 
Kingdom  Establishment,  a  Riyadh- 
based  real  estate  and  construction 
company,  and  a  25%  stake  in  United 
Saudi  Commercial  Bank  (assets,  $2 
billion).  He  serves  as  the  bank's  chair- 
man, which  he  says  has  helped  give 
him  the  experience  to  evaluate  Citi- 
corp. "A -bank  is  a  bank,  whether  it  is 
big  or  small,"  he  says.  "The  only 
difference  is  more  zeros." 

Alwaleed  says  his  Citicorp  stake  is 
all  his  own  money  and  his  largest 
investment  outside  Saudi  Arabia.  "I 
believe  in  diversification  of  risk,"  he 
says.  "It  just  happens  this  is  a  big 
diversification."  Three  years  ago  Al- 
waleed said  he  hoped  to  be  worth  $5 
billion  by  1998.  If  he  can  pick  up  that 
hoped-for  $800  million  profit  on  his 
Citicorp  stake,  he'll  get  a  big  boost 
toward  the  goal.  Bl 


Cargill,  America's  biggest  privately 
held  company,  is  about  to  launch  an 
ESOP— and  take  a  step  to  public  ownership. 

End  of  an  era 


By  Marcia  Berss 


On  June  1,  Cargill  Inc.,  the  125- 
year-old  reclusive  Minnesota  agri- 
business giant,  will  take  what  looks 
like  a  first  step  toward  the  world  of 
public  ownership.  That's  the  date  the 
obsessively  private  Cargill  and  Mac- 
Millan  families  who  own  the  company 
will  establish  an  employee  stock  own- 
ership plan  and  begin  selling  shares  to 
employees. 

This  will  mark  the  first  time  since 
early  in  this  century — when  the  firm 
was  in  trouble  and  John  MacMillan 
Sr.  (who  wed  founder  William  Car- 
gill's  daughter)  had  to  pay  workers  in 
stock  (he  soon  bought  it  back) — that 
someone  with  a  surname  other  than 
Cargill  or  MacMillan  has  owned  com- 
mon equity  in  the  company. 

Older  family  members  deny  Cargill 
is  about  to  go  public.  Yet  for  at  least 
three  years  the  eight  fourth-genera- 
tion MacMillans  and  Cargills  who 
own  the  firm  have  quietly  sought 
liquidity  for  their  stock.  The  family 
cry,  according  to  one  member:  "We 
want  egress." 

Most  of  the  eight  are  in  their  60s 
now.  They  have  spawned  around  25 
fifth-generation  children.  The  entire 
family  shares  annual  dividends  total- 


ing $20  million  or  so,  a  pittance  when 
contrasted  against  the  company's 
book  value  of  $3.8  billion,  and  a  yet- 
to-be-finalized,  ESOP-based  market 
value  of  considerably  more.  (Were 
Cargill  public,  its  revenues — $42  bil- 
lion in  1990 — would  rank  it  ninth  on 
the  Forbes  Sales  500,  beginning  on 
page  168.) 

"There's  no  big  rush  for  anyone  to 
get  out,  but  we  want  to  create  a  third 
market,"  states  one  family  member. 
An  ESOP  provides  liquidity  and  meets 
the  family's  wish  to  keep  the  company 
private.  The  first  sale  to  the  ESOP  will 
put  just  10%  to  1 5%  of  the  company  in 
the  employees'  hands  and  maybe  up- 
wards of  $1  billioi  in  the  family's 
pocket.  The  family  member  adds: 
"Maybe  in  three  or  four  years,  we'll 
want  to  sell  more." 

That  will  be  a  crucial  time  for  Car- 
gill, since  about  then  several  top  man- 
agers are  expected  to  retire.  Earlier 
this  year,  Chairman  Whitney  MacMil- 
lan, 61,  ducked  naming  his  successor 
when  Cargill's  president,  not  a  family 
member,  died.  Instead,  he  appointed 
a  man  his  own  age,  who,  like  MacMil- 
lan, must  retire  at  65  from  manage- 
ment. Three  other  top  men  are  also 
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Cargill 

due  to  retire  by  1995. 

One  thing  is  clear.  The  next  head 
won't  be  a  MacMillan  or  a  Cargill.  A 
handful  of  family  members  do  work 
for  the  company,  but  ail  are  under  40. 
So  now  the  race  begins  for  the  top  job. 
A  front-runner:  Robert  Lumpkins, 
45,  chief  financial  officer. 

Whoever  runs  Cargill  will  face 
tough  challenges.  Beef  sales,  where  it 
is  number  three  and  supplies  $5.7 
billion,  or  16%,  of  the  U.S.'  needs,  are 
down  as  Americans  shun  red  meat. 
Cargill  admits  it  lost  money  on  beef  in 
1989  and  1990.  It  also  produces 
poultry,  and  chicken  consumption  is 
up.  But  insiders  claim  Cargill  is  losing 
money  in  poultry.  And  industry  men 
wonder  why  it's  not  expanding  chick- 
en output,  like  many  rivals  trying  to 
keep  up  with  demand. 

The  company  admits  it  is  reevaluat- 
ing its  meat  and  poultry  strategy. 
Cargill  is  not  shy  about  shedding 
declining  businesses.  In  1989  it  sold 
its  market-leading  but  moneylosing 
egg  operation.  One  possibility  would 
be  to  market  its  chicken  and  beef 
under  a  brand  name,  as  others  in  the 
business  have  done.  Cargill  has  ex- 
perimented with  brand  names,  so  far 
without  much  success. 

Other  parts  of  the  company  are 
doing  better,  notably  its  enormous 
corn  refinery  operations.  High-fruc- 
tose corn  syrup  has  replaced  sugar  as  a 
cola  and  beer  ingredient;  through 
most  of  the  1980s  corn  sweetener 
consumption  grew  at  an  annual  com- 
pound rate  of  13%,  huge  for  a  com- 
modity. But  even  so,  Cargill's  return 
on  total  capital  averaged  just  6.8% 
during  the  1984-90  period.  This  was 
well  behind  the  9.1%  of  competitor 
Archer  Daniels  Midland.  Last  year 
Cargill  had  record  earnings  of  $372 
million  and  return  on  capital  of  7.9%, 
versus  1 1 .2%  for  adm. 

Many  family  members  say  they 
want  to  keep  as  much  of  their  money 
as  possible  inside  the  company.  "Our 
best  investment  is  Cargill,"  says  one. 
Older  family  members  are  frightened 
the  fifth  generation  will  squander 
their  inheritance. 

The  fear  is  certainly  a  plausible  one. 
But  after  a  temporal  point,  beyond 
trying  to  impart  strong  moral  values 
and  common  sense,  there  is  little  the 
Cargills  or  MacMillans  or  anyone  else 
can  do  about  it.  ■■ 
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For  65  years  the  railroads  and  their  unions  have 
been  playing  a  game,  with  Congress  as  the  very 
partial  referee.  The  unions  usually  win,  but  each 
time  they  do  the  industry  gets  smaller. 

Round  and 
round  we  go 


By  James  Cook 

After  three  years  of  negotiations, 
the  $28  billion  railroad  industry 
seems  once  again  on  the  verge  of 
being  shut  down  by  a  strike.  But  these 
rail  strikes  have  a  certain  air  of  the- 
ater— more  noise  and  gesturing  than 
anything  much  else.  When  the  unions 
walk  out,  Congress  promptly  steps  in 
on  the  grounds  of  a  national  emer- 
gency, orders  the  men  back  to  work 
and  directly  or  indirecdy  dictates  the 
terms  of  a  settlement.  The  unions  get 
a  good  deal  of  what  they  want. 

More  than  a  year  ago,  the  railroads 
and  the  1 1  unions  that  represent  95% 
of  their  employees  found  they 
couldn't  agree  on  a  contract.  So  the 
matter  went  to  the  National  Media- 
tion Board  and  then  to  a  Presidential 
Emergency  Board.  When  the  board 
failed  to  produce  any  solutions  either 
side  would  accept,  the  unions,  after  a 
60-day  cooling-off  period,  were  at  last 
free  to  strike — at  midnight  Apr.  16. 

Mandated  by  the  Railway  Labor 
Act  of  1926,  this  multistage  process  is 
an  ordeal  no  other  U.S.  industry  has 
to  endure,  and  the  ordeal  has  long 
since  outlived  the  purpose  for  which  it 
was  intended  65  years  ago.  Though 
once  the  railroads  seemed  so  vital  to 
the  U.S.  economy  that  in  1946  the 
government  took  them  over  and  ran 
them  itself,  times  have  changed,  and 
the  railroads  don't  have  the  clout  they 
used  to.  Maybe  by  now  the  U.S.  could 
survive  a  major  disruption  in  rail  ser- 
vice. But  the  politicians  could  not 
survive  the  outcries  from  the  labor 
unions  among  their  su,  porters,  the 
commuters  who  depend  on  the  rail- 
roads to  get  to  work  and  the  bulk 


commodity  producers  that  would  be 
cut  off  from  their  markets.  And  so  the 
ritual  is  maintained:  The  railroads  ask 
for  a  reasonable  settlement  and  a  re- 
duction in  the  scandalous  featherbed- 
ding  that  afflicts  the  industry;  the 
unions  stonewall  them;  Congress 
steps  in  and,  after  solemnly  deliberat- 
ing, the  unions  come  out  the  clear 
winner. 

As  a  result  of  this  predictable  cha- 
rade, old  issues  that  have  divided  rail- 
road management  and  labor  for  de- 
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cades  are  never  really  dealt  with.  In- 
deed, that  may  be  why  the  issue  so 
regularly  winds  up  with  Congress. 
The  issues  are  so  difficult,  so  rooted  in 
history  and  tradition,  that  both  sides 
would  rather  not  confront  them 
head-on.  Where  the  negotiations  al- 
ways come  a  cropper  is  over  the  work 
rules,  many  of  them  instituted  nearly  a 
century  ago,  when  the  railroads  were 
top  dog  and  their  technology  a  lot  less 
sophisticated. 

Such  work  rules  not  only  restrict 
the  operating  flexibility  the  railroads 
need  to  compete  these  days  but  also 
increase  their  costs  and  deny  them  the 
pricing  flexibility  they  need. 

For  over  a  century,  the  railroads 
have  measured  the  basic  workday  for 
train  crews  not  in  hours  but  in  miles.  A 
hundred  miles  was  a  day's  pay,  and 
after  100  miles  you  got  overtime. 
Over  the  years,  however,  train  speeds 
rose  from  the  12.5  miles  an  hour 
implicit  in  the  100-mile  yardstick  es- 
tablished in  1917  to  22  miles  an  hour, 
so  that  these  days  a  railroader  travels 
175  miles  in  an  8 -hour  workday  and 
earns  1.75  times  a  day's  pay  for  his 
efforts.  In  1985  the  unions  agreed  to 
extend  the  workday  to  1 08  miles,  but 
the  railroads  argue  that  a  160-mile 


day  is  more  realistic.  Go  from  108  to 
160  miles,  and  you  cut  wage  costs  by 
43%.  The  unions  want  to  keep  the 
basic  day  as  it  is.  The  Emergency 
Board  proposed  splitting  the  differ- 
ence, more  or  less,  with  a  gradual 
increase  in  the  workday  to  130  miles. 

The  crew  consist  issue  is  equally 
thorny:  How  many  men  do  you  need 
to  run  a  train?  In  the  days  of  steam 
locomotives,  you  needed  five — an  en- 
gineer, a  fireman,  a  conductor  and 
two  brakemen.  That  changed  when 
the  diesel  supplanted  the  steam  loco- 
motive, and  after  two  decades  of  ne- 
gotiation the  industry  got  rid  of  the 
fireman  and  the  second  brakeman  on 
some  trains.  Now  it  wants  to  elimi- 
nate the  remaining  brakeman,  and  the 
unions  are  understandably  opposed. 
Many  railroads  have  worked  out  the 
issue  in  local  negotiations,  but  it  re- 
mains a  significant  national  problem. 
According  to  one  estimate,  a  change 
in  the  crew  consist  would  eliminate 
22,000  unneeded  employees  and  save 
the  railroads  $1.3  billion  a  year. 

Because  the  railroads  would  cer- 
tainly pay  a  price,  the  bottom-line 
savings  would  be  much  less.  As  part  of 
the  deal  for  scrapping  the  fireman  and 
second     brakeman,     the     railroads 


Long  Island 
railroaders 
walk  off  the  job 
in  1946's 

industrywide  strike 
In  those  days 
the  railroads 
were  so 
important  to 
the  economy 
that  the 
government 
took  over  the 
industry.  Today 
they  are  far  less 
important,  but 
Congress  keeps 
intervening— 11 
times  in  the 
past  30  years- 
just  the  same. 


agreed  to  pay  additional  wages  to  the 
three  crew  members  that  remained. 
And  in  part  that  is  why  in  the  Eighties 
the  railroad  unions  gained  more  for 
their  members  than  any  other  labor 
union  and  why  the  railroads  cut  their 
payroll  costs  only  16%  on  a  45%  re- 
duction in  employment. 

These  days,  however,  the  railroads 
complain  they  have  given  too  much 
away.  Railroad  workers  are  among  the 
highest  paid  in  the  U.S.,  in  fourth 
place  at  $55,924  a  year,  behind  stock- 
brokers, oilmen  and  investment  bank- 
ers. These  averages  are  so  far  out  of 
line  with  the  rest  of  the  transportation 
industry,  never  mind  industry  in  gen- 
eral, that  the  railroads  would  like  to 
freeze  wages  and  give  the  rest  of  the 
world  time  to  catch  up.  The  Emer- 
gency Board  didn't  buy  that.  It  rec- 
ommended annual  lump  sum  pay- 
ments, various  general  wage  increases 
over  the  next  four  years  and  cost-of- 
living  adjustments  that  could  cost  the 
industry  as  much  as  $7.5  billion. 

But  the  old  game,  so  convenient  for 
the  unions,  so  convenient  for  the 
politicians,  is  getting  risky.  Between 
competition,  technology  and  labor- 
management  intransigence,  the  rail- 
roads and  their  unions  are  being  re- 
duced to  inconsequence.  Where  once 
the  railroads  owned  75%  of  the  na- 
tion's intercity  transportation  reve- 
nues, these  days  they  boast  less  than 
15%,  and  where  once  they  employed 
over  1.5  million  people,  they  now 
employ  a  mere  250,000. 

Until  they  were  effectively  deregu- 
lated a  decade  ago,  the  railroads  could 
pass  much  of  their  costs  on  to  their 
customers  in  the  form  of  higher  rates. 
But  no  more.  The  market's  too  com- 
petitive, and  so  the  union  agreements 
that  the  industry  has  lived  with  for  half 
a  century  have  come  to  seem  not  only 
insupportable  but  also  a  threat  to  the 
survival  of  the  industry. 

Would  these  issues  and  others  like 
them  have  been  resolved  without  the 
elaborate  ritual  of  the  Railway  Labor 
Act?  Certainly  other  industries,  with- 
out benefit  of  the  act,  have  made 
more  progress  against  restrictive 
union  rules  than  the  railroads  have. 
Congress  put  the  railroads  on  a  par 
with  the  rest  of  industry  in  deregulat- 
ing them  a  decade  ago.  It  may  be  time 
to  do  the  same  with  railroad  labor 
relations  as  well.  WM 
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Walt  Disney  Co.'s  purchase  of  the  Muppets  is  history. 
So  why  is  Miss  Piggy  still  dancing  at  Disney  World? 

Did  Mickey 
shaft  Kermit? 


By  Lisa  Gubernick 

"A  business  association  made  in  fam-  53,  died  of  a  massive  bacterial  infec- 

ily  entertainment  heaven,"  was  how  tion.  Eisner  assured  the  children  that 

Walt  Disney  Co.  Chief  Executive  Mi-  Disney  would  hew  to  the  original 

chael  Eisner  characterized  Disney's  deal.  Negotiations  proceeded, 

planned  purchase  of  Jim  Henson  Pro-  With  not  even  so  much  as  a  tempo- 
ductions  in  August  1989. 


In  return  for  $150  million, 
partly  in  common  stock, 
Disney  would  get  the  Hen- 
son  film  library,  along  with 
merchandising  rights  to 
several  Henson  characters, 
including  Kermit  the  Frog 
and  Miss  Piggy. 

The  deal  has  degenerat- 
ed into  family  entertain- 
ment hell.  For  starters, 
there  was  a  clash  of  corpo- 
rate cultures.  "It  was,"  says 
one  former  Henson  writer, 
"like  the  Grateful  Dead  go- 
ing to  work  for  IBM." 

Style  aside,  there  were 
tough  commercial  issues  to  resolve,  rary  licensing  agreement  between  the 
Not  least  among  them:  what  to  do  Henson  heirs  and  Disney,  Here  Come 
with  Big  Bird  and  Cookie  Monster,  the  Muppets,  a  live  stage  show  featur- 
Though  those  Muppets  weren't  part  ing  Kermit  and  Miss  Piggy,  opened  at 
of  the  deal — they  are  controlled  by  Disney  World.  The  Henson  organiza- 
Children's  Television  Workshop —  tion  was  completing  final  production 
Disney  wanted  to  limit  their  use,  pre-  on  a  3-D  Muppet  film,  created  cspe- 
sumably  to  enhance  the  value  of  the  daily  for  a  multimillion-dollar  theater 
Muppets  it  was  buying.  in  Disney  World. 

Nine  months  after  the  preliminary  Disney  had  agreed  to  restructure 


The  Muppets  meet  the  Mouses  at  Disney  World 
Has  Disney  purloined  Miss  Piggy? 


agreement,  there  was  still  no  deal.  But 
plans  marched  ahead  for  Muppet  at- 
tractions at  Disney  World,  movies  and 
television  projects.  Lisa  Henson,  30, 
Jim's  eldest  child  and  an  executive  at 


the  deal  to  include  preferred  stock 
rather  than  common  to  help  Hcn- 
son's  heirs  cope  with  their  inheritance 
tax  problems.  A  simple  fix.  Then, 
according  to  the  Hensons,  in  Decern - 


Warner  Bros.,  along  with  her  brother,      ber  there  was  a  final  week  of  ncgotia 


Brian,  27,  made  plans  to  go  to  Disney 
to  help  run  their  father's  operation. 
Disney  even  started  to  produce  Mup- 
pet T  shirts  with  Miss  Piggy,  copy- 
righted by  Disney. 

Then,  in  May  1990,  Jim  Henson, 


tions,  and  Disney  told  the  Hensons 
that  if  they  closed  all  the  points  and 
didn't  ask  for  more  money,  they 
would  finish  the  deal.  While  the  legal 
team  rushed  through  the  last  of  the 
negotiations,    the    Henson    creative 


team  finished  up  the  last  of  its  work  on 
the  3-D  movie. 

Negotiations  went  fine  until  the 
last  day,  when  Disney  demanded  a  cut 
in  price  of  about  $25  million.  Frank 
Wells,  Disney's  president,  claims  that 
the  Hensons  demanded  new  indem- 
nities not  in  the  original  deal.  That, 
coupled  with  receivables  lower  than 
projected,  according  to  Disney's  cal- 
culations, meant  that  Disney  would 
be  assuming  $75  million  in  additional 
liabilities.  (The  Hensons  say  that  fig- 
ure is  vasdy  inflated.)  Disney  was  will- 
ing to  assume  $50  million,  says  Wells, 
and  Henson's  heirs  would  have  to 
assume  the  remaining  $25  million. 
The  Hensons  counteroffered.  Disney 
refused.  The  deal  was  off. 

The  Hensons  then  asked  Disney  to 
limit  the  Muppet  presence  at  Disney 
World.  No  Muppets  would 
stroll  about  the  property, 
but  Miss  Piggy's  stage  show 
would  continue.  Because 
the  3-D  movie  was  so  close 
to  completion,  the  Hen- 
sons agreed  to  continue  ne- 
gotiations regarding  pay- 
ment for  the  stage  show 
and  the  film. 

The     Hensons     figured 
they  could  take  the  Mup- 
pets to  another  entertain- 
ment company.   But  they 
discovered  that  as  long  as 
Miss  Piggy  was  onstage  at 
Disney  World,  mca  didn't 
want  her  down  the  road  at 
Universal  Studios.   In  other  words, 
Disney  has  effectively  blocked   the 
Hensons  from  selling  to  another  stu- 
dio. Disney  is  currently  paying  the 
Hensons  nothing  for  either  the  Mup 
pets  stage  show  or  the  movie. 

Early  this  month,  Disney  was  mov- 
ing ahead  with  plans  to  premiere  the 
3-D  film  on  Apr.  27.  "It's  98%  certain 
some  legal  action  will  be  under  way," 
says  a  member  of  "the  Henson  camp, 
which  has  just  signed  up  Hollywood's 
powerful  Creative  Artists  Agency  to 
represent  it  in  negotiations  with  Dis 
ney  and  others.  A  lawsuit  appears  to 
be  a  no-win  proposition  for  the  1  len 
sons.  Legal  fees  will  erode  the  estate, 
suits  take  time,  and  the  longer  the 
Muppets  are  in  the  Disney  park,  the 
less  interesting  they  will  be  to  another 
studio.  Once  again,  Disney's  Michael 
Eisner  wins  big.  h 
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Farmers 
ofVaquerias 
The  peasants  put 
up  land  and  labor, 
businessmen 
put  up  capital  and 
knowhow,  and 
the  profits,  if  any, 
are  split  down 
the  middle. 


President  Carlos  Salinas  is  finally  tackling  the  farm 
policies  that  keep  Mexicans  hungry.  There  are  big 
political  risks  but  tremendous  economic  benefits. 

Land  and  life! 


By  Claire  Poole 

Some  160  miles  southeast  of  Laredo, 
Tex.  sits  a  10, 000 -acre  Mexican  farm- 
ing community  called  Vaquerias.  A 
year  ago,  most  of  the  land  was  scrubby 
and  parched.  The  wheat  and  corn 
grown  there  barely  fed  the  campesi- 
nos'  families;  there  was  little  in  the 
way  of  £ash  crops. 

Today  that  same  stretch  of  land  is 
bountiful.  On  one  sunny  December 
afternoon,  a  farmer  harvests  neat  rows 
of  beans  atop  a  shiny  new  $110,000 
John  Deere  combine,  shadowed  by 
another  farmer  clearing  the  land  to 
plant  wheat  in  its  place.  The  fields  are 
moistened  with  long  rows  of  expen- 
sive sprinkler  systems.  New  roads  and 
electricity  lines  lead  to  the  nearest 
town,  Morones  Prieto,  where  farmers 
are  busy  fixing  the  roofs  of  their  adobe 
houses,  planting  trees  in  the  town 


square  and  driving  around  in  new 
pickup  trucks. 

For  this  burst  of  agriprosperity 
Mexican  President  Carlos  Salinas  de 
Gortari  deserves  much  credit.  One 
year  ago,  in  a  bold  political  gamble,  he 
approved  a  joint  venture  pairing  the 
peasants  ofVaquerias  with  a  Monter- 
rey cookie  company  called  Empresas 
Gamesa.  With  some  help  from  the 
state,  the  company  would  put  up  the 
capital  to  buy  the  tractors,  build  irri- 
gation works  and  otherwise  bring  the 
farmers  into  the  20th  century.  In 
return,  Gamesa  would  get  half  of  the 
profits  on  the  crop  sales — and  a  guar- 
anteed supply  of  wheat  for  its  cookies. 

Logical  as  the  deal  sounds,  it  took 
courage  on  the  part  of  the  Mexican 
president.  Mexican  tradition,  both 
revolutionary  and  prerevolutionary, 


holds  sacred  communal  land  owner- 
ship. Restoring  communal  ownership 
against  encroachments  by  big  hacien- 
das was  a  big  part  of  what  the  bloody 
and  protracted  1910  Mexican  Revo- 
lution was  all  about. 

For  all  its  economic  liberalization 
in  recent  years,  Mexico  has  failed  to 
do  much  about  the  obsolete  agricul- 
tural policies  that  keep  its  people 
hungry.  Nearly  a  third  of  Mexico's 
population  still  lives  in  rural  areas  but 
produces  only  8%  of  the  nation's  gross 
domestic  product.  Because  they  lack 
sufficient  water  and  modern  equip- 
ment, the  farmers  are  not  very  pro- 
ductive and  thus  mostly  live  in  abject 
poverty.  Their  children  flock  to  the 
cities  in  a  desperate  search  for  pesos  or 
slip  across  the  border  into  the  U.S. 

In  recent  yean  the  situation  has 
gone  from  grim  to  grimmer.  Mexico's 
population,  around  14  million  when 
the  revolution  simmered  down  in  the 
1920s,  is  88  million  today  and  adding 
1.8  million  additional  people  each 
year.  But  food  production  has  fallen. 
In  1989,  the  last  year  for  which  fig- 
ures are  available,  agricultural  pro- 
duction was  down  3%,  the  third 
downturn  since  1986.  Mexico  has 
become  a  net  importer  of  such  staples 
as  corn  and  wheat,  and  is  the  world's 
biggest  milk  importer.  Last  year  Mex- 
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Mexican  agriculture 

ico  imported  $4.8  billion  worth  of 
agricultural  products,  draining  sorely 
needed  foreign  exchange  that  could 
otherwise  go  for  job-creating  imports 
of  capital  goods. 

Over  half  of  Mexico's  farmland  still 
functions  under  an  archaic  system 
known  as  the  ejido,  the  ancient  Indian 
tradition  of  communal  farming.  Dur- 
ing the  Mexican  Revolution,  amidst 
cries  of  "Land  and  liberty!"  big  plan- 
tations or  haciendas,  efficient  but  op- 
pressive, were  broken  up,  and  the 
state  took  the  land,  giving  the  ejido 
farmers  the  right  to  cultivate  it  in 
common  and  pass  their  rights  on  to 
their  children.  As  Mexico's  popula- 
tion swelled,  the  ejidos  became  terri- 
bly overcrowded  and  inefficient,  and 
lacked  any  ability  to  raise  capital  to 
make  improvements. 

To  keep  the  farmers  from  pledging 
and  losing  their  land,  the  government 
wouldn't  allow  them  to  borrow 
against  it  to  buy  seeds,  fertilizer  or 
equipment  to  cultivate  it.  It  was  a 
system  geared  to  subsistence  farming 
and,  however  hallowed,  condemned 
most  Mexican  agriculture  to  low  pro- 
ductivity. Yet  it  was  so  rooted  in 


Mexican  President  Carlos  Salinas 
Mixing  business  with  agriculture  is 
difficult,  but  the  president  does  not  use 
difficulty  as  an  excuse  for  inaction. 


tradition  as  to  be  untouchable  even  by 
reformers. 

Great  crises,  however,  often  spawn 
great  reforms,  and  Mexico's  politi- 
cians are  finally  coming  to  grips  with 
the  fact  that  capitalist  farming  puts 
more  food  on  the  table  than  does 
adherence  to  an  idealized  past.  At  a 
dinner  in  late  1988,  President  Salinas 
asked  a  group  of  Monterrey  business- 
men to  think  of  ways  to  help  raise 
Mexican  food  production. 

Alberto  Santos,  chairman  of  Em- 
presas  Gamesa,  resurrected  an  idea 
that  had  been  rejected  as  politically 
dangerous  by  President  lose  Lopez 
Portillo  in  1979.  Most  of  Gamesa's 
supply  of  wheat  for  its  cookies,  said 
Santos,  was  trucked  at  great  expense 
and  delay  from  the  state  of  Sonora, 
some  600  miles  from  Monterrey.  San- 
tos envisioned  a  joint  venture  in  his 
own  state  of  Nuevo  Leon  in  which  the 
ejidos  would  provide  the  land  and 
labor,  and  Gamesa  the  capital  and 
technology  to  grow  wheat  for  Game- 
sa's cookies.  The  peasants  who  put  up 
the  labor  and  the  land  would  split  the 
profits  on  the  wheat  sales. 

Salinas,  his  family  from  a  rural  town 
in  Nuevo  Leon,  saw  the  political  diffi- 
culties of  mixing  business  with  agri 
culture.  But  the  man  who  dared  to  jail 
the  corrupt  but  powerful  leader  of 
Mexico's  oil  workers  union  isn't  ac- 
customed to  using  difficulty  as  an 
excuse  for  inaction.  Salinas  personally 
okayed  the  Vaquerias  project  in  May 
1990.  Santos  hired  Pablo  Livas,  a 
family  friend  with  an  agriculture  de- 
gree from  Texas  a&m  University,  to 
help  him  set  up  the  Vaquerias  project, 
and  work  began  promptly  in  June. 

Vaquerias  is  just  one  of  79  pilot 
agricultural  projects  taking  place  in 
Mexico.  In  the  northern  region 
known  as  La  I^aguna,  Mexico's 
Grupo  Trasco,  which  processes  chick- 
en for  Tyson  Foods,  and  Japan's  C. 
Itoh  &  Co.  Ltd.  are  working  with 
ejidos  to  convert  cotton  and  alfalfa 
farms  into  chicken  farms.  Trasco  and 
C.  Itoh,  which  are  investing  $100 
million,  are  planning  to  expand  into 
the  central  state  of  Zacatccas  so  they 
can  export  more  chicken  parts  to  Ja- 
pan and  to  Kentucky  Fried  Chicken 
outlets  across  Latin  America. 

In  the  Yucatan,  a  group  of  Mexican 
investors,  with  other  sources,  has 
committed  $80  million  over  the  next 


four  years  to  expand  pork  breeding 
and  processing  facilities  with  the  eji- 
dos. And  in  the  southeastern  state  of 
Chiapas,  Mexican  cigarette  compa- 
nies Cigatam,  which  has  licenses  for 
several  Philip  Morris  brands,  and  La 
Mode'rna  are  investing  $20  million  to 
expand  their  tobacco  growing  and 
drying  business  using  the  ejidos.  Now 
Tropicana  and  Procigo,  a  Mexican 
juice  company,  want  to  plant  $13 
million  worth  of  orange  groves  in  the 
state  of  Veracruz  on  ejido  land.  Other 
projects  are  being  developed  with  eji- 
dos in  forestry,  malt,  rubber,  grapes, 
milk,  cattle,  cotton  and  coffee. 

All  this  is  only  a  start.  There's  now 
talk  of  modernizing  existing  laws  to 
allow  the  ejidos  to  rent  out  their  land 
to  other  ejidos  or  to  non-  ejidos.  There 
is  even  talk  of  allowing  them  to  buy 
the  land  from  the  government  or  sell 
it  to  other  ejidos  or  private  industry, 
perhaps  even  to  foreign  investors. 

"We  need  thousands  of  Vaqueri- 
as," says  Luis  Tellez,  Salinas'  mit- 
educated  Undersecretary  of  Agricul- 
ture, who  oversees  such  projects.  "We 
don't  have  thousands  of  them  be- 
cause we  don't  have  the  legislation 
designed  to  create  a  market  economy 
in  agriculture.  The  ejido  needs  to  be 
made  more  flexible." 

Flexibility  is  one  of  Salinas'  favorite 
terms.  He  is  trying  to  break  the  rigidi- 
ties in  Mexican  society  that  have  kept 
the  country  from  developing  its  full 
potential.  His  willingness  to  deal  with 
the  ejido  problem  follows  on  his  suc- 
cess   with    privatizing    many    state- 
owned  companies — thus  tackling  an- 
other Mexican  sacred  cow.   In   the 
food   industry,  he   has  already  sold 
more    than    $700    million    in    state 
owned    food-processing   enterprises, 
including  sugar,  pineapple  and  seed 
plants.  He  has  dismantled  the  state 
owned  tobacco  and  cocoa  monopo 
lies  and  is  dismantling  the  coffee  mo- 
nopoly. He  has  tried  to  force  Mexican 
agriculture  to  become  more  efficient 
by  slashing  import  tariffs  And  abolish 
ing  most  import  licenses  ami  guaran 
teed  prices. 

If  Mexico  can  make  its  agriculture 
more  efficient,  it  will  do  much  more 
than  save  the  foreign  exchange  now 
used  to  import  food;  it  will  have 
moved  a  long  way  toward  eliminating 
the  poverty  that  is  the  shame  of  this 
potentially  rich  countrj  ■ 
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Most  trouble-free 
car  in  america. 


It  shouldn't  be  any  surprise,  after  all,  it's  a  Toyota.  In  fact,  the 
Toyota  Cressida  was  ranked  most  trouble-free  car  in  America  for 
1987, 1988,  and  1990  by  J.D.  Power  and  Associates  * 

Building  reliable  cars  has  always  been  a  goal  at  Toyota.  But 
when  the  engineers  at  Toyota  designed  the  Cressida,  they  didn't 
just  have  one  thing  in  mind.  They  had  several. 

i  at  the  Cressida's  exterior  styling  and  you  will  come 
away  with  one  thought . . .  elegance.  Its  qualifications  as  an  impres- 
sive performer  can  be  attributed  to  the  190-horsepower  six-cylinder 
engine.  Cressida's  double-wishbone  rear  suspension  also  gives  you 
precise  handling  and  a  smooth  ride. 

The  well-appointed  interior,  along  with  a  whisper-quiet  ride, 
make  you  feel  more  at  home  than  on  the  road. 

The  Toyota  Cressida.  It's  a  luxury  performance  sedan  that  will 
help  leave  your  troubles  behind. 

7  love  what  you  do  for  me" 

a»—  ®  TOYOTA 


'  II  i  Power  and  A  isoriates  I9R7[  1988  and  1990  New  Car  Initial  (Quality  Surveys."  Based  <>n  problems  encountered  in  the  Inst  90  days  ol  ownership.  Gel  More  From  Life.  .Huekle 

c  1991  Toyota Mfftoi  Sales,  USA.  Inc. 


Thanks  to  Roberto  Gonzalez  Barrera, 
Mexicans  are  eating  better  tortillas. 

Tortilla 
technology 


By  Patrice  Duggan 

Every  day,  Mexico's  88  million  peo- 
ple consume  about  1  billion  tortillas. 
Yet  much  of  the  tortilla  industry, 
Mexico's  fifth  largest,  is  still  quite 
primitive.  In  the  back  rooms  of  many 
thousands  of  local  tortilla  shops, 
workers  operate  rusty  old  mills.  They 
pulverize  corn  that  has  been  boiled 
for  five  hours,  then,  without  drying  it, 
turn  it  directly  into  a  wet  dough.  This 
sweaty,  inefficient  and  decidedly  un- 
hygienic process  has  been  used  for 
several  centuries. 

But  Mexico's  food  processing  in- 
dustry, like  basic  agriculture  itself  (see 
preceding  story),  is  rapidly  moderniz- 
ing. Today  27%  of  the  nation's  torti- 
llas are  produced  from  corn  flour.  The 
flour  is  produced  in  modern  factories, 
where  corn  is  boiled  for  just  30  min- 
utes, instandy  dried  by  a  blast  of  hot 
air,  and  then  milled  into  a  fine  flour. 
Sent  through  high-speed  machinery 
into  sterile  packages,  the  flour  is  then 
shipped  to  tortilla  shops  and  grocery 
stores  around  the  country. 

Fomenting  this  advance  in  technol- 
ogy and  distribution  is  Roberto  Gon- 
zalez Barrera.  Gonzalez,  60,  is  the 
stern,  patriarchal  president  and  chief 
executive  officer  of  Grupo  Maseca,  an 
S800  million  (worldwide  sales)  com- 
pany founded  by  his  father,  who  pio- 
neered the  modern  flour  production 
methods  more  than  four  decades  ago. 
Headquartered  in  Monterrev,  Mexi- 
co, Maseca  is  the  country's  biggest 
corn  flour  producer.  Last  year  the 
company  had  operating  earnings  of 
$95  million. 

Maseca's  only  real  competition  in 
the  milling  and  distribution  of  corn 
flour  in  Mexico  is  a  giant  and  ineffi- 
cient state-owned  company  But,  as 
part  of  an  ambitious  plan  to  reform  his 


Grupo  Maseca's  Roberto  Gonzalez  Barrera 
Building  a  Mexican  com  flour  empire. 


country's  agricultural  sector,  Mexi- 
can President  Carlos  Salinas  de  Gor- 
tari  is  now  considering  breaking  up 
and  privatizing  the  state-owned  com- 
pany. If  he  does,  Maseca's  share  of  the 
Mexican  corn  flour  market,  currently 
62%,  will  continue  to  grow.  By  1992 
Maseca  is  expected  to  increase  its 
capacity  by  41%. 

Salinas  has  good  reason  to  encour- 
age Mexicans  to  make  their  tortillas 
with  flour  rather  than  with  the  old- 
fashioned  wet  dough.  Along  with  its 
hygienic  advantages,  the  flour  meth- 
od makes  20%  more  tortillas  per  kilo- 
gram of  corn  and  uses  less  electricity, 
gas  and  water  in  the  process.  Last  year 
Mexico  imported  more  than  a  third  of 


its  corn.  Switching  to  flour  could  cut 
imports  dramatically. 

Maseca  currently  has  1 1  facilities  in 
Mexico,  with  3  new  ones  under  con- 
struction. Its  international  business  is 
strong,  too.  Gonzalez,  who  dropped 
out  of  school  at  12  to  work  for  his 
father  and  is  known  to  his  workers  as 
"Don  Roberto,"  began  milling  flour 
in  Costa  Rica  in  1971  and  expanded 
into  the  U.S.  five  years  later.  Today 
Maseca  produces  corn  flour  in  3  Texas 
plants  and  tortillas  in  12  factories  in 
five  states. 

Last  year  the  company  did  S220 
million  worth  of  business  in  the  U.S. 
and,  for  the  last  five  years  has  been 
growing  at  a  rate  of  25%  a  year, 
concentrating  mainly  on  the  South- 
west. Gonzalez  now  has  his  eyes  on 
other  major  Hispanic  markets,  in- 
chiding  Chicago,  Florida  and  New 
York.  The  3,200-outlet  Taco  Bell 
chain  buys  about  a  third  of  its  tortillas 
from  Maseca,  and  Gonzalez  says  he  is 
talking  with  McDonald's  about  a  pos- 
sible new  Mexican  breakfast. 

As  he  expands  Maseca,  Gonzalez 
has  also  benefited  from  the  modern- 
ization and  growth  of  Mexico's  capi- 
tal markets.  Last  luly  he  sold  15%  of 
Maseca's  Mexican  corn  flour  division 
(revenues,  S3 12  million)  to  the  pub- 
lic. The  international  operations  are 
not  yet  part  of  the  public  division  but 
belong  to  Grupo  Maseca,  owned  by 
Gonzalez  and  his  family. 

Demand  was  so  strong  that  the 
company  sold  another  7%  in  two  sec- 
ondary offerings.  Total  raised:  $32 
million.  Since  the  first  stock  was  is- 
sued, its  price,  including  a  dividend, 
has  increased  by  85%,  and  the  stock 
recently  traded  on  Mexico's  Bolsa  tor 
around  $3.30  a  share.  More  equity 
may  be  offered  by  mid- 1992,  and  the 
company's  Monterrey  headquarters 
has  been  bustling  with  institutional 
investors  from  Asia,  the  U.S.  and 
Europe — nearly  50  \isits  so  far  this 
year,  including  Nomura  Securities 
and  Bear,  Sterns.  In  addition,  Maseca 
may  be  available  in  American  Deposi 
tary  Receipts  by  next  year. 

What  of  competition  at  home,  now 
that  privatization  of  government 
flour  operations  M\d  other  agribusi 
ness  reforms  loom?  "If]  am  not  afraid 
of  my  competitors  in  the  U.S.,"  re 
plies  Don  Roberto,  sternly,  "I  am 
even  less  so  here."  Hi 
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HOW  TO  EVALUATE 
AN  INSURANCE  COMPANY 


A  look  at  the  world  of  insurance  from  Chubb 


Why  should  you  look  closely  at  an  insurance  company  before  choosing  one? 
Because,  if  you  don't,  you  wont  know  how  well  it  will  perform  until  you  have  a 
claim.  And  that's  no  time  to  discover  an  insurance  company's  shortcomings. 

An  insurance  policy  is  a  contract  that  makes  a  promise  to  protect  your  business 
or  personal  assets.  But  your  relationship  with  an  insurer  involves  more  than  the  policy 
alone.  Recognizing  that,  it's  important  you  evaluate  several  factors  before  choosing 
an  insurance  company. 

To  assist  you,  Chubb  has  prepared  this  brochure  to  help  take  some  of  the  guess- 
work out  of  the  selection  process. 

Chubb  has  been  in  the  business  of  providing  personal  and  business  insurance  for 
over  100  years.  It  has  distinguished  itself  worldwide  by  providing  customized  coverage 
and  setting  standards  for  fair  and  prompt  claim  payments.  Most  important,  it  con- 
tinues to  build  its  business  on  a  solid  balance  sheet  year  after  year. 

What  should  vou  look  for  when  evaluating  an  insurance  company? 

•  Financial  strength 

•  Superior  claim-paying  performance 

•  A  demonstrated  knowledge  of  what  it  takes  to  protect  your  assets,  whether 
business  or  personal 

•  An  established  international  network  of  quality  people,  products  and  services 


While  the  (kLLs  of  lightning  striking  m  the  sanie  j)lcice 
twice  are  high,  that's  exactly  what  hajypened  to  this  fine 
home.  That's  why  it's  important  to  know  how  an  msw 
ance  comjxiny  will  respond  to  a  claim-no  matter  how 
unusual -before  a  loss  ever  happens.  Prompt  action  and 
the  expertise  to  determine  accurate  replacement  values 
are  what  give  Chubb  a  well-earned  reputation  as  the 
premier  insurer  of  fine  homes. 


One  ofChubb's  commercial  insurance  customers, 
a  Catholic  archdiocese,  wanted  to  use  transformers 
to  generate  more  light  in  a  landmark  cathedral.  But 
transformers  throw  off  tremendous  heat  and  that  would 
endanger  the  entire  wood  attic  of  the  cathedral.  Chubb 
loss  control  experts  had  the  technical  knowledge  to 
document  the  hazard  quickly  and  offer  an  alternative 
plan  for  illumination. 


Financial  strength 

An  insurance  company's  financial  stability  is  the  foundation  upon  which  its  con- 
tract with  you  is  based.  It  is  important  to  confirm  that  a  company  has  maintained  a 
consistent  level  of  performance  and  has  a  solid  balance  sheet. 

Once  you've  established  an  insurer's  financial  strength,  you  can  be  confident  it  will 
be  able  to  respond  to  a  claim  made  today,  as  well  as  claims  that  could  be  made  against 
you  in  the  future. 

A  strong  financial  track  record  not  only  increases  the  likelihood  of  a  fair  and 
prompt  claim  settlement,  but  also  assures  that  the  services  you  should  expect  from  a 
company -loss  prevention,  appraisal  and  product  enhancement -will  continue  to 
be  available. 

There  are  a  number  of  ways  to  measure  an  insurance  company's  financial  strength. 
Among  these  are  the  quality  of  a  company's  invested  assets,  the  adequacy  of  its  reserves, 
its  ability  to  pay  claims  and  its  profitability. 

Insurance  businesses  are  supported  by  investment  portfolios.  Therefore,  it  is 
important  that  an  insurer's  portfolio  be  comprised  of  high-quality  marketable  securities, 


such  as  high-quality  bonds  and  stocks  in  blue- 
chip  companies,  and  not  imbalanced  by  high- 
viclJ,  high-risk  investments. 

An  insurer's  annual  report  should  in- 
dicate what  kind  of  investments  it  makes, 
the  philosophy  behind  its  investment  strategy, 
and  the  extent  to  which  it  holds  high-yield, 
high-risk  investments  in  its  portfolio. 

A  financially  strong  insurer  must  have  as 
its  core  objective  the  attainment  of  profits. 
And  by  preserving  the  integrity  oi  its  pricing, 
it  can  offer  a  consistent  and  stable  market 
to  its  customers. 


The  Chubb  Corporation  Consolidated 
Domestic  Fixed  Income  Portfolio 
As  of  December  31, 1990 


AAA  58.4% 
AA  23.0% 
A  12  - 


BAA  4.8% 
Other  1.4% 


94%  of  the  assets  in  Chubb's  investment 
portfolio  are  rated  A  or  better. 


Claim  performance 

The  difference  between  an  adequate  insurer  and  a  superior  one  will  be  made 
clear  to  you  if  you  have  a  loss.  In  filing  a  claim,  you  have  every  right  to  expect  to  re- 
ceive prompt,  fair  and  courteous  claim  service  from  a  responsive  insurer. 

An  insurer  should  make  the  claim  settling  process  as  smooth  as  possible,  and 
issue  your  payment  willingly  without  unnecessary  questioning  or  delay. 

Atter  you  report  a  loss,  your  insurance  company  should  contact  you  within 


Chubb  was  the  first  insurance  company  with  a  depart- 
ment devoted  solely  Vj  financial  institutions.  One  Chubb 
client,  a  major  New  York-based  investment  bank,  had  an 
interdependent  computer  system  to  handle  data  prcxess- 
ingfor  all  its  offices.  Informatum  is  sent  constantly  from 
one  location  to  another  over  common  earner  phi  me  lines. 


i  ir  npc; 


TT 


24  hours  and  make  every  attempt  to  send  an  adjuster  to  inspect  any  property  damage 
within  48  hours. 

Finally,  look  for  an  insurer  who  puts  the  policyholder  first,  both  before  and  after  a 
loss.  Ask  your  agent  or  broker  which  companies  provide  the  highest  level  of  customer 
satisfaction  when  handling  claims. 

An  understanding  of  what  it  takes  to  protect  your  assets 

To  serve  you  well,  an  insurance  company  must  understand  the  complexities 
unique  to  insuring  your  home  or  business.  The  company  should  recommend  measures 
that  will  help  safeguard  against  losses  as  well  as  provide  you  with  the  proper  coverage. 
Your  agent  or  broker  can  help  you  learn  about  the  products  and  services  that  set  one 
insurer  apart  from  the  rest. 

An  insurance  company  should  have  specialized  knowledge  of  the  businesses 
it  insures,  as  well  as  a  commitment  to  stay  abreast  of  changes  in  those  businesses 
through  research  and  training.  With  a  knowledgeable  loss  prevention  staff,  a  con- 
cerned  company  will  work  with  you  to  help  reduce  losses  in  the  workplace,  which 
in  turn  can  contribute  to  lower  premiums. 

Some  insurance  companies  have  developed  special  coverages  for  businesses  that 
are  highly  complex  or  require  a  differentiated  approach  to  protection.  ITiese  companies 
can  provide  specific  coverages  tailored  to  the  specific  needs  of  businesses.  Your  agent 
or  broker  should  be  able  to  tell  you  which  company  best  understands  your  business. 


Chubb  saw  the  potential  for  losing  data  from  an  inter' 
ruption  in  phone  service.  To  eliminate  the  risk,  at 
Chubb's  suggestion,  the  investment  bank  backed  up  its 
data  transmission  with  two  other  phone  carriers  lines. 


An  expensive  home  suffered  a  fire  that  damaged  intricately 
detailed  wood  moldings.  A  trained  Chubb  appraiser  had 
noted  in  the  original  evaluation  that  the  unique  moldings 
in  each  room  would  require  a  special  set  of  knives  to  recreate 
the  detailing.  Using  the  appraiser's  report  to  settle  the  loss, 
the  claim  adjuster  found  a  craftsman  to  reproduce  the 
lost  moldings  using  special  knives  which  Chubb  commis- 
sioned to  be  made  at  a  cost  of  $50, 000. 


Homeowners  with  substantial  values  in  real  estate,  jewelry,  antiques,  fine  arts 
and  other  collectibles  should  seek  a  company  that  understands  how  to  insure  valuable 
property. 

Knowledge  of  current  construction  costs  and  a  familiarity  with  rare  or  difficult' 
to-replace  architectural  features,  for  example,  are  essential  to  calculate  building  re- 
placement costs.  A  company  that  sends  its  own  appraisers  to  determine  accurate 
replacement  value  is  more  likely  to  provide  you  with  the  right  amount  of  coverage. 


An  established  international  network  of  people,  products  and  services 


If  your  company  crosses  national  borders,  you 
need  an  insurer  that  works  throughout  the  world  to 
provide  you  with  high-quality  products  and  services. 

A  truly  international  insurer  has  full-service 
offices  in  major  international  markets  and  has  a  thor- 
ough knowledge  of  local  laws  and  customs. 

With  a  well-established  international  presence, 
your  insurer  should  be  able  to  deliver  consistent, 
quality  service  anywhere  at  any  time. 


Chubb  has  over  70 
branch  offices  in 
the  U.  S.  and 
Canada,  including 
an  intematumal 
network  with 
offices  in  Europe, 
the  C  Caribbean, 
South  America, 
Austndui.  Ju/xiri, 
H(mg  Kong, 
Singapore  awl 
Taiwan. 
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In  summary,  evaluate  an  insurance  company.  Does  it: 

□  Understand  your  particular  business  and  personal  insurance  needs? 

□  Work  hard  through  appraisal  and  loss  control  services  to  help  prevent  losses? 

□  Have  a  solid,  proven  reputation  for  handling  claims  promptly  and  fairly? 

□  Demonstrate  its  commitment  to  service  through  a  staff  of  trained  appraisal 
experts,  loss  control  specialists,  underwriters  and  claim  professionals? 

□  Provide  consistent,  high-quality  insurance  products  and  services  worldwide? 

□  Have  the  financial  stability  to  deal  with  changes  in  the  marketplace  and  con- 
tinue to  pay  its  claims? 

□  Meet  and  exceed  your  expectations  as  a  policyholder  and  those  of  your  agent 
or  broker? 

As  part  of  the  evaluation  process,  you  may  also  wish  to  consult  an  insurance  indus- 
try analyst  such  as  the  A.M.  Best  Company  (908-439-2200)  or  credit  rating  agencies 
such  as  Moody's  (212-553-0377)  and  Standard  &  Poor's  (212-208-1524)  about  a  speci- 
fic company's  financial  condition.  You  may  obtain  general  industry  information  from 
the  Insurance  Information  Institute  in  New  York  City  or  the  American  Insurance 
Association  in  Washington  D.C. 

Compare  your  insurance  company  with  Chubb. 

Chubb  has  maintained  the  hard- won  esteem  of  its  customers,  both  policyholders 
and  agents  and  brokers,  as  a  stable  and  consistent  insurer  they  can  depend  on  year 
after  year.  With  offices  throughout  the  world,  Chubb  has  over  $12  billion  in  assets 


Chateau  Margaux,  one  of  France,  premier  vineyards,  is 
covered  by  a  Chubb  policy  specifically  tailored  to  the  wine 
industry.  As  an  internationally  renowned  winegrower, 
Chateau  Margaux  required  an  insurance  policy  which 
could  cover  both  its  XlXth  century  landmark  Chateau 
and  its  wine  stock  as  it  ages  and  grows  in  value.  Chubb 
was  able  to  combine  these  two  requirements  under  a 
single  policy  which  answered  the  exact  needs  of  Chateau 
Margaux's  management. 


JROADS,  an  intem- 
ip  hiring  program  for 
mority  youth,  is  a  real- 
ic  way  of  developing 
ner  city  students  for 
career  in  business  and 
dustry  by  giving  them 
)portunities  they  might 
'.ver  get.  Sponsors  like 
hubb  have  hired  hun- 
eds  of  INROADS 
aduates  over  the  past 
>e  years. 
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and  the  highest  claims-paying  ability  ratings  from  Moody's,  Standard  &  Poor's  and 
A.M.  Best  Company.  Almost  two-thirds  of  Chubb's  earned  premiums-over  $3  bil- 
lion in  1990 -are  derived  from  commercial  insurance,  with  the  balance  in  personal 
property/casualty  insurance,  and  life  and  health  insurance. 

Chubb's  emphasis  on  prompt  and  fair  claim  settlement,  expert  appraisals,  loss 
prevention  and  corporate  citizenship  all  demonstrate  Chubb's  commitment  to  live  up 
to  its  responsibility  in  the  workplace  and  the  world. 

For  information  about  Chubb,  talk  to  your  independent  agent  or  broker.  Or  call 
800-922-0533. 


"While  an  insurance  policy  is  a  legal  contract  that  expresses  minimum  re- 
sponsibility, there  are  many  occasions  when  equity  demands  that  we  recognize  a 
moral  obligation  beyond  the  stricdy  legal  terms -and  this  is  always  a  considera- 


tion in  our  settlements'.' 


\  lendon  Chuhb 
(1874-1960) 


Insure  your  world  with  Chubb. 

For  promotional  purposes,  Chubb  refers  i  i  rnembei  insurers  of  the  <  lhubb(  iroupoi  Insurance  <  ompaniesand 
other  subsidiaries  ofTheChubbCorp.ir.it  i  b  Group  of  Insurance  (  bmpanies  Is  proud  topartk  ipate 

in  "American  Playhousel'Watch  for  it  on  PBS  (  :hubb  Group  of  Insurance  <  ompanies,  Box  IMS,  W.irrrn,  N| 
07061-1615.  Printed  on  recy<  !<•«.  1  papei  using  m>s  based  mks 


For  all  of  Japan's  manufacturing  sophistication, 
the  country's  art  market  seems  to  operate 
on  rather  crude  principles. 

Tokyo's  murky 
art  scene 


By  Hiroko  Katayama 

From  1985  to  1990  art  imports  into 
Japan  swelled  more  than  twentyfold, 
to  $3.6  billion.  Now  the  police  and 
taxing  authorities  are  beginning  to 
understand  some  of  the  darker  rea- 
sons why.  Artworks  have  become  a 
favorite  medium  for  evading  Japan's 
high  (70%)  inheritance  tax, 
for  shady  financial  transac- 
tions and  bribery,  and  for  ille- 
gal political  contributions. 

By  and  large,  the  scams  are 
unsophisticated.  For  exam- 
ple, one  Tokyo  art  dealer  tells 
Forbes  he  was  recently  ap- 
proached by  an  aide  to  a  lead- 
ing Liberal  Democratic  Party 
politician.  The  aide  said  his 
boss  had  purchased  two  im- 
pressionist paintings  for  $1 .6 
million.  The  politician's 
henchman  asked  the  dealer  to 
find  a  buyer  for  the  paintings. 
Asking  price:  $35  million. 
The  dealer  refused,  but  an- 
other dealer  later  sold  the 
paintings,  making  a  very  gen- 
erous— and  difficult  to  trace — politi- 
cal contribution. 

Another  story  was  whispered  to  us 
by  a  prominent  Ginza  dealer  who,  for 
obvious  reasons,  asked  to  remain 
anonymous.  According  to  the  dealer, 
the  owner  of  a  golf  course  in  suburban 
Tokyo  paid  a  neighboring  gallery 
$750,000  for  a  Japanese  oil  painting 
that  was  worth  only  $500,000.  The 
gallery  then  kicked  back  $250,000  in 
cash,  to  two  directors  of  the  golf 
course  and  a  politician,  who  helped 
get  zoning  rights  for  the  golf  course. 

In  an  art  scandal  that  has  made  the 
Tokyo  papers,  Mitsubishi  Corp.,  the 
giant    trading   company,    purchased 


two  Renoir  paintings  from  a  Tokyo 
gallery  for  $27  million.  According  to 
press  reports,  Japan's  tax  authorities 
are  investigating  some  $11  million 
unaccounted  for  between  the  sale  and 
the  purchase  price.  Some  industry 
sources  suspect  the  missing  money 


Art  dealers  abound  in  Tokyo's  Ginza  district 
Never  ask  where  the  money  comes  from. 


may  be  linked  to  an  illegal  political 
contribution.  A  Mitsubishi  spokes- 
man declines  to  comment. 

Tokyo  police  recently  quietly 
launched  an  investigation  into  the 
connections  between  the  art  world 
and  the  yakuza  (Japan's  tattooed  or- 
ganized hoodlums).  Some  dealers  es- 
timate that  between  80%  and  90%  of 
the  money  now  going  into  art  in 
Japan  is  underground  money,  includ- 
ing untaxed  assets,  illegal  political 
contributions  and  earnings  of  the  ya- 
kuza — who  make  their  money  from 


pachinko  parlors,  prostitution  and 
other  cash  businesses  and  are  always 
looking  for  ways  to  launder  the  tak- 
ings. There  is  no  shortage  of  dealers  to 
assist  them.  In  Tokyo's  tony  Ginza 
district  alone,  300  new  dealers  have 
sprouted  over  the  past  five  years. 

A  downtown  Tokyo  art  dealer  tells 
of  a  typical  customer,  a  shabbily 
dressed  man  who  comes  in  once  or 
twice  a  month  clutching  a  black  bag 
stuffed  with  $100,000  or  more  in 
cash.  He  usually  buys  Japanese  pot- 
tery. "You  never  ask  where  the  money 
comes  from,  or  for  the  customer's  real 
name  or  occupation,"  says  the  gallery 
owner,  nonchalantly. 

Boasts  Kazuo  Fujii,  owner  of  Gal- 
lery Fujii,  one  of  the  Ginza's  most 
prominent  art  dealers:  "We  keep  [our 
customers']  secrets." 

The  dealers  like  to  keep  the  way 
they  set  their  prices  secret,  too.  In 
Tokyo  there  are  few  public  auctions. 
Much  of  the  art  is  traded 
among  dealers  through 
closed  auctions,  with  the 
public  excluded,  where  deal- 
ers' rings  rig  the  prices  in  a 
conspiracy  against  the  deal- 
ers' customers.  The  dealers 
reach  tacit  agreement  on  the 
approximate  price  of  a  partic- 
ular piece  of  art — and  often 
the  winner  of  each  piece — 
before  the  "auction."  If  sev- 
eral dealers  nevertheless  con- 
tinue to  bid,  typically  the  auc- 
tion is  frozen  and  they  draw 
straws.  The  winner  gets  the 
piece  but  pays  "thank  you" 
money  to  the  losers.  Says  one 
Ginza  art  dealer:  "You  can 
make  several  million  yen  at  an 
auction  by  losing." 

But  the  business  is  changing.  Over 
the  past  two  years  Sotheby's  and  Gin- 
za gallery  owner  Tatsuo  Hirano's 
Shinwa  Co.  launched  public  art  auc- 
tions that  could  doom  the  dealers' 
fixed  auctions.  "We  were  called  the 
black  ships,"  jokes  Kazuko  Shiomi, 
president  of  Sotheby's  Japan,  in  a 
reference  to  Commodore  Perry's 
gunboats,  which  opened  Japan  to  the 
Western  World  in  the  1850s. 

"We  need  fresh  air,"  says  Hirano. 
"We  need  help  to  change  the  image  of 
the  industry."  The  police,  too,  will 
appreciate  a  more  transparent  art 
business.  M 
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What  Federal  Express  is  to  the  U.S., 

DHL  is  to  the  rest  of  the  world. 

As  the  two  go  head-to-head,  customers  win, 

Battle  of 
Zaventem 


By  John  Marcom  Jr. 

Around  midnight  five  nights  of  the 
week,  more  than  a  dozen  cargo  planes 
converge  on  an  old  hangar  at  the  side 
of  Brussels'  Zaventem  Airport.  They 
disgorge  around  80,000  packages 
that  are  quickly  sorted  and  sent  on  to 
destinations  from  Helsinki  to  Lisbon. 

The  express-delivery  business  in 
Europe  is  booming,  and  so  are  the 
revenues  (if  not  the  profits)  of  the 
company  that  operates  the  hangar  at 
Zaventem:  Brussels-based  DHL 
Worldwide  Express.  Measured  by  rev- 
enues, the  European  express-delivery 
business  is  growing  at  a  28%  com- 
pound annual  rate.  Big  European 
companies  are  stocking  products  and 
parts  in  central  locations  and  moving 
them  by  overnight  express,  instead  of 
running  warehouses  in  each  country. 

"We've  found  it's  cheaper  than 
storage,"  says  Keith  Bater,  logistics 
manager  for  Xerox's  European  affili- 
ate, Rank  Xerox,  which  now  keeps 
most  of  its  spare  parts  in  Holland. 

The  growth  is  attracting  competi- 
tion. Federal  Express  Corp.  (with  a 
base  in  a  smaller  hangar  at  Brussels, 
next  door  to  dhl's)  and  United  Par- 
cel Service  are  spending  hundreds  of 
millions  of  dollars  to  extend  their 
primarily  U.S.  services  to  Europe; 
Australia's  tnt  Ltd.  is  also  fighting 
hard.  But  they  are  meeting  tough 
resistance  from  DHL. 

If  few  Americans  have  heard  of 
privately  held  DHL  (annual  revenues, 
about  $2  billion),  many  Europeans 
and  Asians  know  it  well.  That's  ironic 
in  that  three  Americans — Adrian  Dal- 
sey,  Larry  Hillblom  and  Robert 
Lynn — started  the  company  in  1969 
in  San  Francisco,  as  a  courier  service- 
to  Hawaii,  then  expanded  in  Asia.  Its 


current  chief  executive  is  L.  Patrick 
Lupo,  40,  a  Montana-born  lawyer. 

In  the  early  days,  DHL's  primary 
customer  was  Bank  of  America,  which 
wanted  a  single  company  to  carry  its 
letters  of  credit  and  other  documents. 
Banks  still  account  for  a  big  chunk  of 
the  40%  to  50%  that  DHL  claims  it 


DHL's  L.  Patrick  Lupo 
A  busy  hub  in  Brussels. 


carries  of  the  international  market  for 
express  parcels — anything  from  a  let 
ter  up  to  a  66-pound  package.  The 
company  says  this  market  was  worth 
$4.3  billion  last  year. 

In  the  1970s,  as  Federal  Fxpress 
raced  to  develop  its  U.S.  overnight 
delivery  network,  dhl  focused  on  de 
veloping  its  international  service. 

Much  smaller  than  Federal  Express 
or  ups,  dhl  must  get  the  most  mile- 
age from  its  capital.  It  uses  its  own 
fleet  of  planes  within  Europe  and  on  a 
few  major  routes,  but  on  many  long 
trips,  such  as  Tokyo  Europe,  it  uses 
scheduled  airlines  to  carry  its  ship- 
ments. This  means  DHL  doesn't  tie  up 


as  much  capital  in  aircraft  as  Federal 
Express,  which  fields  a  mammoth 
fleet — twenty  747s,  twenty-seven 
DC- 10s  and  hundreds  of  other 
planes.  Rather  than  invest  in  planes, 
DHL  over  the  past  two  years  has  spent 
S250  million — the  cost  of  two  jum- 
bos, Lupo  notes — on  better  comput- 
ers and  ground  handling  equipment. 

To  compete  successfully  against 
service  so  formidable  that  "Fedex" 
has  become  an  English-language 
verb,  DHL  must  be  creative.  For  exam- 
ple, it  strives  to  stay  ahead  in  speeding 
customs  procedures:  Multilingual 
night  workers  in  Brussels  check  cus- 
toms documents  for  each  package,  to 
catch  mistakes  that  could  slow  clear- 
ance upon  arrival.  In  heavily  congest- 
ed London,  DHL  delivery  staff  sort 
packages  aboard  a  minibus  as  it  travels 
from  Heathrow  Airport  into  the  heart 
of  Mayfair.  The  staffers  then  fan  out 
on  foot  to  make  deliveries,  dhl  now 
boasts  that  72%  of  its  packages  arrive 
by  noon,  versus  48%  a  couple  of  years 
ago,  when  packages  were  sorted  be- 
fore leaving  the  airport. 

The  competition  has  spurred  brutal 
price  cutting  by  all  the  rivals.  Lupo 
says  prices  have  dropped  on  average 
5%  annually  in  each  of  the  last  five 
years.  In  Britain,  dhl's  list  prices  for 
U.S.  shipments  (12  pounds  cost  $90 
at  recent  exchange  rates)  have  fallen 
by  around  40%  over  the  last  tew  years. 
Big  customers  do  even  better. 

Some  of  this  drop  has  been  offset  by 
rising  productivity.  Inevitably,  how 
ever,  profit  margins  have  suffered.  In 
the  nine  months  ending  in  February, 
publicly  listed  Federal  Fxpress  posted 
a  loss  of  S201   million  overseas,  e\ 
eluding  a  $121  million  charge  in  eon 
nection  with  its  British  domestic  de 
liveiy  business.  DHL  doesn't  disclose 
its  results,  but  "there's  no  question 
that   margins  have  been  squeezed," 
says  Lupo.  I  le  adds  that  inn  typically 
earns  between  6%  mu\  7%  on  sales, 
before  taxes  anil  interest 

Lupo  is  fortunate  in  having  no  pub 
lie  stockholders  second  guessing  Ins 
every  move.  Much  of  nm  \  equity  is 
held  by  current  managers.  Hut  last 
year  stakes  of  undisclosed  size  were 
sold  to  Lufthansa  of  Germany,  Japan 

Air  Lines  and  Nissho  Iwai,  .1  Tokyo 
trailing  firm.  Their  backing  enhances 
dhl's  staying  power  in  .i  battle  thai 
promises  to  rage  fiercely.  ■■ 
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SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  in  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 


Light.       Lighter.     Lightest. 


Kent:  12  mg.  "tar," 


,"  .7  mg.  nicotine;  Kent  III:  3  mg.  "tar,"  .3  mg.  nicotine  av.  per  cigarette  by  FTC  Method. 


What  have  Hollywood  and  the  major  networks  done  to 
prepare  for  high-definition  television?  Not  much.  Two 
New  York  entrepreneurs  may  steal  the  show. 

Gutting  edge 


By  Peter  Newcomb 

By  SOME  ac  (  OUNTS,  the  arrival  of 
high-definition  television  in  this 
country  will  make  the  1950s-60s 
transition  from  black-and-white  to 
color  seem  like  a  trivial  event. 

With  its  wide-screen  format,  stun- 
ning color  and  movielike  clarity, 
HDTV — which  has  twice  the  resolu- 
tion of  normal  television — should 
render  the  current  generation  of  tele- 
vision sets  and  programming  obsolete 
within  15  years. 

But  while  broadcasters  and  hard- 


ware makers  bicker  about  what  the 
new  technical  standards  should  be, 
none  of  the  big  players  have  given 
much  thought  to  the  most  basic  ques- 
tion of  all:  What  will  there  be  to  watch 
in  the  new  format? 

Right  now,  not  much.  The  Japa- 
nese, who  have  been  airing  high- 
definition  programming  for  nearly  a 
year,  have  built  a  nice  library  of  sumo 
wrestling  matches.  Not  exactly  great 
prime-time  fare  this  side  of  the  Pacific. 
Hollywood  and  the  major  networks 


Barry  Rebo  of  Rebo  High  Definition  Studio 

As  Hollywood  and  the  networks  eye  HDTV, 

Rebo's  been  filling  the  screens. 


have  sat  on  the  sidelines,  waiting  for 
all  the  technical  stuff  to  be  resolved. 

Meanwhile,  two  scruffy  studios  sit- 
uated some  30  blocks  apart  in  Man- 
hattan are  quickly  becoming  the  cen- 
ter of  America's  hdtv  programming 
efforts:  Barry  Rebo,  a  bespectacled 
42 -year- old  man  whose  hip  demean- 
or doesn't  yield  to  his  receding  hair- 
line, runs  his  Rebo  High  Definition 
Studio  in  the  Chelsea  district.  David 
Niles,  another  high-definition  pio- 
neer, runs  his  oddly  named  Captain 
New  York  production  company  out 
of  the  old  Ed  Sullivan  Theater  on 
Broadway. 

While  waiting  for  hdtv  to  premiere 
here,  Rebo  and  Niles  book  about  $4 
million  each  in  annual  revenues  by 
shooting  high-definition  productions 
for  companies  like  Sony,  Honda  and 
Procter  &  Gamble.  A  lot  of  these  are 
shown  in  Japan,  but  some  are  aired  in 
the  U.S.  even  though  the  enhanced 
qualities  don't  show  up  fully  on  regu- 
lar sets. 

Both  entrepreneurs  are  also  build- 
ing libraries  of  music  videos — con- 
certs, specials  and  documentaries — 
that  they  hope  to  exploit  on  a  broad 
scale  once  the  new  technology  arrives. 
Says  Rebo:  "I  don't  know  if  the  world 
needs  Wheel  of  Fortune  in  high  defini- 
tion, but  there  are  other  shows  that 
have  a  shelf  life." 

HDTV  may  be  here  sooner  than 
most  people  think.  The  Federal  Com- 
munications Commission  has  given 
the  industry  until  1993  to  come  up 
with  new  broadcast  standards.  Some 
aggressive  U.S.  cable  operators  are 
beating  the  networks  to  the  punch. 

Viacom  Entertainment,  which  has 
1  million  U.S.  cable  subscribers,  an- 
nounced last  month  a  joint  venture 
with  Media  International  Corp.  of 
Japan  to  shoot  a  two  hour  Perry  Ma- 
son TV  movie  in  high  definition.  This 
followed  a  successful  run  of  its  Perry 
Mason  episodes  on  Japan's  Niik  net 
work.  Other  Viacom  high  definition 
projects  may  be  in  the  works. 

Cable  Television  Laboratories  [nc. 
is  an  R&n  consortium  made  up  of  85% 
of  the  country's  cable  operators.  It 
announced  last  month  that  it  would 
begin  offering  a  regular  slate  of  high 
definition  programming  by  Oct.  1  — 
almost  definitely  using  programming 
from  Viacom,  Rebo  and  ( laptain  New 
York.  Rut  how   main   people  will  be 


60 


Forbes  ■  April  29,  1991 


A  NiceThing  AboutThe 
Next  Great  Jaguar  Classic  IsThat¥)u 


Can  Drive  It  While  It  Becomes  One: 
The  1991  Jaguar  Sovereign. 


^J^k 

-( 

^^^^^^^^Bi 

^^m 

■  *''      '       MM    Wi 

The  fabulous  SS-100;  the  incredible 
XK120;  the  legendary  E-type: 
None  of  these  Jaguars  started  out  as 
classics.  They  were  simply  spirited 
motorcars,  designed  with  the  latest 
technology  and  all  the  style,  passion 
and  value  that  Jaguar  had  to  offer. 
Today,  these  legendary  Jaguars  are 
among  the  most  coveted  automobiles 
in  the  world. 

Jaguar's  philosophy  of  building 
distinctively  styled,  spirited  motor- 
cars at  a  reasonable  price  has  not 


changed.  A  perfect  example  is  the 
1991  Jaguar  Sovereign.  Its  spirit 
comes  from  a  223-horsepower,  four- 
liter,  24-valve  engine,  mated  to  an 
electronically  controlled,  four-speed 
automatic  transmission  with  driver- 
selectable  sport  shifting.  Add  to  that, 
Jaguar's  fully  independent  suspension, 
massive  disc  brakes  and  advanced 
anti-lock  braking  system  and  it  is  clear 
that  the  Sovereign  is  a  performer  of 
legendary  proportions. 

The  Sovereign  interior  is  fitted 


with  polished  hardwood  and  supple 
leather.  It  is  also  equipped  with  an 
array  of  modern  conveniences,  such 
as  computerized  climate  control,  an 
80-watt  stereo  sound  system  and  a 
power  sunroof. 

We  invite  you  to  test  drive  the 
1991  Jaguar  Sovereign.  We  think 
you'll  find  the  experience  to  be,  in  a 
word,  classic.  For  your  nearest  dealer, 
call  1-800-4-JAGUAR. 

JAG     U    A     R 


BLENDING 


O     F 


ART 


AND 


MACHINE 


<Jaeger-leCoultrp> 

Reverso. 
Ahead  of  its  time  since  1931. 


Pure   art   deco 
lives   on    in   this 
uncommon 
timepiece   which 
has   been    hand- 
crafted  by 
our   master 
watchmakers 
for   more   than 
50   years.      The 
reversible   case 
is   absolutely 
unique.     an 
engraved    mono- 
gram   makes   the 
reverso   a   jewel 
of  a  watch.     a 
cherished    col- 
lector's  item 

SINCE     1931. 


Another   unique 
timepiece   from 
Jaeger-Le- 
Coultre.   The 
famous   atmos 
clock..   which 
runs   on   slight 
temperature 
chances   in   the 
air.   Almost 
perpetual 

MOTION! 


The   Reverso 
has  a  unique 
twist:     it  turns 
into  a  refined 
piece  of  jew- 
ELRY. 


245  TOST  STREET  SAN  FRANCISCO.  CA  94108   (4 1 5)  392- 1 2(X)    FAX:(4l5).W2-ftft«) 


Call  1-800-552-8463  for    ihe   name  of  the   dealer  nearest  you. 


High -definition  TV 


Captain  New  York's  David  Niles 
Bringing  HDTV  to  the  public 
in  the  old  Ed  Sullivan  Theater. 

watching?  Not  many.  HDTV  sets  retail 
for  $35,000. 

For  precisely  this  reason  the  big 
studios  have  shown  little  enthusiasm 
for  full-length  high-definition  mov- 
ies. Perhaps  Hollywood  should  take  a 
second  look.  Since  World  War  II, 
Hollywood  has  dominated  the  world 
entertainment  scene.  Could  this  long 
dominance  have  bred  complacency 
regarding  high-definition  TV?  "We're 
now  in  a  whole  new  era  of  communi- 
cations technology,  and  right  now 
America  is  not  leading,'1  Niles  says. 
"There's  a  cocky  attitude  in  this 
country  that  Hollywood  will  last  for- 
ever and  ever." 

Of  course,  Tinseltown  will  eventu 
ally  play  the  HDTV  game.  But  present- 
ly it  seems  to  be  thinking  mostly  in 
terms  of  converting  existing  enter 
tainment  product  to  the  new  medi 
um.  When  there  are  enough  sets  out 
there,  Hollywood  will  get  cracking  on 
converting  35mm  movies,  for  now, 
however,   it   shows   little   interest   in 
creating  shows  specifically  for  HDTV 

In  a  few  months  Niles  will  premiere 
a  film  about  New  York  ( lity  complete 
ly  shot  in  high  definition.  It  will  be 
projected  on  the  giant  42  fool  screen 
in  the  Ed  Sullivan  Theater.  Niles 
doubts  there's  much  money  to  be 
made  in  this  effort,  but  he  hopes  it  will 
spread  the  word  about  HDTV.  Are  the 
bigwigs  of  the  entertainment  business 
listening?  §■ 
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Imagine  A  3-Second  Plain  Paper  Fax 
That  Cuts  Faxing  Costs  By  60%* 


RICOH  FAX7000 


Ricoh  Has  Made  It  A  Reality 

Imagine  a  plain  paper  fax  that  transmits  up  to 
seven  times  faster  than  your  present  fax. 

You  will  be  able  to  fax  an  entire  page  at 
letter  quality  resolution  of  400  dots  per  inch 
in  just  three  seconds. 

■     Imagine  being  able  to  send  a  fax  to  up  to 
59  locations  simultaneously. 

Plus  the  incredible  savings  you  could  receive 
in  both  communications  and  labor  costs. 

Now  imagine  what  the  revolutionary 
RICOH  FAX7000  could  mean  to your  business. 

Call  1-800-63-RICOH  and  make  it  a  reality. 

KOtSOKT 

Where  Imagination  Becomes  Reality 

1-800-63-RICOH 

Worldwide  Facsimile  Sponsor 
1992  Olppic  Games 


'  Based  on  an  actual  test  of  batch  transmissions  of  large  quantities  of  documents  sent  from  New  Jersey  to  Tokyo. 
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This  space 
reserved  for  Lockheed. 


Lockheed  leads. 


Space  is  an  inexhaustible 


source  of  discovery.  In  the  single 
generation  since  we  ventured  into 
space,  the  benefits  have  been 
immense.  America's  leadership  in 
science,  medicine,  computers, 
telecommunications,  software  and 
environmental  technology  has  been 
enhanced,  in  part,  by  an  aggressive, 
dynamic  space  program. 

Lockheed  is  very  much  a  part  of 
that  momentum,  often  the  driving 
force:  in  satellite  systems,  NASA 
Shuttle  processing,  orbiting 
observatories,  advanced  solid  rocket 
motors,  space-based  communications 
systems,  and  the  development  of 
Space  Station  Freedom. 

Lockheed  manages  its  business  to 
leverage  its  core  technologies  not  only 
to  capture  new  lines  of  business,  but 
also  to  build  shareholder  value.  To 
grow  and  develop  new  leadership  for 
the  1990s  and  the  next  century.  The 
world  is  reaching  into  space;  and 
Lockheed  is  leading  the  way. 


^^LocHheed 

Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 


A  photograph  from  the  Hubble  Space 
Telescope  captures  a  rare  and  rapidly 
changing  storm  spreading  across  the 
equatorial  region  of  Saturn. 


As  old  )il  wells  reach  the  end  of  their  productive  lives, 
who  ib  responsible  for  the  billions  it  will  cost  to  close  them 
down  and  clean  up?  The  feds  could  look  to  deep-pocket 
prior  owners,  as  they  do  on  toxic  waste  cleanup. 


OM  wells, 
new  debt 


By  James  R.  Norman 

Offshore  in  the  Gulf  of  Mexico  there 
are  some  15,000  oil  and  gas  wells  on 
some  4,000  structures  that  will  even- 
tually have  to  be  plugged  and  disman- 
tled. The  estimated  cleanup  cost:  $8 
billion. 

Who  will  pick  up  the  tab?  That's 
a  hot  question  these  days,  following 
the  bankruptcy  filing  of  a  small  New 
Orleans  oil  company,  Alliance  Oper- 
ating Corp.  Alliance  went  into  Chap- 
ter 11  in  December  1989  with  no- 
where near  the  $30  million  or  so 
needed  to  plug  and  abandon  the  1 04 
old  wells  it  bought  in  a  mostly  vain  try 
at  reviving  them. 

Alliance's  bankruptcy  may  dump 
the  bulk  of  the  cleanup  cost  back  onto 
the  Interior  Department's  Minerals 
Management  Service.  But  under  a  yet 
untested  clause  in  the  federal  rules 
governing  the  leases  the  company 
bought,  the  government  claims  it  can 
go  after  the  companies  that  sold  Alli- 
ance the  wells — Texaco,  Amoco, 
Phillips,  Chevron  and  others — for  un- 
paid cleanup  costs.  "It's  a  deep-pock- 
ets approach,"  says  J.  Kenneth  Ad- 
ams, a  regional  leasing  supervisor  with 
the  Minerals  Management  Service  in 
New  G      ms. 

As  more  mature  fields  reach  the  end 
of  their  productive  lives,  the  wran- 
gling over  vvho  is  responsible  for 
cleaning  up  the  sites  will  intensify. 
The  majors  are  selling  their  old  wells 
to  lower-cost  independents  able  to 
milk  a  few  more  years  of  production . 
And  many  new  players  have  entered 
the  business.  Over  half  the  1,000 
companies  qualified  to  own  offshore 
wells  now  are  small  ones,  which  may 


have  insufficient  financial  resources 
and  little  experience,  says  Adams.  And 
some  have  few  scruples — like  Alli- 
ance: To  boost  gas  flow,  its  workers 
removed  crucial  underwater  safety 
valves.  That  led  to  a  guilty  plea  on  two 
criminal  counts  of  violating  Minerals 


Rusty  pipes  on  an  Alliance 
rig  in  the  Gulf  of  Mexico 
When  the  last  well  dries  up, 
someone  will  have  to  pay  to 
shut  down  and  clean  up.  Who? 


Management  Service  safety  rules  and 
$110,000  in  fines. 

Weak  oil  and  gas  prices  and  suffer 
environmental  rules  could  kill  off 
many  more  marginal  wells,  putting 
more  of  these  companies  in  jeopardy. 
Federal  rules  let  old  wells  remain  un- 
plugged until  the  last  well  on  a  plat- 
form plays  out.  When  that  happens, 
the  cleanup  costs  can  run  up  to  $2 
million  to  remove  a  production  plat- 
form, $50,000  per  well  for  plugging 
and  up  to  $1  million  to  rake  up  the 
debris  on  the  gulf  floor. 

To  protect  themselves,  the  big 
companies  that  used  to  own  Alliance's 
wells  have  filed  some  $80  million  of 
claims  against  Alliance.  And  oil  com- 
panies selling  older  properties  are 
now  screening  potential  buyers  close- 
ly, asking  for  bonds  or  letters  of  credit 
earmarked  for  old  well  cleanup. 
"They're  insulating  themselves,"  says 
Joe  B.  Foster,  chief  executive  of  off- 
shore-well acquirer  Newfield  Explo- 
ration Co.  And  the  Minerals  Manage- 
ment Sendee  has  proposed  a  tenfold 
increase  in  surety  bonds  it  requires 
from  leaseholders  to  cover  plugging 
and  other  costs — the  first  increase  in 
20  years.  Alliance  had  posted  a 
$350,000  bond,  1%  of  its  exposure. 

The  plugging-and-cleaning  prob- 
lem is  mounting  onshore,  too.  The 
Texas  Railroad  Commission  has  seen 
a  steady  rise  in  the  number  of  or- 
phaned and  unplugged  old  wells  it  is 
saddled  with,  to  almost  1 ,200.  The  $5 
million  plugging  cost  dwarfs  the 
state's  $700,000  plugging  fund.  So 
Texas,  too,  is  proposing  to  go  after 
prior  owners  for  compensation. 

In  Alaska,  which  requires  only 
$700,000  in  cleanup  bonds  statewide 
per  oil  company,  the  Alaska  Oil  &  Gas 
Conservation  Commission  is  already 
worried  about  who  will  ultimately 
own  and  pay  for  the  dismantling  of 
the  massive  arctic  facilities  at  Prudhoe 
Bay — a  job  that  could  cost  many  bil- 
lions of  dollars. 

"When  it  comes  to  the  end  of  the 
life  of  these  fields,"  worries  Johnston, 
"it  will  be  a  lot  cheaper  for  companies 
to  walk  away  and  fight  in  court. "  But 
if  the  courts  rule  against  the  compa 
nies,  their  shareholders  will  face  some 
very  onerous  cleanup  obligations 
Better  to  provide  for  the  contingency 
now  than  be  hit  with  .1  nasty  surprise  .t 
few  years  down  the  road.  ■ 
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New  York  Life  is 
large,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
"stability "  and  "security "  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

A  policy  that,  over  the  years,  has  allowed  New 

York  Life  to  amass  assets  under  management  of 

more  than  $50  billion.  And  why  95  percent 

of  the  bonds  in  our  portfolio  are  investment  grade* 

Does  that  make  us  large  and  conservative? 

We  should  say  so.  And  as  for  dull,  well,  we 

look  at  it  this  way:  If  being  exciting  means 

investing  heavily  in  junk  bonds  that  end  up  in 

default,  that's  the  kind  of  excitement  we  can 

all  do  without. 

For  information  on  any  of  our  full  range  of 
products  and  services, 
call  New  York  Life 

today.  The  Company  You  Keep! 


)1990  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  NY.  10010.  All  rights  reserved. 
New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue,  New  York,  NY.  10010. 
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Having  peddled  overpriced  junk  to  the  public,  a  lot  of 
big  companies  are  adding  insult  to  injury  by  refusing 
to  give  meaningful  numbers  to  the  junkholders. 

None  of  your 
business 


By  Laura  Jereski 

As  if  life  weren't  already  difficult 
enough  for  holders  of  junk  bonds, 
getting  information  about  the  issuers' 
financial  condition  is  often  virtually 
impossible.  Many  big-name  junk  issu- 
ers don't  follow  the  usual  Securities  & 
Exchange  Commission  disclosure  re- 
quirements. Why?  The  Securities  & 
Exchange  Act  of  1934  exempts  com- 
panies with  fewer  than  300  holders 
from  releasing  public  information,  on 
the  theory  that  small  companies 
would  be  financially  burdened  by  do- 
ing so.  Yet  some  of  the  most  tighdy 
closed  mouths  are  big  companies. 

Help  may  be  on  the  way.  A  little- 
noticed  decision  last  year  by  an  sec 
administrative  law  judge  may  force 
the  debtors  to  open  their  books  a  bit 
to  their  public  creditors. 

Issuers  of  such  widely  held  bonds  as 
Stop  &  Shop,  Harvard  Industries  and 
Ampex  Group  don't  tell  their  bond- 
holders much.  Neither  does  Revlon, 
which  has  over  $1  billion  in  junk 
outstanding.  The  company  does  give 
rudimentary  information  to  its  bond- 
holders, but  financial  data  on  MacAn- 
drews  &  Forbes,  the  holding  compa- 
ny that  owns  all  of  Revlon's  equity,  is 
hard  to  come  by.  MacAndrews  & 
Forbes  shifts  assets  to  Revlon  in  re- 
turn for  cash  in  a  way  that  some 
Revlon  bondholders  feel  adversely  af- 
fects the  value  of  their  bonds.  "We 
disclose  to  the  bondholders  every- 
thing the  indenture  requires,"  says  a 
Revlon  spokesman. 

But  many  bondholders  insist  they 
are  entitled  to  more.  Many  of  the 
bondholders  are  powerful  mutual 
funds,  such  as  Fidelity  Investments, 
Keystone  and  Putnam.  A  mutual  or 
pension  fund  holding  a  big  block  of 


bonds  counts  as  just  one  holder,  even 
though  it  may  represent  tens  of  thou- 
sands of  individuals.  Recalcitrant 
companies  argue  that  the  300-holder 
rule  applies,  but  the  funds  argue  that 
they  really  represent  the  public. 

"Obviously  this  impairs  the  liquid- 
ity of  the  bonds  we  own,"  grouses 
Rosemary  Thomsen,  a 
high-yield  fund  man- 
ager for  several  Put- 
nam funds.  Other 
holders  grouse  that 
these  bonds  are  harder 
to  price  and  trade  with- 
out public  informa- 
tion, and  that  some 
companies  take  advan- 
tage of  the  lack  of  in- 
formation to  buy  their 
bonds  cheaply  in  the 
open  market. 

The  case  that  could 
force  these  companies 
to  be  less  niggardly 
with  their  information 
has  nothing  to  do  with 
junk  bonds:  In  1987 
shareholding  members  of  the  Bacardi 
family  took  the  management  of  the 
rum  distiller  to  court  to  force  it  to 
disclose  financial  information.  Ba- 
cardi wanted  to  go  private  and  cease 
sharing  results  with  the  family  by 
claiming  that  it  had  fewer  than  300 
shareholders.  No  go.  In  February 
1990  Max  Regensteiner,  an  sec  ad- 
ministrative judge,  ruled  that  each  of 
the  approximately  240  trusts  the  fam- 
ily formed  to  hold  Bacardi  shares 
would  count  as  a  holder,  raising  the 
total  well  over  the  magic  300  number. 

Gregory   Smith,   who   runs   New 
York  City-based  Indepth  Data,  a  junk 


bond  information  firm,  noted  the  de- 
cision. Deciding  it  set  a  precedent,  he 
rounded  up  the  interest  of  Fidelity 
Investments,  Putnam  and  Massachu- 
setts Financial  Services,  which  togeth- 
er manage  $6  billion  in  junk  bonds. 

Their  idea?  Create  enough  trusts 
5nd  split  up  bondholder  ownership 
enough  among  those  trusts  to  push 
the  number  of"  holders"  past  300 — 
while  preserving  each  bondholder's 
portion  of  ownership. 

State  Street  Bank  &  Trust  Co.  is 
being  considered  for  custodian  of  the 
trusts,  which  will  number  in  the  doz- 
ens. The  major  challenge  is  arithme- 
tic: No  more  than  10%  of  a  trust  can 
be  owned  by  any  one  organization,  or 
the  trusts  will  be  lumped  together 
under  sec  rules.  For  the  junk  issues, 
Smith  figures  it  will  cost  about 
$60,000  to  set  up  the  new  trusts — a 
small  price  for  institutional  holders  to 
pay  for  better  disclosure. 

Targets?  There's  Clevite  Indus- 
tries, a  small  capital 
goods  manufacturer 
absorbed  bv  Pullman. 
In  1988  Pullman  was 
bought  by  Forstmann 
Little  &  Co.,  and  since 
then  Clevite  bond- 
holders, who  include 
American  Express'  IDS 
Financial  Services,  Ea- 
ton Vance  and  Fidelity, 
haven't  heard  a  peep 
from  the  company. 
Their  phone  calls,  let 
ters  and  threats  have  all 
gone  unheeded. 

Forstmann 's  re 

sponse?  It's  a  private 
company  and  the  Cle- 
vite bond  indenture 
doesn't  require  the  company  to  give 
its  own  bondholders  any  information. 
But  bondholders  worry  that  Clc 
vite — or  Forstmann,  its  owner — 
could  buy  bonds  from  ill  informed 
bondholders  at  a  steep  discount. 

Considering  the  losses  so  many  of 
these  companies  have  already  inflicted 
on  their  junkholders,  you  would  think 
the  managements  would  be  a  bit  more 
cooperative.  Or,  since  they  are  not, 
that  the  Securities  &  Exchange  Com 
mission  would  get  on  the  case  and 
spare  bondholders  the  trouble  mk\ 
expense  of  setting  up  fictional  trusts 
to  pry  the  information  loose.         Hi 
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We  dorit  want  to 
tell  you  how  to 
do  your  job,  but 


The  Nissan  Stanza  also  has  more 
interior  room  and  more  front  and  rear 
headroom  than  the  "Toyota  Camry  or  the 
Ford  Tempo.  Plus  more  front  headroom 
and  legroom  than  the  Ford  Taurus. 


You  really  should  consider  the 
Nissarf  Stanza®  for  your  fleet.  For  one 
thing,  it  has  more  trunk  space  than  the 
Toyota  Camry  and  the  Ford  Tempo. 


Our  delivery  time  cycle  of  30-45 
days  for  popular  models  is  one  of  the 
best  in  the  business.  Our  dedicated  staff 
of  fleet  professionals  and  over  1,100 
fleet-minded  dealers  nationwide  are  also 
among  the  best  in  the  business.  So  what 
are  you  waiting  for?  Call  1-800-323- 
5313  and  order  the  Stanza  for  your  fleet. 
Of  course,  that's  just  a  suggestion. 


And  the  Nissan  Stanza's  2.4  liter,  fuel- 
injected  engine  churns  out  138  horse- 
power. Which  is  more  than  enough  to 
beat  Ford  Taurus,  Chevy  Lumina  and 
Toyota  Camry's  standard  engines. 


NISSAN 


Nissan  Fleet  Sales. 
Built  for  the  Human  Race: 


Smart  people  always  read  the  fine  print.  And  they  always  wear  theit  seat  belts  All  comparisons  based  on  1990  competitive  specifications. 


UP  &  COMERS 


Luxottica  chairman  and  demibillionaire  Leonardo  Del 
Vecchio  has  come  a  long  way  from  a  Milan  orphanage. 

Piccolissima  cosa 
no  more 


By  Katherine  Weisman 


Luxottica 
Chairman 
Leonardo 
Del  Vecchio 
Preferring 
14-hour 
workdays 
to  the  trendy 
slopes  at 
nearby  Cortina. 


While  eating  spaghetti  in  his  pied- 
a-terre  on  the  56th  floor  of  Manhat- 
tan's Trump  Tower,  Leonardo  Del 
Vecchio,  55,  says  he  doesn't  like 
American  tomatoes.  Too  sweet,  he 
complains. 

Who  is  this  finicky  Italian?  Del  Vec- 
chio is  the  founder  and  chairman  of 
Luxottica  Group,  SpA  (1990  reve- 
nues, $331  million).  Luxottica  is  Ita- 
ly's largest  manufacturer,  marketer 
and  distributor  of  eyeglass  frames,  as 
well  as  one  of  the  better-performing 
growth  stocks  on  the  New  York  Stock 
Exchange. 

While  it  is  headquartered  in 
Agordo,  a  small  town  near  Cortina  in 
the  Italian  Dolomites,  Luxottica  is  as 
American  as  it  is  Italian.  Of  the  9- 
million-plus  pairs  of  frames  Luxottica 
sold  last  year,  nearly  half  were  bought 
by  U.S.  consumers.  Since  1982  Lux- 
ottica's  share  of  the  highly  fragment- 


ed U.S.  market  for  eyeglass  frames  has 
grown  from  under  2%  to  a  market- 
leading  7%  or  more. 

U.S.  operations  are  run  by  Leonar- 
do's 34-year-old  son,  Claudio,  who 
took  charge  in  1982,  when  sales  here 
were  just  $28  million.  Today  they  are 
$143  million.  Worldwide,  Luxottica 
netted  $44  million  last  year,  a  net 
profit  margin  of  13%.  (Italian  neigh- 
bor and  rival  Safilo  Group  earned  8% 
on  1989  revenues  of  $197  million.) 

A  number  of  competitive  edges 
explain  Luxottica's  performance. 
One  is  service,  which  requires  a  strong 
distribution  system.  Unlike  many  of 
its  competitors,  Luxottica  owns  and 
runs  its  U.S.  distribution  company. 
This  has  enabled  it  to  build  strong 
loyalty  among  opticians,  few  of  whom 
stock  much  inventory:  Luxottica 
turns  around  orders  from  even  the 
smallest   customers    in    two    hours. 


Large  optical  chains  also  sing  Luxotti- 
ca's praises.  In  annual  vendor  evalua- 
tions, Luxottica  has  won  LensCraf- 
ters'  highest  overall  rating  among 
frame  suppliers  for  the  last  two  years. 

Another  key  advantage  is  the  fact 
that  eyeglasses  have  become  a  fashion 
'  business.  Del  Vecchio  has  licensing 
agreements  with  high-profile  design- 
ers— including  Giorgio  Armani  and 
Yves  St.  Laurent — and  with  them  pro- 
duces some  275  styles,  retailing  for  as 
much  as  $300  a  pair.  Last  year  the 
company  grossed  $100  million  on 
designer  frames.  It's  quickly  catching 
up  to  rival  Safilo,  marketer  of  the  Polo 
Ralph  Lauren  line  of  frames. 

As  a  player  in  the  fashion  game,  Del 
Vecchio  must  move  fast  to  exploit 
new  trends.  To  this  end,  Luxottica's 
design  team  churns  out  some  200 
new  frame  styles  a  year.  The  600-plus 
collection  of  nondesigner  frames  re- 
tails at  $40  to  $120  a  pair  and  makes 
up  70%  of  the  company's  revenues. 

Soft-spoken  and  immaculately 
groomed,  Leonardo  Del  Vecchio 
lives  a  short  walk  from  the  factor)'  in 
an  elegantly  restored  13th-century 
stable  in  Agordo.  But  he  is  no  arm- 
chair capitalist.  He  spends  much  of  his 
time  walking  his  factory's  floors,  chat- 
ting with  employees  about  produc- 
tion and  quality  control. 

Del  Vecchio  knows  about  hard 
work.  His  father  peddled  vegetables 
on  the  streets  of  Milan  and  died  be- 
fore Leonardo  was  born.  Unable  to 
support  her  five  children  during 
World  War  II,  Del  Vecchio's  mother 
sent  him  to  an  orphanage  when  he 
was  7.  He  worked  his  way  through 
design  school  as  an  apprentice  in  a 
factory  that  made  tooling  and  molds 
for  everything  from  automobile  logos 
to  jewelry  to  eyeglass  frames. 

In  1958  Del  Vecchio,  then  23, 
took  his  savings  and  opened  up  his 
own  molding  shop,  making  parts  for 
eyeglass  frames.  Three  years  later, 
with  the  backing  of  two  big  custom 
ers,  he  moved  from  his  small  Milan 
shop  to  Agordo  and  started  Luxot 
tica.  In  1969  he  began  making  frames 
under  his  own  brand  name,  buying  his 
partners  out  a  year  later. 

In    January    1990    Luxottica    bj 
passed  the  Milan  stock  exchange  and 
went  public  on  the  Big  Hoard   Merrill 
Lynch  sold  5.2  million  American  IV 
posit ary  Shares  (25%  of  Del  Vecchio's 
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W'  hen  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself.       :~ 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629  (FB).  New  York,  NY  10020. 


HOME  STRETCH 


J\±  SAA  we  order  our  aircraft 
custom-tailored  not  to  suit  us, 
but  to  suit  our  passengers.  This 
gives  you  that  rare  commodity 
in  an  airliner. . .  room.  Unlimited 
room  in  our  famous  VIP  Blue 
Diamond  Class.  Room  for  the 
business  traveler  to  relax  and 
work  in  Gold  Class. 

All  of  which  means  that  in 
the  long  run  you  can  stretch  out 
as  if  at  home. 

And  that,  together  with  our 
incomparable  service  and  cuisine, 
is  a  very  pleasant  way  to  fly 
either  via  Rio  de  Janeiro  or  our 
10  European  Gateways. 

For  more  information, 
contact  your  travel  agent  or  call 
1-800-722-9675.  Ir  New  York 
(212)  826-0996. 


(27%  of  the  company)  at  $19  apiece. 

Why  not  go  public  in  Italy?  "The 
Italian  stock  market  is  not  serious," 
responds  Del  Vecchio,  his  speech 
typically  bouncing  between  English 
and  Italian.  "If  we  listed  there,  we 
would  have  been  a  piccolissima  cosa 
:  [teeny  thing] .  On  the  NYSE,  c'e  rispetto 
[there's  respect]  for  everybody,  picco- 
lo e^rande" 

Luxottica's  financials  require  no 
translation.  Unlike  Fiat  and  other 
Italian  companies  with  adrs  listed  on 
the  Big  Board,  Luxottica  always  re- 
ports in  dollars  and  in  accordance 
with  generally  accepted  accounting 
principles.  "Merrill  said  it  was  bet- 
ter," says  Del  Vecchio. 


Computers  speed  design  and  manufacturing 
From  concept  to  market  in  60  days. 


To  continue  to  grow — Luxottica's 
sales  have  climbed  16%  a  year  over  the 
past  five  years — Del  Vecchio  recently 
formed  a  joint  venture  with  Japanese 
eyewear  maker  Charmant  to  distrib- 
ute frames  in  Japan.  The  company 
owns  distributors  in  Germany  and 
Canada  and  has  equity  stakes  in  all  of 
its  international  distributors.  Del 
Vecchio  hopes  to  push  the  company's 
higher  margin  designer  lines  up  to 
50%  of  revenues  within  tour  years. 

Luxottica's  shares  recently  traded 
at  28'/2,  or  13  times  estimated  1991 
earnings.  At  that  price,  Leonardo  Del 
Vecchio's  73%  of  the  company  is 
worth  $470  million.  It  might  be 
worth  more  had  the  $80  million  pro 
ceeds  from  the  public  offering  been 
used  to  finance  the  already  cash  rich 
company's  growth.  Instead,  shrugs 
Del  Vecchio,  it  "went  right  in  m\ 
pocket      I  mean  mv  portfolio."      ■■ 
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SHERIDAN    •    LOVELL 


GUERNSEY    •    MEDICINE    BOW 


l'IMH 


GLENROCK    -    LINGLE   •   SARATOGA 


We  Don't  Want  You  To  Have  Our 
%  Award- Winning  Free  Brochure. 


npowi 


\ 


Unless  you  're  planning  to 
expand  or  relocate  your  business. 


Iou  may  have  noticed  that  a  lot  of  states  don't  much  care  whether  you  move  your 
business  there  or  not.  Unless  you  happen  to  be  General  Motors,  you  won't  get  much  more  out  of 
most  states  than  their  free  brochure. 

Well,  it's  different  in  Wyoming.  We're  small  enough  that  a  small  business  can  make  a  big 
difference  here.  So  that's  what  we're  looking  for. 

We  don't  have  the  resources  to  go  out  and  meet  with  every  business  that  might  conceivably  be 
interested  in  what  we  have  to  offer.  But  if  you're  serious  about  a  move,  and  if  you're  serious  about 
cutting  the  cost  of  doing  business,  just  give  us  a  call.  We'll  show  up  at  your  door  and  tell  you  all  about 
our  almost  non-existent  tax  situation  and  our  amazingly  inexpensive  real  estate.  We'll  show  you  the 
sites,  guide  you  through  the  permitting  process,  help  you  hire  a  productive  workforce,  and  more. 


But  frankly,  we  can't  afford  lo  do  it  unless  you're 
seriously  in  the  market  for  a  new  business  location. 
If  you  are,  tall  (800)  262-3425. 

We're  as  interested  in  you  as  you  are  in  us. 


WYOMING 

If  it  sng/it  for  )vu. 

It  s  light  for)  vur  business. 
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How  Dr.  Thomas  Prose  brought  new  meaning  to  the  term  "hotel  doctor" 
and  could  make  a  nice  little  fortune  for  himself. 


Room  service 


By  Jerry  Flint 


Dr.  Thomas  Prose  in  his  habitat,  the  Ritz-Carlton 


You  can  sleep, 
eat  and  drink  in  hotels. 
But  what  happens  if  you 
get  sick  in  them? 
Meet  the  hotel  doctor. 


True  story.  In  January'  I  flew  to 
Detroit  to  cover  the  auto  show.  Mv 
wife,  Kate,  was  righting  a  cold  but 
came  along.  Our  second  night  in  De- 
troit Kate  was  seriously  worse.  Near 
midnight  I  called  the  Radisson  Hotel 
Pontchartrain  operator  for  a  doctor. 
At  12:45  a.m.  there  was  a  knock  on 
the  door.  White  doctor's  jacket,  black 
bag,  tall,  incredibly  neat,  pleasant, 
polite,  confident. 

Meet  Thomas  Prose,  hotel  doctor. 

Probably  bronchial  pneumonia,  he 
said — giving  her  a  shot  and  pills — but 
your  wife  will  be  fine.  His  bill  for  S230 
was  tacked  on  to  our  hotel  bill. 

Dr.  Prose,  I  came  to  learn  when  I 
looked  him  up  on  my  next  trip  to 
Detroit,  is  more  than  just  a  hotel 
doctor.  He's  the  founder  of  a  year-old 
company  that  supplies  medical  ser 
vices  to  some  113  Detroit  hotels, 
including  the  Ritz-Carlton  and  the 
River  Place  Inn. 

His  little  ($2  million  revenues) 
company,  not  surprisingly,  is  called 
Hotel  Doctor.  The  15  doctors  on  the 
staff  make  about  100  calls  a  week, 
treating  travelers  with  everything 
from  flu  to  bladder  infection. 

Just  34,  Prose  is  a  1982  graduate  of 
the  University  of  Michigan  Medical 
School.  He  has  the  bedside  manner  of 
an  old-fashioned  country  doctor, 
with  a  lot  of  business  savvy  thrown  in. 
The  son  of  a  Grand  Rapids  dime  store 
owner,  he  felt  unchallenged  by  the 
idea  of  settling  into  a  comfortable 
private  practice. 

So  on  completion  of  his  internship 
at  Detroit's  St.  John's  I  lospital  in 
1983,  he  and  two  partners  opened  up 
an  urgent  care  center  a  so  called 
doc  in  .i  box  in  a  Detroit  suburb. 
Over  the  next  year  the  group  opened 
two  more  centers  Then  Prose  no 
deed  that  hospitals  were  moving  into 
the  business 

"The  supply  side  of  the  equation 
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ent  up  tremendously,  while  demand 
ayed  fairly  stable,"  he  says.  Figuring 
lat  the  market  was  ready  to  collapse, 

:  sold  out  to  his  partners  in  1984. 

Next  he  started  General  Medicine, 

C.  (professional  corporation), 
hich  leases  the  services  of  65  M.D.s 
>  staff  and  manage  hospital  depart - 
tents,  including  the  intensive  care 
cilities.  "Physicians  today  are  look- 
ig  more  for  what  you  might  call  a 

b,"  says  Prose,  explaining  how  he 
as  able  to  recruit  staff.  "They  are 
verwhelmed  by  the  business  of 
ledicine — covering  office  staff,  ob- 
dning  leases,  practice  insurance,  set- 
mg  up  a  corporation.  And  they're 
arned  off  most  by  the  maze  of  medi- 
lil  insurance  programs." 

Then  came  Hotel  Doctor,  a  part  of 
General  Medicine.  A  friend  who  had 
otten  sick  while  traveling  told  Prose 
ow  he  called  for  the  hotel  doctor, 
7ho  showed  up  with  liquor  on  his 
reath.  Prose  smelled  another  busi- 
ess  opportunity. 

So  the  enterprising  M.D.  decided 
)do  a  little  hands-on  research.  He 
'ent  to  the  airport  and  asked  passers- 
y  questions  like:  "How  long  are  you 
raying  in  the  area?  Are  you  having 
ny  health  problem  today?  A  cold? 
lu?  Are  you  missing  a  prescription?" 

Prose  found  the  incidence  of  ail- 
lent  was  around  1%.  Then  he  looked 
t  the  lodging  industry  in  the  Detroit 
rea — number  of  rooms,  occupancy, 
urnover  rate.  Potential  demand,  he 
ays,  "came  out  to  be  around  one  call 
er  100  units  a  week."  With  over 
5,000  area  hotel  rooms,  it  looked 
ke  a  business  that  might  work. 

Next  came  the  challenge  of  signing 
Jp  customers.  "I  got  on  the  road, 
oming  in  unannounced.  As  a  physi- 
ian,  I  stood  a  good  chance  of  getting 
a  the  door  on  a  cold  call.  And  the 
eception  level^was  very  high." 

One  early  call  was  to  the  Ritz- 
^arlton.  From  discussions  with  the 
lotePs  managers,  he  came  up  with  a 
ort  of  corporate  philosophy.  "We 
ecognized  that  in  Hotel  Doctor,  90% 
>f  what  we  were  doing  was  presenta- 
ion,"  he  says. 

"So  the  perception  on  the  part  of 
he  guest  must  be  that  we  provide 
ervice  as  well  as  or  better  than  the 
naitre  d',  the  concierge,  the  door- 
nan."  Hence,  the  quick  call  back  to 
he  ailing  guest  who's  called  for  a 
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Time  out. 

Summer  here  has  a  rhythm 
all  its  own.  It's  a  season 
awash  with  color.  Refreshing 
as  an  ocean  breeze. 

At  The  Cloister  and  Sea 
Island-a  time,  above  all 
a  place,  to  celebrate  family. 

Share  a  beach  outing.  Re- 
discover golf,  tennis.  Bask  at 
the  Beach  Club.  Moment 
by  moment,  Summer  hums 
with  happy  activity. 

Our  junior  social  staff  and 
planned  events  add  to  the 
chorus.  Leaving  you  time  for 
dining,  dancing— Summer 
romance!  The  Cloister® 
Sea  Island,  GA  31561. 
800-SEA-ISLAnd. 
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THE  CLOISTER® 


Family  Festival, 

July  7 -Sept.  2 

Home  rentals- 

912-638-5112 
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"Simplify,  Simplify!" 

Applied  Metelligence 
from  Fansteel/VR  Wesson 
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Well  over  a  century  ago,  Thoreau  dispensed 
advice  of  critical  importance  to  modern 
manufacturing:  "Simplify,  Simplify!" 
A  half  century  ago,  Fansteel/VR  Wesson 
became  a  major  producer  of  tools  and 
tungsten  carbide  bits  for  the  mining  and 
construction  tool  industries.  Today,  the  advent 
and  installation  of  Computer  Numerically 
Controlled  machining  at  our  Lexington, 
Kentucky  plant  has  turned  Thoreau's  advice 
into  a  great  competitive  advantage. 

etelligence- 

We  now  purchase  partially  machined  tool 
holder  forgings  and  produce  a  range  of 
products  from  them.  The  results? 

•  Inventories  are  reduced. 

•  Slow  moving  products  are  remanufactured 
into  those  in  greater  demand. 

•  More  forgings  of  fewer  parts  are 
purchased,  minimizing  forging  errors. 

A  "simple"  exercise  in  Applied  Metelligence 
from  Fansteel/VR  Wesson .  .  .  and  another  reason 
it  will  pay  you  to  know  more  about  us. 


These  tungsten  carbide  bits  and  their 
blocks  are  representative  of  the  tools 
produced  by  VR  Wesson-Lexington  for 
the  construction  and  mining  industries. 


anstccl 

1  Tantalum  Plaiv 

North  Chicago,  11,60064 
708-689-4900 


doctor,  as  well  as  the  "uniform" — 
white  hospital  jacket,  dress  shirt  and 
tie,  a  photo  identification  badge  and 
black  bag. 

Within  a  month,  he  had  signed  up 
over  100  hotels,  offering  the  services 
of  the  doctors  who  worked  for  Gener- 
al Medicine.  Prose  says  Hotel  Doctor 
averages  100  hotel  calls  a  week  at 
$120  to  $250  each.  The  doctors  take 
60%  to  65%  of  that.  Hotel  Doctor 
takes  the  rest. 

Tom  Prose  is  now  working  on  his 
M.B.A.  at  the  University  of  Michigan. 
Whether  a  born  entrepreneur  like  him 
needs  business  school  is  an  open  ques- 
tion, but  Prose  figures  he  has  a  good 
deal  to  learn  about  the  principles  of 
doing  business. 

"My  goal  is  not  to  be  a  million- 
aire," Prose  says.  "Hotel  Doctor  is 

The  idea  took  root 
when  a  friend  of  Prose's 
took  sick  traveling.  The 
doctor  sent  by  the  hotel 
showed  up  with  liquor 
on  his  breath.  Prose  set 
out  to  survey  demand. 
He  went  to  Detroit's 
airport  and  asked 
passersby:  "How  long 
are  you  staying  in  the 
area?  Have  any  health 
problems?" 


what  I  love  doing.  You  earn  a  fair" 
living,  as  well  as  or  better  than  some- 
one in  practice.  But  you  have  a  lot 
more  fun." 

Still,  Thomas  Prose  is  not  the  kind 
of  person  who  can  stand  still  for  long. 
The  business,  he  says,  has  lots  of 
opportunity  for  growth — through 
franchising  or  licensing,  perhaps,  or 
by  expanding  into  other  areas,  such  as 
executive  apartments  that  want  a  doc- 
tor on  call.  These  apartments  are  used 
by  businessmen  on  short-term  assign- 
ment. Half  of  Hotel  Doctor's  reve- 
nues come  from  them  already. 

Is  his  goal  to  build  the  company  to 
critical  mass,  then  sell  out?  "It  would 
be  like  selling  your  1 -year-old,"  he 
replies.  "When  she's  18  and  goes  off 
and  gets  married,  it  doesn't  bother 
you  as  much." 

By  then  you  can  bet  Tom  Prose  will 
have  additional  "daughters."  Re- 
member, he's  still  only  34.  WM 
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Ford  carit  say 
nothing. 


■  MIIH.'.Mllft 


EDITED  BY  LAURA  SAUNDERS 


Owners  of  closely  held  businesses  organized  under 
Subchapter  S  face  nit-picking  rules  and 
draconian  penalties. 

They  want  to 
sink  your  Sub  S 


Should  a  $60  million  company  lose 
its  Subchapter  S  status  simply  because 
of  a  $900  inequality  in  car  insurance 
payments? 

If  you  think  not,  beware  the  irs' 
proposed  Subchapter  S  regulations. 
As  they  are  now  drafted,  such  a  thing 
could  easily  happen,  and  nearly  did  to 
a  small  manufacturing  company  in 
Alabama.  It  got  off  the  hook  only 
because  IRS  officials  decided  the  rules 
wouldn't  apply  retroactively. 

The  bad  news  is  that  regulations 
may  yet  apply  to  companies  going 
forward.  Unless  something  is  done  to 
make  the  rules  less  draconian,  the  IRS 
will  "make  it  as  difficult  as  possible  for 
ordinary  taxpayers  to  make  use  of 
Subchapter  S,"  says  Georgetown 
University  tax  professor  Martin 
Ginsburg. 

This  disaster  stems  from  a  1982  tax 
change  in  which  Congress  expanded 
the  simplified  form  of  incorporation 
detailed  in  Subchapter  S  of  the  tax 
code.  It  gives  firms  with  35  or  fewer 


shareholders  (70,  including  spouses) 
the  liability  protection  of  corporate 
form  plus  the  passthrough  features  of 
a  partnership:  Subchapter  S  compa- 
nies pay  no  corporate -level  taxes. 

Instead,  they  pass  profits  through 
to  shareholders,  who  pay  tax  on  them 
at  individual  rates.  Sub  S's  have  been 
especially  popular  since  the  1986  tax 
reform  made  individual  rates  lower 
than  corporate  ones  for  the  first  time 
in  decades;  1 .4  million  Sub  S  returns 
are  filed  annually  by  small  and  not-so- 
small  businesses. 

It  has  taken  the  irs  eight  years  to 
come  out  with  regulations  imple- 
menting the  law.  But  some  wish  the 
irs  hadn't  bothered,  because  unless 
the  rules  are  softened,  they  could 
disqualify-  literally  thousands  of  Sub 
S's.  "Small  businesses  need  a  corpo- 
rate form  that  is  idiot-proof,  but  these 
regulations  head  in  exactly  the  wrong 
direction,"  says  attorney  Peter  Faber 
of  New  York's  Kaye,  Scholer,  Fier- 
man,  Havs  &  Handler. 


The  chief  problem  is  a  provision 
regarding  "disproportionate  distri- 
butions." As  written,  the  rules  say 
that  any  time  one  shareholder  gets 
something — such  as  money  or  fringe 
benefits — that  another  doesn't,  the 
company's  Subchapter  S  status  is 
jeopardized.  Why?  Because  such  an 
unequal  distribution  creates  a  second 
class  of  stock,  something  strictly  for- 
bidden to  Sub  S's. 

This  is  what  nearly  trapped  a  cli- 
ent— which  wishes  to  remain  name- 
less— of  cpa  James  Ellis  in  Dothan, 
Ala.  This  family-owned  manufactur- 
ing firm  with  $60  million  in  1988 
revenues  wrongly  paid  about  $5,000 
of  insurance  on  several  shareholder 
cars  in  1988.  The  mistake  turned  up 
in  an  IRS  audit. 

Ellis  says  the  agent  insisted  that  the 
regulations  forced  her  to  revoke  the 
firm's  Subchapter  S  status.  The  prob- 
lem was  not  that  the  insurance  pay- 
ments were  improper — which  they 
were — but  that  they  were  dispropor- 


More  corporate 
grief,  state  by  state 

Sub  S  owners  face  head- 
aches on  the  state-tax  front 
as  well,  warns  Grant 
Thornton  state-tax  expert 
Stephen  Ryan. 

Trouble  comes  in  the 
form  of  the  Mode!  Sub- 
chapter S  law  up  for  con- 
sideration by  the  states. 
Though  the  act  was  in- 
tended to  simplify  state  Sub 


S  laws,  it  may  have  the 
opposite  effect,  in  part  be- 
cause it  doesn't  reflect 
federal  law  changes  made 
since  1985. 

Ryan  notes  that  one 
provision  meant  to  prevent 
out-of-state  shareholders 
from  evading  state  taxes 
would  prevent  those 
shareholders  from  using 
Sub  S  losses  to  shelter 
other  taxable  income, 
something  that  even  Un- 


cle Sam  allows. 

The  act  would  also  cre- 
ate an  administrative  night- 
mare: Firms  would  have 
to  maintain  separate  basis 
computations  for  each 
shareholder  of  each  Sub  S 
for  each  state  in  which  the 
business  operates.  Also. 
Sub  S  corporations 
would  have  to  track  and  ac- 
count for  corporate  and 
individual  adjustments  to 
income,  like  taxability  of 


interest  on  government 

bonds,  for  each  state. 

So  tar  the  act  has  been 
adopted  by  Hawaii  and 
North  Carolina,  and  it 
has  strongly  influenced  leg 
lslation  in  Alabama.  Most 
important,  it  appears  head 
ed  tor  approval  by  the 
powerful  Multistats  1  a\ 

(  ommission,  which  is 
made  up  largely  of  western 

states,  including  (alitor 
nia.  Look  out.        I..S      H 
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Nothing. 


That's  exactly  what  you'll  pay  to  repair  a  Mazda  long  after  you'd  start  paying  sub- 
stantial amounts  to  repair  a  Chevy,  Ford  or  Plymouth.  That's  because  every  Mazda 
sedan,  sports  coupe,  minivan  and  truck  comes  standard  with  our  no-deductible, 
36-month/50,000-mile,  "bumper-to-bumper"  warranty.  Combine  the  savings 
from  the  Mazda  warranty  with  our  well  established  high  resale  value,  and  you  end 
up  with  a  fleet  operator's  dream:  low  lifecycle  costs.  To  get  complete  information 
about  Mazda  cars  and  trucks,  and  their  unbeatable  warranty,  call  our  National 
Fleet  Sales  Office  at  (714)  727-6453.  They'll  be  glad  to  tell  you  all  about  nothing. 


It  Just  Feels  Right 


1991  Ma:Ja  Motor  of  America,  Inc. 


A  promise  that  being  away  trom  work  wont  reel  like  being  out  or  work. 


A  promise  to  remember  tbat  get  well  cards  and  daisies  don't  pay  tbe  medical  bills. 


A  promise  tbat  skipped  Iwncb  and  midnight  oil  will  be  investments  that  pay  oft. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  hroken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 

m 

MassMutual9 

©1990  Massachusetts  Mutual  Lile  Insurance  Co   Spongioid,  MA  01111  We    help   yOU   Keep   VOUr   prOmlseS. 
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©  1991  THE  FRESH  AIR  FUND 


Field  of  dreams. 


Most  city  children  only  get  to  dream  about 
wide  open  grassy  fields  or  cool  country  streams. 

But  with  a  gift  of  $314  to  The  Fresh  Air  Fund, 

a  city  kid  can  actually  wake  up  as  a  country  boy 

for  two  glorious  weeks  this  summer. 

Please  give  to  The  Fresh  Air  Fund  at 

1040  Avenue  of  the  Americas, 

New  York,  NY  10018. 

It  could  be  the  dream  of  his  lifetime. 


The  Fresh  Air  Fund 

Because  we  all  have  enough  to  share. 


A  copy  of  the  last  financial  reports  filed  with  the  Department  of  State  may  be  obtained  by 
writing  to:  New  York  State  Department  of  State,  Office  of  Chanties  Registration,  Albany, 
NY  12231,  or  The  Fresh  Air  Fund,  1040  Avenue  of  the  Americas,  New  York,  NY  10018. 


Why  Is  Missouri 
A  Smart  Business  Move? 

Ask  350  Of  The 
Fortune  5oo  Companies. 


If  you're  a  manufacture!;  you  should 
know  why  so  many  successful  companies 
are  doing  business  in  Missouri. 

Just  call  our  toll-free  number  and  we'll 
send  you  a  copy  of  our  Executive  Planning 
Summary.  It  details  the  economic  benefits 
of  Missouri's  central  location,  and  gives  you 
specific  information  about  financing,  tax 
incentives,  job  training  programs  and 
much  more 

So  call  today.  Because  Missouri  may  be  the 
smartest  move  you'll  ever  make 

Missouri 

Advantage 

PO  Box  118,Jefferson  City,  MO  65102 


Call  today  for  your 
FREE  brochure 

1-800-523-1434 
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donate  to  the  owners'  shareholdings. 
However,  none  was  out  of  sync  by 
more  than  $900. 

Losing  its  Sub  S  status  would  have 
been  a  calamity  for  the  company.  It 
would  have  owed  an  entire  extra  layer 
of  corporate  taxes  on  profits,  and  all 
'  personal  and  individual  tax  returns  for 
affected  years  would  have  had  to  be 
recomputed.  In  addition,  the  compa- 
ny couldn't  have  elected  Sub  S  status 
for  another  five  years.  So  it  was  pre- 
pared to  fight  the  IRS  in  court.  Fortu- 
nately, it  didn't  have  to,  because  in 
February  the  IRS  bowed  to  public 
outcry  and  declared  the  rules 
wouldn't  be  retroactive. 

But  that's  cold  comfort  to  compa- 
nies that  may  fall  afoul  of  the  rules  in 
the  future.  In  addition  to  the  rules 
about  improper  distributions,  there 
are  also  strict  provisions  on  stock  op- 
tions and  the  classification  of  debt  for 
Sub  S's.  Though  far  less  widely  appli- 
cable, they  could  still  trip  up  many 
firms.  For  example,  a  Sub  S  that  raises 
capital  by  issuing  stock  options  would 
be  disqualified.  Ditto  if  the  taxmen 
decide  a  loan  from  a  shareholder  is 
really  equity. 

For  its  part,  the  IRS  is  now  offering 
glimmers  of  hope  to  the  beleaguered. 
An  official  says  the  Service  is  consider- 
ing adding  a  variety  of  safe  harbors,  de 
minimis  rules  and  correction  periods 
to  soften  the  regulations.  "We  never 
intended  to  have  minor  differences 
cause  termination  of  Sub  S  status," 
he  says. 

If  not,  then  why  were  the  rules 
written  this  way?  It  could  be  a  bar- 
gaining tactic.  The  irs  recendy  put 
out  a  harsh  version  of  another  regula- 
tion, one  disallowing  certain  losses  of 
related  corporations  filing  consolidat- 
ed returns,  only  to  soften  it  after  a 
public  outcry.  Maybe  the  idea  is  to  hit 
the  taxpayer  with  a  big  stick  so  it  feels 
good  when  it  stops. 

Affected  companies  should  watch 
this  issue  closely.  Running  a  small  or 
closely    held    business    is    complex 
enough  without  this  sword  ofDamo 
cles.  The  irony  is  that  Sub  S  classifies 
tion  is  not  an  area  that  has  been  rife 
with   abuse.    "People   will   flout  irs 
rules  to  save  a  few  dollars,"  says  Grant 
Thornton  tax  expert    Thomas  Ochl 
enschlager,  "bul  they  gel  very  conser 
vative  when  the  company's  entire  tax 


status  is  on  the  line 
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It's  q  whole  new  deal  for  American  business.  Lanier 
gives  you  the  right  to  a  free  replacement  copier  if  you 
decide  your  new  Lanier  copier  is  not  performing  to 
your  satisfaction.  Plus  we  guarantee  it  to  be  up  and 
running  98%  of  the  time.  You're  guaranteed  a  loaner  if 
your  system  is  down  more  than  8  hours.  And  you're 
guaranteed  a  24-hour  toll-free  Hot  Line  for  any 


questions  you  might  have  after-hours.  So  for  more 
productivity  call  1  -800-852-2679.  And  get  all  the 

details  on  the  latest  American  document  to  guarantee 
freedom:  The  new  Lanier  Performance  Promise. 


Some  restrictions  apply.  See  your  Lanier  Copier  Representative  for  full  details. 


Name: 


Company: 


Address: 
City: 


State: 


Zip: 


Phone: 


Mail  to  Lanier  Information  Center,  P.O.  Box  785 
Dayton,  Ohio  45401  or  Fax  to:  (513)  252-9703. 

Please  send  me  free  information  about  Lanier: 
□  Copiers  □  Fax  □  Dictation 


LANIER 

COPYING      SYSTEMS 
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At  least  28  states  are  facing  horrendous  budget  deficits. 
How  come  municipal  bond  prices  aren't  collapsing? 

Is  there  such 
a  thing  as 

municipal  junk? 


By  William  Tucker 

Which  state  or  local  government 
has  the  nation's  largest  outstanding 
debt?  Is  it  New  York  State,  with  its 
gargantuan  social  programs  and  in- 
credibly wasteful  bureaucracy?  Or 
California,  with  the  world's  eighth- 
largest  economy? 

No,  it's  New  York  City.  With  a 
general  obligation  debt  of  $13.8  bil- 
lion and  its  bonds  trading  only  two 
notches  above  junk,  New  York  City 
would  seem  to  be  in  big  trouble. 
Municipal  unions  want  even  more, 
the  population  is  overtaxed  and  the 
city  is  racing  a  $1.8  billion  projected 
deficit  for  fiscal  1992.  Productive  citi- 
zens are  taking  their  businesses  and 
their  fax  machines  and  fleeing,  leaving 
behind  an  ominous  pool  of  welfare 
cases  and  government  employees. 

So  is  the  municipal  bond  market 


worried?  Nah.  Over  the  past  year, 
prices  of  medium-term  general  obli- 
gation bonds  have  climbed  10%. 

"The  size  of  New  York  City's  debt 
does  not  frighten  me  one  bit,"  says 
Corbin  Marr,  vice  president  for  fixed 
income  at  Shearson  Lehman  Broth- 
ers. "There  are  very  few  states  that 
have  either  the  population  or  re- 
sources of  New  York  City." 

This  ho- hum  response  is  entirely 
typical  of  the  municipal  bond  mar- 
ket's reaction  to  the  fiscal  crisis  afflict- 
ing so  many  states  and  municipalities. 

"I'm  a  natural  pessimist,  but  I  liter- 
ally cannot  think  of  a  single  circum- 
stance in  which  I  would  be  duly  con- 
cerned about  municipal  bonds  right 
now,"  says  Michael  Hardie,  director 
of  municipal  investing  at  Colonial 
Investment  Management  Services  of 


These  places  could  be  overrated 
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Boston.  "The  economics  just  don't 
worry  me  at  all." 

All  this  contrasts  sharply  with  the 
news  coming  out  of  the  state  capitals 
and  city  halls.  Twenty-eight  states  are 
considered  to  be  facing  budget  defi- 
cits in  fiscal  1992.  A  record  seven 
<  states  are  on  Standard  &  Poor's  credit 
watch,  meaning  their  ratings  may 
soon  be  lowered.  Connecticut  is  one 
of  them.  Its  deficit  is  projected  to  be 
near  $2  billion  on  a  spending  budget 
of  only  $6  billion,  assuming  the  legis- 
lature does  nothing  to  raise  taxes  or 
cut  programs. 

Among  cities,  the  situation  may  be 
worse.  Philadelphia  has  already  plum- 
meted below  investment  grade  and  is 
now  rated  CCC  by  Standard  & 
Poor's.  Bridgeport,  Conn,  is  near 
bankruptcy  and  is  being  sued  by  its 
own  state-imposed  Financial  Review 
Board  to  raise  its  taxes.  New  York 
City's  bonds,  although  rated  A-  by 
Standard  &  Poor's,  are  actually  trad- 
ing one  notch  lower  ( BBB )  because  of 
the  market's  perception  of  their  con- 
tinuing deterioration. 

So  why  the  laid-back  attitude 
among  the  experts?  Municipal  bond 
investors  live  with  the  supreme  confi- 
dence that,  come  what  may,  munici- 
pal governments  will  always  be  able  to 
raise  taxes  in  order  to  pay  their  bills. 
"If  somebody  started  talking  about 
zero  tax  rates,  I'd  be  worried,"  says 
Hardie  of  Colonial  Investment. 
"Short  of  that,  I  really  don't  see  any 
problems." 

"Even  in  Philadelphia,  where 
things  have  pretty  much  fallen  apart, 
they  still  haven't  missed  a  payment," 
says  Kurt  Larson,  vice  president  and 
senior  portfolio  manager  at  IDS  Finan 
cial  Services  in  Minneapolis.  "The 
feeling  among  investors  is  that  the 
ability  to  pay  is  there,  it's  just  a  matter 
of  exercising  the  political  will  to  raise 
the  money." 

Some  of  this  confidence  in  the  po- 
litical will  may  be  misplaced. 

Investors'  faith  in  governments' 
taxing  powers  is  often  passed  back  to 
municipal  officials  as  ratification  of 
their  financial  policies.  Tim  tends  to 
make  governments  a  lot  more  confi 
dent  that  they  can  always  get  money 
when  they  need  it.  "Our  bond  sale  in 
February  was  oversubscribed,  even 
though  Moody's  had  just  lowered  our 
bond  rating,"  said  Sally  Ilernande/ 
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Pinero,  New  York  City's  Deputy 
Mayor  for  Finance  &  Economic  De- 
velopment. "I  truly  believe  that  there 
is  still  a  great  deal  of  investor  confi- 
dence in  the  quality  of  New  York  City 
paper." 

Most  investors  like  to  point  to  New 
York's  fiscal  crisis  of  1975,  noting  that 
the  city  never  defaulted  on  any  of  its 
bonds.  (It  did  default  on  some  short- 
term  notes.) 

Yet  the  world  of  municipals  has 
changed  significantly  since  the  Tax 
Reform  Act  of  1986,  and  in  ways  that 
could  make  a  difference  the  next  time 
a  city  or  state  goes  to  the  brink. 

"The  biggest  shift  has  been  the  loss 
of  the  banks,"  said  Hardie.  "They 
were  among  the  biggest  holders,  but 
the  1986  act  took  away  their  tax 
deductions."  In  1980  commercial 
banks  owned  43%  of  all  municipal 
bonds,  property  /casualty  companies 
owned  28%  and  individuals  owned 
another  28%,  often  through  mutual 
funds  or  unit  investment  trusts.  To- 
day the  banks  own  only  16%,  proper- 
ty/casualty companies  17%  and  indi- 
viduals 67%. 

As  a  result,  the  banks — which 
played  such  a  large  role  in  rescuing 


New  York  City  in  1975 — will  not  be 
available  for  arm-twisting  this  time 
around.  "Big  banks  played  a  tremen- 
dous role  in  helping  New  York  City 
through  its  crisis,"  says  Andrew  Row- 
ley, a  managing  director  at  Morgan 
Stanley.  "Now  most  of  New  York 
City's  paper  is  held  by  mutual  funds 
whose  main  responsibility  is  to  their 
investors."  If  the  investors  start  to 
redeem,  the  funds  have  no  choice  but 
to  dump  their  bonds.  Significandy, 
most  of  these  big  holders — the  Frank- 
lin funds  of  San  Mateo,  Calif,  the 
Nuveen  funds  of  Chicago  and  the 
Fidelity  funds  of  Boston — are  based 
outside  of  the  problem  cities  and, 
unlike  the  banks,  have  no  particular 
local  loyalties. 

Bond  insurance — the  latest  source 
of  sleep-at-night  security— may  not 
be  all  that  invulnerable  either. 

In  1990, 26%  of  the  $130  billion  in 
new  municipal  issues  carried  bond 
insurance,  which  raises  rating  to  AAA. 
But  some  skeptics  are  questioning  just 
how  reliable  this  insurance  can  be. 
"We're  in  completely  uncharted  terri- 
tory here,"  said  Mark  Cohen  of  Fitch 
Investors  Services.  "There  is  $450 
billion  in  principal  and  interest  on  the 


books  of  the  insurance  companies  and 
nobody  has  ever  tested  their  ability  to 
pay  off.  I  can  see  the  insurers  handling 
one  municipal  default,  but  I  can't 
picture  them  tackling  two." 

Taking  all  this  together,  one  gets 
the  feeling  that  municipal  bondhold- 
ers and  the  folks  who  advise  them  are 
being  a  little  bit  complacent. 

"In  a  state  like  Connecticut,  there's 
an  obvious  solution  to  budget  prob- 
lems," said  Steven  Gold  of  the  Center 
for  the  Study  of  the  States,  in  Albany. 
"The  state  can  impose  an  income  tax 
and  probably  will.  But  New  York 
State  and  New  York  City  are  virtually 
taxed  out.  There  just  isn't  any  way 
that  more  tax  revenues  can  be 
squeezed  out  of  these  people  without 
leading  to  a  flight  or  a  revolt." 

State  and  local  governments  may 
seem  invulnerable  now,  but  if  defaults 
begin  to  happen  or  if  investors  panic, 
it  will  be  awfully  difficult  to  bring  the 
slide  to  a  halt.  The  federal  govern- 
ment would  have  to  step  in,  but  it 
might  not  be  willing  to  make  all  the 
investors  whole.  And  with  roughly 
$800  billion  in  munis  outstanding, 
the  costs  of  a  potential  bailout  would 
be  staggering.  ■■ 
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Advo-System,  the  nation's  biggest  direct  mail  outfit, 
wants  to  know  more  than  your  address. 

You've  no  place 
to  hide 


By  Suzanne  L.  Oliver 

Doks  YOUR  MAILBOX  brim  with  solici- 
tations? Blame — or  credit — Advo- 
System,  Inc.,  which  each  year  spends 
$300  million  in  postage  to  send  out 
18  billion  pieces  of  advertising. 

That's  about  seven  pieces  a  week  to 
half  the  households  in  America.  But 
Advo,  the  nation's  largest  junk  mailer, 
has  only  begun  its  assault  on  the 
nation's  mailboxes. 

Direct  mail  has  been  the  fastest- 
growing  part  of  the  advertising  busi- 
ness. Direct  mail  advertising  expendi- 
tures rose  threefold,  to  $24  billion, 
from  1980  to  1990.  Today  they  ac- 


count for  18%  of  total  advertising 
expenditures.  The  current  recession 
has  slowed  the  business,  true,  but  not 
as  much  as  it  has  hit  newspaper  and 
television  advertising. 

Recession  or  no,  Robert  Kamer- 
schen,  chief  executive  officer,  has  big 
plans.  He  wants  to  turn  the  $655 
million  (revenues)  company  from  a 
low-margin,  high-volume  distributor 
of  promotional  advertising  into  a  mi- 
cromarketing  powerhouse — identify- 
ing prospective  consumers  by  their 
specific  buying  habits  and  targeting 
individual    pitches    to    households: 


knowing,  for  instance,  that  you  drive  a 
Volvo  sedan,  have  a  yellow  Labrador 
and  buy  your  cotton  sweaters  from 
Lands'  End. 

Kamerschen,  55,  figures  that  with 
such  specific  data,  advertisers  will  pay 
him  $200  to  reach  1,000  households, 
up  from  $35  per  1,000  now  for  crude 
data  that  can  merely  separate  zip 
codes  by  affluence  and  by  demo- 
graphic groups. 

Nearly  all  of  Advo's  $655  million  in 
revenues  comes  from  so-called  shared 
mail  products  in  which  mailing  costs 
are  held  down  by  combining  third- 
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...more  than 
you  imagined. 


From  the  conveyer  belt  to  the  trash  bin 

By  combining  their  junk  mail,  Advc-System  cuts  its  clients' 

postage  costs  by  one-third  and  makes  a  handsome  return  for  itself. 


class  mailing  circulars  and  advertise- 
ments from  Advo  customers  into  one 
package.  These  range  from  your  local 
dry  cleaner  to  McDonald's. 

As  your  brimming  mailbox  proba- 
bly attests,  this  is  a  growing  busi- 


ness— and  Advo's  profit  margins  are 
growing,  too.  On  the  ropes  three 
years  ago  after  a  26%  third-class  post- 
age hike,  the  company  earned  $16.4 
million  in  1990 — providing  stock- 
holders with  a  27%  return  on  equity. 


In  spite — or  perhaps  because — of 
its  rapid  growth,  Advo  was  in  trouble 
when  Kamerschen  took  over  in  1988. 
That  year  it  lost  $4  million  and  its 
stock  tanked  to  $3.75  from  $12.75.  It 
had  become  bloated  and  inefficient. 
E.M.  Warburg  Pincus,  which  bought 
a  controlling  interest  in  1987, 
stepped  in  and  hired  Kamerschen.  He 
has  the  reputation  of  being  a  turn- 
around doctor.  He  turned  around 
RKO/Six  Flags  Entertainment  for 
Wesray  Capital.  Before  that  he  held 
senior  positions  at  Norton  Simon, 
Chanel,  Scott  Paper,  Dunkin'  Donuts 
and  Revlon. 

Kamerschen  arrived  with  a 
$600,000  salary  and  a  6%  equity  posi- 
tion. Another  postal  rate  increase  soon 
loomed.  No  small  matter,  since  post- 
age costs  equal  about  50%  of  the 
company's  revenues.  Kamerschen  led 
the  offensive,  filing  a  complaint  with 
the  Postal  Rate  Commission  two  years 
ago.  The  essence  of  the  complaint  was 
that  postal  rates  were  unfair  because 
some  mail,  Advo's  in  particular,  costs 
less  to  deliver  than  other  mail.  Advo 
proposed  discounts  for  mailers  that 
organize  their  mail  by  mail  carriers' 
daily  routes  or  that  deliver  their  mail 


We're  continually  developing  and  marketing  emerging  technologies.  Our 
GRiD  Systems  is  pioneering  handwriting  recognition.  Victor's  mini-towers 
feature  removable  hard  disk  drives.  And  our  innovative  Tandy  home 
computer  is  the  first  PC  that's  so  easy  to  use,  it  guarantees  success. 
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Advo- System 


Advo-System  Chairman  Robert  Kamerschen 
Today  he  has  a  database  of  addresses  to  which  he  sends 
junk  mail.  Next  he  wants  to  know  which  address  is  yours, 
where  you  shop  and  what  you  buy. 


directly  to  post  offices. 

As  the  postal  service's  largest  pri- 
vate customer,  Advo  has  leverage. 
Many  of  its  proposals  were  adopted  in 
the  1991  postal  rate  hike  for  third- 
class  mail — which  became  known 
among  its  critics  as  the  "Advo  Relief 
Plan."  The  basic  rate  for  third-class 
mail  increased  42%,  but  Advo  reckon*- 
delivery  costs  will  go  up  only  1 3%  for 
companies  like  Advo,  which  do  a  lot 
of  the  post  office's  processing  for  it. 

Two  weeks  after  assuming  his  post, 


Kamerschen  was  introduced  to  Ad- 
vo's  5,500  employees  in  a  videotaped 
management  meeting  in  which  he 
described  his  ten  rules  for  business. 
An  esoteric  collection,  the  rules  come 
from  sources  as  diverse  as  the  Greek 
philosopher  Heraclitus,  McDonald's 
founder  Ray  Kroc  and  Jesse  Jackson. 
Samples:  There  is  nothing  permanent 
except  change.  It's  better  to  debate 
without  settling  than  to  settle  without 
debate. 

Then  Kamerschen  held  up  a  graph 


he  calls  his  "Happiness  Chart."  The 
plotted  line  led  from  the  bottom  left 
corner  to  the  top  right.  "Here  sales, 
profits  and  market  share  are  going 
up."  Then,  like  a  magician,  he  turned 
the  chart  so  that  the  line  descended 
from  the  top  left  corner  to  the  bottom 
'right.  "Operating  costs  and  expenses 
are  going  down."  Another  turn: 
"Cash  flow  and  return  on  investment 
are  going  up."  Another  turn:  "And 
working  capital  requirements  and 
debt  are  going  down."  The  manage- 
ment team  assembled  around  the 
boardroom  table  chuckled.  "This  is  a 
very  simple  way  to  make  me  happy," 
Kamerschen  concluded. 

But  not  everyone  got  the  chance  to 
make  Kamerschen  happy.  Most  of 
Advo's  executive  officers  and  about 
half  of  Advo's  60  regional  managers 
have  been  replaced.  Kamerschen  has 
also  expanded  Advo's  sales  force  by 
20%,  to  700,  while  laying  off  more 
than  1,000  other  employees.  In  the 
latest  quarter  Advo's  operating  profit 
margin  reached  3.8%.  Kamerschen  is 
aiming  for  5%. 

Even  though  it  is  the  unrivaled 
leader  in  saturation  mail,  Advo  com- 
mands only  2%  of  the  direct  mail 
market.  What  it  wants  is  not  so  much  a 
bigger  share  as  a  more  profitable 
share.  If  Kamerschen  can  boost  that 
to  3%,  he  could  gain  $300  million  in 
sales  and,  given  the  leverage  in  the 
business,  do  even  more  for  profit 
margins.  One  way  to  do  this  is  to  offer 
more  value-added  products  that  can 
help  clients  identify  prospects  more 
precisely  than  just  by  zip  code. 

DecisionBase  Resources,  a  joint 
venture  between  Advo  and  advertis- 
ing firm  Young  &  Rubicam,  is  collect- 
ing data  on  household  purchases  of 
consumer  goods.  Says  Kamerschen: 
"We  want  to  be  one-stop  shopping 
for  direct  marketing." 

Kamerschen's  contract  expires  in 
November,  but  he  savs  he's  at  Advo 
for  the  long  term.  For  good  reason: 
With  Advo  stock  now  selling  at  16  in 
the  o-t-C  market,  his  stake  in  the 
company  is  already  worth  SI 3  mil- 
lion. Warburg  Pincus,  which  owns 
26%  of  Advo,  has  good  reason  for 
wanting  him  to  stay,  too.  The  shares 
and  warrants  that  cost  them  $1  1  mil 
lion  are  already  worth  $70  million, 
excluding  the  exercise  price  of  the 
warrants.  ■■ 
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We're  so  confident  of  the  Alfa  Romeo  164,  our  warranty 

even  covers  things  we  have  no  control  over. 


The  idea  is  simple.  Make  the 
Alfa  Romeo  164  high-performance  luxury 
sedan  so  reliable  that  it  will  assure  its 
owner  years  of  trouble-free  exhilaration. 

Then,  include  a  warranty  that  backs  up 
in  writing  all  the  confidence  we  have  in 
the  164. 

The  Alfa  Romeo  Assurance  Program,  to 
be  specific. 

It's  a  warranty  that's  much  more  than  just 
a  warranty.  You  wouldn't  be  surprised,  of 
course,  to  learn  that  it  covers  scheduled 
oil  changes,  wiper  blades,  and  headlight 
bulbs  for  three  years  or  36,000  miles, 
whichever  comes  first.  But  it  might  raise 
an  eyebrow  to  discover  that  we  will  come 
out  and  install  your  spare  at  no  charge 
should  you  end  up  with  a  flat  tire.* 

You'll  find  the  Alfa  Romeo  Assurance 
Program  resting  in  its  own  cloth  case  in 
the  glove  compartment.  It  is,  after  all, 


standard  equipment  on  every  new  164. 
Call  1-800-245-ALFA  for  the  dealer 
nearest  you  for  detai  Is  and  a 
copy  of  the  warranty. 

•Emergency  roadside  service  and  trip 

interruption  provided  by  Cross  Country 

Motor  Club,  Inc.,  Boston,  MA  02155, 

except  in  California,  where  services 

are  provided  by  Cross  Country  Motor 

Club  of  California,  Inc.,  Boston, 

MA  02155. 
©1991  Alfa  Romeo  Distri  butors  of  North  America 


The  legendary  marque  of  high  performance. 


1  he  folks  who  blew  the  whistle  on  corruption  in  the 
Food  &  Drug  Administration  claim  they  have  been 
harassed  by  the  agency  ever  since. 

Getting  even 


By  Zina  Sawaya 

In  May  1989  Edwin  Cohen  testified 
before  a  congressional  committee 
about  payoffs  to  the  Food  &  Drug 
Administration.  Cohen  is  president 
and  chief  executive  of  Barr  Laborato- 
ries, a  $70  million  (fiscal  1990  sales) 
generic  drug  company.  His  testimony 
was  supplemented  by  that  of  Mylan 
Laboratories  Chief  Executive  Roy 
McKnight.  As  a  result,  four  fda  em- 
ployees went  to  jail  for  accepting 
bribes  from  generic  drug  makers  who 
were  rivals  of  Barr  and  Mylan. 

Of  52  generic  drug  companies  ex- 
amined during  the  House  Oversight 


&  Investigations  Subcommittee's 
nearly  three-year  investigation,  only 
5,  including  Barr  and  Mylan,  have  so 
far  been  untainted  by  charges  of  falsi- 
fying data,  bribing  Food  &  Drug 
Administration  officials,  or  worse. 
Recently,  Bolar  Pharmaceutical 
agreed  to  pay  one  of  the  largest  indus- 
try fines  ever — $10  million — on 
charges  of  obstructing  justice,  adul- 
terating drugs,  and  falsifying  data. 

With  $10  billion  in  sales  of  pre- 
scription drugs  set  to  come  off  patent 
in  the  next  five  years,  generic  drug 
producers  are  poised  for  big  growth. 


Yet  Edwin  Cohen's  life  has  been 
hell  ever  since  he  blew  the  whisde  on 
corrupt  competitors  and  corrupt  bu- 
reaucrats. The  same  day  he  testified 
on  Capitol  Hill,  fda  inspectors  came 
knocking  at  Barr's  doors  in  North- 
vale,  N.J.  and  Pomona,  N.Y.  They 
said  they  wanted  to  inspect  Barr's 
manufacturing  facilities,  which  had 
been  inspected  only  six  months  earli- 
er. Cohen  says  such  inspections  are 
usually  conducted  every  two  years. 
The  fda  inspectors  found  no  irregu- 
larities but  wasted  a  good  deal  of 
company  time. 

Nor  was  that  the  worst  of  it.  In 
January  1987  Barr  submitted  an  ap- 
plication for  its  generic  version  of 
erythromycin  estolate,  an  antibiotic, 
to  the  fda.  Barr  didn't  receive  approv- 
al to  market  this  drug  until  October 
1990 — almost  four  years  later.  Was 
the  delay  a  reprisal  for  Cohen's  whis- 
tle-blowing? Cohen  thinks  it  was.  The 
fda  denies  it.  Roger  Williams,  direc- 
tor of  the  fda's  generic  drug  office, 
attributes  such  delays  to  backlogs  and 
a  shortage  of  employees:  "We  want  to 


Barr  Laboratories' 
Edwin  Cohen 
Trouble  with  the 
FDA  has  cost 
millions  in  lost 
sales,  wasted 
R&D  and  legal 
fees. 
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This  is  the  key 

to  our  new 

Swiss  Bank  Tower. 


This  is  the  key 

to  our  ongoing 

commitment  to  America. 


The  key  to  the  new  Swiss  Bank 
Tower,  10  East  50th  Street, 
located  in  the  heart  of  midtown 
Manhattan. This  new,  36-story 
addition  to  the  skyline"houses 
our  U.S.  headquarters  and  is 
a  reflection  of  Swiss  Bank 
Corporation's  continued 
commitment  to  America. 


With  over  50  years  in  the  United  States,  Swiss 
Bank  Corporation  has  already  demonstrated 
its  commitment  to  America.  During  this  time  we 
have  developed  a  thorough  understanding  of 
America's  financial  and  investment  needs— 
which  we  are  committed  to  continue  serving, 
now  and  in  the  future. 

Our  clients  have  access  to:  a  full  range  of 
corporate  and  commercial  banking  services,- 
international  trade  and  commodity  finance,- 
and  foreign  exchange,  money  markets,  pre- 
cious metals  and  government  securities  trad- 
ing. In  addition,  we  provide  the  private  investor 
with  a  full  range  of  services,  including  custom- 
tailored  portfolio  management. 
With  a  presence  in  34  countries  around  the 
world,  we  are  the  Swiss  bank  with  the  most 
international  experience  and  the  largest  inter- 
national network.  You  can  rest  assured  that 
Swiss  Bank  Corporation  possesses  the  experi- 
ence and  expertise  necessary  to  satisfy  your 
needs  both  here  and  abroad.  And  you  can 
enjoy  the  confidence  and  security  that  come 
from  working  with  a  triple-A  rated  bank. 
Our  commitment  to  America  is  clear.  And 
our  new  Swiss  Bank  Tower  serves  as  another 
key  to  this  ongoing  commitment— now  and  in 
the  future. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Chicago    •    Houston    •    Los  Angeles 
Miami    •    San  Francisco 


©  1991  Four  Seasons  Hotels  Ltd. 


Marlene  Is  The  Soul  Of 

Concern.  She  Cannot  Sleep 

Well  At  Night  Unless 

She  Is  Certain  You  Will. 
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Marlene  ... 
Housekeeper 
Four  Seasons  Hotel 
Chicago 


Her  radiant  smile  belies  a  steely  determination  —  to  transform  your  room  into  a  haven  of  tranquility.  With  pillows  the 
way  you  like  them,  French-milled  soaps,  and  stacks  of  thick  hath  towels,  morning  and  night.  Like  her  untiring  colleagues  who 
press  your  jacket  within  the  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  messages, 
Marlene's  mission  is  to  enhance  yourpersonal  comfort  and,  in  turn,  your  professional  efficiency  the      Ur\t  ■■-  CoTICnnC 
following  day.  Which  makes  a  Four  Seasons  Hotel  the  kind  of  investment  you  never  lose  sleep  over.        HotElS  *  R(?SOltS 


Hotels 
united  states 

Austin 

Boston 

Chicago 

Chicago 
(Ritz-Carlton) 

Houston 

Houston 
(Inn  on  the  Park) 

Los  Angeles 
(Beverly  Hills) 

New  York 
(The  Pierre) 

Newport  Beach,  Caliiornia 

Philadelphia 

San  Francisco 

Seattle 
(The  Olympic) 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

\4ncouver 

LATIN  AMERICA 

Mexico  City  (1992) 

EUROPE 

London 
(Inn  on  the  Park) 

Paris  (1993) 

ASIA 

Tokyo  (1992) 

Singapore  (1993) 

Resorts 

Canada 
(Minaki  Lodge) 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

Nevis,  W.I. 

Santa  Barbara 
(The  Biltmore) 

Carlsbad,  California 
(Aviara,  1992) 

Hawaii 
(Kona,  1993) 

For  reservations,  call  your  travel  agent,  or  in  the  U.S. 
call:  (800)  332-3442;  in  Canada  (800)  268-6282. 
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Barr  Laboratories 

go  back  and  scrutinize  applications 
very  carefully,"  he  says. 

Yet  it  would  seem  that  Barr  suffered 
more  than  the  usual  delays.  At  first  the 
fda  agreed  that  the  drug  was  "bio- 
equivalent,"  that  is,  it  had  the  same 
therapeutic  effects  as  the  brand  ver- 
sion. Barr  then  sent  three  batches  of 
the  erythromycin  sample  to  the  agen- 
cy for  final  approval  to  market  the 
drug.  The  agency  examined  the  sam- 
ples and  found  only  two  of  the  three 
acceptable. 

Barr  submitted  three  new  batches. 
Again,  one  batch  allegedly  failed  to 
pass  the  test.  Barr  went  through  this 
exercise  three  times  before  complain- 
ing to  the  fda's  then  acting  commis- 
sioner, James  Benson.  In  April  1990 
the  fda  finally  hired  an  outside  con- 
sultant and  former  FDA  employee  to 
review  the  test  results.  The  consultant 
came  back  with  a  positive  verdict. 
However,  three  months  later  there 
was  still  no  formal  approval. 

At  this  point  Barr  moved  to  sue  the 
agency,  contending  that  it  had  violat- 
ed the  law  with  a  too  lengthy  review. 
The  agency  tried  to  have  the  case 
thrown  out  of  court,  but  without 
success.  The  fda  eventually  approved 
the  drug.  No  ruling  has  yet  been 
issued  in  the  court  case. 

It's  no  secret  that  bureaucratic  de- 
lays, indecision  and  cover-your- be- 
hind tactics  at  the  fda  cause  horren- 
dous and  probably  unnecessary  delays 
-for  the  entire  pharmaceutical  indus- 
try. Was  Cohen's  frustration  over  and 
beyond  the  average?  It  would  seem  so 
in  Barr's  case. 

"It's  one  thing  to  have  a  delay 
because  your  application  is  sitting  on  a 
huge  pile  on  somebody's  desk  and 
they  simply  haven't  gotten  to  it,"  says 
Christopher  Schwartz,  Barr's  former 
counsel.  "It's  another  thing  to  have 
your  application  delayed  because  it's 
being  looked  at  proactively,  and  they 
are  finding  specious  defects." 

Cohen  insists  that  Barr  was  penal- 
ized in  yet  other  ways  for  his  whistle - 
blowing.  The  company  has  another 
suit  against  the  fda,  alleging  that  it 
leaked  proprietary  information  on 
Barr's  application  for  conjugated  es- 
trogens, a  menopausal  drug.  Cohen 
claims  that  an  agency  reviewer  passed 
along  information  to  Wyeth-Ayerst, 
the  company  that  developed  the 
drug.  Cohen  also  claims  that  this  leak 


resulted  in  the  agency's  abruptly  re- 
scinding its  guidelines  on  the  drug's 
testing  method,  thereby  voiding 
Barr's  application. 

An  advisory  committee  approved 
new  guidelines  for  testing  the  drug  at 
the  end  of  February,  but  it  will  be  at 
least  two  years  before  a  generic  ver- 
sion of  conjugated  estrogens  can 
come  to  market.  The  cancelation  cost 
Barr  nearly  $2.5  million.  Cohen  is 
bitter,  saying:  "With  conjugated  es- 
trogens, we  would  be  a  $125  million 
company  now." 

Cohen's  fellow  whistle-blower, 
McKnight  of  Mylan  Laboratories, 
claims  his  company,  too,  has  suffered 
from  fda  wrath.  Mylan,  a  generic 
producer  with  revenues  of  $95  mil- 
lion, had  to  wait  a  year  from  May 
1989  before  receiving  its  approval  for 
timolol  maleate,  an  antihypertension 
drug.  By  then  the  drug  wasn't  much 

"It's  one  thing  to  have  a 
delay  because  your 
application  is  sitting  on 
a  huge  pile  on  some- 
body's desk  and  they 
simply  haven't  gotten  to 
it;  it's  another  to  have 
your  application  delayed 
because  it's  being 
looked  at  proactively, 
and  they  are  finding 
specious  defects." 

of  a  moneymaker,  since  it  already  had 
stiff  competition  on  the  market. 
However,  unlike  Barr,  Mylan  has  cho- 
sen not  to  sue  the  agency,  although  it 
does  feel  it  has  been  discriminated 
against  because  of  its  boss'  testimony. 

The  fda's  Benson  appointed  an 
independent  panel  last  fall  to  look 
into  the  allegations  that  the  FDA  was 
retaliating  against  people  who  com- 
plained about  misdeeds  by  its  em- 
ployees. The  panel  is  expected  to  re- 
lease its  findings  in  the  near  future. 
The  House  subcommittee's  investi- 
gation is  also  continuing. 

Other  generic  drug  companies 
have  not  come  forward  to  complain 
about  FDA  retaliation.  But  Cohen  at- 
tributes this  more  to  fear  than  to  lack 
of  evidence;  they  all  have  applications 
pending  before  the  agency.  They 
seem  to  feel  there  are  times  when  it 
just  doesn't  pay  to  fight  city  hall.   MM 
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Bill  Byrne,  Tom  Shannon  and 

Brad  Kocher.  Members  of 

the  Pinehurst  Country  Club, 

Pinehurst,  North  Carolina. 

Like  all  true  amateurs, 

they  play  for  the  love 


Jf3 
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of  the  game. 


Bobby  Jones,  perhaps 


the  greatest  golfer 


of  all  time,  chose  to 


remain  an  amateur. 


We  dedicate  the 


obby  Jones  Golf  wear 


Collection  to  the  amateur 


golfer.  Those  players 
who  make  golf 
the  greatest  of 


For  the  Love  of  the 


N       $ 


BTtheHickey-FreemanCo.,  Inc.,  Rochester,  New  York.  For  the. storeMearest  you,  call  toll-free  1-800-848-1289.  <&  1991  Hickey-Freeman  Co.,  Inc. 


Hollywood  is  already  one  of  the  world's  most  powerful 
suppliers  of  consumer  products.  Yet  it  has  scarcely 
begun  tapping  foreign  markets. 

Dream  factory 
to  the  world 


By  John  Marcom  Jr. 

The  U.S.  movie  business  dominates 
the  world  entertainment  scene.  It  is 
big  and  it  is  one  of  America's  biggest 
export  earners.  "But  what  we're  see- 
ing is  nothing  to  be  that  euphoric 
about,"  says  J.  Edward  Shugrue,  the 
chief  of  overseas  distribution  for  Sony 
Corp.'s  Columbia  and  Tri-Star 
studios. 

What  Shugrue  means  is  that  Ameri- 
ca's moviemakers  have  not  been  do- 
ing nearly  as  well  as  they  could  have 
been  abroad.  Hollywood  is  just  be- 
ginning to  realize  all  it  must  do  to  live 
up  to  its  true  global  potential. 

One  of  the  biggest  problems  has 
been  the  dwindling  number  and  dete- 
riorating quality  of  foreign  movie  the- 


aters, even  in  prosperous  Germany. 
As  television  has  eaten  into  mass  audi- 
ences, investors  have  been  unwilling 
to  put  money  into  theaters.  "The 
typical  [European]  theater  is  dirty.  It 
smells.  I  might  rip  my  clothes  on  the 
seats,"  says  Larry  Gleason,  the  Los 
Angeles-based  head  of  Paramount's 
theater  operations.  "They  are  gener- 
ally in  a  very  deplorable  state,  not 
unlike  what  happened  in  the  U.S.  in 
the  1950s  and  1960s."  With  the  ad- 
vent of  TV,  America's  big  old  movie 
houses  decayed;  later,  less  grand  but 
more  efficient  multiscreen  houses 
were  built  to  serve  a  shrunken  but  still 
formidable  audience. 

A  similar  revival  is  slowly  happen- 


ing abroad.  Two  shiny  multiplex  cine- 
mas opened  in  March  in  the  industrial 
heartland  of  Germany's  Ruhr  Valley, 
the  first  movie  theaters  to  be  built  in 
the  region  in  decades.  One  was  built 
by  Time  Warner,  the  other  by  United 
Cinemas  International,  a  joint  ven- 
<  ture  of  Paramount  and  Universal. 

The  first  investment  in  Europe  in 
new  theaters  built  to  American  stan- 
dards was  made  in  Britain.  In  1985 
Kansas  City-based  American  Multi- 
Cinema  Inc.  took  a  flier  and  opened  a 
U.S. -style  multiplex  in  the  city  of 
Milton  Keynes,  in  the  Midlands. 

It  turned  out  that,  given  a  clean  and 
pleasant  place  to  see  a  film,  British 
consumers  welcomed  the  cinema  as 
an  alternative  to  nights  out  in  pubs, 
discos  and  bingo  parlors.  As  new  the- 
aters have  spread,  British  movie  atten- 
dance has  nearly  doubled  and  Ameri- 
can movies,  Variety  says,  grabbed 
80%  of  a  box  office  gross  worth  about 
$450  million  there  last  year.  New 
theaters  with  120  more  screens  are 
scheduled  to  open  in  Britain  this  year. 

United  Cinemas  and  Warner  ex- 
pect that  their  new  German  theaters 
will  set  off  a  flurry  of  imitators  there, 
and  they  aim  over  the  next  few  years 
to  jump-start  the  market  in  Spain  and 
Italy  as  well.  A  United  Cinemas  joint 
venture  in  Spain  has  already  picked 
out  six  sites. 


Kinepolis 
movie  complex 
near  Brussels 
New  cinemas 
like  this  one 
are  pulling 
Europeans 
back  to  the 
movies. 
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What  we  do 
to  keep  it  greener. 


It's  a  lot  easier  to  find  a  green  pasture  than  it  is  to  keep  it  that  way. 
So  how  have  the  CIGNA  companies  managed  to  stay  on  top  of 
the  large  risk  property  and  casualty  market  for  so  many  years? 
Simply  by  following  a  tried  and  true  rule:  Give  the  customer  more 

value  for  his  money. 

On  the  surface  most 
large  risk  casualty  plans 
appear  the  same. 

But  take  a  closer 
look,  and  you'll  see  that 
our  comprehensive  list  of 
services  is  unsurpassed 
by  other  companies. 

Including  everything 
from  risk  financing  and 
risk  transfer,  to  claims 
and  data  management, 
cost  containment  and 
loss  control. 

Last  year  alone, 
CIGNA  Property  and 
Casualty  companies 
saved  clients  over  $70  million  in  workers'  compensation  medical  costs. 

""  With  results  like  that,  it's  no  wonder  so  many  Fortune  500@and 
other  large  companies  believe  that  one  side  of  the  fence  is  always 
greener.  The  side  they're  already  on. 

So  write  Ed  Denker,  CIGNA  Special  Risk  Facilities,  Dept.  RL, 
Phjla.,  PA  19192.  On  the  other  hand,  there's  always  crabgrass. 
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We  get  paid  for  results! 


CIGNA 


Hollywood 


It  will  not  take  long  for  more  Euro- 
pean investors  to  see  that  there's 
money  to  be  made  in  new  movie 
theaters.  Some  of  the  millions  of  dol- 
lars that  Japanese  and  European  in- 
vestors are  currently  pouring  into 
production  partnerships  with  Holly- 
wood companies  could  less  riskily  be 
channeled   into   bricks  and   mortar. 

The  underlying  implication:  These 
new  theaters  can  only  be  good  for 
U.S. -made  movies,  which  already 
command  anywhere  between  50% 
and  80%  of  the  money  spent  at  the 
box  office  in  many  countries. 

For  the  fact  of  the  matter  is  that, 
despite  videocassettes,  the  movie  the- 
ater still  counts.  The  box  office  pro- 


versus  3%  at  home.  Including  TV  pro- 
gramming and  video  sales,  foreign 
markets  account  for  about  40%  of  the 
major  studios'  $13  billion  in  revenue, 
the  Motion  Picture  Association  of 
America  says.  Given  the  dominance  of 
U.S.  movies  and  the  vast  size  of  inter- 
national markets,  any  improvement  in< 
attendance  abroad  is  bound  to  push 
up  the  share  of  revenues  that  U.S. 
moviemakers  derive  abroad. 

European  Media  Business  &  Fi- 
nance, a  London  newsletter,  forecasts 
that,  with  growing  admissions  and  a 
gradual  rise  in  average  ticket  prices 
from  $4.80  to  $6,  Europe's  five  major 
countries  could  be  generating  $10 
billion  a  year  at  the  box  office  by 


Virgin  megastore  in  Paris 

Spending  on  videos  in  France  rose  35%  last  year,  to  about  $750  million. 


duces  around  30%  of  total  revenues, 
and  a  good  showing  boosts  a  film's 
later  earnings  from  home  video  and 
sales  to  television  broadcasters.  It's 
also  clear  that  no  family-room  gizmo 
yet  beats  the  thrill  of  a  darkened 
theater  with  a  huge  screen  and  bone- 
rattling  sound.  In  the  U.S.,  for  all  the 
growth  of  home  video  and  cable, 
movie  admissions  held  steady 
through  the  1980s  as  exhibitors  blan- 
keted the  market  with  new  multiplex 
cinemas. 

Americans  go  out  to  the  pictures  on 
average  4V2  times  a  year,  more  than 
twice  as  often  as  the  Europeans  or  the 
Japanese.  But  the  trend  seems  to  be 
for  other  rich  countries  to  catch  up. 
The  theatrical  business  for  U.S. -made 
movies  abroad  grew  17%  last  year, 


1995.  That's  more  than  twice  the  box 
office  take  last  year  in  those  countries, 
and  double  the  current  U.S.  box  of- 
fice. Even  if  American  pictures 
grabbed  only  50%  of  that  growth,  it 
would  nevertheless  yield  more  than 
$1  billion  in  extra  rental  revenues  for 
Hollywood. 

Further  down  the  road  there  is  vast 
expansion  room  in  Eastern  Europe 
and  the  Soviet  Union.  United  Cine- 
mas is  eyeing  several'  sites  in  Moscow, 
where  poor  TV  programming  and 
crowded  living  conditions  have  kept 
the  cinema  a  favored  escape.  (Musco- 
vites go  twice  as  often  as  do  Americans 
but  pay  less  than  one -tenth  as  much 
for  a  ticket.) 

Moviegoing  will  be  Americanized 
in  other  ways,  too.  United  Cinemas 


says  U.S. -style  concession  stands, 
with  gooey  cheese  nachos  and  fresh 
popcorn  at  up  to  $4  a  bucket,  are  also 
a  hit  in  Europe.  The  average  conces- 
sion expenditure  per  British  moviego- 
er has  climbed  to  $1.60,  up  from  50 
cents  several  years  ago.  This  is  more 
important  than  it  might  seem:  In  the 
U.S.  heftily  marked-up  concessions 
have  become  the  main  source  of  the- 
ater operators'  profits — and  one  they 
don't  have  to  hand  over  to  the  distrib- 
utors. Many  traditional  (meaning 
old-fashioned  and  grotty)  European 
theaters  lack  even  a  soft-drink  ma- 
chine. And  basic  comforts  like  air- 
conditioning  will  become  standard. 
In  Italy  40%  of  the  theaters  have  no 
air-conditioning,  making  the  summer 
months  a  bust. 

As  the  opportunities  expand  for 
U.S.  moviemakers  in  foreign  markets, 
the  pressure  for  change  within  the 
major  studios  will  mount.  The  foreign 
marketing  of  most  pictures  is  handed 
off  to  overseas  subsidiaries  that  have 
been  left  pretty  much  alone.  Para- 
mount and  Universal  use  a  jointly 
owned  London  affiliate,  United  In- 
ternational Pictures;  Disney,  similar- 
ly, collaborates  with  Warner. 

Such  arrangements  made  financial 
sense  in  a  shrinking  market;  teaming 
up  cut  overheads  and  boosted  clout 
needed  to  book  pictures  at  the  best  of 
the  declining  local  theaters.  But  now 
that  competition  is  returning  and  the 
markets  are  growing  again,  such  ven- 
tures look  about  as  logical  and  work- 
able for  the  major  studios  as  a  joint 
venture  between  Coke  and  Pepsi. 

Learning  to  cope  unaided  with 
widely  varying  conditions  in  each 
market  is  not  easy.  "In  the  U.S.  it's 
simple,"  says  Columbia's  Shugrue. 
"You  line  up  1,600  theaters,  buy 
several  million  dollars'  worth  of  na- 
tional TV,  plus  a  bunch  of  cooperative 
newspaper  advertising — you  press  a 
button,  and  boom,  you're  out  there." 

Overseas  there  are  fewer  buttons  to 
press.  In  Germany,  where  the  limited 
supply  of  TV  advertising  is  booked  far 
in  advance,  Columbia  had  to  resort  to 
a  direct  mailing  to  German  house- 
holds, inviting  them  to  sneak  pre- 
views in  70  theaters  of  Awakenings* 
featuring  Robin  Williams  and  Robert 
De  Niro.  In  France  TV  advertising  of 
films  is  simply  banned,  for  fear  that 
American  movies  would  become  even 
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more  dominant. 

Japan,  thanks  to  the  effect  of  the 
rising  yen  on  already  high  ticket 
prices,  is  the  biggest  single  foreign 
market  for  U.S.  movies,  but  growth 
there  is  constrained  by  a  shortage  of 
movie  houses.  The  country  has  just 
2,000  movie  screens  (against  24,000 
in  the  U.S.),  and  at  least  500  screens 
are  effectively  reserved  for  Japanese 
movies  by  the  two  companies,  Toho 
and  Shochiku,  that  control  the  the- 
ater business.  Perhaps  now  that  Sony 
and  Matsushita  own  major  Holly- 
wood studios,  the  parent  companies 
will  invest  money  in  theaters. 

Millard  Ochs,  chief  operating  offi- 
cer of  United  Cinemas,  looks  forward 
to  the  day  when  pictures  roll  out  in 
perfect  sync  around  the  world  on 
3,500  screens. 

Inevitably,  as  the  potential  of  inter- 
national markets  has  sunk  in,  there's 
been  renewed  interest  from  Holly- 
wood in  setting  up  more  production 
overseas.  Paramount  has  a  small,  so  far 
mostly  symbolic,  London  office. 
Warner  Bros,  is  backing  Britain's  Da- 
vid Puttnam  to  produce  several  films 
in  Europe;  the  first  was  last  year's 
Memphis  Belle.  But  such  moves  won't 


Pretty  Woman 

poster 

The  film  grossed 

over  $250  million 

at  foreign 

box  offices, 

versus 

$180  million 

in  the  U.S. 


overcome  the  magnetic  attraction  of 
Hollywood. 

Drawn  by  the  lifestyle,  the  technical 
skills  and,  yes,  the  money,  foreign 
talent  has  always  found  its  way  to 
Hollywood.  So  many  Brits  are  there 
that  their  own  Academy  of  Film  & 
Television  Arts  moved  this  year's  film 
awards  ceremony  to  Beverly  Hills' 
Hotel  Bel-Air  from  London's  Gros- 
venor  House.  And  France's  biggest 
star,  Gerard  Depardieu,  learned 
enough  English  to  star  in  the  recent 
Disney  comedy  Green  Card. 

Green  Card  has  opened  strongly  in 
foreign  markets,  driving  home  yet 
again  the  lesson  of  recent  global  hits 
(Ghost,  Pretty  Woman,  Home  Alone) 
and  misses  (Dick  Tracy,  Days  of  Thun- 
der, and  many  more,).  To  pull  in  an 


ever  widening  global  audience,  noth- 
ing beats  the  sort  of  light  romance 
that  Hollywood  perfected  long  ago, 
despite  a  common  presumption  that 
action  films  are  what  sell  abroad.  Is  it 
back  to  the  five-Kleenex  movies  of 
Hollywood's  Golden  Age?  Could  be. 
"The  real  lesson  of  1990,"  Disney 
studio  chief  Jeffrey  Katzenberg  wrote 
in  an  internal  memo  reprinted  by 
Variety  earlier  this  year,  is  that  there  is 
a  clear  formula  for  global  success  in 
moviemaking — "a  good  story,  well 
executed."  This,  he  said,  is  what 
counts,  "not  stars,  not  special  effects, 
not  casts  of  thousands,  not  megabud- 
gets,  not  hype." 

Remember  Pretty  Woman's  hokey 
ending,  as  the  camera  pulls  back  from 
a  fire-escape  embrace  between  re- 
formed corporate  raider  Richard  Gere 
and  retired  hooker  Julia  Roberts?  A 
nameless  homeless  man  mutters: 
"What's  your  dream?  Everybody 
comes  here.  This  is  Hollywood,  the 
land  of  dreams." 

Major  U.S.  computer  manufactur- 
ers now  count  on  foreign  markets  for 
more  than  half  their  revenues.  Why 
not  moviemakers?  These  days,  Holly- 
wood dreams  of  Hollyworld.  WM 
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As  the  world's  need  to  conserve  water  grows, 
so  does  the  market  for  products  made  by  little 
Lindsay  Manufacturing  of  Lindsay,  Nebr. 

Making  every 
drop  count 


By  James  Cook 

Those  great  green  circles  of  wheat 
the  world  saw  growing  in  the  desert 
on  television  during  the  Persian  Gulf 
war  were  no  triumph  of  Saudi  agricul- 
tural technology.  They  were  the  cre- 
ation of  Lindsay  Manufacturing,  a 
little-known  Nebraska  company  that 
is  probably  the  world's  leading  suppli- 
er of  irrigation  systems. 

The  circles  are  produced  by  a 
1,300-foot  pipeline,  supported  by 
motorized  towers,  that  swings  from  a 
central  pivot  around  a  160-acre  field. 
As  Lindsay's  boss,  Gary  D.  Parker, 


never  tires  of  pointing  out,  the  system 
is  wonderfully  efficient.  Such  systems 
can  water  a  crop  with  half  as  much 
water  as  conventional  flood  irrigation 
would  require,  and  deliver  not  only 
water  but  also  fertilizer,  herbicides 
and  pesticides.  The  system  is  sparing 
of  water  and  fertilizer  because  it  deliv- 
ers the  precise  quantities  needed  to 
husband  the  crop — not  too  much, 
not  too  little. 

Such  systems  art  useful  not  only 
where  rainfall  is  scarce  (as  in  Saudi 
Arabia)   but  also  where  it  is  often 


Irrigated  Nebraska  farmland 
Better  than  rainfall. 


undependable  (as  in  Illinois,  Indiana 
and  Ohio)  or  comes  at  the  wrong 
season  (as  in  Nebraska,  Kansas,  Texas 
and  Colorado). 

Lindsay  has  provided  over  two- 
thirds  of  the  28,000  irrigation  sys- 
tems the  Saudis  are  using,  and  the 
market  there  still  has  plenty  of  poten- 
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Lindsay  Manufacturing's  boss,  Gary  Parker 

From  cyclical  markets,  dazzling  growth  prospects. 


rial.  "The  Saudis  currently  import 
40%  of  the  world's  barley,  for  animal 
feed,"  Parker  says.  "If  they  decided  to 
become  self-sufficient,  as  they  have  in 
wheat,  they  would  need  another 
22,000  to  26,000  systems." 

Operating  out  of  a  43 -acre  head- 
quarters site  in  Lindsay,  Nebr.,  Lind- 
say is  sitting  atop  what  could  be  one  of 
the  fastest- growing  markets  of  the 
Nineties.  The  world's  population  is 
growing,  and  much  of  the  growth  is 
occurring  in  areas  with  insufficient  or 
undependable  rainfall.  Irrigated  acre- 
age has  increased  nearly  10%  world- 
wide since  1975,  and  acreage  irrigat- 
ed with  center-pivot  systems  has  more 
than  doubled.  And  with  good  reason. 
Flood  irrigation  increases  crop  yields 
dramatically.  Lindsay's  center-pivot 
systems  are  able  to  increase  those 
yields  even  more. 

Unfortunately,  a  Lindsay  system 
does  not  come  cheap.  Because  the 
systems  deliver  so  efficiently,  they  can 
cut  operating  costs  by  a  quarter,  but 
they  also  cost  as  much  as  $80,000 


apiece  to  install.  This  means  that  a 
farmer  can't  really  afford  to  install  a 
Lindsay  system  unless  it  increases  his 
crop  by  enough  to  pay  for  the  machin- 
ery and  equipment.  More  and  more 
often  it  does.  In  fact,  many  farmers 
who  already  irrigate  are  converting 
from  flood  irrigation  to  systems  like 
Lindsay's.  Still  others  are  replacing 
their  old  and  relatively  inefficient  cen- 
ter-pivot systems  with  Lindsay's  new, 
state-of-the-art  equipment. 

Those  center-pivot  systems  have 
already  made  Lindsay  one  of  the  fast- 
est-growing and  most  profitable  com- 
panies in  the  U.S.  today.  Over  the  past 
five  years  its  profits  have  risen  errati- 
cally, elevenfold,  to  $8.4  million,  on  a 
44%  gain  in  sales,  to  $102.7  million. 
Its  3.1  million  Nasdaq-traded  shares 
recently  traded  at  27,  roughly  10 
times  estimated  1991  earnings. 

Parker  has  taken  risks,  albeit  sensi- 
ble ones.  When  the  farm  recession  hit 
in  the  early  Eighties,  Parker  did  not 
pull  back.  He  committed  the  compa- 
ny to  automation  and  computer-inte- 


grated manufacturing  and  redesigned 
Lindsay's  irrigation  systems  for  stan- 
dardized parts  and  modular  construc- 
tion. In  a  decade  Lindsay  reduced  the 
number  of  man-hours  needed  to  pro- 
duce a  system  from  500  to  184.  Says 
Parker:  "We  decided  we  could  still  be 
profitable  in  a  mature  market  if  we  did 
something  to  improve  our  efficien- 
cies, so  that's  what  we  did."  As  it 
turned  out,  the  market  wasn't  ma- 
ture, but  the  improvement  in  operat- 
ing efficiency  has  helped  keep  Lindsay 
competitive. 

Selling  to  farmers — like  farming  it- 
self— remains  cyclical.  By  holding 
costs  down,  Lindsay  will  be  able  to 
show  a  slight  earnings  gain  for  fiscal 
1991—  to  about  $2.80  ashare— butit 
has  had  a  tough  row  to  hoe.  In  the 
first  half  (ended  Feb.  28),  Lindsay's 
domestic  business  was  down  5%  be- 
cause of  the  recession,  and  its  interna- 
tional business  was  down  10%  be- 
cause of  the  Persian  Gulf  war. 

Now  the  cycle  is  swinging  again — 
up,  especially  in  Saudi  Arabia — and 
Lindsay's  backlogs,  both  domestic 
and  foreign,  are  already  running  at 
record  levels. 

Although  Saudi  Arabia  provides  a 
good  third  of  Lindsay's  sales,  Parker 
also  sells  in  50  other  countries 
through  its  network  of  270  indepen- 
dent distributors,  and  Parker  is  con- 
centrating on  a  number  of  promising 
markets:  in  the  Middle  East — Turkey, 
Iran,  even  Iraq;  in  Eastern  Europe — 
Hungary,  Poland  and  Czechoslova- 
kia; and  in  Latin  America — especially 
Mexico  and  Brazil. 

Surprisingly,  the  U.S.  is  Lindsay's 
weak  spot.  In  the  home  market  its 
systems  are  regularly  outsold  by  those 
made  by  Valmont  Industries  of  near- 
by Valley,  Nebr.  But  Parker  has  high 
hopes  for  California,  where  proposed 
changes  in  the  state's  water-use  fees 
could  at  long  last  provide  farmers  with 
an  incentive  to  buy  irrigation  systems 
like  Lindsay's. 

Lindsay's  systems  look  like  a  prod- 
uct whose  time  has  come.  Whether 
the  problem  is  global  warming  or 
resource  conservation,  chemical  fer- 
tilizers or  the  hungry  millions  who 
live  in  arid  climates,  a  solution  gener- 
ally  requires  using  the  world's  water 
resources  more  efficiently,  and  for 
Gary  Parker  and  Lindsay  that's  money 
in  the  bank.  ■ 
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SOMETIMES 

WHAT  YOU  WEAR 

TO  WORK 

KESALLVTHE 
DIFFERENCE. 


..t  1,500  degree, 
dressing  for  success  is  no  cliche.  It's 
a  matter  of  life  and  death. 

Which  is  why  DuPont  engineers 
worked  to  create  Nomex®  and  Kev- 
lar®  fire  resistant  fibers.  The 
remarkable  performance  of  these 
fibers  has  made  them  the  standard 
for  state-of-the-art  firefighting 
clothing  all  over  the  world. 

And  evervdav.  thev  not  o 


the  lives  of  thousands  of  firefighters 
rushing  into  fires,  but  those  they 
carry  out  as  well. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that  make  a 
difference. 


TER  THINGS  FOR  BETTER  LIVING. 


You'v 


To //Succeed  In  Business, 

t  To  Show  The  Competition 
Lly  What  You're  Made  Of. 


Moisture 

absorbent  cotton 

doubler. 


Calfskin 
leather  upper. 


Every  shoe  company  claims 

they  make  quality  shoes. 

But,  when  asked  to  support  their 

claims,  they  offer  only 

flowery 


prose, 

or  romantic  depictions  of 

old-world  craftsmanship. 

At  Allen-Edmonds, 

quality  is  an  easily  defensible 

position.  We  prefer  explaining 

exactly  how  our  shoes  are  made. 

And,  in  turn,  prove  to  our 

customers  that  Allen-Edmonds  are 

the  world's  finest  shoes,  made  right 

here,  in  America.  Our  suppliers 

say  no  one  is  as 

Allen 
Edmonds 


Nordstrom 


Complete  support 
from  360"  welting. 


discriminating  when  selecting 

leather.  Every  shoe  is  created  on 

exclusively-designed  foot  molds, 

called  "lasts."  Only  the  finest 

natural  materials  are  used. 

The  welt  —  a  piece  of  leather 

holding  the  insole,  the  outsole  and 

shoe  upper  together  —  runs  a 

full  360°  around  the  sole. 

Other  shoes  utilize  a  180°  welt, 

or  no  welt  at  all. 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cushion.  Between  the  outer  leather 

and  lining,  a  cotton  flannel 
doubler  helps  dissipate 
moisture. 


Finest-quality 
leather  insole. 


More  cushion 

^  from  a  leather 

heel  base. 


Allen-Edmonds  shoes  are  so  well 

crafted,  they  can  be  recrafted,  at  our 

factory,  a  number  of  times. 

To  extend  their  life  even  longer. 


/ 


btf  w^ 


So,  next  time 
some  shoemaker 
begins  claiming 

quality,  look     m 
them  straight  in 
the  eye  and  ask  U 
for  facts.  You'll     ^ 
find  out  exactly  ^k 
what  they're  made  of.    ^^ 


American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 


For  a  catalog  of  our  shoes 

and  where  i/ou  can  purchase  them, 

send  $3.00.  Allen-Edmonds  Shoe  Corp., 

Box998,Dept.26l 

Port  Washington,  Wl  53074  USA 


^ 
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Most  governments  view  immigration  as  a  burden. 
Canada  is  building  businesses  with  immigrants'  money. 

Visas  for  sale.5 


By  Joel  Millman 

Canada  is  a  nice  place  to  live,  so  why 
not  sell  the  right  to  live  there?  That,  in 
essence,  is  what  the  government  has 
been  doing  with  promising  results, 
especially  in  Quebec. 

Begun  in  1986,  Canada's  Immi- 
grant Investor  Program  now  makes 
visas  readily  available  to  immigrant 
investors  with  proven  business  rec- 
ords who  are  willing  to  lend 
$250,000  (Canadian)  or  more,  de- 
pending on  the  province,  to  a  Canadi- 
an venture  for  a  period  of  five  years. 

Since  its  inception,  over  2,000  visas 


immigration  policy.  But  only  Quebec 
has  chosen  to  do  so,  with  interesting 
consequences.  In  1989,  for  example, 
it  received  27%  of  the  514  immigrant 
investor  visas  granted  throughout  the 
country.  Why  do  investors  like  Que- 
bec? Because  the  provincial  govern- 
ment fully  recognizes  that  while  im- 
migrants hope  to  become  Canadian 
citizens,  investors  also  want  to  recoup 
their  capital,  with  interest  if  possible. 
In  other  provinces,  government 
bureaucrats  have  decreed  that  the  im- 
migrant money  go  into  pools  from 


Levesque 
Beaubien 
Geoffrion  brokers 
Louis  Leblanc  (left) 
and  Stan  Siscoe 
Putting 
immigrant 
investments 
to  work 
in  Quebec. 


have  been  issued  under  the  Immi- 
grant Investor  Program,  mainly  to 
Hong  Kong  residents  fearful  of  how 
Beijing  will  run  the  colony  after  1997. 
Canada  plans  to  admit  some  10,000 
more  immigrant  investors  over  the 
next  five  years.  The  program  is  con- 
troversial, in  part  because  it  inherently 
puts  the  yacht  people  ahead  of  the 
boat  people.  But  it  has  also  attracted 
thousands  of  talented  people  and  over 
$500  million  in  fresh  capital  for  small 
Canadian  companies. 

Each  of  Canada's  ten  provinces  has 
the  right  to  partly  manage  its  own 


which  loans  are  made,  very  often  to 
high-risk  startup  ventures.  Quebec, 
by  contrast,  favors  putting  immigrant 
money  into  small  but  well-established 
companies. 

In  Quebec,  an  immigrant  puts 
$350,000  into  a  capital  pool  that  is 
managed  by  a  government-approved 
securities  brokerage  firm.  In  return, 
assuming  the  investor  meets  all  other 
requirements,  the  province  issues  a 
"certificate  of  selection  for  Quebec." 
The  immigrant's  criminal  and  medi- 
cal history  is  then  thoroughly 
screened  by  federal  authorities.  If  all 


goes  well,  the  federal  government 
grants  a  visa  that  can  lead  to  perma- 
nent citizenship  after  three  years. 

Quebec's  smaller  firms,  defined  as 
those  with  up  to  $35  million  in  assets, 
can  borrow  from  its  immigrant  capital 
pools  at  below-market  interest 
rates— but  only  for  plant  expansion, 
machinery  or,  as  in  the  case  of  a 
retailer,  to  open  new  outlets. 

Levesque  Beaubien  Geoffrion, 
Montreal's  biggest  broker,  restricts  its 
clients  to  $5  million  loans.  Its  loans 
are  backed  up,  typically  by  collateral 
from  the  borrower. 

The  borrower  makes  interest  pay- 
ments to  Levesque,  which  passes 
them  on  to  the  immigrant  investor 
throughout  the  term  of  the  loan.  The 
investor  then  gets  his  original  deposit. 
Says  Levesque  Vice  President  Louis 
Leblanc:  "Quebec  has  the  safest  [im- 
migrant] investments  in  Canada." 

Along  with  colleague  Stan  Siscoe, 
Leblanc  has  done  some  30  deals  with 
immigrant  investors'  money  since 
1988,  bundling  cash  from  these  in- 
vestors and  lending  it  to  young  and 
growing  businesses.  Les  Boutiques 
San  Francisco,  a  retail  clothing  chain, 
was  able  to  borrow  $5  million  to  put 
toward  opening  40  new  stores.  F.X. 
Drolet,  a  manufacturer  of  woodburn- 
ing  stoves,  got  $1.5  million  to  expand 
its  plant.  Les  Entreprises  Julien,  a 
manufacturer  of  stainless  steel  kitch- 
ens, received  $2  million,  partially  to 
start  making  in-flight  garbage  com- 
pactors for  Singapore  Airlines  and 
other  international  airlines. 

"The  Immigrant  Investor  Program 
is  our  calling  card,"  says  Leblanc. 
"Some  of  these  [investors]  are  very 
high  worth  individuals  who  would 
never  have  heard  of  Levesque  Beau- 
bien without  this  program.  Three 
years  from  now,  when  today's  immi- 
grant is  a  citizen,  he'll  remember  who 
protected  his  money." 

Could  U.S.  immigration  policy 
make  use  of  such  a  program?  New 
laws  were  passed  last  year  that  will 
allow  immigrant  investors  with  at 
least  $500,000  to  get  conditional 
U.S.  visas.  As  the  regulations  are 
worked  out,  we  would  do  well  to  take 
a  cue  from  Quebec's  investor  pro- 
gram: Perhaps  we  could  then  attract 
the  kind  of  upwardly  mobile  immi- 
grants who  are  now  enriching  our 
northern  neighbor's  economy.       ■■ 
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DEDICATED 

CONTRACT  CARRIAGE 

COMES  OF  AGE 


"Distribution  provides  the 
greatest  opportunity  for 
many  firms  to  achieve  a 
sustainable  competitive  ad- 
vantage,' says  Douglas  M. 
Lambert,  Ph.D.,  professor 
of  marketing  and  logistics 
at  the  University  of  South 
Florida.  In  recent  studies 
of  select  industries,  Lam- 
bert discovered  that  logistics  consider- 
ations topped  the  list  of  customer  con- 
cerns. "Attributes  such  as  the  ability  to 
meet  delivery  dates  and  the  ability  to 
expedite  emergency  orders  as  well  as 
the  accuracy  of  filling  orders  consis- 
tently placed  at  the  top  of  customers' 
lists,"  says  Lambert.  Ironically,  Lam- 
bert's research  reveals  that  few  firms 
meet  or  exceed  customer  expectations 
when  it  comes  to  these  attributes. 

"The  findings  are  clear,"  says 
Lambert.  "If  you're  not  competing  on 
logistics  service,  you  are  missing  a  sig- 
nificant opportunity  to  differentiate 
your  firm  from  competitors." 

But  some  firms  are  not  missing 
that  opportunity.  They  are  meeting  the 
market  head  on,  and  they  are  doing  it 
through  a  strategy  that  places  many  of 
their  distribution  needs  in  the  hands  of 
highly  specialized,  third-party  firms. 
Dedicated  Contract  Carriage,  a  grow- 
ing trend  in  distribution  and  transpor- 
tation, calls  upon  outside  carriers  to 
develop  alternative  distribution  sys- 
tems for  the  exclusive  use  of  a  single 
customer.  These  systems,  which  are  far 
more  comprehensive  than  a  full-service 
lease  arrangement,  include  manage- 
ment, equipment,  drivers,  mechanics, 
fuel,  insurance,  licensing,  permitting, 
transportation  system  design,  MIS 
support  and  more. 

"It  used  to  be  that  transpoitation 
was  considered  a  cost  of  doing  busi- 
ness," says  Larry  Mulkey,  president 
of  Ryder  Distribution  Resouic.es. 
"But  today,  many  companies  are  u-al- 
i/ing  that  their  return  on  investment 
is  much  better  when  they  focus  on 


As  American  business  strives  to  retain  its  leadership 
position,  it's  digging  deep  to  find  new  areas  to  increase 
competitiveness  and  productivity.  More  and  more,  the 
focus  is  falling  on  an  emerging  area  of  business: 


I     S     T     R     I 


U     T     I     O     N 


their  core  businesses  rather  than  on 
transportation  challenges.  Conse- 
quently, they  are  turning  to  logistics 


"But  logistics 
service  is  one 
area  where  our 
customers  can 
command  a 
market  advantage 

.        _  .,  „  service  providers 

Larry  S.  Mulkey  ,  v. 

President  who    understand 

Ryder  Distribution      the  new  realities 
Resources  of  American  man- 

mmmm'^^^^^m  ufacturing,  retail- 
ing and  wholesaling  and  how  logistics 
defines  a  large  portion  of  their  prof- 
itability." 

Industry-wide,  Dedicated  Contract 
Carriage  is  expected  to  grow  steadily 
throughout  the  1990s.  At  Ryder,  for 
instance,  Dedicated  Contract  Carriage 
sales  are  outpacing  other  segments  of 
the  services  offered  by  the  transporta- 
tion industry. 

"Dedicated  Contract  Carriage  has 

i       i    priority    product    line    at 

Rvder  because  our  customers  have  told 


us  that  competitive  parity 
has  made  it  extremely  dif- 
ficult for  them  to  differen- 
tiate themselves  on  prod- 
uct alone,"  says  Mulkey. 
"But  logistics  service  is  one 
area  where  our  customers 
can  command  a  market 
advantage" 

Those  customer  ser- 
vices differ  greatly  according  to  the 
industry.  For  instance,  in  retailing  Ded- 
icated Contract  Carriage  is  resulting  in 
lower  costs  and  greater  selection  for 
consumers  as  well  as  lower  inventory 
carrying  costs  for  retailers.  "Our  retail 
clients  need  Dedicated  Contract  Car- 
riage systems  that  do  away  with  back- 
room inventory,"  says  Mulkey. 

Now  when  a  sale  is  made,  the  in- 
formation is  recorded  at  the  cash  reg- 
ister and  at  the  distributor's  warehouse 
The  restocking  item  is  then  automati- 
cally loaded  on  Ryder  trucks,  delivered 
that  night  by  Ryder  drivers,  and  placed 
directly  on  the  shelves  early  the  next 
morning. 

"The  system  assures  the  customer 
a  choice  selection  every  day  of  the 
week,"  says  Mulkey.  "But  jusfas  impor 
tantly  for  retailers,  it  frees  cash  that 
otherwise  would  have  been  tied  up  in 
inventory." 


merican  automobile  man- 
ufacturers are  learning 
similar  lessons.  Pressed  to 
compete  against  waves  ol 
foreign  I  ompetition,  the  Big 
Three  have  adopted  the  just-in-time 
inventory  principles  thai  have  driven 
Japanese    success.    But    to    put    these 

principles  into  play,  manufacturers 
need  sophisticated  distribution  systems 
thai  (.in  delivei  component  p.uts  to 
assembly  lines  within  tight,  predefined 

time  windows-  some  .is  shoi  I  .is  ei^hi 

minutes, 

Again,  Dedi<  .u< « l  <  iontnu  I  <  u 
riage offers  cleat  advantages. "  I  lie  i  ost 
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of  capital  and  time  to  acquire  the  ex- 
pertise to  develop  fully  integrated, 
computerized  transportation  systems  is 
high  even  for  the  largest  American 
companies,"  says  Mulkey.  "But  by  de- 
signing customized  solutions  for  dis- 
tribution challenges,  firms  can  improve 
productivity,  asset  utilization  and  cus- 
tomer service  as  well  as  benefit  from 
multi-million  dollar  management  sys- 
tems and  associated  technologies." 

In  addition,  Dedicated  Contract 
Carriage  suppliers  such  as  Ryder  bring 
a  rich  background  of  experience  to  the 
distribution  challenges  of  any  one  cli- 
ent. "By  working  in  retailing,  manufac- 
turing, newspaper,  food,  high  technol- 
ogy and  other  industries  as  well  as 
home  delivery,  we  can  select  solutions 
that  are  common  in  the  distribution 
sector  of  one  industry  but  unheard  of 
in  another." 

At  the  same  time,  new  regulatory, 
environmental  and  labor  considera- 
tions will  lead  more  companies  to  con- 
tract with  outside  carriers  for  their  total 
distribution  needs. 

"By  relying  on  Dedicated  Contract 
Carriage  suppliers, 
firms  can  limit  poten-  ■■■■■■■ 
tial  liability  as  it  relates 
to  underground  fuel 
storage  tanks  and  the 
disposal  of  waste  ma- 
terials such  as  batteries 
and  tires,"  says  Mulkey. 

On  the  labor  front, 
new  federal  and  state 
regulations  have  im- 
posed higher  standards 
on  commercial  drivers 
and  have  required  drug 
testing.  Regulations 
promise  to  tighten  even 
more  during  the  next  ■■■MM 
few  years.  Dedicated 
Contract  Carriage  suppliers  know  how 
to  meet  these  challenges  and  in  doing 
so  offer  clients  firm  strategies  for  im- 
proving driver  training,  selection  and 
retention;  lowering  worker's  compen- 
sation; and  reducing  vehicle  accident 
frequency. 

For  these  and  other  reasons,  Ded- 
icated Contract  Carriage  demand 
should  remain  strong  throughout  the 
1990s  and  beyond.  "Logistics  is  only 
going  to  become  more  sophisticated  as 
American  business  strives  to  become 
more  competitive  and  progressive"  says 
Mulkey.  "Consequendy,  more  American 
companies  will  embrace  Dedicated 
Contract  Carriage  as  a  way  to  improve 
service  and  reduce  operating  costs." 


CASE  STUDY 


The  Beverage  Industry  Discovers 
The  Advantages  of  Dedicated 
Contract  Carriage 


hen  Sunbelt 
Coca-Cola  Bot- 
tling Company, 
Inc.  merged 
with  a  neighbor- 
ing botding  company  in  1990, 
Sunbelt  effectively  doubled  in 
size.  It  also  added  an  expo- 
nential number  of  logistics 
and  distribution  challenges  to 
its  operation. 

"Overnight,  we  went 
from  a  company  that  distrib- 
uted 12  million  cases  of  bev- 
erage a  year,  to  a  company 
that  distributed  21  million 
cases,"  says  Steve  Istvan,  the 
company's  vice  president  of 
logistics.  "We  inherited  excess 
and  overlapping  capacity  and 
needed  a  way  to  sort  out  our 


"Distribution    . 
provides      ^ 
the  greatest 
opportunity 
for  firms  to 
achieve  a 
competitive 
advantage." 


distribution  challenges  quickly  if  we  wanted  to  become  effective." 
The  company  could  have  waded  into  the  problems  on  its 
own.  But  Sunbelt  didn't  want  to  invest  heavily  in  trucks  and  fa- 
cilities only  to  have  to  live  by  those  decisions  as  the  new  com- 
pany grew.  So  Sunbelt  turned  to  Ryder's  Dedicated  Contract 
Carriage  division  to  manage  the  combined  company's  distribu- 
tion network. 

"Sunbelt  came  to  us  with  a  range  of  objectives  that  required 
a  great  deal  of  technical  expertise"  says  Kirk  Morton,  national  sales 
executive  and  a  beverage  industry  specialist  with  Ryder.  "They  were 
in  the  middle  of  consolidation  so  the  total  picture  hadn't  yet 
emerged.  But  they  knew  they  were  going  to  close  excess  warehouses 
and  reduce  the  size  of  their  combined  fleet.  At  the  same  time  they 
couldn't  afford  a  disruption  to  service  and  wanted  to  improve  their 
on-time  delivery  rate." 

Sunbelt  relied  on  Ryder's  logistics  design  department  for 
■■■■■■■      answers.  The  company  came  up  with  an  innovative  distribution 
system  that  uses  both  Sunbelt  and  Ryder  drivers  to  keep  trucks  on 
the  road  around  the  clock. 

Under  the  system,  Sunbelt  opted  to  use  its  own  drivers  to  deliver  beverages 
along  its  traditional  routes  during  daytime  hours.  But  after  hours,  the,  tractors 
are  driven  by  Ryder  employees  who  travel  to  the  company's  manufacturing  plant 
in  Morgan  town,  N.C.  Twice  a  night,  they  carry  back  loads  of  product  to  Sunbelt's 
six  distribution  centers. 

"With  the  system,  our  tractors  are  in  use  20  to  24  hours  a  day,  which  means 
we  don't  need  as  much  equipment  to  do  the  same  amount  of  work,"  says  Istvan. 
Those  types  of  programs  have  translated  into  big  savings  for  Sunbelt.  The 
company  says  that  Ryder's  Dedicated  Contract  Carriage  has  decreased  operating 
costs  about  four  cents  a  mile  versus  what  Sunbelt  would  be  paying  to  manage 
the  network  themselves.  That's  a  sizable  savings  considering  that  Sunbelt  trucks 
will  log  four  million  miles  this  year. 

"There  are  so  many  ancillary  savings  to  contracting  out  for  logistics  services," 
says  Istvan.  "We  gain  efficiency  but  we  also  save  on  spare  parts  costs,  liability  in- 
surance, fuel  and  administrative  costs." 

Another  added  benefit  of  the  program  has  been  increased  flexibility. 
Sunbelt,  which  started  only  ten  years  ago  with  one  bottling  franchise,  is  today 
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one  of  the  nation's  top  ten  Coca-Cola 
bottling  firms,  marketing  beverages  in 
Georgia  and  North  and  South  Caro- 
lina. That  pace  of  growth  has  caused 
rapid  change  in  the  company's  distri- 
bution network. 

"Dedicated  Contract  Carriage  gives 
us  the  flexibility  we  need  to  grow  and 
change  our  distribution  network,"  says 
Istvan.  "We  can  add  or  delete  equip- 
ment without  incurring  capital  costs. 
As  our  sales  volumes  shift,  we  can  move 
our  transportation  assets  to  wherever 
they  will  be  most  effective." 

Managing  that  change  is  a  lot  less 
complicated  with  the  support  of  an 
outside  transportation  company  that's 
a  leader  in  the  industry. 

"One  of  the  best  features  of  Ryder's 
Dedicated  Contract  Carriage  is  that  it's 
their  role  to  develop  the  answers,"  says 
Istvan.  "We  spell  out  the  parameters  of 
the  change  or  the  problem.  Then  they 
come  back  to  us  with  the  solutions  as 
well  as  the  costs  associated  with  making 
a  change." 

In  the  tapestry  of  distribution, 
even  small  changes  can  disrupt  the 
weave  of  an  entire  network.  For  in- 
stance when  Sunbelt  realized  that  the 
company  could  make  nighttime  deliv- 
eries to  large  wholesale  buyers  in  a 
southeastern  city,  it  needed  a  tractor  to 
do  the  work.  But  pulling  one  tractor 
from  its  nighttime  role  caused  disrup- 
tion in  the  company's  supply  to  its  dis- 
tribution centers. 

Without  Ryder  doing  the  calcu- 
lations, Sunbelt  would  have  had  to 
reroute  its  trucks 
and  decide  how  to 
make  up  the  short- 
fall. Instead,  the 
problem  was  solved 
with  a  single  tele- 
phone call. 

"What  most 
logistics  managers 
don't  realize  is  that 
when  they  are  dig- 
ging in  the  trench- 
es, they  don't  have 
the  time  to  look 
out  over  the  hori- 
zon and  consider 

the  possibilities,"  says  Istvan.  "By  re- 
lying on  Ryder's  Dedicated  Contract 
Carriage  to  manage  day-to-day  opera- 
tions, we  can  concentrate  on  our  pri- 
mary objective  —  increasing  the  profit- 
ability of  the  business." 


"Sunbelt 
came  to  us  with 
a  range  of 
objectives  that 
required  a  great 
deal  of  technical 
expertise. " 


CASE  STUDY 

Producing  the  World's  Most 
Perishable  Product  The 
Miami  Herald  Finds  Efficiencies 
In  Dedicated  Contract  Carriage 

erhaps  no  business  pushes  the  bounds  of  logistics  management  as 
far  as  the  newspaper  industry.  News  is  the  world's  most  perishable 
commodity.  It  often  loses  its  value  within  hours  of  production.  And 
the  newspaper  industry  is  volatile.  An  outbreak  of  war,  an  interna- 
tional incident  or  a  natural  disaster  can  require  a  newspaper  to  in- 
crease production  by  20%  on  a  moment's  notice. 

"The  logistics  challenges  are  immense  and  relentless,"  says  Arden  Dickey, 
circulation  director  for  the  Miami  Herald.  "You  can  have  a  Pulitzer  Prize-winning 
product,  but  if  it  doesn't  get  to  the  reader  on  time,  it's  worthless." 

At  the  same  time,  a  changing  media  climate  has  challenged  the  newspaper 
industry  in  recent  years.  Increased  competition  from  cable  television  and  direct 
mail  has  eroded  advertising  revenue  at  many  major  metropolitan  newspapers. 
Media  overload  and  busier  lifestyles  have  changed  many  consumers'  newspaper- 
and-coffee  habits. 

But  newspapers  are  not  giving  up.  Instead,  they  are  fighting 
back  with  a  number  of  innovative  strategies  to  cut  costs,  draw  new 
readers  and  lure  additional  advertising  dollars.  The  battle  is  being 
won  through  "zoned"  editions  that  offer  advertisers  tailored  mar- 
keting vehicles  that  differ  according  to  specific  zip  codes  and  zones. 
"In  Dade  County  alone  we  have  78  different  products  that  go 
to  consumers  according  to  their  zip  codes,"  says  Dickey.  "Each 
product  differs  in  the  coupons  and  inserts  that  accompany  it." 

According  to  Dickey,  this  is  only  the  beginning  of  a  wave  of 
customization  that  will  flood  the  newspaper  market  in  the  years  to 
come.  "Our  readers  and  advertisers  are  going  to  demand  more 
selectivity  in  the  products  they  advertise  in  and  read." 

The  complexities  of  executing  "zoned"  editions  rests  in  the 
■■■MH       transportation  of  the  product  from  the  Miami  Herald  plant  to  the 
company's  37  distribution  centers,  where  each  newspaper  is  collated 
by  carriers  for  specific  zip  codes. 

To  manage  that  job,  the  Miami  Herald  relies  on  Ryder  and  its  Dedicated  ( Ion 
tract  Carriage  division.  Under  the  arrangement,  Ryder  supplies  all  trucks,  drivers, 
equipment,  fuel,  insurance,  licensing,  logistics  planning,  software  design  and 
support  to  the  Herald  on  a  daily  basis. 

"Its  a  massive  operation  that  involves  about  40  ma  ks  and  ISO  <h  iveil  and 
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supervisory  people,"  says  Dickey.  "In 
geography  alone,  we  distribute  from 
Key  West  to  Tallahassee,  as  well  as  in  29 
foreign  countries.  All  told,  that's  about 
600,000    newspa- 


"They  become 
part  of  your   ^g 
mission  and  ^ 
understand  the 
demands 
and  constraints 
of  the 
business." 


But  Ryder  has  not 
stopped  there.  Last  Sep- 
tember, Ryder  introduced  a 
routing  configuration  soft- 
ware system  that 
■H  analyzes  the  Her- 
ald's circulation 
numbers  and  then 
tells  Ryder  how  to 
form  the  Herald's 
truckloads.  The 
automation  does 
away  with  manual 
tabulations  and 
provides  crucial 
reports  on  the 
management  of 
the  distribution 
network.  It  also 
saves  hours  of  ad- 
ministrative time 
every  day. 
instance,  when 
war  broke  out  in  the  Per- 
sian Gulf,  the  Herald  added 
90,000  newspapers  to  its 
Ryder  was  informed  and 


For 


pers  that  need  to 
be  delivered  every 
day.  The  sheer 
magnitude  places 
enormous  de- 
mands on  people 
and  resources." 

But  Ryder 
has  met  that  de- 
mand for  more 
than  25  years.  The 
Miami  Herald  con- 
tract is  Ryder's 
oldest  Dedicated 
Contract  Carriage 

■■■■■MHHBB 

John  Rykac- 
zewski, Ryder  distribution  manager  for 
the  account,  says  that  the  close  rela- 
tionship has  meant  continuous  refine- 
ments and  increased  cost  savings  for 
the  Herald. 

Two  years  ago,  for  instance,  the 
Herald  with  Ryder's  support  developed 
a  progressive  materials  handling  sys- 
tem aimed  at  increasing  the  overall 
efficiency  of  its  distribution  system. 

The  Herald  and  Ryder  created  a 
system  based  on  wheeled  cages  used  to 
store  and  transport  newspapers  be- 
tween the  Herald's  plant  and  its  dis- 
tribution centers. 

"Every  aspect  of  the  system  has 
been  improved,"  says  Rykaczewski. 
"Before,  each  30-pound  bundle  was 
handled  five  or  six  times  at  the  plant 
and  several  times  at  the  distribution 
center.  Now  they  are  placed  into  the 
carts  immediately  after  they're  bun- 
dled, and  they  aren't  handled  sepa- 
rately until  they  are  loaded  directly  into 
the  carrier's  vehicle." 

Rykaczewski  says  that  unloading 
trucks  bundle  by  bundle  used  to  take 
hours.  "The  whole  job  now  takes  min- 
utes. Unloading  at  the  distribution 
centers,  which  used  to  take  an  average 
of  three  hours,  is  done  in  under  20 
minutes,"  he  says.  Injuries  and  ac- 
cidents are.  down  on  both  ends, 
employees  are  happier  and  carriers 
receive  their  papers  in  much  better 
condition.  "We  have  done  away  with 
papers  that  are  torn  because  they  were 
thrown  from  the  truck  to  the  ground." 

The  new  system  has  saved  the 
Herald  $300,000  in  annual  labor  costs 
alone. 

Gregory  Matusky  is  a  business  reporter  and  writer  based  in  Ardmore,  PA.  He  is  the  author  or  coauthor  of  four  books  as  well  as  a  marketing  and  public 
relations  consultant  to  large  and  small  companies.  Mr.  Matusky's  articles  regularly  appear  in  national  b'isiness  publications. 


daily  run. 
within  15 
minutes,  the  company's  automated  sys- 
tem had  already  determined  how  many 
additional  trucks  were  needed.  Ryder 
was  then  able  to  furnish  the  extra 
trucks  from  its  commercial  rental  fleet. 
"These  efficiencies  mean  lower 
billings  for  Ryder,  but  the  company  still 
eagerly  and  enthusiastically  develops 
The  programs,"  says  the  Herald's  Arden 
Dickey.  "That's  one  of  the  advantages  of 
dealing  with  a  Dedicated  Contract  Car- 
riage company.  They  become  part  of 


"In  Dade 
County  alone] 
we  have  78 
different 
products 
that  go  to 
.    .  consumers 

your  mission  and  un-      according 

derstand  the  demands     to  their  zip 
and  constraints  of  the     codes. " 
business."  ■ ■ ■■■■ ■ ■ ■ 

The  Herald  has  had  the  arrange- 
ment evaluated  by  outside  transporta- 
tion experts  and  their  findings  are 
conclusive.  "Twice  we  have  undertaken 
extensive  review  of  the  arrangement," 
says  Dickey.  "And  twice  we  have  dis- 
covered that  we  couldn't  manage  or 
operate  the  program  as  cost-effectively 
as  Ryder  and  still  deliver  the  same  de- 
gree of  reliability." 


DEDICATED 
CONTRACT 
CARRIAGE 


Let's  face  it.  You'd  have  a  much  better 
chance  of  winning  the  distribution  game  if  you 
could  write  your  own  rul<  And  if  you  had  the 
right  teammate  on  your  side. 

Consider  Ryder's  Dedicated  Contract 
Carriage.  It's  a  complete  transportation  system, 


including  vehicles,  maintenance,  administrative 
management,  software  design  and  more.  It  even 
covers  recruiting,  hiring,  training,  and  managing 
your  entire  driver  work  force. 

Every  element  is  coordinated  to  help  you 
improve  customer  service  and  cut  operating  costsJ 


your  deliveries  more  precisely 
through  our  just-in-time  capability. 

We  provide  computer  sys- 
tems that  let  you  better  monitor  your 
inventory  and  outbound  product 
flow.  Ryder  can  also  custom -design 
special  handling  equipment  to  pre- 
vent damaged  goods  reaching  your 
customers. 

Our  tracking  systems 
ensure  the  right  product  is  on  the 
right  truck,  while  routing  and  sched- 
uling models  maximize  the  capacity 
of  each  truck  and  the  efficiency  of  its 
delivery  route.  You  can  even  keep  in 
constant  touch  with  your  drivers 


Jid  it's  all  customized  to  fit  your  specific  game 
Ian  throughout  your  distribution  cycle. 

First,  you  can  reduce  your  warehousing 
osts  by  having  raw  materials  shipped  from  multi- 
nations  direct  to  the  manufacturing  plant. 

You  can  cut  carrying  costs  and  schedule 


through  the  use  of  cellular  phones. 
Finally,  management  sys- 
tems allow  you  to  measure  our  per- 
formance on  criteria  like  equipment 
productivity,  empty  miles  and  on- 
time  performance. 

Best  of  all,  you  control  -  we 
manage.  So  you  get  a  system  tailored 
to  your  needs,  and  a  team  playing  by 
your  rules.  Leaving  you  more  time  to  service  your 
customers  and  expand  into  new  markets. 

To  find  out  how  Dedicated  Contract 
Carriage  can  benefit  your  company,  call  Ryder 
at  1-800-446-5511,  extension  143.  You'll  find  it's  a 
winning  proposition  all  around.        RYDER, 

1-800  446  5511 


With  a  settlement  of  Russo-Japanese  political 
differences  seeming  rioser,  Japanese  business  is 
sniffing  around  the  Soviet  Far  East.  It's  a  marriage  made 
in  heaven— but  with  serious  obstacles  to  consummation. 

"  Welcome  to 
Vladivostok!" 


By  Gale  Eisenstodt  and  Paul  Klebnikov 


"Moscow  is  FAR,  Niigata  is  close," 
says  Yuri  Avdeev,  an  official  of  the 
Vladivostok  (Soviet  Far  East)  city 
government.  He  is  sitting  in  the  lobby 
of  the  plush  Okura  Hotel  in  Niigata,  a 
city  in  northern  Japan.  A  big  reason 
for  his  visit  is  to  encourage  local  Japa- 
nese businessmen  to  invest  in  the 
Soviet  Far  East.  He  assures  the  Japa- 
nese that  if  they  invested  they  would 
be  pretty  much  free  of  the  Kremlin's 
destructive  meddling. 

Lately,  there  is  some  cause  for  opti- 
mism in  Japanese -Soviet  relations. 
Tokyo  is  abuzz  with  talk  that  Japan's 
ruling  Liberal  Democratic  Party  has 
offered  the  Soviets  $28  billion  in 
loans  and  aid  if  they  return  the  four 
northern  islands  the  Red  Army 
grabbed  from  Japan  in  1945.  If  the 


Soviets  hand  over  only  two  of  the 
islands,  the  amount  is  likely  to  be 
lower.  But  the  Soviet  need  for  quick 
cash  and  Japanese  investment  means 
that  whatever  government  is  in  power 
in  Moscow  will  likely  strike  a  deal 
soon.  And  that  could  open  the  flood- 
gates for  massive  Japanese  business 
investment  in  Siberia  and  the  Soviet 
Far  East. 

It  won't  happen  overnight.  But  the 
potential  for  Japanese -Soviet  deals  is 
immense.  Japan  is  resource-poor, 
while  the  Soviet  Far  East  and  Siberia 
have  vast  reserves  of  oil,  gas,  coal,  iron 
ore,  precious  metals,  timber  and  fish. 
And  Mikhail  Giriaev,  director  of  For- 
est Resources  for  the  Russian  Repub- 
lic, talks  eloquently  about  the  poten- 
tial for  trade  deals,  such  as  the  recent 
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new  Asian  trading  bloc? 
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agreement  among  the  forestry  de- 
partment of  the  Soviet  Maritime 
Province,  the  Chinese  government 
and  South  Korea's  Hyundai  Group. 
This  deal  will  bring  Korean  technol- 
ogy and  cheap  Chinese  labor  to 
sparsely  populated  Siberia;  the  Soviets 
*.  will  pay  by  shipping  lumber  to  China 
and  South  Korea. 

But  the  Japanese  move  slowly  and 
deliberately,  and  no  matter  how  logi- 
cal a  Japanese -Soviet  Far  Eastern  trad- 
ing and  investment  partnership  may 
sound,  there  remain  many  obstacles. 
In  the  past  two  years  15  Japanese 
trading  companies,  including  Mitsui 
&  Co.,  Nissho  Iwai  Corp.  and  Sumi- 
tomo Corp.,  have  opened  offices  in 
Khabarovsk,  a  city  north  of  Vladivos- 
tok. A  handful  more  have  set  up  in 
Nakhodka,  a  port  city.  About  half  of 
the  30  Japanese-Soviet  joint  ventures 
are  in  the  Soviet  Far  East. 

Yet  the  deals  are  small,  more  flirta- 
tion than  marriage.  Nippon  Suisan, 
Japan's  largest  hauler  of  fish,  joined 
with  Mitsui  in  1989  in  a  $4.8  million 
joint  venture  to  catch  and  process 
herring  and  smelt.  Operations  at  a  $2 
million  lumber  mill  part-owned  by  C. 
Itoh  &  Co.  are  getting  under  way. 
And  last  year  Toyota  opened  a  service 
center  in  Khabarovsk  jointly  with  the 
Soviet  Ministry  of  Forestry. 

In  the  first  six  months  of  1990, 
Japan  was  only  the  fourth -largest  ex- 
porter to  the  U.S.S.R.  outside  the 
former  Eastern  Bloc,  behind  Germa- 
ny, the  U.S.  and  Yugoslavia.  The 
whole  Soviet  Union  now  accounts  for 
around  1%  of  total  Japanese  trade. 
Japanese  investment  in  the  U.S.S.R. 
has  been  even  more  paltry:  As  of  April 
1990,  Japanese  firms  had  invested 
only  $49  million  in  the  Soviet  Union, 
ranking  twelfth  in  the  nonsocialist 
world,  behind  even  Austria,  Switzer- 
land and  Australia.  The  Japanese  arc 
very  practical  people,  who  like  to  be 
paid.  Most  major  Japanese  trading 
houses  were  badly  hurt  last  year  when 
the  Soviets  suspended  or  rescheduled 
their  payments.  The  situation  has 
been  worsened  by  the  sharp  fall  in 
Soviet  oil  exports  and  the  decline  of 
the  U.S.S.R.'s  credit  rating. 

Foreigners  still  have  no  right   to 
own  property  in  the  Soviet  Union  and 
are  at  the  mercy  of  bureaucratic  med 
dling.  "We  still  don't  know  who  to 
negotiate  with — the  central,  republi- 
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Available  at  line  jewelers,  department  stores,  quality  stationers  and  other  select  retailers 
Koh  l-Noor  Inc  (800)  877-4810  In  Canada.  (416)  670  0300 


Bigger  isn't  better.  Only  better  is  better. 
And  the  new  Falcon  900B  makes  better 
even  better  yet. 

An  extra  750  lb  of  thrust  from  three 
TFE731-5B  engines  make  this  the  most 
powerful  Falcon  ever  built,  able  to  climb 
direct  to  39,000  ft,  even  on  a  hot,  ISA  + 
10°C  day-after  taking  off  at  maximum 
gross  weight. 


Making  bette: 

It's  also  the  most  relentlessly  efficie 
Falcon  ever  built,  actually  capable  of  fl>j 
ing  farther  than  the  original  900  (400(f 
nautical  miles  with  eight  passengers  anq 
NBAA  IFR  reserves)  with  no  increase  ir 
trip  fuel. 

The  Falcon  900B  epitomizes  a  pn 
dent  new  age-when  fuel  is  expensive  j 
and  conspicuous  consumption  has  f| 


THEGULFSTREAMIV 
Length:  88  ft  4  in. 
Wingspan:  77  ft  10  in. 
MTOW:  73,200  lb 
Payload  with  Full  Fuel:  1600  lb 


even  better. 


;n  out  of  favor.  It  costs  significantly 
bss  to  operate  than  a  G-IV.  It  can  use 
lore  airports.  And  it  offers  more  usable 
abin  volume  in  an  externally  smaller 
irframe. 

In  brief,  it  repays  your  investment 
wth  the  most  efficient  aircraft -pound 
or  pound,  inch  for  inch,  mile  for  mile- 
hat  superior  technology,   guided  by 


rational  priorities,  can  achieve. 

Even  the  best  can  get  better.  So  call 
(201)  967-2746  for  information,  or  for 
an  appointment  to  learn  about  the  big- 
gest set  of  advantages  in  the  business 
jet  world. 

^W Falcon Jet 

Teterboro,  New  Jersey  07608 


Siberian  development 


can  or  local  governments,"  anguishes 
Yuzuru  Kashio,  a  manager  at  Mitsui. 

If  the  Japanese  are  hesitant,  howev- 
er, the  South  Koreans  are  acting  quite 
boldly.  Even  before  South  Korea  and 
the  U.S.S.R.  established  diplomatic 
relations  last  fall,  South  Korean  com- 
panies were  rushing  into  the  Soviet 
Far  East.  Observing  Japanese  hesitan- 
cy, the  Koreans  see  a  chance  to  steal  a 
march  on  their  neighboring  rival. 

The  South  Koreans  also  have  a 
political  motive:  Eager  for  reunion 
with  North  Korea — one  of  the 
world's  last  socialist  dictatorships — 
they  apparently  hope  a  friendly  Soviet 
Union  would  bring  pressure  for 
union  and  democratization  in  the 
north.  In  January'  Korea  offered  $3 
billion  in  aid  to  the  Soviet  Union. 
Hyundai  Group  has  sunk  some  $50 
million  into  its  forestry  joint  venture, 
and  it  is  also  looking  into  coal  projects 
and  conducting  feasibility  studies  for 
natural  gas  production  on  Sakhalin 
Island.  Whereas  other  foreigners  fear 
a  return  to  the  old  Soviet  system, 


some  South  Koreans  are  taking  a  dif- 
ferent view:  "The  Soviets  have  no 
alternative  but  to  maintain  an  open 
political  system,"  says  an  optimistic 
Sang  Mo  Park,  until  recently  a  branch 
manager  of  Hyundai's  Niigata  office. 
But  Japanese  businessmen  are  not 
so  sure.  They  have  dealt  with  the 
Soviets  longer.  Managers  at  trading 
companies  such  as  Mitsubishi  Corp. 
sav  the  current  chaos  in  Moscow  is 

J 

neither  the  first  nor  the  last  setback 
they  have  seen  to  Soviet  liberaliza- 
tion. There  are  also  geographic  rea- 
sons for  caution.  The  known  reserves 
of  Soviet  oil  and  natural  gas,  the  most 
coveted  resources,  are  concentrated 
in  western  Siberia,  almost  6,000  miles 
from  the  Pacific  Ocean.  The  extrac- 
tion and  transportation  costs  of  most 
raw  materials  from  Siberia  will  inevita- 
bly be  higher  than  from  Australia, 
Malaysia  and  Brunei. 

Still,  when  they  feel  the  time  is  ripe, 
the  Japanese  will  make  major  moves: 
The  logic  of  a  Japanese -Soviet  Far 
Eastern     partnership     seems     over- 


whelming. In  December  Japan's 
Ministry  of  International  Trade  & 
Industry  (miti)  initiated  a  study  of  the 
economic  infrastructure  in  the  Soviet 
Far  East — roads,  railroads,  ports,  tele- 
communications equipment.  This 
seems  to  show  a  realization  that  mas- 
*sive  development  must  wait  for  the 
building  of  better  infrastructure,  like- 
ly to  be  financed  in  part  by  credits  tied 
to  orders  for  Japanese  firms.  In  a 
similar  long-term  frame  of  mind,  Mit- 
sui &  Co.  and  Mitsubishi  Corp.  are 
working  with  Western  partners  such 
as  Combustion  Engineering  on  plans 
for  a  $2  billion  petrochemical  com- 
plex in  Tobolsk.  Mitsui  is  working 
with  McDermott  International  on  a 
feasibility  study  of  oil  development  on 
the  continental  shelf  near  Sakhalin 
Island. 

Maybe  not  in  this  century  but  cer- 
tainly early  in  the  next,  Japanese  busi- 
nessmen will  be  able  to  buy  oil,  coal, 
timber  and  fish  from  the  country  next 
door  and,  at  the  same  time,  build  a 
great  new  market  for  their  goods.  Hi 


Investment 

bankers 

at  $19  a  month 


Just  think,  said  the  Sovi- 
et employee  at  the  Moscow 
office  of  a  Western  invest- 
ment bank.  At  the  new  ex- 
change rate  of  27.6  rubles 
to  the  dollar,  "my  salary  is 
now  just  S19  a  month." 
Earlier  this  month  the 
Kremlin  suddenly  freed  one 
of  three  official  exchange 
rates  used  to  approximate 
the  value  of  the  ruble.  It 
lost  almost  70%  of  its  value, 
falling  from  60  cents  to 
under  4  cents.  This  may  yet 
prove  one  of  Mikhail 
Gorbachev's  wiser  improvi- 
sations. Practically  every- 
thing priced  in  rubles  at 
that  market  rate  is  so 
cheap  that  foreign  capital 
should  rush  in — provid- 
ed, of  course,  hyperinfla- 
tion does  not  nullify  the 


advantage  and  the  ruble  is 
made  fully  convertible. 
(Gorbachev's  official  salary 
translates  to  S85  dollars 
net  a  month,  seven  times 
average  earnings;  that 
could  be  why  Boris  Yeltsin 
and  striking  miners  argue 
he's  not  worth  it. ) 

Following  the  devalua- 
tion, many  Soviet  citizens 
rushed  to  swap  rubles  for 
dollars.  They  evidently  be- 
lieve that  a  4-cent  ruble 
doesn't  undervalue  current 
purchasing  power  in  a 
goods-starved  market. 

Soviet  poverty  now 
means  being  able  to  afford 
less  of  the  unobtainable. 
Following  April's  wage  and 
price  increases,  scarce 
color  TVs  cost  the  equiva- 
lent of  1 7  weeks'  average 
Soviet  wages,  up  from  1 2 
weeks';  a  Volga  sedan  re- 
tails at  the  equivalent  of  96 
months'  earnings,  50% 
more  than  at  the  old  price. 

It's  hard  to  know  what 
to  make  of  the  Soviet  econ- 


After  the  devaluation,  Soviet  banks  were  mobbed 
What  do  you  moan,  I  can't  have  dollars? 


omy  in  dollar  terms.  By 
official  statistics,  Soviet 
gross  domestic  product 
last  year  was  950  billion  ru- 
bles; at  the  government's 
vanity  exchange  rate  of 
$1.60,  that's  $1.5  tril- 
lion, a  comforting  figure  to 
Western  banks  now  owed 
$60  billion  by  Moscow.  At 
the  3.6-cent  market  rate, 
the  economy  is  a  little  over 
$34  billion,  slightly  more 


than  the  revenues  of  Wal- 
Mart  Stores,  which  ranks 
14  on  the  Forbes  Sales  500 
(seep.  170).  This  underes- 
timates the  economy,  but  it 
is  hard  to  estimate  pre 
cisely  by  how  much.  The 
ruble  is  the  only  com 
modify  that's  in  plentiful 
supply  and  getting  cheap 
er  by  the  day  in  the  Soviet 
Union. 

-Petbr  Fu  firman     mm 
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A  futuristic  interpretation  of  a  legendary  design: 
The  Movado  Sapphire  Museum  SD®  Watch. 

The  famous  Movado  Museum  dial,  a  registered 
trademark  of  the  Movado  Watch  Company  repre- 
sents the  quintessence  of  the  modern  design  move- 
ment. Simple,  functional,  tasteful. 

Its  purity  of  design  has  won  it  a  place  in  the  per- 
manent collection  of  the  Museum  of  Modern  Art. 

It  is  a  "high  tech"  timepiece.  In  both  appearance. 
And  actuality. 

A  synthetic  sapphire  crystal  forms  the  front  of  the 
case.  (With  hardness  second  only  to  a  diamond,  it  is 
virtually  scratch-resistant.)  A  technological  process 
permanently  adheres  it  to  the  invisible  black  bezel. 

The  case  becomes  one  with  the  bracelet  creating 
the  balanced  proportions  found  in  fine  sculpture. 

The  Movado  Sapphire  Museum  SD  is  strikingly 
thin.  Inside  is  an  electronic  quartz  movement  that  is 
accurate  to  within  60  seconds  a  year.  It  never  needs 
winding. 

Like  all  Movado  Watches  it  enjoys  the  care  of 
Swiss  craftsmanship.The  Movado  Sapphire  Museum 
SD  Watch.  A  classic  for  now  and  future  time. 


MOVADO. 

The  Museum.Watch. 

BAILEY  BANKS  &  BIDDLE 
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Victory  in  the  Gulf  war  demonstrated 
the  effectiveness  of  our  military 
strength.  How  can  the  world 
be  certain  this  power 
will  be  used  wisely  and  fairly? 

Pax  Americana 


BY  MICHAEL  NOVAK 


Philosopher,  journalist  and  ex-U.S. 
ambassador  Michael  Novak  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


Everyone  seems  to  be  having  trouble 
defining  the  New  World  Order.  The 
idea  is  actually  very  simple.  It  has  two 
parts:  one  part  describing  a  new  inter- 
nal structure  within  many  states,  the 
other  part  describing  a  new  balance  of 
power  among  states. 

Even  as  late  as  April  1989,  many 
observers  were  speaking  confidently 
of  the  U.S.  in  "decline,"  and  the 
simultaneous  rise  of  Japan  and  a 
United  Europe.  Meanwhile,  as  a 
superpower  the  U.S.  was  matched  by 
the  Soviet  Union.  Recent  events  have 
invalidated  that  scenario. 

By  1990  the  swift  downward  spiral 
of  the  Soviet  economy  had  deprived 


the  U.S.S.R.  of  effectiveness  on  the 
world  stage.  As  for  Europe,  it  was  not 
united  regarding  the  Persian  Gulf;  it 
was  not  purposeful;  indeed,  it  was 
largely  paralyzed,  even  though  its 
own  energy  interests  were  gravely 
threatened  by  Saddam  Hussein.  In 
the  Gulf,  Europe  did  not  prove  itself 
to  be  a  world  power.  Nor  did  Japan 
acquit  itself  with  honor,  courage 
or  resolve. 

Meanwhile,  many  missed  the  true 
U.S.  contribution  to  the  Persian  Gulf 
solution.  They  have  praised  "interna- 
tional cooperation,"  the  role  of  the 
U.N.  and  the  smooth  functioning  of 
the  Great  Coalition,  but  have  forgot- 
ten one  crucial  fact:  While  the  rest  of 
the  world  debated,  the  U.S.  acted. 
This  speedy  action  made  it  possible 
for  others  to  follow,  some  immediate- 
ly, like  Maggie  Thatcher's  U.K., 
others,  like  Mitterrand's  France,  with 
far  greater  delay. 

Suddenly  gone  was  "the  bipolar 
world"  of  "two  superpowers."  Sovi- 
et efforts  in  the  Gulf  were  pitiable. 
There  is  now  only  one  superpower. 

It  may  be  excessive  to  speak  of  Pax 
Americana  or  even  of  a  unipolar 
world.  But  it  is  exact  to  note  that  no 
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other  power  in  the  world  has  both  of 
the  capacities  that  give  muscle  to  or- 
der: the  ability  to  make  quick  deci- 
sions and  the  ability  to  project  military 
power  wherever  needed. 

Ideally,  in  this  new  world  order,  the 
U.S.  will  act  in  cooperation  with  oth- 
ers, in  grand  coalitions  and  with  the 
ultimate  blessing  of  the  U.N.  But 
when  urgency  requires,  no  one  else 
possesses  the  means  or  the  will;  only 
the  U.S.  can  act  immediately  and 
anywhere.  These  two  U.S.  capacities 
protect  the  new  world  order. 

The  motto  the  American  founders 
inscribed  on  the  Great  Seal  of  the  U.S . 
practically  predicts  the  structure  of 
this  new  world  order:  Novus  Ordo 
Seclorum,  the  New  Order  of  the 
World.  The  easiest  place  to  consult 
the  seal  is  on  the  back  of  the  dollar  bill. 
Look  at  a  dollar  bill  and  you  will  see 
that  the  founders  even  drew  a  picture 
of  what  they  meant.  It  showed  an 
incomplete  pyramid  in  the  desert,  a 
pyramid  meant  to  suggest  the  ancient 
people  of  Israel,  America's  archetype 
in  seeking  "a  New  Jerusalem."  It  also 
suggested  the  world's  first  three-sid- 
ed social  system. 

Across  the  base  of  the  pyramid  are 


the  two  anchoring  systems,  the  free 
polity  (a  limited  constitutional  state) 
and  the  free  economy.  The  founders 
envisaged  a  republic  whose  liberties 
are  protected  by  an  equipoise  of 
checks  and  balances  between  the  po- 
litical sector  and  the  economic  sector. 

And  the  third  side  of  the  system? 
Above  the  uncompleted  pyramid,  set 
off  in  detached  independence,  is  the 
Eye  of  God  or  Conscience.  "Con- 
gress shall  make  no  law  regarding 
religion,  nor  abridging  the  freedom 
of  the  press."  This  third  sphere,  above 
the  polity  and  the  economy,  and  pass- 
ing judgment  on  both,  is  the  sphere  of 
conscience,  information  and  ideas. 
Above  and  beyond  the  powers  of  the 
state  and  the  panjandrums  of  eco- 
nomic might  are  such  free  institutions 
of  the  human  spirit  as  the  churches, 
universities,  communications  media, 
associations  of  artists  and  thinkers, 
and  families. 

The  new  world  order,  then,  is  a 
world  in  which  internal  pressures  are 
now  building  to  increase  the  number 
of  three-sided  social  systems.  These 
are  systems  based  upon  republican 
(democratic)  forms  of  polity,  on  free 
economies  and  on  cultures  that  pro- 


tect freedom  of  conscience,  informa- 
tion and  ideas.  Most  nations,  of 
course,  are  still  far  from  that  reality. 
Like  air  whooshing  from  punctured 
tires,  however,  the  legitimacy  of  non- 
democratic  regimes,  unfree  econo- 
mies and  cultural  oppression  is  leak- 
ing fast.  The  peoples  of  the  world 
more  and  more  demand  all  three  free- 
doms: political,  economic  and  cultur- 
al. They  did  so  in  Eastern  Europe  in 
1989.  Some  are  doing  so  now  in 
Kuwait  and  Iraq. 

In  brief,  the  new  world  order 
means  a  world  of  individual  nations 
shaped  more  and  more  on  the  three- 
fold model  pioneered  for  all  other 
nations  by  the  American  experiment. 
And  it  also  means  a  world  more 
reliant  than  ever  on  the  twofold 
American  capacity  for  quick  decision 
and  power  projection  on  an  interna- 
tional scale.  For  those  who  might  fear 
the  consequences  of  this  U.S.  power, 
I  add:  The  whole  point  of  the  Novus 
Ordo  is  the  rule  of  law,  the  protection 
of  rights  and  the  general  welfare. 
Self-preservation  further  guarantees 
that  the  U.S.  will  exercise  this  power 
sparingly  and  in  cooperation  with 
other  nations.  Hi 


We  just 

put  our  future 
on  the  line. 


The  future  is  something  that  just  happens. 
Or,  it's  something  that  you  make.  It  depends 
on  your  attitude. 

At  Ford,  we  just  put  our  future  on  the  line. 
With  a  new  tractor  that  performs  like  no  Ford 
has  ever  performed  before-the  AeroMax  120 
lone  conventional.  The  most  fuel-efficient  big 
Ford  ever. 

And  a  new  way  of  doing  business  that  helps 
our  customers  stay  in  business. 

In  cab  comfort,  in  readability,  in  ease  of  main- 
tenance, there's  never  been  anything  from  Ford 
like  AeroMax  120. 


And,  there's  never  been  anything  from  Ford 
like  our  new  LineHauler  Club-with  24-hour 
Emergency  Hotline  supported  by  over  26,000 
suppliers  of  towing  and  repair  services,  fuel  and 
tires.  Or  our  Expanded  Parts  & 
Service  network.  Ford  Extended 
Service  Coverage  and  more. 
AeroMax  120.  Because  the 
future  is  up  to  you. 

Not  just  a  new  Ford . . . 
a  new  Ford  attitude. 


That  most  American  of  all  sports,  the  rodeo, 
is  still  in  the  small  time  so  far  as  grosses  go. 

Don't  let  your 
babies  grow  up 
to  be  cowboys 


By  Katherine  Weisman 

Tuff  Hedeman,  28,  dressed  in  a 
starched  button -down  shirt  and 
Wrangler  jeans,  hangs  on  stubbornly 
as  the  bull  he's  riding  swings  wildly, 
trying  to  fling  him  off.  Nearby,  anoth- 
er bull  tosses  its  horns  and  sends  one 
of  the  clowns  performing  in  the  ring 
into  the  air.  The  spectators  gasp,  but 
apprehension  turns  to  cheers  when  Ty 
Murray,  21,  wins  the  tide  of  World 
Champion  All -Around  Cowboy  for 
the  second  year  in  a  row.  Scoring  high 
in  bull  riding,  bareback  riding  and 
saddle  bronc  riding,  he  walks  away 
with  $73,000  in  prize  money,  increas- 
ing his  take  for  the  year  to  $214,000. 

The  rodeo  is  a  quintessentially 
American  sport,  with  roots  in  ranch- 
ing chores  in  the  fabled  Wild  West.  It 
has  its  modern-day  apotheosis  in  the 
National  Finals  Rodeo  of  the  Profes- 
sional Rodeo  Cowboys  Association, 
which  takes  place  each  December  in 
Las  Vegas,  its  home  for  the  past  six 
years.  Last  year's  finals  drew  capacity 
crowds  for  all  ten  performances  at  the 
16,500-seat  Thomas  &  Mack  Center. 
Warning  for  those  who  want  to  see 
the  1991  finals:  Tickets,  averaging 
$20  per  night,  have  nearly  sold  out. 

But  the  Las  Vegas  finals  are  only 
one  of  some  1,100  officially  sanc- 
tioned rodeo  events  held  in  the  U.S. 
annually.  Another  popular  event, 
Cheyenne  Frontier  Days,  held  in  July, 
attracts  250,000  people  annually. 
The  1,100  shows  sanctioned  by  two 
umbrella  organizations,  the  Profes- 
sional Rodeo  Cowboys  Association 
(prca)  and  the  International  Profes- 
sional Rodeo  Association  (ipra),  last 
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year  attracted  18  million  people  and 
generated  $80  million  in  ticket  sales. 

For  better  or  worse,  big-scale  com- 
mercialization has  not  yet  invaded  the 
world  of  rodeo.  It  has  attracted  com- 
paratively little  by  way  of  sponsor 
money  and  gets  by  almost  entirely  on 
the  support  of  fans  and  curiosity  seek- 
ers plus  entry  fees  paid  by  participants. 
Purses  are  generally  small;  the  big 
money  won  by  Ty  Murray  at  the 
National  Finals  last  year  was  an  excep- 
tion, not  the  rule. 

For  a  cowboy  like  Murray  who 
competes  in  three  events,  fees  can  run 
as  high  as  $750  per  rodeo.  The  cow- 
boys pay  their  own  travel,  lodging, 
food,  gear,  clothing  and  medical  ex- 


penses. Jason  Brown,  an  ipra  saddle 
bronc  rider,  says:  "Last  year  I  went  to 
139  rodeos  and  logged  over  126,000 
miles."  Brown  won  $24,500  and 
barely  made  a  profit.  Can  you  imagine 
the  Mets'  Dwight  Gooden,  with  his 
three-year,  $16.2  million  contract, 
*  paying  for  every  baseball  game  he 
pitches  in  and  traveling  in  a  pickup 
truck  from  game  to  game? 

And  not  getting  paid  if  he  doesn't 
win?  In  rodeos  prize  money  goes 
down  to  the  fourth,  sometimes 
eighth,  placing  cowboy.  But  if  a  rider 
falls  off  his  beast  before  the  required 
eight  seconds,  or  a  roper  can't  rope 
his  calf,  he  will  make  nothing.  Com- 
pare this  with  the  PGA  golfer  who 
places  last  in  a  tournament  yet  earns 
an  average  of  $2,000  in  prize  money. 

Top  cowboys  don't  get  tapped  to 
endorse  major  products  the  way  Joe 
Montana  is  paid  to  plug  Diet  Pepsi. 
Wrangler  jeans,  Dodge  Trucks  and 
Justin  Boots  are  among  the  handful  of 
businesses  that  provide  sponsorship 
in  cash  or  services,  but  their  contribu- 
tions are  peanuts  compared  with  the 
money  attracted  by  other  sports. 
Blame  lack  of  publicity  and  sparse  TV 
coverage  for  the  lack  of  sponsor  inter- 
est. Cowboys  aren't  well  enough 
known.  "The  top  contestants  need  to 
be  identified,"  says  Ken  Stemler,  for- 
mer president  of  prca's  business  arm. 
When  the  rodeo  comes  to  town  once 
a  year,  few  spectators  recall  who  wins 
which  event. 
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prca  commissioner  Lewis  Cryer 
drew  criticism  for  purchasing  airtime 
on  espn  for  increased  rodeo  coverage. 
The  networks  once  televised  big  ro- 
deos like  the  Calgary  Stampede,  but 
no  longer  do.  With  the  amount  of 
money  they  dole  out  to  cover  big 
league  sports,  rodeo  wasn't  worth  it. 
Today  only  the  George  Michael  Sports 
Machine  on  nbc  provides  network 
coverage.  The  Nashville  Network  is 
the  only  other  broadcaster  of  rodeo. 

Television  audiences  thrive  on  ce- 
lebrity, and  rodeos  produce  few  ce- 
lebrities. In  rodeo,  unlike  in  most 
professional  sports,  hobbyists  com- 
pete alongside  the  most  talented  cow- 
boys. That's  a  custom  deeply  rooted 
in  tradition.  When  too  many  show  up 
to  compete  in  the  allotted  time,  they 
ride  before  or  after  the  rodeo. 

Why,  considering  their  uniquely 
American  status,  haven't  rodeos  at- 
tracted big  money?  Rodeo's  $80  mil- 
lion estimated  gate  last  year  pales 
beside  the  National  Football 
League's  $450  million. 

One  problem  is  lack  of  unity.  The 
prca  started  as  a  cowboy  union  in 
1936.  Its  smaller  rival,  the  ipra,  was 
founded  in  1959,  to  allow  cowboys 
who  didn't  qualify  for  the  prca  to 
compete  in  sanctioned,  not  open,  ro- 
deos. The  prca's  9,500  members  in- 
clude stock  contractors  who  lease 
their  livestock  for  rodeos,  committees 
that  produce  rodeos,  bullfighters — 
the  clowns  who  keep  the  bulls  from 


Calf  roping, 
one  of  rodeo's 
six  traditional 
events 

With  its  roots  in 
ranching,  this  sport 
has  a  long  way  to 
go  before  becoming 
the  next  baseball 
or  football. 


Ty  Murray,  World  Champion  Cowboy 
Riding  bulls  and  broncs  for  small  bucks. 


harming  the  cowboys — and  the 
9,000  cowboys  themselves.  Each 
group  has  its  own  agenda. 

Of  the  9,000  cowboy  members, 
5,700  are  eligible  for  the  National 
Finals,  where  only  2%  compete. 
Those  who  do  may  win  anything  from 
zero  to  the  alltime  high  of  $75,000. 
To  make  a  living,  many  cowboys  ride 
in  so-called  jackpot  events,  putting  up 
as  much  as  $1,000  per  event.  If  the 
sport  were  well  organized,  cowboys 
wouldn't  have  to  risk  so  much  to  earn 
so  little.  The  interests  of  the  top  per- 
formers are  sacrificed  to  those  of  the 
majority,  including  those  who  are  in  it 
just  for  fun. 

Some  of  the  top  performers  don't 
like  this.  "If  I  go  to  125  rodeos  a  year, 
and  I'm  in  the  top  15,1  deserve  more, 
and  better  treatment,  than  the  guy 
who  goes  to  15  rodeos  a  year,"  says 
Tuff  Hedeman,  currently  the  num- 
ber-one-ranked prca  bull  rider. 

The  short-lived  Winston  Tour  was 
an  attempt  to  bring  big  money  and 
national  recognition  to  rodeo,  but  it 
foundered  on  professional  jealousy 
and  infighting.  It  was  started  by  for- 
mer prca  executive  Ken  Stemler  in 
1985.  Major  sponsors  like  Ashland 
Oil's  Valvoline  and  Dodge  Trucks 
signed  on,  each  backing  one  of  18 
teams  composed  of  the  best  cowboys 
from  rodeo's  six  events  plus  women's 
barrel  racing.  Teams  sported  the  same 
western  wear,  and  each  cowboy  wore 
the  same  number  at  each  rodeo. 
Sponsors  threw  in  $100,000  in  prize 


money  per  rodeo. 

This  didn't  sit  well  with  cowboys 
who  didn't  qualify  for  the  tour:  They 
complained  that  it  wasn't  fair  for  so 
few  to  compete  in  this  lucrative  event. 
Under  pressure  from  the  left-outs,  the 
prca  board  voted  not  to  participate  in 
the  tour.  Winston  pulled  out  and  the 
tour  fell  apart. 

Some  cowboys  have  banded  to- 
gether to  form  the  Player's  Associa- 
tion of  Professional  Rodeo.  "This 
sport  is  a  joke,"  says  Sam  Applebaum, 
tax  planner  and  former  amateur  cow- 
boy, who  is  one  of  the  association's 
founders.  The  group  is  trying  to  bet- 
ter represent  its  members  in  the  prca. 

Working  within  prca  guidelines,  a 
handful  of  entrepreneurs  are  trying  on 
their  own  to  promote  rodeo.  One  of 
these  is  Edward  K.  Gaylord,  son  of 
billionaire  real  estate  tycoon  and  me- 
dia mogul  Edward  L.  Gaylord.  "I 
worked  at  our  ranches  in  Colorado 
and  Texas  in  the  summers  when  I  was 
growing  up  and  learned  to  rope,"  he 
explains.  His  Lazy  E  ranch  and  arena 
in  Guthrie,  Okla.  hosts  up  to  30 
western  events  a  year.  Bullnanza,  the 
jackpot  bull-riding  event,  sells  out 
annually,  yielding  ticket  sales  of 
$140,000  for  two  nights.  Some  of 
these  events  are  broadcast  on  tnn, 
which  is  owned  by  Gaylord  senior. 

Now  Gaylord  has  coproduced  a 
movie  with  Martin  Poll  (Lion  in  Win- 
ter) called  My  Heroes  Have  Always 
Been  Cowboys.  Released  by  Samuel 
Goldwyn  in  March,  it  could  generate 
interest  in  cowboy  life  and  rodeo. 

Another  entrepreneur,  Neal  Gay, 
has  made  a  huge  success  of  his  Mes- 
quite  Championship  Rodeo.  It  start- 
ed 34  years  ago  on  a  small  plot  of  land 
and  is  now  26  weekends  of  rodeo 
staged  in  a  new  arena  outside  Dallas. 
In  1990  Mesquite  had  $2.4  million  in 
revenues,  and  it  should  turn  a  profit 
this  year.  Mesquite  is  broadcast  on 
tnn,  and  TV  rights  have  been  sold  to 
five  countries,  including  Japan  and 
France.  Sidestepping  the  prca,  the 
Bull  Riders  Only  series  will  stage  six 
bull-riding  events  in  the  U.S.  and 
Canada.  Some  will  be  televised  via  pay 
per  view. 

So  rodeo  may,  like  so  many  other 
sports,  one  day  become  big  business. 
But  then  a  lot  of  folks  kind  of  like  it 
just  the  way  it  is — one  of  the  last  real 
open-to-everyone  sports.  M 
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The  staid  old  Buick  is  hot  again.  Can  GM,  flush  with 
success  in  Europe  and  with  Buick  in  gear,  get  the  rest 
of  its  divisions  rolling  again? 


Roots 


By  Jerry  Flint 


Ed  Mertz,  Buick 
general  manager 
The  Park 
Avenue  (top) 
and  Roadmaster 
wagon,  some  of 
the  cars  that 
are  pushing 
sales  up. 


With  the  U.S.  car  market  in  tatters — 
model  year  unit  sales  are  8%  behind 
last  year — one  American  nameplate  is 
more  than  holding  its  own.  In  the 
model  year  begun  last  fall,  Buick  sales 
are  up  16,000  units,  nearly  7%.  The 
$26,000-and-up  big  Park  Avenue, 
the  division's  luxury  sedan,  sells  with- 
out rebates.  So  does  the  massive 
$23,000  Roadmaster  station  wagon. 

A  '92  Roadmaster  sedan — huge,  V- 
8,  rear- wheel  drive,  the  way  they  used 
to  build  them — is  going  on  sale  now. 
A  good-looking  new  '92  LeSabre  se- 
dan ($18,500  to  $21,000)  goes  on 
sale  in  late  summer.  Both  just  might 
sell  without  the  rebates  that  are  cost- 
ing Detroit  billions  of  dollars. 

What  happened?  Simple.  A  new 
general  manager  decided  Buick 
should  be  Buick,  not  a  hot  rod  nor  a 
technological  experiment,  thus  end- 
ing a  long  slide.  In  1984  Buick  sold 
950,000  cars;  lately  it's  been  closer  to 
500,000.  This  year  sales  may  rebound 
to  600,000. 

What  happened?  The  division  re- 
discovered its  roots  after  nearly  a  de- 
cade of  confusion.  In  the  early  1980s 
Buick  tried  "T  Types,"  cars  that  were 
supposed  to  handle  like  bmws.  There 
was  high  technology,  a  touch  control 
video  screen  on  the  instrument  panel 
to  control  the  radio,  tape  player,  air 
conditioner  and  heater  and  to  moni- 
tor the  engine.  A  1987  Buick  hot  rod, 
the  Grand  National,  was  so  fast  only 
cops  were  allowed  to  buy  one  without 
a  fuel  cutoff  to  keep  the  speed  down. 

The  new  cars  failed  to  attract  the 
young  crowd,  but  they  did  succeed  in 
turning  off  older  customers.  "We 
tried  everything,  forgetting  our  heri- 
tage," says  Edward  Mertz,  a  GM  vice 
president  who  took  over  Buick  in 
1986.  "People  who  liked  Buicks  had  a 
hard  time  understanding  what  we 
were  doing  with  cars  like  the  Grand 
National.  We  tried  to  follow  every 
trend.  We  didn't  stand  for  anything. *' 

Mertz  decided  Buick  must  go  back 
to  its  roots.  "We  went  back  in  rime," 
he  says.  "We  looked  at  pictures  to  get 
an  idea  of  what  Buick  was,  back  to  the 
great  days,  the  early  '40s,  the  '49s, 
'50s,  the  '53  Skylark.  These  wen-  can 
that  were  substantial,  distinctive, 
powerful,  mature,  not  faddish.  'Mus 
cular  Grace'  these  were  two  words 
that  broadly  defined  Buick." 

The  next  job,  begun  in  L987,  was 
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Many  of  today's  aircraft 
cockpits  still  confront  the  flight 
crew  with  a  daunting  array  of 
instruments  to  monitor. 

Not  the  A320,  where  most  of 
these  have  been  replaced  by  the 
Electronic  Flight  Instrument  System 
(EFIS)  which  displays  primary  flight 
data,  and  the  Electronic  Central- 
ised Aircraft  Monitoring  system 


(ECAM)  which  covers  engine 
parameters,  operational  status  and 
systems  information. 

The  flight  crew  is  there- 
fore presented  with  only  1 2  front 
panel  instruments  (of  which  6  are 
for  standby  only),  providing  clear, 
concise  information  on  all  aspects 
of  the  flight,  thus  enhancing  effi- 
ciency and  reducing  fatigue. 


The  A320  cockpit  incorporates 
the  most  technologically  advanced 
flight  control  systems  of  any  com- 
mercial aircraft  in  service  today. 

These  are  benefits  that  the 
world's  airlines  have  been  quick 
to  see. 


AIRBUS  INDUSTRIE 


MARKETING 


Buick, 
by  Bulgari 


Some  men  love  Mer- 
cedes. Some  love  Jags. 

■ve  Corvettes.  Ni- 
iiitgari,  perhaps  the 
id's  best-known  jew- 
eler, loves  Buicks. 

"You  have  to  under- 
stand somebody  growing 
up  in  Rome  after  the 
war,"  he  explains.  "These 
American  cars  were  so 
much  better  than  ours.  Yes, 


the  Alfa,  wonderful.  La- 
gonda.  But  they  were  really 
not  available.  It  was  hard 
for  a  boy  to  dream  of  own- 
ing one.  But  these  great 
American  cars  we  saw  on 
the  streets — you  were  al- 
ways able  to  build  them  in 
mass  production." 

Bulgari's  Buick  collec- 
tion now  numbers  15  cars. 
Among  them:  a  1938 


90L  limousine  once  owned 
by  the  Vatican,  a  '41  four- 
door  slantback,  a  '42 
woodie,  a  '46  Roadmas- 
ter,  a  '63  Riviera,  an  '84 
Electra — "the  last  of  the 
great  breed,"  he  sighs. 

Bulgari  may  not  be  an 
automobile  man  but  he 
knows  a  thing  or  two 
about  design  and  thinks 
U.S.  cars  can  reestablish 


their  old  luster.  "Today 
there  is  a  restoration,"  he 
says.  "They  are  becoming 
competitive  with  the  rest 
of  the  world.  This  is  part  of 
the  great  comeback  for 
America — Georgie  Bush, 
Baker,  Cheney,  Powell. 
This  is  the  resurgence  of 
America."  Now  if  the  car 
buyer  would  just  get  the 
message.  -J.F.  WM 


designing  a  new  car — what  was  to  be 
the  '91  Park  Avenue — to  fit  that  de- 
scription. The  first  design  came  out 
German -looking;  again  Buick  was 
coming  up  with  a  derivative  car. 
Mertz  sent  the  designers  back  to  their 
drafting  tables.  Mertz:  "Rich  detail 
was  what  Buick  wanted.  Our  target 
market  hangs  out  on  the  golf  course. 
They're  achievers,  strivers,  arrivers." 
The  design  team  finally  came  up  with 
a  Buick  that  evoked  the  image  of  the 
old  ones.  Rushed  out  in  31  months, 
the  new  Park  Avenue  went  on  sale  last 
year  and  was  an  instant  hit,  and  sales 
for  this  model  year  are  up  37%. 

Mertz  also  demanded  quality,  and 
got  it.  J.D.  Power  &  Associates  polls 
car  buyers  and  dealers  on  quality. 
Power  ranked  Buick  the  seventh-best 
car  line  on  quality  in  1989  and  fifth  in 
1990.  Buick  used  that  as  a  major 
advertising  theme.  "Sure,  it  was  con- 
troversial to  some,"  says  Mertz. 
"People  here  said,  'Ye  gods,  what  is 
America  coming  to?  Now  we're  brag- 
ging about  being  number  five?'  "  But 
Buick  was  the  only  U.S.  nameplate 
among  the  Hondas  and  Mercedes  and 
Toyotas,  and  sales  of  the  new  models 
with  the  old  image  began  to  build. 

Mertz  is  a  kind  of  throwback  to  an 


earlier  Detroit  era.  Educated  as  an 
engineer,  he  started  with  Chevrolet 
on  the  old  Corvair  and  worked  his 
way  up  to  chief  car  engineer  at  Chev- 
rolet and  Buick.  But  for  a  working 
engineer  to  run  a  CM  car  division  has 
not  been  common  recently.  They 
used  to  run  gm's  car  divisions  as  a 
matter  of  course,  but  they  lost  favor  to 
financial  and  marketing  types. 

In  terms  of  personality,  too,  Mertz 
is  unusual.  In  an  industry  dominated 
by  strong  personalities  with  a  flair  for 
self-promotion — from  Lee  Iacocca  to 
John  DeLorean — Mertz  is  a  study  in 
anticharisma.  Slim  and  low  key,  he  is 
endowed  with  a  shy,  self-deprecating 
manner.  He  avoids  red  meat,  doesn't 
smoke  and  only  occasionally  sips 
wine.  But  he  knows  his  Buick. 

It's  a  car  that  caters  to  people  in  late 
middle  age.  Median  buyer  age  for  the 
division  is  58.  Park  Avenue  buyers 
average  62;  LeSabre,  63.  Competitive 
foreign  nameplates — notably  the 
Acura  and  Lexus — are  selling  to  cus- 
tomers 10  to  20  years  younger. 

However,  as  marketing  people  in 
dozens  of  industries  are  learning,  old 
er  folks  arc  excellent  consumers.  They 
have  the  money  to  spend. 

Can    Mertz    win    over    younger 


Americans,  the  aging  yuppies?  He  has 
a  shot  at  it.  Car  &  Driver  magazine's 
Brock  Yates,  the  nation's  best- known 
car  writer,  tested  the  new  $28,000 
Park  Avenue  Ultra  and  wrote:  "The 
Buick  rivaled  the  [Lexus  LS400,  at 
$42,000]  Japanese  wonder  car  in 
terms  of  silence,  high-velocity  track- 
ing and  general  road  manners.  .  .  . 
One  dares  to  speculate  that  nine  out 
often  Pavlovian  loyalists  to  the  Euro- 
pean luxury  car  credo,  if  blindfolded 
and  put  into  this  Buick,  would  be 
convinced  they  were  aboard  one  of 
the  best  of  breed  from  BMW,  Mer- 
cedes-Benz or  Jaguar. " 

Buick's  success,  however,  does  not 
solve  c;m's  problems.  While  Buick  is 
gaining  market  share  (from  5.6%  in 
1989  to  6.4%  in  1991),  GM  isn't, 
meaning  Buick  might  be  cannibaliz 
ing  Oldsmobile  rather  than  beating 
the  outside  competition. 

So,  the  big  question  is:  i'.xn  GM*S 
other  divisions — Pontiac,   Oldsmo 
bile,  Chevrolet      repeat   Buick's  sue 
cess  mu\  return  GM  to  glorv,  or  at  least 
to  profitability  and  40%  of  the  market5 
"We're  getting  those  kinds  of  prod 
ucts  out   there,"  Stys  GM  Chairman 
Robert   Stempcl.   "That   side  of  the 

equation  is  moving  into  plat  Bi 
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After  all,  a  man  doesn't  score  an  eagle  every  day. 


©  Montego  Y  Cia  1991 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

Ask  your  favorite  smoke  shop  for  the  box  of  Macanudo  cigars  that  was 
made  for  you.  And  let  any  moment  worth  savoring  linger  in  your  mind  wit! 
the  taste  and  aroma  of  a  Macanudo. 

MACANUDO, The  Ultimate  Cigar 


Celebrating  its  700th  birthday,  Switzerland 
is  immensely  prosperous— and  very  troubled, 


God's  country: 


s 


By  Richard  C.  Morais 

In  the  ochre  corridors  of  parlia- 
ment, a  respected  member  of  Switzer- 
land's Liberal  party  tugs  excitedly  at 
his  beard.  "We  cannot  continue  with 
this  Eden,"  says  Sergio  Salvioni,  who 
represents  the  canton  of  Ticino.  "It  is 
over." 

Switzerland's  pragmatic  policy  of 
neutrality  backed  by  strong  defenses 
is  outdated.  It  has  served  the  nation 
well  over  the  centuries,  allowing  it  to 
stay  out  of  Europe's  wars  and  allow- 
ing its  economy  to  grow  fat  on  hard 
work,  sophisticated  bankers  and  a  sta- 


ble currency.  But  with  Europe  unit- 
ing on  all  sides,  neutral  Switzerland  is 
looking  increasingly  isolated. 

The  big  threat  is  to  trade.  Switzer- 
land depends  heavily  on  trading  with 
its  Western  European  neighbors.  It 
exported  over  $36  billion  worth  of 
goods  to  the  EC  last  year.  That  is  58% 
of  its  foreign  trade;  nearly  a  fifth  of  its 
GNP.  And  it  imported  $50  billion 
from  the  EC  countries. 

To  join  or  not  to  join  the  common 
market  is  an  issue  that  has  this  nation 
of  6.7  million  people  bitterly  divided. 


Sergio  Salvioni,  lawyer  and  parliamentarian,  in  Locarno 
Disgusted  with  his  country's  provincialism. 


Staying  out  of  the  EC  will  hurt.  An  EC 
study  estimates  that  at  least  14  West- 
ern European  industries  will  have  cost 
savings  of  1 5%  to  25%  from  consolida- 
tion of  facilities  and  lower  regulatory 
costs  when  the  internal  market  is 
completed.  Eventually  a  product  that 
'has  passed  one  country's  regulatory 
hurdles  will  immediately  be  sold 
throughout  the  EC.  Brussels'  tenden- 
cy to  discriminate  against  outsiders — 
despite  rhetoric  to  the  contrary — 
could  devastate  Switzerland's  high- 
cost  industries.  Imagine:  To  sell 
throughout  the  EC,  Bayer  A.G.  of 
Leverkusen,  Germany,  need  win  ap- 
proval for  a  new  drug  only  in  Bonn; 
Ciba-Geigy  A.G.  of  Basel,  mean- 
while, might  need  to  register  its  drug 
individually  in  all  12  countries.  "We 
cannot  be  the  museum  piece  of  Eu- 
rope," says  Thomas  Haeusler,  a  busi- 
nessman in  Fribourg. 

Curiously,  though,  the  bulk  of  the 
Swiss  are  against  EC  membership. 
"EC:  never"  reads  the  graffiti  on 
bridges  leading  to  Bern.  Many  Swiss 
fear  the  European  Community's  cen- 
tralized bureaucracy  would  over- 
whelm their  own  tradition  of  local 
autonomy  and  decision  making. 
Spokesman  for  the  common  man  is 
Christoph  Blocher  of  the  Swiss  Peo- 
ple's Party.  "We  have  four  languages, 
more  than  one  religion,  different  cul- 
tures, 26  cantons,"  he  says.  "If  we  do 
not  protect  our  Swiss  federalism  the 
centrifugal  forces  will  pull  the  country 
apart."  Political  power  in  Switzerland 
has  always  been  at  the  local  level;  the 
thought  of  any  transfer  of  decision 
making  to  Brussels  has  most  Swiss 
ringing  cowbells. 

But  can  this  feisty  spirit  of  indepen- 
dence survive  an  onslaught  of  eco- 
nomic reality?  Life  is  still  comfortable 
in   Switzerland.    Last  year's  current 
account  had  an  estimated  $10  billion 
surplus;  the  economy  grew  on  aver 
age  2.8%  over  the  last  five  years.  Swit 
zcrland's  per  capita  income  is  now 
$25,848,  highest  among  members  of 
the  Organization  tor  Economic  Co 
operation  &  Development.  Unem 
ployment?    Just    0.5%   of  the    work 
force,  some  16,500  burghers,  chose 
not  to  work  in  1990. 

Under  such  circumstances  ii  is  bard 
for  most  Swiss  to  grasp  thai  this  pros 
pcrity  is  now   at  risk.  "There  is  too 
much  wealth,"  says  Fritz  Leutwilcr, 
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Opening  Black  could  be  the  start  of 
something  beautiful. 


Ultimately  there's  Black. 
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Switzerland 


Thomas  Haeusle 
Fed  up  with  red 


,  chairman  of  paper  packager  Cafag  S.A. 
tape,  he  moved  his  production  abroad. 


co-chief  executive  of  abb  Asea  Brown 
Boveri  Ltd  in  Baden.  "How  can  you 
say,  'Be  careful,  be  careful,  the  future 
of  Switzerland  is  at  stake'?  They  don't 
believe  you." 

Comfort  has  bred  arrogance.  Con- 
sider what  happened  to  Thomas 
Haeusler,  the  chairman  of  Cafag  S.A., 
a  $25  million  (revenues)  paper  pack- 
aging firm.  In  1987  he  approached 
the  town  of  Marly  for  permission  to 
build  a  plant.  Town  administrators 
claimed  they  wanted  the  factory  but 
threw  up  obstacles.  "They  told  me 
that  I  would  have  no  parking;  that  I 
had  to  pay  for  bringing  water  to  the 
factory;  that  I  had  to  build  a  road  for 
lorries,"  says  Haeusler. 

He  built  his  plant  in  Rupt  Sur 
Moselle  in  France,  where  bureaucrat- 
ic procedure  was  waived  and  the  town 
was  grateful  to  see  him.  "I  bought  an 
old  textile  factory  for  $130,000.  In 
Switzerland  you  can't  even  buy  a  ga- 
rage for  that  amount." 


Haeusler  is  not  alone  in  moving 
production  out  of  Switzerland  and 
into  the  EC  or  other  lower-cost  coun- 
tries. Direct  investment  abroad 
steadilv  climbed  from  $33  billion  in 
1984  to  $58  billion  in  1989.  That's 
investment  that  was  not  plowed  back 
into  Switzerland. 

A  labor  shortage,  brought  about  by 
rigid  immigration  laws,  is  also  push- 
ing production  abroad.  A  top  secre- 
tary earns  about  $80,000  a  year  in 
Switzerland.  "This  level  of  salaries  is 
not  sustainable,"  says  billionaire  in- 
dustrialist Stephan  Schmidheiny  in  his 
provincial  headquarters. 

So  much  do  the  Swiss  take  prosper- 
ity for  granted  that  they  think  they  are 
currently  undergoing  hard  times.  In- 
flation, historically  around  2%,  has  hit 
a  shocking  6.2%;  mortgages  that  were 
around  5%  year-in  and  year-out  have 
readier  8.5%.  Of  course,  Switzer- 
land's m*.  ictary  policy  is  simply  mov- 
ing more  in  step  with  international 


events.  But  the  Swiss  find  these  fig- 
ures outrageous,  destabilizing  and 
dangerous.  Popular  papers  like  the 
TajjesAnzeijjer  fill  with  crisis  cartoons 
and  indignant  editorials  warning  of 
social  breakdown  and  angst. 

While  the  world  was  deregulating 
in  the  1980s,  once-liberal  Switzerland 
moved  in  the  opposite  direction.  Pe- 
ter Buomberger,  chief  economist  at 
ubs,  singles  out  cartel-protected 
banking  and  construction  in  particu- 
lar. "Public  construction  projects 
must  [by  law]  go  to  Swiss  compa- 
nies," he  points  out. 

Swiss  financial  markets  have  already 
lost  luster.  Local  stock  exchanges 
have  yet  to  be  electronically  linked, 
and  a  stamp  tax  is  chasing  money  to 
centers  like  London.  Switzerland's 
mutual  fund  assets,  for  example, 
climbed  from  $11  billion  to  $26  bil- 
lion during  the  1980s,  but  Luxem- 
bourg's mutual  fund  assets  went  from 
S5  billion  to  $89  billion  over  the  same 
period. 

Swiss  stocks  languish  in  part  be- 
cause of  paltry  disclosure,  restrictions 
on  foreign  ownership  of  registered 
shares  and  the  steamrolling  of  share- 
holders by  the  paternalistic  insiders 
who  run  the  economy.  In  Zurich's 
Baur  au  Lac  hotel,  under  a  blanket  of 
vanilla  pipe  tobacco  and  espresso  va- 
pors, one  can  observe  the  old  boys 
cutting  deals  among  themselves.  It 
was  here  that  Leutwiler,  former  head 
of  the  Swiss  National  Bank,  told 
Forbes  a  revealing  story:  "After  Asea 
[of  Sweden]  merged  with  Brown  Bo- 
veri I  decided  we  should  sell  regis- 
tered shares  to  non-Swiss.  But  the 
chief  executives  of  other  companies 
called  me  up  and  said,  'Please,  not 
now.  This  could  lead  to  a  chain  reac- 
tion and  we  could  come  under  pres- 
sure.' So  I  had  to  wait." 

Says  Leutwiler  of  the  cozy  relation- 
ship among  the  country's  bankers, 
industrialists  and  politicians:  '*Wc  do 
not  hurt  each  other." 

Commendable,  but  not  the  son  of 
arrangement  adapted  to  meeting  the 
rapid  change  that  the  common  mar 
ket  is  bringing  to  Europe.  One  Swiss 
financier  points  to  three  metalworks 
companies  that  lost  money  for  ten 
years  before  being  forced  to  merge. 
The  managers  resisted  change  by  sell- 
ing copper  stocks  and  hits  of  land 
accumulated    by    their    forefathers. 
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Travel  the  trail 

of  earth  tones 

West  of  the  Pecos. 

From  the 
Country  Traditionals 

collection  for 
spring  and  summer. 


Count 
Traditionals 
Jleton" 


Located  in  the  heart  of  Houston's  Financial  & 
Theater  Districts.  Complimentary  limousine 
downtown,  full  health  club  facilities.  Most  im- 
portantly, a  staff  dedicated  to  your  personal 


service. 
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ILANCASTER 


THE  LANCASTER 

In  Houston's  Financial  &  Theater  District 
(800)231-0336     •     (713)228-9500 

THE  JEFFERSON 

At  16th  and  M  Streets  in  Washington.  D.C. 
(800)368-5966     •     (202)347-2200 

HOTEL  MAISON  de  VILLE 

In  the  heart  of  New  Orleans'  French  Quarter 
(800)634-1600     •     (504)561-5858 

Lancaster  Group  Hotels 


MFMBERS  OF  SMALL  LI  XLRY  HOTELS  OF  THE  WORLD 


Switzerland 

These  hidden  reserves  were  used  to 
show  a  small  profit,  while  in  real  terms 
the  companies  lost  money.  In  a  more 
competitive  environment  such  pater- 
nalism is  suicide. 

What  are  the  inflexible  Swiss  doing? 
Not  much.  Problems  have  been  ac- 
knowledged, but  efforts  at  reform 
would  be  hilarious  if  they  weren't 
pathetic.  Government  committees 
began  drafting  shareholders'  rights 
legislation  in  1972,  says  parliament 
member  Salvioni.  A  bill  may  pass  this 
year,  two  decades  later.  The  new  leg- 
islation will  probably  still  not  man- 
date the  disclosure  of  hidden  reserves. 
"We  cannot  pretend  to  have  an  inter- 
national stock  exchange,"  says  Sal- 
vioni in  disgust. 

Franz  Blankart,  Switzerland's  sec- 
retary of  state  for  foreign  economic 
affairs,  is  currently  negotiating  a  Swiss 
relationship  to  the  EC  through  EFTA,  a 
group  of  six  borderline  countries  like 
Sweden  and  Austria  hoping  for  special 


arrangements.  But  the  chances  of  an 
agreement  appear  slim.  Ahead  are  im- 
possible hurdles,  such  as  reducing 
agricultural  subsidies.  Switzerland's 
nearly  $4  billion  in  subsidies  paid  to 
120,000  farmers  makes  the  EC's  lar- 
gesse seem  niggardly.  Also,  the  EC 
members  continue  to  press  the  Swiss 
to  allow  foreigners  to  own  Swiss  land, 
something  the  Swiss  react  to  with 
horror. 

After  having  rejected  a  United  Na- 
tions membership  just  a  few  years  ago 
as  somehow  threatening  to  its  neu- 
trality, Switzerland  finally  took  on 
some  international  responsibility  by 
joining  the  economic  boycott  against 
Iraq.  A  tiny  but  promising  step  to- 
ward joining  the  world.  "Switzerland 
believes  it  is  God's  own  country," 
complains  industrialist  Leutwiler. 
"We  want  all  the  advantages  of  being 
in  the  Western  World,  and  yet  we  are 
not  ready  to  pay  the  price  for  them." 
The  free  ride  is  about  over.  H 


Fritz  Leutwiler,  co-chief  executive  of  Asea  Brown  Boveri  Ltd. 
Says  the  insider:  "We  do  not  hurt  each  other." 
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Never  HaveThere  Been 
So  Many  ReasonsTb  Choose  ACitation. 


The  sensible  Citation  business  jets. 
From  Cessna. 

When  it  comes  to  choosing  a  business  jet, 
companies  worldwide  have  made  Cessna 
Citations  the  overwhelming  choice. 

Nearly  1,800  Citations  have  been  delivered, 
making  them  the  best-selling  business  jets  of  all 
time.  Last  year  alone,  more  than  one  out  of 
every  two  light  and  medium  business  jets 
delivered  was  a  Citation  —  representing  an 
amazing  60%  of  the  world  market. 

The  reasons  are  simple: 

Citations  cost  less  to  own  and  operate  than 
any  other  aircraft  in  their  respective  categories. 
They  offer  outstanding  performance.  Excep- 
tional passenger  comfort.  An  unparalleled 
safety  record.  Backed  by  the  largest  dedicated 
support  organization  in  the  business  jet  industry. 

And  now  there  are  even  more  reasons  to 
choose  a  Citation.  Because  now  there  are  six 
separate  models  from  which  to  choose. 


It  is  the  most  extensive  line  of  business  jets  in 
the  world.  Offering  enough  choices  to  meet 
every  imaginable  corporate  mission. 

CitationJet.  The  first  new-generation  business 
jet  to  use  a  highly  efficient  laminar-flow  wing 
and  advanced  turbofan  engines. 

Citation  II.  The  best-selling  business  jet  of  all 
time,  guaranteed  to  cost  less  to  operate  than  the 
leading  turboprop,  or  any  other  business  jet. 

Citation  V.  A  truly  spectacular  combination 
of  speed,  overall  operating  performance  and 
passenger  comfort.  Spacious,  versatile,  reliable, 
and  economical,  it  is  perhaps  the  best  value 
ever  offered  in  a  business  jet. 

Citation  VI.  Priced  substantially  lower  than  all 
other  midsize  business  jets,  with  stand-up  com- 
fort and  performance  characteristic  of  midsized 
Citations.  And  Citation  III,  Cessna's  original 
midsize,  continues  to  offer  the  most  advanced 
technology  available. 


Citation  VII.  Takes  the  midsize  jet  to  a  new 
level  —  with  outstanding  high-altitude  and  hot- 
day  performance,  coupled  with  the  highest 
level  of  passenger  comfort  and  elegance. 

Citation  X  ("Ten").  A"  speeds  up  to  Mach . 9 
(594  mph),  it  is  the  fastest  business  jet  in  the 
world.  Yet  unlike  other  high-speed  aircraft, 
the  X  also  delivers  extraordinary  range  and 
fuel  efficiency. 

For  information  on  specific  Citation  models, 
write  to  Roy  H.  Norris,  Senior  Vice  President 
of  Marketing;  Cessna  Aircraft  Company; 
P.O.  Box  7706;  Wichita,  KS  67277. 
Orcalll-800-4-CESSNA. 


The  Sensible 

Citations 
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Technologically  sophisticated  businesses  are  not 
necessarily  the  best  ones  to  be  in.  Just  ask  3M. 

A  hard  way  to 
make  a  buck 


By  Steve  Weiner 

Minnesota  Mining  &  Manufactur- 
ing is  one  of  the  most  successful  big 
technology  companies  around.  Last 
year  it  earned  $1.3  billion  on  S13 
billion  in  sales— a  1 0%  net  profit  mar- 
gin that's  matched  by  few  multi- 
billion-dollar  companies.  3M's  return 
on  equity  was  an  equally  impressive 
23%.  In  an  era  when  many  vaunted 
growth  stocks  were  falling  out  of 
grace,  3M  maintained  its  momentum: 
During  the  Eighties  its  stock  better 
than  tripled. 

Yet  3M  can  blow  it,  too.  Its  largest 
single  business  unit  is  the  SI  .6  billion 
(estimated  1990  sales)  Memory 
Technologies  Group,  which  makes 
video  and  computer  tapes  and  disks. 
The  division  is  a  terrible  laggard.  Un- 
like other  3M  divisions,  its  largely 


commodity  product  line  generates 
big  sales  but,  at  best,  miserly  profits. 
By  industry  standards,  the  magnetic 
media  business  has  done  about  as  well 
as  anyone.  But  by  3M's  own  stan- 
dards, and  by  those  of  investors  who 
expect  3M  to  be  synonymous  with 
profitable  innovation,  the  group  is  an 
embarrassment. 

3M  prides  itself  on  attaining  high 
goals.  These  include  earnings  growth 
of  1 0%  a  year  or  better  and  return  on 
equity  of  20%.  It  also  wants  at  least 
25%  of  total  sales  to  come  from  prod- 
ucts that  have  been  introduced  within 
the  last  five  years. 

Memory  Technologies  flunks  all 
these  tests.  The  operating  margin  for 
this  group  lags  at  around  5%,  analysts 
estimate;  most  3M  groups  produce 


operating  margins  of  between  20% 
and  25%. 

It  wasn't  for  lack  of  trying  that  the 
group  fell  behind.  3M's  labs  have 
turned  out  promising  new  products, 
but  3M's  managers  and  policies  have 
held  them  back.  In  1981 ,  vears  ahea  1 
of  competitors,  3M  had  a  working 
prototype  of  a  magneto-optical  disk. 
This  computer  storage  device  com- 
bines the  cheap,  dense  storage  capaci- 
ty of  compact  disks  with  the  rewrit- 
ability  and  relatively  fast  access  of 
magnetic  hard  disks.  (One  magneto- 
optical  disk  holds  650  megabytes  of 
information,  or  about  325,000  type- 
written pages.) 

But  when  optical  engineer  Robert 
Freese  and  his  team  delivered  the 
prototype,  skeptical  3M  managers  de- 


|  3M's  Lawrence 
I  Eaton  (far  left); 
*  3M  computer  tape 

cartridges  (below) 

"The  dumps 

at  IBM 

are  full 

of  all  kinds 

of  good  ideas 

that  didn't 

fly." 
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manded  independent  confirmation  of 
the  work.  That  took  until  1982.  Then 
3M  refused  to  make  the  disk  drives 
required  to  use  the  disks.  Finally,  after 
the  Freese  team  had  refined  its  disk, 
built  a  factory  and  arranged  for  part- 
ners like  Sony  and  Hewlett-Packard 
to  make  the  drives,  3M  balked  at 
developing  ways  to  link  the  drives  to 
computers. 

Frustrated,  Freese  and  three  col- 
leagues left  3M  and,  in  1987,  they 
formed  Alphatronix,  a  Research  Tri- 
angle Park,  N.C. -based  concern  that 
makes  magneto-optical  systems. 
"Here  we  had  given  3M  a  major 
invention,  an  important  break- 
through, and  they  just  didn't  believe 
it,"  says  Freese.  "They  could  have 
been  the  leader,  and  instead  they 
backed  off." 

3M  eventually  went  to  market  with 
its  disk  in  1988,  at  about  the  same 
time  that  Sony  announced  its  own 
magneto-optical  disk.  But  Sony, 
which  manufactures  disk  drives  as  well 
as  disks,  has  garnered  70%  of  the 
rapidly  growing,  albeit  small,  markets 
for  each  of  these  devices. 

3M  also  did  badly  in  the  next 
round — developing  "stretched-sur- 
face  recording."  This  involves  a  tam- 
bourine-like computer  disk  on  which 
a  magnetic  surface  is  stretched  across  a 
slightly  hollowed  depression.  As  envi- 
sioned by  3M  in  the  early  1980s, 
stretched-surface  disks  would  rival  the 
hard-disk  drives  that  are  now  standard 
in  desktop  computers.  They  would 
hold  as  much  information  (up  to  100 
megabytes),  and  they  would  be  less 
susceptible  to  head  crashes,  the  main 
cause  of  hard  drive  failure.  Even  bet- 
ter, the  disks  would  be  removable,  so 
that  data  could  be  transported  from 


place  to  place. 

In  early  1986,  after  years  of  devel- 
opment work,  3M  abruptly  killed 
most  of  the  project;  it  settled  a  major 
breach  of  contract  suit  arising  from 
the  project  last  month.  3M  says  it  still 
has  hopes  for  the  stretched-surface 
disk,  but  consultants  say  its  day  has 
passed. 

Now  3M  is  in  danger  of  slipping  in 
the  most  profitable  part  of  its  magnet- 
ics businesses.  With  estimated  sales  of 
$320  million,  it  dominates  the  market 
for  plastic  data  cartridges.  The  car- 
tridges contain  Vi-inch-wide  tape  used 
to  back  up  data  from  big  desktop 
computers  or  office  networks. 

The  data  cartridge  was  invented  by 
3M  in  1971,  but  was  without  com- 
mercial potential  until  the  desktop 
•computer  boom  of  the  1980s.  When 
PCs  took  off,  3M  was  sitting  in  exactly 
the  right  place — with  exactly  the 
wrong  attitude.  The  company 
wouldn't  cooperate  with  industry 
groups  that  established  standards  for 
backup  systems.  Until  recent  years, 
3M  was  reluctant  to  improve  the  car- 
tridges to  hold  more  data. 

But  now  companies  like  Exabyte 
and  Sony  are  working  hard  on  effec- 
tive new  data  cartridge  formats.  Exa- 
byte's highest-capacity  8mm-wide 
tape  systems,  for  instance,  store  four 
times  as  much  data  as  the  best  V4-inch 
tape.  3M  isn't  interested  in  develop- 
ing these  variations. 

For  two  decades,  until  the  mid- 
1970s,  the  magnetic  storage  business 
was  a  good  one  for  3M.  But  innova- 
tions like  consumer  audiotape  and 
videotape  cassettes  caught  3M  off 
guard.  Computer  data  disks,  a  big  3M 
business,  are  now  essentially  com- 
modities. And  media  prices  tend  to 


Source:  Sony 


A  magneto-optical  disk  has 
magnetic  film  between  layers  of 
polycarbonate  plastic.  In  a 
fresh  disk  (1),  the  magnetic  bits 
are  polarized  one  way.  To  record, 
the  laser  (2)  heats  the  disk  just 
long  enough  (less  than  a  mil- 
lionth of  a  second)  for  a  magnetic 
field  to  change  the  bit's  polarity 
(3),  which  means  it  will  reflect 
laser  light  in  a  different  direction 
(4)  for  reading. 
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150  Year  Old  Technology  Weds  Silicon 
Valley's  Most  Glamorous  Star. 

If  you  think  of  microfiche  as  a 
medium  relegated  to  the  basement 
archives,  then  you  need  to  dust  off  your 
view  of  what's  happening  at  Anacomp. 

We  recently  marriedthe  old  reliable 
microfiche  to  the  most  glamorous  graph- 
ics capabilities  that  today's  computer 
chips  can  muster  in  the  world's  fastest, 
most  efficient,  most  productive  informa- 
tion and  image  management  (I  &  IM) 
system :  The  DatagraphiXXFP  2000™ . 

You  Can  Put  A  Whole  Library 
In  A  File  Cabinet. 


ThenewXFP  2000 
has  spawned  a  won- 
drous storage  fiche 
called  "Wonder 
Fiche."  It  has  all  the 
advantages  of  space 
and  paper  savings  that 
alone  may  pay  for  the 
cost  of  the  system. 


«..     , 


- 


The  Wonder  Fiche  Digests 

Data  Faster  Because 

It  Takes  Ferocious  Bytes. 

Our  system  is  software-driven, 
designed  to  double  the  throughput  of 
competitive  micrographics  setups. 
Speed  and  productivity  are  enhanced. 
And  with  features  like  Advanced 
Function  Indexing™  and  Anatrieve™ , 
sorting  and  retrieval  of  microfiche  is 
virtually  automatic. 

What  You  Put  In 
Is  What  You  Get  Out 

The  "Advanced  Function  Plat- 
form" of  the  XFP  2000  enables  one  to 
duplicate  forms  and  documents  with 
the  same  graphics  as  the  original.  It 
offers  enhanced  graphics  capabilities 
with  the  ability  to  replicate  a 
variety  of  fonts,  forms,  signa- 
tures, logotypes,  invoices  and 

cements  which  have  the 
"branded"  and  "corporate- 
k>   c"  of  the  original.  No  wonder 


nearly  all  of  America's 
1,000  largest  cor- 
porations nave  a 
relationship  with  us. 

It  Ain't  The  Same 
Old  Fiche  Story. 

Fiche  and  chips  can 
be  a  blue  chip  investment 
for  your  company.  For 
information  on  owning  an  Anacomp 
I  &  IM  system,  or  on  how  we  can  handle 
your  needs  through  one  of  our  service 
Dureaus,  writej.  Mark  Woods,  E.V.P., 
Anacomp,  Inc..  3060  Peachtree  Road, 
N.W.,  Suite  1 700,  Atlanta,  Georgia 
30305.  Orcall404-262-2667. 

THE  IMAGE  OF  THE  FUTURE. 

anacomp 

C1991  Anacomp.Inr.  Anacomp  and  frtagraphtX  are  regiiteml 
tiadnnarfuof Anacomp. Inc  D«tag™phiXXFP2000(andXrT 
2000),  Advanced  Function  Indexing  and  Anani«v»  are  trade  marb 
of  Anacomp,  Inc. 
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fall  faster  than  manufacturing  costs  as 
competitors  rush  to  produce  popular 
new  products. 

For  example,  the  average  retail 
price  of  3  -inch  computer  diskettes 
has  fallen  from  $3  at  the  end  of  1988 
to  just  $1.20  now.  "This  business  is 
reverse  alchemy,"  jokes  Sigmar  Tull- 
mann,  marketing  director  for  the  disk 
division  at  3M  competitor  BASF.  "We 
take  gold  and  turn  it  into  lead."  James 
Porter,  president  of  Disk/Trend,  a 
consultant  based  in  Mountain  View, 
Calif.,  puts  it  this  way:  "This  is  a 
business  of  rapid  decisions,  short 
product  cycles  and  tough  manage- 
ments, and  3M  can't  compete  in  an 
industry  like  that." 

3M  crimped  its  chances  when  it 
decided  to  focus  exclusively  on  me- 
dia— pieces  of  plastic  film  coated  with 
magnetic  particles — and  stayed  away 
from  the  hardware  that  makes  the 
media  useful.  Sony,  of  course,  pro- 
duces both.  "If  you  don't  do  both, 
you  will  always  be  one  or  two  steps 
behind,  following  the  leaders,"  says 
Shinichi  Takagi,  president  and  chief 
operating  officer  of  Sony  Magnetic 
Products  Group  of  America.  "Re- 
member, the  most  lucrative  part  of 
any  market  is  when  it  first  takes  off  and 
is  roaring.  If  you  don't  have  the  hard- 
ware, you  tend  to  miss  those  profits." 

It  boils  down  to  this:  These  days, 
magnetic  media  just  aren't  the  right 
sort  of  business  for  3M.  The  compa- 
ny's well-deserved  reputation  as  an  ' 
innovator  rests  largely  on  incremental 
improvements  in  slow-moving  mar- 
kets, such  as  adhesive  tapes,  films, 
abrasives  and  coatings,  where  its  pro- 
prietary technology  tends  to  hold  up 
well.  It  simply  isn't  geared  to  busi- 
nesses where  today's  hot  seller  can  be 
tomorrow's  inventory  glut. 

Lawrence  Eaton,  who  runs  3M's 
magnetic;  media  businesses,  says  his 
group  has  focused  on  manufacturing 
improvements,  not  splashy  new  prod- 
ucts. "It's  an  area  where  you  look  to 
R&D  for  classic  differentiated  prod- 
ucts, but  it's  very  tough,  and  they  are 
fraught  with  risk,"  he  says.  "The 
dumps  at  IBM  are  full  of  all  kinds  of 
good  ideas  that  didn't  fly." 

So  don't  be  surprised  if  3M  an- 
nounces some  day  that  it  is  selling  off 
its  electronic  tape  and  disk  business.  It 
doesn't  quite  fit  in  with  a  company 
famous  for  high  profit  margins.      Wk 

Forbes  ■  April  29,  1991 


The  discouraging  results  at  Next,  Inc.  show 
that  Steve  Jobs,  whatever  his  greatness 
as  a  visionary,  is  not  much  of  a  manager. 

The  Steven  Jobs 
reality  distortion 
field 


By  Julie  Pitta 

Unlike  a  lot  of  other  business  peo- 
ple, Steven  P.  Jobs  can't  complain 
about  the  way  the  media  have  treated 
him.  He  was  young,  he  was  iconoclas- 
tic, he  wasn't  buttoned-down.  All 
that  made  good  copy.  First  there  was 
the  portrait  of  Jobs  the  entrepreneur 
who  helped  usher  in  the  age  of  per- 
sonal computing.  Then  there  was 
Jobs  the  cofounder  of  Apple  Com- 
puter, earning  sympathy  as  he  was 
shoved  aside  in  1985  by  the  man  he 
hired,  John  Sculley. 

More  recently,  as  the  dismal  sales  at 
Jobs'  new  computer- making  venture, 
Next,  Inc.,  have  become  apparent, 
journalists  have  still  been  forgiving. 
Didn't  Jobs  score  a  coup  by  persuad- 
ing IBM  to  license  his  NextStep  user 
interface?  And,  even  if  Next  is  having 
trouble  selling  its  machines  to  busi- 
ness, isn't  it  at  least  "scor[ing]  big 
with  campuses,"  as  one  recent  head- 
line trumpeted? 

Here's  another  view  of  Steve  Jobs: 
Sculley  was  right  after  all.  Jobs  is  a 
terrible  manager.  And  his  technologi- 
cal sense  is  not  infallible:  Where  he 
had  a  totally  free  hand  (in  the  Lisa 
project  at  Apple),  he  produced  a  fail- 
ure. Now,  in  complete  control  of 
Next,  he  has  made  fundamentally 
wrong  decisions  that  could  well  doom 
the  venture. 

None  of  this  is  to  deny  Jobs  the 
credit  due  him  for  what  he  did  in 
cofounding  Apple.  But  there  are  very 
few  miracle  workers  in  the  business 
world,  and  it  is  now  clear  that  Steve 


Jobs  is  not  one  of  them. 

His  hero  status  following  the 
breakup  with  Sculley,  a  beverage  mar- 
keter, helped  him  raise  a  seemingly 
ample  pot  of  money  to  fund  Next. 
Ross  Perot  contributed  $20  million 
for  a  12.5%  share,  and  later  Canon 
Inc.  put  in  $100  million  for  16.7%. 
Other  money  came  from  Stanford 
University  and  Carnegie-Mellon. 
Jobs  put  in  $12  million  of  his  own, 
retaining  a  majority  of  the  stock. 

Now,  three  years  after  Next's  work- 
station debuted  in  a  splashy  press 
event,  the  36-year-old  Jobs  is  in  seri- 
ous trouble.  Next  has  sold  only 
15,000  machines  in  its  history,  ac- 
cording to  Vicki  Brown,  vice  presi- 
dent at  market  researcher  Interna- 
tional Data  Corp.,  little  more  than 
10%  of  the  volume  Sun  Microsystems 
does  in  a  single  year.  A  large  but 
unknown  fraction  of  Next's  sales  have 
been  at  steep  discounts  to  schools. 

Jobs  insists  that  his  machine  is  gain- 
ing momentum  in  the  market:  "We 
have  had  a  chance  to  suit  up  against 
Sun  15  times,  and  we've  won  all  15," 
he  says,  although  he  declines  to  name 
these  customers.  Doubt  is  cast  on  the 
accuracy  of  his  numbers  by  the  dis- 
crepancy between  Next's  claim  that  it 
shipped  8,000  workstations  in  the 
March  quarter  and  impartial  Interna- 
tional Data's  count  of  less  than  4,000. 
When  pressed,  Jobs  concedes  that  he 
actually  shipped  about  6,500  ma- 
chines, the  rest  being  upgrade  boards 
sold  to  existing  users.  Omitted  from 
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Ever  wonder  why  NIKE 
products  perform  so  well? 
One  reason  is  that  they're 
designed  with  the  latest 
technological  advances.  A 
claim  that  NIKE  can  now 


also  mate  about  their  com- 
munications system. 

Recently,  GTE  put  into 
place  a  complete  telecom- 
munications network  at 
the  company's  new  world 


headquarters  in  Beaverton, 
Oregon.  This  voice  and 
fiber-optic  data  network 
will  not  only  enhance 
customer  service  opera- 
tions and  productivity,  it'll 
actually  make  NIJ<.E  run 
evefi  faster. 


Customized  Communi- 
cations Networks  from 
GTE.  (all  us.  We  may  be 
able  to  help  you  just  do  it 
a  little  bit  better. 


QB 


THE  POWER  IS  ON 
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Steven  Jobs  at 
a  September  1990 
product  introduction 
The  press 
release  said 
Next  shipped 
8,000  machines 
in  one  quarter. 
That's  more  like 
what  it  shipped 
in  two  quarters. 


the  press  release  gushing  about  the 
8,000  units:  the  fact  that  shipments  in 
the  last  four  months  of  1990  were  a 
meager  1,500. 

Next  needs  more  sales  revenue  bad- 
ly. Costs  at  the  Redwood  City,  Calif, 
company  include  a  payroll  of  550. 
Then  there  are  lease  payments  on  the 
lavish  200,000-square-foot  head- 
quarters building,  built  alongside  a 
sailboat-lined  marina  to  Jobs'  exact- 
ing specifications  when  Next  outgrew 
the  first  headquarters  in  Palo  Alto. 

If  many  startups  are  done  in  garages 
or  lofts,  Next  was  born  in  a  mansion. 
The  new  building  features  bleached 
oak  floors,  designer  furniture  and  a 
stylishly  equipped  kitchen  resembling 
a  cafe.  Next  also  has  taken  on  unantic- 
ipated costs  in  the  form  of  more  sales- 
people, because  Businessland,  once 
Next's  exclusive  retailer,  was  unable 
to  move  enough  machines. 

Next's  highly  automated,  spotless 
showcase  factory  in  Fremont,  Calif,  is 
designed  to  handle  SI  billion  of  man- 
ufacturing volume  a  year;  Next's 
product  sales  since  its  founding  are 
probably  less  than  a  tenth  of  that  sum. 
Bernard  Lacroute,  a  partner  with  ven- 
ture firm  Kleiner  Perkins  Caufield  & 
Byers,  estimates  that  Jobs  could  run 
out  of  cash  in  another  year  unless  sales 
pick  up:  "He  goes  first  class.  The 
manufacturing  is  very  expensive." 

Jobs  dismisses  the  rumors  that  he  is 
looking  for  another  angel  to  keep  his 
company  going.  But  he  concedes  that 
he  needs  a  big  bulge  in  sales — and 


quickly.  "Few  companies  get  a  sec- 
ond chance,"  concedes  Next's  chief 
financial  officer,  Susan  Kelly  Barnes,  a 
Jobs  associate  since  his  Apple  days. 
"We'd  be  pretty'  arrogant  to  think 
we'll  get  a  second  or  third."  Even 
Jobs,  whose  optimism  verges  on  the 
fanatic,  calls  the  next  year  "make  or 
break"  for  his  six-year-old  startup. 

Where  did  Jobs  go  wrong?  He  is  an 
impassioned  leader  whose  personality 
and  reputation  lend  him  charisma, 
but  he  tends  to  get  impassioned  about 
the  wrong  things.  The  perfectionist 
Jobs  hired  a  West  German  designer  to 
come  up  with  the  machine's  sleek 
black  magnesium  casing,  and  he  is 
said  to  have  paid  SI 00,000  for  Next's 
pretty  logo.  But,  while  preoccupied 
with  the  appearance  of  his  computer 
and  his  headquarters,  he  overlooked 
the  inner  workings  of  the  machine. 

The  first  model  was  expensive  and 
slow;  it  was  a  graphics  machine  with- 
out a  color  display;  and  it  lacked  much 
in  the  way  of  packaged  software.  It 
didn't  have  a  built-in  floppy  disk 
drive,  an  immense  drawback  to  busi- 
ness users.  Why  no  floppy?  Because 
Jobs  decreed  that  the  slot  would  clut- 
ter up  the  machine.  Some  of  these 
problems  have  been  rectified.  The 
new  machines  have  a  floppy  drive,  a 
color  option  and  software  available 
from  WordPerfect  and  Lotus. 

Yet  the  new  Next,  with  an  $8,000 
list  price  for  a  color  machine  and  15 

illion  instructions  per  second  of 
p    messing  speed,  still  uses  an  off-the- 


shelf  Motorola  processor  rather  than  a 
more  powerful  reduced-instruction- 
set  processor  of  the  sort  Sun  puts  in  its 
workstations. 

"The  aesthetics  of  his  machines 
always  make  statements,"  says  Apple 
executive  Deborah  Coleman,  who 
worked  closely  with  Jobs  during  his 
Apple  days.  "He  obsesses  over  details: 
No  white  is  too  white  for  Steve  Jobs, 
whether  you're  painting  a  wall,  pack- 
ing a  machine  with  styrofoam  pellets 
or  picking  out  the  company's  statio- 
nery. Where  he  waffles  is  on  the  big 
decisions." 

True  to  his  visual  talents,  Jobs  put 
considerable  effort  into  NextStep,  the 
software  that  displays  menus  and  sym- 
bols on  the  screen.  Jobs  seemingly 
scored  a  success  in  1988  when  IBM 
licensed  NextStep  for  use  in  IBM  com- 
puters. It  is  possible  that  IBM's  motive 
was  to  cool  down  Jobs'  archenemy 
William  Gates  III  of  Microsoft,  whose 
dominance  of  the  software  business  is 
worrisome  to  IBM.  Three  years  after 
the  deal,  IBM  has  yet  to  introduce  a 
computer  with  Jobs'  software. 

"Steve's  problem  is  his  blind  spots: 
It's  what  we  at  Apple  called  the  Steven 
Paul  Jobs  reality  distortion  field,"  says 
Jean-Louis  Gassee,  Apple's  former 
head  of  research  and  development. 
This  weakness  is  quite  common 
among  people  to  whom  great  success 
comes  early.  They  begin  to  believe 
what  they  read  about  themselves  in 
the  journals. 

At  Apple,  Jobs'  talents  were  coun- 
terbalanced by  those  of  Stephen  Woz- 
niak,  a  technician  who  designed  the 
first  Apple  in  his  garage.  On  his  own, 
Jobs  has  a  tendency  to  surround  him- 
self with  people  who,  though  talent- 
ed, aren't  likely  to  question  his  vision. 
"A  guy  like  Steve  is  able  to  generate 
momentum  and  speed,  but  go  in  the 
wrong  direction,"  says  Apple  veteran 
William  Hawkins  III,  who  now  runs 
electronic  games  company  Electronic 
Arts.  He  adds:  "Steve  is  not  a  particu- 
larly good  listener." 

Perhaps  too  much  was  expected  of 
Steve  Jobs.  "There  are  a  lot  of  people 
who  do  one  incredible  great  thing 
and  then  we  never  hear  from  them 
again,"  says  Apple's  Coleman.  "J.D. 
Salinger  wrote  (Catcher  in  the  Ryt\  but 
what  else  has  he  doner  Not  everyone 
can  be  a  Faulkner,  Fitzgerald  or  a 
Joyce."  ■ 
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In  today's  financial  markets,  what 
you  don't  know  can  hurt  you. 

Which  is  why  you  should  know 
about  Dialog"  the  world's  most  com- 
prehensive online  information  service. 

With  news,  numbers  and  analysis 
from  sources-like  Dun  &  Bradstreet," 
Standard  &  Poor's"  and  Knight- Ridder 
MoneyCenter,*  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


I    YES!  I  want  to  learn  how  to  make  my  own 
financial  history  using  Dialog: 

Name 


I 

i    Company. 

I 


Title. 


Address. 
City 


DIALOG 

Bringing  you  the  world's  knowledge 


INFORMATION  SERVICES,  INC. 
A  Knight-Ridder Company  IS6 


State. 


Phone. 


.Zip. 
.Ext. 


L_ 


_l 


O  1990  Dialog  Information  Services,  Inc.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  U.S.  Patent  and  Trademark  office.  Dun  &  Bradstreet.  Standard  &  Poor's,  and  Knight-Ridder  Money 
Center  are  registered  trademarks  of  their  respective  holders. 
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A  winner  yesteryear,  WordStar  is  in  sad  shape  today. 
The  Mr.  Goodwrench  of  the  software  business 
is  trying  his  hand  at  fixing  it. 

Calling 
Dr.  Posner 


By  David  Churbuck 

Ronald  Posner  fixes  broken  soft- 
ware companies.  A  few  years  back, 
venture  capitalist  Benjamin  Rosen 
(Compaq,  Lotus  Development) 
couldn't  figure  out  how  to  make  a  go 
of  Ansa  Software,  a  fledgling  database 
software  company.  So  he  called  in 
Posner,  and  within  nine  months  the 
company's  Paradox  software  was  on 
its  way  to  becoming  a  winner.  Posner 
brokered  the  sale  of  Ansa  to  Borland 
International  for  $35  million  in  stock 
and  pocketed  about  $1  million  for  his 
trouble. 

Posner,  48,  is  the  Mr.  Goodwrench 
of  sick  software  firms.  "I  go  into 
companies  that  are  undervalued  and 
underappreciated,  bring  in  new  man- 
agers and  expand  distribution,  then 
sell  them,  take  them  public  or  get 
their  share  price  up,"  he  says. 

Now  Posner  is  facing  the  biggest 
challenge  of  his  career:  trying  to  revive 
one  of  the  great  has-beens  of  the 
personal  computer  software  business, 
WordStar  International  Inc.  (1990 
sales,  $37  million).  WordStar  is  also 
the  name  of  this  company's  main 


product — a  program  with  the  dubi- 
ous distinction  of  being  the  former 
market  leader  in  word  processing. 
That  was  a  decade  ago — ancient  his- 
tory in  the  desktop  computer  indus- 
try. Once  IBM  brought  out  its  PC  in 
1981,  plenty  of  smarter  outfits  got 
into  the  act.  It  was  the  beginning  of 
the  end  for  WordStar,  which  went 
public  in  1984  at  $10.50  a  share  and 
traded  at  less  than  $1  before  recently 
jumping  to  $3.87. 

What  happened  to  WordStar?  The 
software  was  immensely  successful 
between  its  release  in  1979  and  its 
peak  in  1984,  when  the  company 
reported  sales  of  $67  million.  But 
then  it  started  to  pale  against  new 
programs  like  WordPerfect  and  Mi- 
crosoft's Word.  Today,  WordStar  has 
only  10%  of  the  word  processing  mar- 
ket, compared  with  WordPerfect's 
45%  share  and  Microsoft's  19%,  ac- 
cording to  estimates  by  International 
Data  Corp.,  the  Framingham,  Mass. 
market  research  firm. 

What  remains  is  a  valuable  installed 
base   of  3.5    million   users.    Posner 


Ronald  Posner, 
new  chief  executive 
of  WordStar 
International 
WordStar  has 
the  distinction  of 
being  a  former 
great.  Can  Mr. 
Goodwrench 
restore  it? 


wants  to  use  WordStar's  name  and 
distribution  connections  to  sell  new 
products  to  these  customers.  Thus,  he 
is  currently  on  the  acquisition  trail, 
looking  for  new  hot  programs  to  buy. 
It  is  a  strategy  that  has  worked  for 
Computer  Associates  in  mainframe 
software. 

A  math  major  at  Rensselaer  Poly- 
technic Institute  and  a  Harvard 
M.B.A.,  Posner  got  his  taste  for  high- 
tech  mergers  and  acquisitions  in  his 
first  job,  as  a  salesman  for  Scientific 
Data  Systems,  a  maker  of  scientific 
computers.  When  SDS  was  sold  to 
Xerox,  Posner  decided  he  didn't  want 
to  work  for  a  giant  company.  He  later 
started  a  computer  training  outfit, 
which  he  subsequently  sold  for  $3 
million,  and  then  joined  AshtonTate 
in  1984,  where  he  brokered  a  major 
acquisition. 

No  surprise,  then,  that  at  WordStar 
Posner  has  been  busy  making  deals. 
He  has  pushed  WordStar  into  the 
Macintosh  market  and  picked  up  a 
collection  of  software  specially  tai- 
lored for  the  hot  laptop  market.  Final- 
ly, he  bought  into  the  hottest  market 
of  all  with  the  licensing  of  a  Windows- 
compatible  word  processing  program 
from  software  developer  NBI,  Inc. 

Where  is  all  the  money  coming 
from  for  these  acquisitions?  Posner  is 
depending  on  the  company's  dwin- 
dling cash  reserves,  currently  down  to 
$12  million.  Last  year  WordStar  lost 
$4.6  million,  which  led  to  such  cost- 
cutting  measures  as  the  elimination  of 
a  15-person  research  lab  in  Ireland. 
Posner  predicts  his  tight  fist  and  new 
product  sales  will  return  the  company 
to  profitability  soon. 

Alas,  there  are  signs  that  for  Word- 
Star users,  patience  may  be  running 
out.  In  software,  users  depend  on 
timely  and  useful  upgrades  of  their 
programs.  But  a  combination  of  mis 
management  and  corporate  infight- 
ing at  WordStar  produced  upgrades 
that  were  flops  in  the  face  of  ever  more 
sophisticated  competing  versions 
from  WordPerfect  Corp.,  Microsoft 
and  AshtonTate. 

But  all  of  that  is  yesterday.  Posner 
would  rather  talk  about  the  future. 
"WordStar  has  a  name  and  it  has 
distribution,  and  between  the  two  I 
have  the  keystone  tor  a  software  em 
pire."  Empire  no,  but  revival,  quite 
possibly,  yes  BH 
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How  to  computerize  a 
business  conference 


COMMENTARY  BY  ESTHER  DYSON 

._«. 

Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


If  you  want  to  have  a  meeting  of  the 
minds,  and  the  number  of  minds  in 
question  is  fairly  large,  there  are  two 
good  ways  to  do  it.  You  can  get  the 
thinkers  together  in  one  large  room 
at,  say,  a  business  conference.  Or  you 
can  run  a  conference  by  computer. 
The  players  talk,  listen,  debate  and 
decide  by  typing  comments  onto 
computer  keyboards.  The  advantage 
to  the  latter  scheme  is  that  the  partici- 
pants don't  have  to  get  on  airplanes  to 
convene.  They  use  telephone  lines 
and  modems  instead.  The  disadvan- 
tage to  modem  meetings  is  that  they 
lack  the  spirit  and  excitement  of  per- 
sonal encounters. 

Here's  a  third  approach:  Do  both. 
Convene  the  conference,  and  use 
computers  to  enhance  it — more  pre- 
cisely, to  enhance  the  connectivity 
between  people  that  is  the  purpose  of 
the  meeting. 

One  ofthe  frustrations  of  any  con- 
ference organizer  is  hearing  wistful 
comments  about  the  missed  connec- 
tions. Someone  comes  up  afterwards 
and  says,  "Gee,  that  was  a  great  panel, 
but  you  should  have  asked  Juan  about 
his  relationship  with  Alice."  Or,  "I 
wish  someone  had  addressed  the  role 
of  object-oriented  databases  in  natu- 
ral language  understanding."  You  re- 
spond: "So  why  didn't  you  raise  your 
hand?"  But  this  answer  isn't  very 
satisfying.  If  200  people  attend,  they 
can't  all  be  heard  from. 

Forbes  ■  April  29,  1991 


Another  headache  for  conference 
sponsors  is  ad  hoc  meetings:  "Why 
don't  you  set  up  a  discussion  group 
about  data  integrity?"  Or,  "You 
don't  mind  if  I  demo  my  new  Wonder 
Widget  in  the  hallway,  right  outside 
the  conference  session,  do  you?"  And 
finally,  "Could  you  introduce  me  to 
Fred  Bloggs?"  Or,  "Do  you  know 
anyone  here  who's  interested  in  bird 
watching?" 

The  answer  to  all  these  frustrations 
is  software.  Last  month,  at  a  comput- 
ing forum  I  organized,  I  turned  what 
started  out  as  a  product  demo  of 
Lotus  Notes  into  a  real-world  experi- 
ment. With  the  help  of  a  consulting 
firm,  Chicago-based  Lante  Corp.,  we 
created  a  Notes  network,  with  a  file 
server  borrowed  from  Parallan  and 
ten  personal  computers  borrowed 
from  Dell  Computer.  It  was  a  typical 
Notes  setup;  it  let  users  communicate 
with  the  whole  group  and  also  one- 
on-one  by  electronic  mail. 

The  starting  point  was  the  confer- 
ence program,  including  a  list  of  all 
•the  attendees,  who  were  identified  to 
the  system  as  users.  The  conference 
schedule  was  listed  as  an  outline,  with 
suggested  questions  for  each  panel 
discussion,  and  thumbnail  descrip- 
tions of  each  company  presentation. 
You  could  search  for  anything  by 
topic,  speaker  or  company,  as  well  as 
by  time. 

Users  were  invited  to  insert  their 
comments — points  of  view  or  ques- 
tions they  wanted  addressed.  There 
was  also  a  catchall  open  discussion 
session,  plus  a  social  activities  section 
to  propose  such  activities  as  charades 
and  volleyball. 

The  final  content  included  a  variety 
of  appended  notes,  general  discus- 
sions and  meeting  announcements. 
Besides  those,  there  were  3,368  mail 
messages  available  only  to  the  intend- 
ed recipients. 

Notes  took  some  of  the  control  of 
the  conference  away  from  me.  My 


response  to  attendees'  questions  and 
suggestions  and  comments  was  a  sim- 
ple: "Put  it  up  on  Notes."  Make  a 
comment,  write  a  letter,  propose  a 
session,  tout  your  product,  or  make  a 
snide  aside.  All  is  permitted,  because 
people  can  tune  you  out  (as  they 
cannot  in  a  general  session),  and  one 
or  two  may  actually  want  to  hear  your 
message. 

This  turns  much  ofthe  responsibil- 
ity for  the  conference  over  to  the 
users.  Yes,  the  moderator  is  still  re- 
sponsible for  the  content  of  the  gen- 
eral sessions,  but  the  rest  is  up  to  the 
attendees.  Now  that  they  have  the 
power  they  can't  expect  other  people 
to  do  it  for  them.  Meanwhile,  it  re- 
lieves the  organizers  ofthe  burden  of 
guessing  what  people  might  like  to 
hear  about. 

In  fact,  the  most  frequent  com- 
plaint was  the  shortage  of  Notes  ter- 
minals— which  I  take  as  a  qualified 
indication  ofthe  system's  success. 

Lotus  Development  Corp.  isn't  the 
only  firm  selling  software  for  sharing 
thoughts.  Other  "groupware"  offer- 
ings include  a  bulletin  board  from  a 
Coopers  &  Lybrand  affiliate  called 
Reach  Networks  Inc.,  For  Comment 
from  Access  Technology  and 
BeyondMail  from  Beyond  Inc.  Not 
all  of  these  offerings  are  as  suited  to 
aiding  a  conference  as  Lotus  Notes, 
but  this  sector  ofthe  software  indus- 
try is  seeing  a  lot  of  activity,  and  there 
will  be  plenty  more  products  to  com- 
pete with  the  existing  ones. 

Will  I  do  it  again  next  year  at  my 
next  conference?  Definitely.  Maybe 
I'll  try  a  new  package,  but  for  now 
Notes  neatly  combines  e-mail,  bulle- 
tin board,  outline  and  table  features. 
People  found  it  easy  to  figure  out  how 
to  log  on,  not  something  you  can  take 
for  granted,  even  at  a  conference  of 
computer  professionals.  In  the  end, 
the  computer  will  probably  not  dis- 
place business  conferences;  it  will  re- 
inforce them.  WM 
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For  a  century,  scientists  have  been  trying  to  transmit 
electricity  through  the  air.  The  technology  may  yet  be 
practical,  but  probably  not  for  earthbound  applications. 


Dream  on 


Is  IT  POSSIBLE  to  transmit  electric 
power  without  wires — through  the 
air,  that  is?  Yes.  The  idea  goes  back  to 
Nikola  Tesla,  the  tum-of-the-century 
inventive  genius  and  eccentric. 

Tesla  couldn't  make  his  idea  eco- 
nomically practical.  But  it  got  a  new 
lease  on  life  during  the  oil  shortage  of 
the  1970s,  when  an  imaginative  Ar- 
thur D.  Little  engineer  named  Peter 
Glaser  proposed  launching  enormous 
solar-power  satellites  into  space  and 
then  transmitting  the  electricity  gen- 
erated back  to  earth  via  microwave. 

Like  Tesla,  Glaser  was  unable  to  get 
the  idea  off  the  drawing  board.  But 
the  notion  of  wireless  electricity  re- 
fuses to  go  away.  It  may  yet  prove 
practical,  albeit  not,  in  all  likelihood, 
anytime  soon  for  powering  anything 
terrestial.  It  now  seems  that  Tesla — 
who  was  long  ago  vindicated  in  a 
bitter  fight  with  Thomas  Edison  over 
whether  electric  utilities  should  dis- 
tribute alternating  or  direct  current — 
may  yet  be  vindicated  on  the  matter  of 
remote  electricity.  But  at  first  vindica- 
tion will  involve  only  the  powering  of 
satellites  and  drone  aircraft. 


At  Texas  a&m  University,  the  Na- 
tional Aeronautics  &  Space  Adminis- 
tration is  sponsoring  the  Center  for 
Space  Power.  There,  25  companies, 
including  Hughes,  Lockheed  and 
Raytheon,  are  working  to  improve 
the  efficiency  of  transmitters  and 
power  conversion  devices.  A  big  part 
of  the  research  is  aimed  at  making 
power  transmission  practical  in  space, 
where  a  central  solar  utility  could 
supply  power  to  commercial  or  mili- 
tary satellites  or  a  space  station.  NASA 
may  test  power  transmission  through 
space  by  1995. 

In  Canada,  the  national  Communi- 
cations Research  Center  wants  to  use 
microwave  power,  beaming  it  to  keep 
an  aircraft  aloft  for  months  at  a  time. 
The  unmanned  aircraft  would  fly  in  a 
circle  at  70,000  feet  and  function  as  a 
sort  of  poor  man's  satellite,  beaming 
radio  signals  carrying  both  broadcasts 
and  phone  calls  down  to  earth. 

"Why  is  this  more  attractive  than  a 
satellite?"  asks  loseph  Schlesak,  who 
runs  the  project.  Answering  his  own 
question,  he  says:  "Because  it's  a  lot 
cheaper  than  a  satellite  system — $20 


The  long-elusive 
dream  of  beaming 
energy  through 
space  may  yet  turn 
real.  Satellites 
with  huge  solar 
energy  panels 
would  serve 
as  utilities, 
sending  power  to 
other  satellites, 
to  space  weapons 
or— in  the 
remote  future — 
to  earth. 


million  [Canadian]  total  cost,  versus 
$200  million  [for  a  satellite]." 

It  won't  be  easy  to  beam  the  electric 
power  to  a  small  moving  point  in  the 
sky.  The  radio  waves,  at  a  microwave- 
oven  frequency  of  2.5  gigahertz,  will 
have  to  be  narrowly  concentrated, 
'  packing  500  kilowatts  into  a  beam  30 
feet  across.  A  third  of  the  energy  will 
be  dissipated  in  the  air  or  lost  in  the 
conversion  devices  at  each  end.  Even 
so,  the  system  could  be  a  lot  cheaper 
than  hi^h-altitude  refueling. 

What  about  the  grand  goal  of  cut- 
ting the  cost  of  terrestrial  electricity 
by  replacing  power  lines  with  air- 
borne energy  beams?  With  funding 
from  patron  lohn  Jacob  Astor,  Tesla 
tried  to  make  a  dramatic  demonstra- 
tion of  the  process  in  1899.  But  he 
succeeded  only  in  making  sparks  from 
a  distance  of  60  feet. 

Several  years  later,  Tesla  persuaded 
J. P.  Morgan  to  finance  a  second  ex- 
periment in  which  he  built  a  100- 
foot-diameter  copper  electrode  atop  a 
15-story  tower  on  Long  Island.  This 
experiment  also  failed — until  World 
War  II,  there  was  no  way  to  focus  the 
microwave  energy  sufficiendy  to 
make  the  process  economical.  Today 
microwave  technology  is  far  more 
advanced,  but  there  is  another  hurdle 
Tesla  never  faced:  environmentalists. 

Foreshadowing  the  Canadians' 
current  experiments,  after  World  War 
II  Raytheon  had  the  idea  of  a  high- 
altitude,  unmanned  surveillance  air- 
craft kept  aloft  virtually  indefinitely  by 
microwave  power  beamed  to  it  from 
the  ground.  After  successfully  power- 
ing a  helicopter  in  1964,  Raytheon 
seemed  to  be  onto  something,  says 
William  C.  Brown,  who  oversaw  the 
program.  But  the  flying  platform  was 
rendered  obsolete  by  the  geosynchro- 
nous-orbit satellite. 

But  now,  with  talk  of  space  becom- 
ing crowded  with  new  satellites,  anti- 
missile missiles  and  space  stations,  the 
idea  of  a  space- based  power  utility  has 
a  certain  logic  to  it.  "We  think  we 
could  put  up  a  utility  using  the  shut  tic 
and  be  in  the  right  place  for  the  space 
station  construction  team,"  says  Oran 
Nicks,  who  chairs  the  advisory  com- 
mittee at  the  ( Center  for  Space  Power 
"They  could  run  their  drills,  saws, 
machinery,  etc.,  or  just  power  their 
habitat  while  they're  doing  their 
work."  -C..S.  B 
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A  fuming  smokestack  is  the  perfect  symbol  of  our  national  dilemma. 
On  one  hand,  it  means  the  jobs  and  products  we  need.  On  the 
other,  it  means  pollution.  &*s  Some  think  having  one  without 
the  other  will  take  a  miracle.  We  think  it  will  take  natural 
gas.  %*>>  Because  gas,  the  cleanest  of  all  fossil  fuels,  can 
reduce  emissions  across  the  board.  You  name  it— 
CO,  C02,  N0X,  S02,  particulates— and  natural  gas 
combustion  produces  none  or  substantially 
less.  £*>  But  gas  is  more  than  clean.  It's 
extremely  efficient  as  well.  So  even 
fewer  pollutants  are  created  since 
less  fuel  is  expended  to  do  a 
job.  &*s  Which  also  reduces 
costs.  And  that's  another 
argument  favoring  gas.  It 
makes  the  fight  against 
pollution  more  affordable. 
£*>  And,    since   nature 
blessed  North  America  with 
vast  stores  of  gas,  it's  a  fight 
we  can  definitely  win.  With 
energy  security  and  a 
better  trade  balance  as  a 
bonus.  Z+s  Natural  gas. 
It's  not  the  only  answer. 
Just  the  best  one  we  have 
right  now. 


1991  American  Gas  Association 
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We're  counting  on 

Melissa  and  James  to  fulfill 

our  wildest  dreams. 


The  dreams  of  childhood  have  the  power 
to  transform  our  world.  They  can  shape  the 
future  of  science,  business  and  society.  But 
only  when  they're  given  the  chance. 

Thousands  of  kids  like  Melissa  and  James 
have  dreams  to  share.  But  before  they  can 
improve  the  quality  of  life  in  our  world,  we 
must  help  improve  the  quality  of  their  lives 
in  the  inner  city. 

And  the  odds  are  against  them  even 
graduating  from  high  school.  Sixty  percent 
of  their  classmates  are  predicted  to  drop  out. 

It's  an  American  tragedy.  Potentially 
productive  young  people  lose  interest  or  hope 
and  join  the  rolls  of  the  uneducated  and 
unemployed. 

What  Rockwell  is  doing. 

To  help  bring  dreams  to  life  in  the  inner  city, 
more  than  25  employees  at  one  of  Rockwell's 
Electronics  businesses  have  volunteered  for 
a  local  project  of  the  nationwide  "I  Have  a 
Dream"  program.  They  will  serve  as  mentors 


to  Melissa  and  James  and  fifty  of  their 
schoolmates.  For  the  next  nine  years,  people 
like  Barbara  Walter  will  provide  inspiration 
and  guidance  to  the  adopted  "Dreamers"— 
helping  motivate  each  student  to  complete 
high  school  and  pursue  higher  education  and 
a  satisfying  career.  Those  who  graduate  from 
high  school  will  receive  scholarships  for 
college  or  vocational  training. 

What  you  can  do. 

The  "I  Have  a  Dream"  program  has  proven 
successful  at  helping  thousands  of  inner  city 
children  in  over  40  cities.  It's  one  of  hundreds 
of  ways  you  can  encourage  American 
innovation  and  leadership  through  quality 
education.  For  more  information,  simply  write 
Rockwell,  P.O.  Box  905,  Dept.  FBQ ,  El  Segundo, 
CA  90245-0905  for  printed  information 
created  in  cooperation  with  the  National 
Association  of  Partners  in  Education  (NAPE). 

Emphasize  Education.  It's  our  future. 


* 


Rockwell  International 
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Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 
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Go  for 
the  middle 


bottom,  you  can  assume  there  is  a 
good  reason  its  price  is  depressed.  In 
the  case  of  Iomega,  the  idea  persists 
among  investors  that  their  technol- 
ogy has  been  superseded. 

Look  instead  for  stocks  with  p/e 
ratios  around  the  median,  say  from  1 8 
to  22.  These  are  companies  with  es- 
tablished streams  of  revenues  and 
earnings — and  fairly  reasonable  stock 
prices  as  well.  The  problem  is,  they  are 
in  the  crowded  center  of  the  science 
and  technology  stock  market.  Which 
stocks  are  likely  to  emerge  from  this 
pack  and  distinguish  themselves  as 
The  current  rally  has  lifted  many  winners  over  the  next  few  months? 
high- technology  stocks  to  freakish  One  way  to  guess  the  answer  is  to 
values.  I  ran  a  computer  scan  of  160  identify  those  stocks  that  have  begun 
premium  science  and  technology  to  show  exceptional  strength  and 
stocks  and  turned  up  5  with  price/  then  look  for  a  common  quality 
earnings  ratios  over  100.  The  top  p/e  among  them.  Ten  rapidly  gaining 
was  Biogen's,  a  biotech  company  midpriced  stocks  are  presented  in  the 
trading  at  346  times  its  most  recent  table,  ranked  in  order  of  their  price 
12  months'  earnings.  This  suggests  appreciation  over  the  past  six  weeks, 
how  very  far  the  market  has  climbed,  Four  of  the  top  ten  are  in  data  or 
but  in  fairness  to  Biogen,  most  bio-      telecommunications   (Bytex,   Telco, 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


techs  are  not  profitable  and  have  infi 
nite  or  negative  P/E  ratios. 

It  is  now  too  late  to  buy  Microsoft 
(p/e,  39),  Amgen  (p/e,  85) 
and  the  other  technology  su- 
perstar stocks.  They  may  in- 
deed gain,  but  the  better  plays 
this  spring  are  to  be  found 
back  in  the  pack,  among  the 
many  stocks  the  leaders  have 
left  so  far  behind. 

The  median  p/e  for  the 
technology  group  is  still  20. 
This  is  where  the  most  in- 
teresting stocks  are  clus- 
tered. The  bottom  stock  in 
the  scan  is  Iomega,  a  com- 
puter storage  device  manu- 
facturer, with  a  p/e  of  7. 

Should  you  go  for  the 
bottom-priced  stocks? 

Rarely  in  this  group  and 
certainly  not  now.  If  you 
find  a  technology  stock  that 
has  still  not  popped  off  the 


Tekelec  and  ADC  Telecommunica- 
tions). Two  of  the  top  stocks — Se- 
quent   and    Stratus — are    computer 


Hot  but  not  overheated 

Company 

6-week 

P/E 

Recent 

Price/sales 

stock  gain 

ratio 

price 

ratio 

Bytex  Corp 

62% 

18 

12 

1.7 

Telco  Systems 

26 

19 

18 

1.7 

Sequent  Computer 

26 

19 

17 

1.4 

Stratus  Computer 

24 

19 

34 

1.7 

Tekelec 

21 

18 

23 

2.1 

Kent  Electronics 

21 

19 

17 

1.0 

Novellus  Systems 

17 

21 

21 

4.5 

ADC  Telecomm 

17 

18 

33 

1.6 

Harding  Associates 

16 

18 

19 

0.8 

Cypress  Semiconductor 

16 

21 

19 

3.0 

Source:  Telescan  Houston. 

These  tech  stocks  are  among 

the  hottest  in  recent  weeks, 

but  still  in  the  middle  of  the  P/E  pack. 


makers,  but  their  businesses  are  close- 
ly bound  up  with  data  communica- 
tions, since  both  sell  systems  for  on- 
line transaction  processing.  The  table 
suggests  new  strength  in  data  com- 
munications stocks  in  general. 

Bytex,  the  top  gainer,  provides  net- 
'work  management  systems  for  both 
wide  and  local  area  computer  net- 
works. There  has  been  a  recent 
change  of  command,  evidently  well 
received  by  the  market,  but  there  is  a 
good  deal  of  institutional  money 
shuttling  into  and  out  of  this  stock, 
and  I  would  be  inclined  to  let  the 
situation  mature  before  buying  any. 

Telco  Systems,  the  number  two 
possibility,  makes  high-speed  digital 
fiber-optic  terminals  and  network  ac- 
cess multiplexers.  Its  revenues  for  the 
quarter  ended  Feb.  24  were  close  to 
flat  at  $24  million,  but  earnings  im- 
proved nicely  to  26  cents  a  share,  vs. 
17  cents  a  year  ago.  Telco  has  done  a 
good  job  in  a  difficult  period,  and,  as 
the  economy  rebounds,  may  prove 
the  most  solidly  interesting  stock 
among  the  communications  compa- 
nies noted  here. 

Stratus  Computer  Inc.  (Forbes, 
Apr.  1)  is  the  midpriced  stock  I  favor 
on  this  list.  Revenue  for  1990  totaled 
S404  million,  up  18%  from  1989. 
Earnings:  $37  million,  or  $1.77  a 
share,  vs.  $35  million  and  $1.71. 

Stratus  supplies  fault-tolerant  com- 
puter systems  for  critical  on-line  ap- 
plications, such  as  transaction  pro- 
cessing. Customers  include  Kmart, 
which  uses  Stratus  sys- 
tems for  credit  card  verifi- 
cation and  processing.  A 
new  client  is  the  national 
lottery  of  Spain,  which 
operates  one  of  the 
world's  largest  games  ($6 
billion  annual  revenues) 
and  supports  it  with  one 
of  Europe's  largest  data 
communications  net 
works.  In  addition  to  cost 
savings,  computer  sys- 
tems of  this  type  will  villi 
matcly  produce  a  "live" 
picture  of  a  business'  eon 
dition,  even  tor  a  geo- 
graphically widespread 
operation,  so  the  value  of 
these  computers  is  quite 
evident.  Stratus  is  a  buy  at 
around  34.  M 
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Today  they  would  both  be  losers. 


Read  any  good  fairy  tales  lately? 

Like  the  one  about  a  steady, 
unchanging  approach  keeping  a 
company  competitive? 

Then  look  around. 

There  aren't  many  tortoises  left. 
They  have  been  overtaken  by 
swifter,  technologically  driven 
competitors. 

Of  course,  Andersen  Consulting 

©  1989  Andersen  Consulting,  AA  &  Co.,  S.C. 


isn't  suggesting  that  you  model 
your  business  on  the  hare  either. 
Speed  without  strategy  is  ulti- 
mately a  losing  formula.  Especially 
when  it  comes  to  information 
technology. 

At  Andersen  Consulting,  we 
help  companies  merge  disci- 
plined business  thinking  with 
technological  prowess.  Because 


these  days,  it  takes  both  to  be 
a  winner. 

And  that,  we  believe,  is  the  new 
moral  of  this  old  story. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here: 
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Beloved  by  billionaires,  movie  actors  and 
antigrowth  fanatics,  Santa  Barbara  has  it  all 

Jack  Kennedy 
slept  here 


By  Lisa  Gubernick 

Anyone  who  thinks  that  the  easiest 
way  to  get  arrested  in  southern  Cali- 
fornia is  to  walk  somewhere  has  never 
been  to  Santa  Barbara.  Just  90  min- 
utes north  of  the  Los  Angeles  sprawl, 
Santa  Barbara's  open  beaches,  sage- 
brush canyons  and  side  streets  lined 
with  Spanish  revival  storefronts  and 
wrought-iron  gateways  constitute  a 
stroller's  paradise. 

If  the  vistas  seem  cut  from  a  de- 
cades-old rotogravure,  in  a  sense  they 
are.  In  1925  a  powerful  earthquake 
destroyed  most  of  the  city,  which  had 
been  settled  in  1782  by  Spanish  sol- 
diers and  priests.  In  the  quake's  after- 
math, strict  regulations  governed  re- 
construction: Mediterranean-style  ar- 
chitecture (red  roofs  only)  was 
required;  buildings  were  to  be  no 
taller  than  four  stories.  To  this  day, 
those  regulations  prevail.  And  no- 
growth  initiatives  have  been  vigor- 
ously enforced  for  the  last  15  years. 

Santa  Barbara  is  actually  two  sepa- 
rate cities.  Santa  Barbara  proper  is  to 
the  north;  adjacent  to  it  on  the  south 
is  Montecito,  a  smaller,  considerably 
more  opulent  community  that  boasts 
the  area's  two  finest  hotels  and  is 
home  away  from  home  for,  among 
other  notables,  Forbes  Four  Hundred 
members  Harold  Simmons  and  Craig 
McCaw.  Times  Mirror  Co.'s  chief 
executive,  Robert  Erburu,  has  a  house 
just  west  of  Montecito  in  an  area 
called  Hope  Ranch. 

Hollywood,  too,  is  well  represent- 
ed. Kevin  Costner,  Robert  Mitchum, 
Michael  Douglas  and  many  other  ce- 
lebrities have  homes  in  the  area, 
where  even  the  simplest  houses  start 
at  $500,000.  Says  Maurice  Janco,  a 
local  broker:  "The  basic  Montecito 
house — 2,500  square  feet  on  no  more 


Pool  at  the  Santa  Barbara  Biltmore 
Croquet,  tea— and  no  growth,  please. 


than  1  acre — starts  at  $1  million." 

What  of  the  much-publicized 
drought  that  had  some  local  residents 
painting  their  parched  lawns  green 
and  Santa  Barbara  Mayor  Sheila 
Lodge  vowing  to  bathe  only  twice  a 
week  until  the  rains  returned?  This 
rain  dance  seems  to  have  worked. 
Several  heavy  storms  recently  brought 
more  than  12  inches  of  rain  to  the 
area,  leaving  the  mountainsides  ver- 
dant once  again. 

Thanks  largely  to  the  town's  anti- 
growth  bias,  most  hotels  fall  into  two 
classes:  tatty  motels  built  before  tight 
land-use  controls  and  a  handful  of 
top-flight  hostelries  that,  like  the  city 
itself,  seem  frozen  in  time. 

At  the  top  of  the  list  is  the  venerable 
San  Ysidro  Ranch,  in  Montecito.  Its 
45  cottages,  which  dot  the  hillside  of 
the  Santa  Ynez  mountains,  are  con- 
nected by  flower- bedecked  arbors 
and  tree-lined  paths.  It  was  here  that 
Laurence  Olivier  secretly  wed  Vivian 
Leigh  in  1940  and  where,  13  years 
later,  Jacqueline  and  John  Kennedy 
honeymooned.  Each  room  has  its 
own  fireplace  and  private  porch,  and 
14  rooms  have  their  own  hot  tubs 


(this  is  California).  Rates  range  from 
$175  for  one  room  in  a  cottage  to 
$550  for  a  three -room  suite,  com- 
plete with  hot  tub. 

The  ranch  has  over  500  acres  of  its 
own  land  and  borders  the  Los  Padres 
National  Forest.  Trail  maps  for  hikers 
are  supplied  at  the  front  desk.  You  can 
rent  a  horse  and  guide  (all  levels  of 
expertise  are  accommodated)  at  the 
stables  adjacent  to  the  inn.  The 
ranch's  Storehouse  Restaurant  will 
pack  a  lunch.  For  dinner,  the  restau- 
rant offers  some  of  the  best  cuisine  in 
California  (don't  miss  the  lobster  ri- 
sotto) and  a  view  across  the  cucalyp-' 
tus  trees  to  the  sea 

If  the  ranch  is  full  (and  it  often  is), 
try  the  occansidc  Santa  Barbara  Four 
Seasons  Biltmore,  )iist  down  the  road. 
A  study  in  Spanish  revival  splendor, 
the  Biltmore,  built  immediately  after 
the  1925  earthquake,  preserves  its 
heritage  with  such  touches  as  a  cro- 
quet court  and  tea  with  scones  and 
finger  sandwiches,  still  served  in  the 
afternoon. 

The  hotel  also  has  a  putting  green,  a 
bougainviilea-draped  swimming  pool 
and  its  own  private  club,  the  Coral 
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San  Ysidro  Ranch 
after  recent  rains 
Where 

Laurence  Olivier 
wed  Vivian  Leigh. 


Casino  Beach  &  Cabana  Club,  which 
has  a  ballroom  along  with  another 
pool — this  one  as  long  as  half  a  foot- 
ball field.  Rates:  $250  to  $325. 

While  the  San  Ysidro  and  the  Bilt- 
more  are  far  and  away  the  finest  places 
to  stay  in  the  area,  several  other  inns 
offer  perfectly  acceptable  shelter.  The 
El  Encanto  Hotel  in  the  hills  above 
Santa  Barbara  was  originally  built  in 
1915  as  faculty  housing  for  what  is 
now  the  Santa  Barbara  campus  of  the 
University  of  California.  Renovated  a 
decade  ago,  it  offers  garden  villas  and 
cottages  ranging  in  price  from  $100 
to  $325.  El  Encanto's  restaurant  and 
bar  offer  the  city's  best  sunset  vista. 

The  Montecito  Inn,  built  by  Char- 
lie Chaplin  and  Roscoe  (Fatty)  Ar- 
buckle  in  1928,  has  modest  charm 
and  prices  to  match:  $75  to  $245  for  a 
double.  Nearby  is  the  Upham  Hotel, 
opened  in  1871  by  a  cousin  of  Abra- 
ham Lincoln's  ($110  and  up).  The 
Upham  features  fine  Victorian  details, 
afternoon  wine  and  cheese  and  the 
virtues  of  being  within  walking  dis- 
tance of  State  Street,  Santa  Barbara's 
main  drag. 

For  a  guided  ramble,  you  can  either 


LEFT: 

State  Street, 
for  strollers  only 
Santa  Barbara's 
main  drag. 


buy  a  copy  of  Walk  Santa  Barbara  at  a 
newsstand  or  pick  up  the  Red  Tile 
Tour,  a  map  available  at  the  Visitor 
Center,  which  takes  you  down  the  12 
finest  blocks  in  the  city.  Start  with  the 
magnificent  Arlington  Theatre,  a 
"Spanish  revival  movie  house  built  in 
the  1930s.  One  of  the  last  of  the  old- 
fashioned  picture  palaces,  it  is  resplen- 
dent with  fine  tilework,  wrought-iron 
details  and  painted  beams. 

Two  blocks  west  is  the  Santa  Barba- 
ra County  Courthouse,  another 
Spanish -style  gem.  Mystery  writer 
Ross  MacDonald  attended  trials  here; 
his  fictional  detective,  Lew  Archer, 
passed  through  its  portals  in  The  Blue 
Hammer  to  stop  a  faded  beauty  from 
throwing  herself  off  the  tiled  roof  of 
the  courthouse. 

About  20  minutes  (on  foot)  down 
State  Street  is  Steam's  Wharf,  where 
fishermen  line  the  pier  and  sailboats 
dot  the  harbor.  On  Sundays  an  art 
show  featuring  local  craftsmen  lines 
the  adjacent  walkway.  The  view  is 
better  than  the  wares. 

Though  the  pier  has  many  restau- 
rants (Castagnola's  is  the  best  of  the 
seafood  shacks),  the  city's  finest  cui- 
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County  Courthouse,  another  Spanish  gem 
Ross  MacDonald  watched  trials  here. 


sine  is  to  be  found  inland.  Downey's 
on  State  Street  offers  superb  selec- 
tions. Michael's  Waterside  (no  rela- 
tion to  the  overpriced  Michael's  in 
Santa  Monica),  across  from  the  bird 
sanctuary  in  Santa  Barbara,  offers  a 
view  of  nesting  terns  as  well  as  excel- 
lent local  seafood. 

If  you're  touring  Highway  1  or 
simply  have  some  extra  time  in  Los 
Angeles,  Santa  Barbara  is  well  worth  a 
stop.  WM 
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PERSONAL  AFFAIRS 


From  George  Bush's  home  phone  Dumber 
to  da  Vinci  drawings,  the  bank  and 
thrift  regulators  are  auctioning  off 
all  kinds  of  treasures.  But  are  they 
getting  the  best  prices? 

Art  for 
whose  sake? 


By  Christie  Brown 

Courtesy  of  banks  and  thrifts  that 
have  gone  up  in  flames,  Uncle  Sam 
now  has  the  job  of  liquidating 
artworks  and  collectibles  once  sold  for 
some  S300  million.  Caned  elephant 
tusks,  Regency  furniture,  paintings  by 
Leonardo  da  Vinci  and  Giovanni  Bel- 
lini and  a  great  deal  more  are  up  for 
grabs  from  the  Resolution  Trust 
Corp.  and  Federal  Deposit  Insurance 
Corp.  They  are  trying  to  convert  art 
into  cash  as  quickly  as  possible,  even  if 
that  means  failing  to  get  top  dollar. 

"It's  a  matter  of  logistics,"  explains 
Carl  Giles  of  rtc's  Dallas  office.  "We 
can  spend  hundreds  of  man-hours  to 
sell  300  pieces  of  art  for  $4  million  or 
sell  S250  million  of  loans  in  ten 
hours."  For  instance,  Giles'  office 
currently  needs  to  move  300  artworks 
ranging  from  antique  Chinese  porce- 
lain to  western  art.  Total  appraised 
value:  $2  million  to  $4  million.  "We 
hope  to  sell  at  auction  within  the  next 
60  days,"  says  Giles,  "maybe  ignoring 
that  we  could  get  a  higher  price  if  we 
sold  it  piecemeal." 

Taxpayers  might  groan  at  the  fire- 
sale  mentality,  but  some  collectors  are 
doing  just  fine.  Take  Oklahoma  City 
trial  lawyer  Michael  Gassaway.  In 
1982  he  bought  the  leather  office 
chair  from  which  he  says  William  G. 
Patterson,  Penn  Square  Bank's  loan 
officer,  took  on  $50  million  worth  of 
bad  debt.  Auction  price:  $500.  It  was 
no  steal,  but  Gassaway  had  a  personal 
interest — he  successfully  defended 
one  bank  officer  from  charge-  vhen 
the  bank  went  bust. 


Michael  Gassaway  and  card  files  of  heavies 
For  $60,  numbers  of  ex-Presidents. 


Since  then,  Gassaway  has  acquired 
Persian  carpets,  bronzes  and  litho- 
graphs by  Salvador  Dali  and  Alexan- 
der Calder  at  distress  prices.  One  of 
Gassaway's  best  buys  was  a  Louis  XIV 
gilt  mirror,  10  feet  by  14  feet,  bought 
for  $1,500  at  the  FDIC  auction  of 
Fidelity  Bank  of  Oklahoma  City's 
wares  in  1989.  "The  auctioneer  said 
that  one  of  the  Fidelity  officers  had 
paid  $120,000  for  it,"  he  claims. 

The  most  Gassaway  has  ever  paid  at 
an  FDIC  auction  was  $4,000,  for  ^\n 
etching  by  Renoir,  which  has  been 


appraised  for  50  times  that  amount, 
he  says.  His  favorite  find?  Three  card 
files  that  list  the  private  phone  num- 
bers of  hundreds  of  hard-to-reach 
business  and  political  leaders,  includ- 
ing Presidents  Gerald  Ford,  Ronald 
Reagan  and  George  Bush.  He  bought 
the  card  files  for  $60  in  Oklahoma 
City.  "I  called  President  Ford  in  Vail 
two  years  ago  to  ask  him  to  send  me 
some  stuff  for  my  daughter's  political 
science  project,"  he  drawls.  Ford, 
amused,  sent  back  a  personal  letter. 

A  taxpayer  might  ask  why  the  Re- 
noir and  Louis  XIV  mirror  weren't 
sold  at  a  New  York  auction  or  gallery 
for. better  prices.  The  regulators  have 
bigger  fish  to  fry.  The  seized  art  con- 
stitutes only  a  fraction  of  1%  of  the 
$187  billion  in  real  estate  and  loans 
they  are  managing. 

Once  a  bank  or  thrift's  assets  are 
seized  by  an  RTC  or  FDIC  regional 
office,  appraisers  are  hired  to  value  the 
artwork,  furnishings  and  other  col- 
lectibles. In  most  cases,  the  regional 
offices  then  farm  the  stuff  out  to 
contractors — mainly  local  auction- 
eers, brokers  and  dealers.  To  qualify  as 
a  contractor  for  the  RTC,  applicants 
must  fill  out  exhaustive  question- 
naires. Everything  from  financial  sta- 
bility to  minority  status  counts. 

Only  rarely  are  global  art  experts 
like  Sotheby's  and  Christie's  named  as 
contractors.  "We  haven't  pushed  for 
the  FDic  and  RTC  sales  at  all,"  says 
Roberta  Maneker,  senior  vice  presi- 
dent of  Christie's.  "We  don't  see 
ourselves  as  liquidators.  We  are  chan- 
nels for  fine  art  and  antiques.  We're 
not  interested  in  selling  used  vases." 

But  Sotheby's  didn't  turn  up  its 
nose  at  the  western  art  collection 
amassed  at  taxpayers'  expense  by  Don 
Dixon,  the  former  owner  of  Vernon 
Savings  &  Loan,  who  was  recently 
sentenced  to  five  years  in  federal  pris- 
on. Sotheby's  auctioned  the  trove  in 
1988  for  $2.8  million,  more  than 
double  the  auction  estimate. 

The  bulk  of  government  sales  go  to 
regional  auction  houses  such  as  But 
terfield  &  Buttcrficld  in  San  Francis 
co,  Dunning's  Auction  Service  of  El 
gin,  III.  a\u\  Weschkr's  in  Washing 
ton,    D.C.,    which    on    Mav     18    is 
auctioning  25  Robert  Rauschcnbcrg 
lithographs   acquired    from    the   de 
fund  National  Bank  of  Washington. 

One  of  the  government's  biggest 
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long  to  build  a  Rolls- 
)r  car  today  as  it  did 
a  century  ago. 
then  handcraftsmanship  is 
jnt  process  that  cannot 

lay,  still,  this  nearly  lost 
is  the  pivotal  difference 
2en  Rolls-Royce  motor  cars 
others  -  creating  automobiles 
>rbly  engineered,  so  exqui- 
lished,  they  live  up  to  the 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Tbday,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
tions  of  the  most  demanding    continue  to  be  painstakingly  assem- 


le  world. 

Hiding  In  A 
Perspective. 

If  of  all  Rolls-Royce  motor 

since  1904  are  still  gliding 
leroad. 


bled  by  hand.  As  they  were  then. 
And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simplv  The  Best  Motor  Car 
*  In  The  World. 


Iiers  are  in  prized  collections     The  Rolls-Royce  motor  car  has,  you 


seums. 

are  in  collections  of 
simply  haven't  been 
ith  their  first  Rolls- 
.  Or  their  second. 

-Tiers  have  become 
their  Rolls-Royce 
it,  much  like  family 
icy  have  been  passed 
generation  to  generation. 

mds  Are  Made  Of  Hiis. 

the  first  Rolls-Royce  motor 
ever  built,  the  1907  Rolls- 
re  Silver  Ghost ,  is  still  going 


might  say,  been  in  development 
for  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched,  tested  and 
perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
_  new  electronic  suspension  system* 
"  that,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 
road  surfaces  and  driving  conditions. 


A  load-leveling  system  so  finely 
tuned  that  it  even  compensates  for 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand -cut  and  perfectly  matched 
to  create  veneers  no  two  motor  cars 
will  ever  share. 

And  in  1990,  a  culmination  of 
refinements  long  in  development 
and  of  sufficient  importance  to  jus- 
tify a  visit  to  an  authorized  dealer. 
To  arrange  for  an  appointment, 
or  to  receive  Rolls-Rovce  literature, 
simply  call  1-800-851-8576. 

Owning  One  Will  Not  Make 

You  A  Different  Person.  Yet  You 

Won't  Be  The  Same,  Either. 

Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

Which  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  today's 
homogenized  society. 

Individuality. 

And  how  can  one  ever 
be  the  same  after  that? 
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National  Bank 
of  Washington's 
legacy 

Awaiting  FDIC  auc- 
tion are  Rauschen- 
berg  lithos, 
mechanical  banks 
and  good  old- 
fashioned  money, 
which  National 
Bank  ran  out  of. 


art  sellers  is  Mark  C.  Thomas  &  Asso- 
ciates of  Texarkana,  Tex.  There  are 
more  failed  banks  and  s&ls  in  the 
Lone  Star  State  than  anywhere  else  in 
the  U.S.,  and  Thomas  has  held  over 
60  rtc  and  fdic  auctions  totaling 
about  $30  million  in  the  last  ten  years. 
He  just  signed  a  36-month  contract 
with  the  fdic  for  more.  Says  Thomas: 
"I'll  call  the  fdic  people  and  say, 
'Look,  I'm  having  a  sale  this  week, 
anything  you  want  to  add?'  and  they'll 
say,  'Great,  go  by  the  warehouse.'  " 

Collectors  looking  for  specific 
pieces  need  to  work  fast.  Neither  the 
fdic  nor  the  rtc  has  national  data- 
bases for  the  art.  The  regulators'  re- 
gional offices  control  the  show.  In 
rare  instances,  the  fdic  or  the  rtc  will 
sell  collections  outright.  Then  the 
sparks  can  really  fly. 

New  York's  South  Street  Seaport 
Museum,  for  example,  lobbied  Sena- 
tors Alfonse  D'Amato  and  Patrick 
Moynihan  to  help  it  buy  Seaman's 


Bank  for  Savings'  renowned  collec- 
tion of  maritime  art  from  the  fdic. 
Appraised  by  Sotheby's  and  Christie's 
for  $3  million  to  $4  million,  the  col- 
lection was  sold  to  the  museum  for 
$3.4  million. 

But  one  erstwhile  buyer,  maritime 
art  collector  Thomas  Gosnell  of 
Rochester,  N.Y.,  claimed  foul  and  has 
sued.  Gosnell  says  he  offered  $3.5 
million,  and  that  the  fdic  should  have 
had  a  public  sale.  (The  FDIC  denies  the 
higher  bid  and  says  it  needn't  auction 
seized  art.  So  far  the  courts  have 
agreed,  but  Gosnell  has  appealed.) 

"The  taxpayer  is  getting  ripped 
off,"  snarls  Gary  Eckstinc,  a  lawyer  for 
the  city  of  Jacksonville,  Fla..  One 
auctioneer  claimed  the  Seaman's 
Bank  maritime  collection  was  worth 
at  least  $10  million.  He  may  have  a 
point.  Christie's  in  New  York  sold 
Seaman's  collection  of  antique  toy 
banks,  which  the  Seaport  Museum 
didn't  want,  for  $716,000— double 


the  auction  estimate. 

If  you  think  there  may  be  bargains 
out  there  and  want  to  know  about 
upcoming  sales,  here's  how  to  contact 
the  rtc  and  fdic  regional  offices. 

rtc.  Eastern  region:  245  Peach 
tree  Center  Ave.  NE,  Atlanta,  GA 
30303,  800-234-3342.  North  cen- 
tral region:  7400  West  110th  St., 
Suite  500,  Overland  Park,  KN  66210, 
800-283  3136.  Southwest  region: 
3500  Maple  Ave,  Dallas,  IX  75219, 
800-782-4674.  Western  region: 
1225  17th  St.,  Suite  3200,  Denver, 
CO  80202,  800-283  7823. 

fdic.  Eastern  region:  452  Fifth 
Ave.,  21st  floor,  New  York,  NY 
10018,  212-704  1200.  Midwestern 
region:  30  S.  Wacker  Dr.,  32nd  floor, 
Chicago,  IL  60606,  312-207  0200. 
Southwestern  region:  1910  Pacific 
Ave.,  Suite  1700,  Dallas,  TX  75201, 
214  754-0098.  Western  region:  25 
Ecker  St.,  Suite  L 900,  San  Francisco, 
(A  94105,  41 5  546  1810.  H 
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When  a  bank  makes  a  loan  to  a  con  artist  and  the 
cash  is  long  gone,  who's  it  gonna  call? 

Fraudbusters 


By  Graham  Button 


Fraud  sleuths  Joseph  DiBenedetto  and  William  Hays 

Looking  for  the  smoking  gun  in  a  mountain  of  documents. 


Banks  stuck  with  possibly  fraudu- 
lent loans  need  the  services  of  finan- 
cial and  legal  experts  who  can  be 
detectives  first.  That's  an  unlikely 
combination,  but  banks  get  it  when 
they  hire  financial  consultant  William 
G.  Hays  Jr.,  63,  of  Atlanta- based  Wil- 
liam G.  Hays  &  Associates,  and  his 
partner,  Joseph  DiBenedetto,  44,  a 
lawyer  in  the  New  York  office  of 
Winston  &  Strawn.  Together  this 
fraudbusting  team  has  recovered  over 
$100  million  for  clients  like  Security 
Pacific  and  National  Westminster. 

Hays,  who  has  worked  in  commer- 
cial lending  and  mortgage  banking,  is 
expert  in  the  arcana  of  accounts  re- 
ceivable financing.  He  delights  in 
breaking  the  schemes  that  fraudsters 
employ.  "Last  week,"  says  Hays,  "I 
got  close  to  breaking  one  and  my 
knees  just  got  weak."  But  it  takes 
different  skills  to  navigate  the  legal 
shoals  involved  in  recovering  funds. 


That's  where  DiBenedetto  comes  in. 

The  two  met  in  1974  when  both 
were  independently  called  in  to  work 
on  the  bankruptcy  of  North  American 
Acceptance  Corp.  They  met  again  a 
few  years  later  on  another  fraud  case. 
At  that  point,  they  decided  they 
might  as  well  work  together  as  a  team. 

These  are  balmy  times  for  Hays  and 
DiBenedetto.  With  problem  loans 
mounting  daily,  they're  working  for 
three  large  banks  trying  to  recover 
over  $100  million  in  lost  funds.  Their 
work — sometimes  alone,  sometimes 
together — has  involved  noteworthy 
cases.  In  1987,  for  example,  DiBene- 
detto was  hired  by  the  trustee  in  the 
bankruptcy  case  of  Sasson  Jeans.  Sas- 
son  Chairman  Paul  Guez  was  accused 
of  making  death  threats  and  conceal- 
ing assets.  Winston  &  Strawn  earned 
$1 .5  million  in  fees— plus  a  $300,000 
bonus  payment  for  recovering  all  of 
the  creditors'  principal. 


More  recently,  Hays  and  DiBene- 
detto have  been  snooping  and  litigat- 
ing in  a  case  involving  Imelda  Marcos. 
Billing  at  their  hourly  rates — $300  for 
lawyer  DiBenedetto  and  $135  for 
Hays — the  duo,  along  with  their  sup- 
port staff,  have  already  logged  over 
1,000  hours  on  behalf  of  Security 
Pacific,  which  holds  $175  million  of 
mortgages  on  several  Manhattan 
buildings.  The  properties  were  pur- 
chased with  funds  allegedly  belong- 
ing to  the  Philippine  government. 

Why  so  many  billable  hours?  The 
tides  to  the  properties  in  question 
were  held  by  a  Netherlands  Antilles 
shell  company,  which,  in  turn,  was 
owned  by  three  separate  Panamanian 
entities.  The  detectives'  task  is  tracing 
the  money  and  the  ownership  from  a 
mountain  of  documents  to  establish 
that  the  entities  were  in  effect  run  as  a 
single  enterprise.  If  Hays  and  DiBen- 
edetto can  prove  that,  proceeds  from 
the  sale  of  some  of  the  properties  can 
be  used  to  cover  the  losses  from  prop- 
erties that  were  sold  after  the  real 
estate  market  turned  down.  If  the  duo 
does  succeed  in  recovering  most  of 
the  $175  million,  there  will  be  little 
left  for  the  Philippine  government, 
which  has  also  been  suing  for  any 
proceeds  in  excess  of  the  debt. 

The  team  has  learned  that  if  a  bank 
loan  "looks  too  good  to  be  true,  it 
probably  is,"  says  Hays.  "Your  best 
loans  are  the  ones  where  there  are 
probably  some  arguments,  some  late 
payments."  For  example,  Hays  cites  a 
1979  cotton  scam  in  which  a  crook 
used  phony  invoices  and  checks  to 
defraud  a  bank  of  $5  million.  Because 
the  payments  were  always  made  on 
time,  in  the  exact  amount  due,  the 
bank  kept  lending.  After  three  years, 
the  crook  finally  hit  the  limit  on  his  $5 
million  credit  line.  It  was  only  then 
that  the  bank  discovered  that  the 
cotton  did  not  exist. 

Hays  and  DiBenedetto — who 
work  closely  with  the  FBI  and  govern- 
ment prosecutors — always  recom- 
mend that  their  clients  bring  charges, 
regardless  of  whether  money  can  be 
recovered  from  the  crook.  The  worst 
thing  is  for  the  bank  to  simply  swallow 
the  writeoff.  As  DiBenedetto  s.ns 
"Once  the  word  gets  out  on  the  street 
that  a  particular  institution  is  easy, 
you'll  find  that  the  bad  loans  gravitate 
toward  that  lender."  aaal 
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In  a  year-round  weight,  worste( 

wool,  updated  with  coin-edge 

stripe.  Sizes  38-46  regular 

and  40-46  long,  625.00. 

In  Dillard's  Men's  Department. 

To  order,  call  1-800-345-5273. 
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"You  don't  ask, 
you  don't  get" 

Allen  Grubman,  who  last  month 
brokered  singer  Michael  Jackson's 
contract  with  Sony,  valued  at  up  to  $1 
billion,  tasted  show  business  as  an  1 1- 
year-old  soprano  on  the  Horn  &Har- 
dart  Children's  Hour.  Then  his  voice 
changed  and  he  was  bounced  off 
the  show. 

Today,  as  lead  partner  in  the  Man- 
hattan law  firm  of  Grubman,  In- 
dursky  &  Schindler,  Grubman  repre- 
sents the  biggest  names  in  music: 
Michael  Jackson,  Bruce  Springsteen, 
Billy  Joel,  Madonna  and  megamogul 
David  Geffen. 

Grubman,  48,  earned  a  law  degree 
from  Brooklyn  Law  School  and  start- 
ed his  entertainment  law  practice  back 
in  1974  with  a  couple  of  bridge  tables 
and  folding  chairs.  He  got  lucky  fast: 
One  client,  George  McCrae,  had  an 
enormous  disco  hit  called  "Rock 
Your  Baby."  Then  client  Henri  Be- 
lolo  came  up  with  a  band  called  the 
Village  People,  another  star  on  the 
disco  circuit. 

As  disco  died,  Grubman  landed 
rocker  Billy  Joel  and  signed  a  record- 
breaking  $20  million,  eight-album 
deal  for  him  in  1 98 1 .  What  was  Grub- 
man's  fee?  "I  do  instinctive  billing," 
he  replies  evasively.  But,  after  taking 
between  1%  and  5%  of  each  of  his 
deals,  Grubman  probably  earned 
some  $3  million  in  1988  and  nearly 
$10  million  last  year. 

As  David  Geffen's  lead  negotiator 
on  the  sale  of  Geffen  Records  to  MCA 


Entertainment  lawyer  Allen  Grubman 
Big  bucks  from 
"instinctive  billing." 


Nostalgia  king  Joe  Franklin 
The  past  is  no  gold  mine. 


last  year,  Grubman  likely  pulled  in  at 
least  $7  million.  That  work  led  to  the 
Michael  Jackson  Sony  contract. 
When  Geffen  learned  that  Jackson 
was  thinking  of  parting  ways  with  his 
Hollywood  law  firm  of  Ziffren,  Brit- 
tenham  &  Branca,  Geffen  recom- 
mended Grubman. 

Grubman  says  he  learned  his  nego- 
tiating techniques  from  his  father, 
who  worked  in  the  garment  industry. 
One  of  his  father's  favorite  sayings, 
Grubman  recalls,  was  "You  don't  ask, 
you  don't  get."  So,  in  his  talks  with 
Sony,  Grubman  asked,  and  Jackson 
got.  -Lisa  Gubernick 

Miscast  mogul 

Joe  Franklin,  whose  Joe  Franklin 
Show  airs  in  the  wee  hours  in  170 
television  markets  from  coast  to  coast, 
aims  to  be  a  mogul.  He  has  a  mighty 
long  way  to  go. 

Franklin's  pink-sheet-traded  firm, 
Joe  Franklin  Productions,  Inc.,  plays 
off  the  nostalgia  theme  of  his  talk 
show,  which  has  been  on  the  air  since 
1951.  The  firm's  assets:  50,000  nos- 
talgia items,  including  Rudy  Vallcc's 


megaphone  and  W.C.  Fields'  top  hat, 
as  well  as  a  library  of  over  10,000 
silent  films  (from  Peck's  Bad  Boy  to 
Captain  Swagger),  which  Franklin 
hopes  to  sell  on  home  video.  He  also 
has  hopes  for  a  24-hour  radio  net- 
work, TV  production  deals  and  even 
cruises  and  exercise  videos,  all  with  a 
nostalgia  theme. 

Who  will  buy  a  "Nostalgiacize" 
video  showing  Franklin  wiggling  to 
oldies  like  100  Lbs.  OfClaf.  "There's 
a  lost  audience  out  there  that  doesn't 
care  about  heavy  metal,"  says  Frank- 
lin, 62.  "A  lot  of  people  get  a  lot  of 
solace  from  what  I  do." 

But  his  investors  are  not  among 
them.  Joe  Franklin  Productions  went 
public  in  1987  at  65  cents  a  share  for  a 
unit  of  one  share  and  20  warrants. 
Recent  price:  5  cents,  which  values 
the  company  at  $981,000  (Franklin 
owns  just  over  3%). 

So  Franklin  is  trying  a  new  concept : 
Fax  Exchange,  a  sort  of  electronic 
Federal  Express.  So  far  the  sen  ice  has 
cost  an  estimated  $400,000  to  estab- 
lish, but  it  has  not  handled  a  single 
document. 

As  Franklin  himself  might  say  of  his 
company:  The  material's  okay,  but 
the  deliver}'  could  use  a  little  work. 

-Martin  Km  in 
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WHAT  YOU'RE  LOOKING  AT  IS  70  YEARS 
OF  EXPERIENCE  IN  A 1  YEAR  OLD  BODY 


Qantas  may  be  70  years  old,  but  you'd  never  know 
it  looking  at  that  body. 

That  sleek,  trim,  Boeing  747  400  is  one  of  the 
newest  intercontinental  passenger  jets  in  the  sky.  And 
one  of  the  many  young  aircraft  in  Qantas'  modern  fleet 
(our  average  fleet  age  is  just  6.6  years). 

So  don't  expect  to  find  any  wrinkles.  Especially  in 
our  service. 

Linking  Australia  with  the  rest  of  the  world  for 
well  over  a  half  century,  Qantas  has  mastered  the  art  of 
making  long  distance  travel  seem  noticeably  shorter. 
And  noticeably  easier,  offering  more  nonstop  flights 
from  North  America  to  more  locations  in  the  South 
Pacific  than  any  other  carrier. 

Combine  all  that  experience  with  all  that 


youth  and  what  do  you  get? 

You  get  ranked  one  of  the  top  three  airlines  in 
the  world  by  the  readers  ofCondeNast  Traveler.  And 
named  the  number  one  airline  from  North  America 
to  the  South  Pacific  by  the  readers  of  Financial  World. 

What's  more,  in  addition  to  offering  our  own 
frequent  flyer  plan,  Qantas  is  a  partner  in  the  American 
Airlines  Advantage*  program.* 

So  next  time  you're  flying  to  Australia  and  the 
South  Pacific,  call  your  travel  agent  or  Qantas. 

We  may  not  look  it,  but  we've  been  preparing 
for  your  trip  a  very  long  time. 


fc^a 


THE  SPIRIT  OF  AUSTRALIA 


•American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  without  notice. 


In  the  U.S.  call  1-800-227-4500. 


FACES  BEHIND  THE  FIGURES 


Ahead  of  itself,  perhaps? 

"Say  the  magic  word,"  Groucho 
Marx  used  to  say  on  Tou  Bet  Tour 
Life,  "and  the  duck  will  come  down 
and  give  you  $50."  If  the  magic  word 
is  AIDS,  the  duck  really  gets  generous, 
or  so  Adolph  Ferro  has  found. 

Ferro  is  president  of  Beaverton, 
Ore. -based  Epitope,  Inc.  The  firm 
(1990  revenues,  $3.6  million)  has 
never  earned  a  dime,  but  its  stock  is 
valued  at  $160  million  on  the  Ameri- 
can Stock  Exchange,  thanks  to  a 
handy-dandy  saliva  test  kit  for  aids. 

The  kit,  OraSure,  is  a  piece  of  filter 
paper  on  a  stick,  with  a  vial  of  fluid  to 
keep  the  sample  fresh.  A  lab  checks 
the  sample  by  the  same  method  used 
to  test  blood  and  urine.  Epitope  has 
sold  $390,000  worth,  at  a  base  price 
of  $1.65  each,  to  insurance  tester 
Home  Office  Reference  Laboratory. 

How  reliable  is  saliva  testing?  "It's 
not  something  that's  been  looked  at 
in  scientific  circles  in  any  depth," 
murmurs  Ferro,  49,  a  former  microbi- 
ologist at  Oregon  State  University 
who  took  over  at  Epitope  last  year 
when  two  founders  quit.  OraSure 
lacks  FDA  approval,  which  is  needed 
for  wider  sale.  A  spokesman  for  Ge- 
netic Systems,  which  sells  a  similar  kit, 
says,  "I  don't  think  this  is  going  to 
break  the  market  wide  open." 

Epitope  is  not  a  one-hope  compa- 
ny. Over  the  last  few  years  it  has 
touted  powdered  iodine  for  medical 
use  by  the  U.S.  military,  AiDS-proof 
gloves  and  condoms,  flowers  with 
long-lasting  blooms  (Du  Pont,  Epi- 
tope's partner  on  the  project,  gave  up 
long  ago)  and  rot-resistant  broccoli 
for  Sakata  Seed  Corp.  of  Japan.  Saka- 
ta's  Gabriel  Patin  says  that  if  the  prod- 
uct pans  out — "and  that's  a  big  if — 
it  might  reach  the  market  by  1996. 
Epitope's  annual  license  fees,  if  all 
goes  well  in  biotech  broccoli?  Less 
than  $2  million.      -Fleming  Meeks 


Friendly  makeover 

Friendly'S,  the  northeastern  restau- 
rant chain  (1990  sales,  some  $550 
million),  is  getting  a  facelift.  In 
charge:  Donald  N.  Smith,  50,  chair- 
man of  Tennessee  Restaurant  Co. 

Smith  has  spent  most  of  his  25  years 
in  the  food  business  profitably  spicing 
up  the  menus  at  several  fast-food 
chains.  He  helped  launch  breakfast  at 


Epitope  President 
Adolph  Ferro 
Can  a  saliva  test 
for  AIDS  and 
rot-resistant 
broccoli  justify  a 
market  value  of 
$160  million? 


Donald  N.  Smith 
of  Tennessee 
Restaurant  Co. 
At  Friendly's, 
dark  decor 
is  out. 
Salads  and 
jazzed  up 
sundaes 
are  in. 


McDonald's  and  the  popular  Person- 
al Pan  Pizza  at  PepsiCo's  Pizza  Hut. 

In  1985  Smith  started  his  own 
company,  Itasca,  111. -based  Tennessee 
Restaurant  Co.,  with  help  from  Pro- 
mus  Cos.  (formerly  Holiday  Corp.), 
members  of  the  Bass  family  and  other 
investors.  He  bought  Perkins  Family 
Restaurants,  a  Memphis,  Tenn.- 
based  chain,  from  Holiday  in  late 
1985.  By  redecorating,  using  snappi- 
er colors  and  putting  more  salads  and 
dinners  on  the  menu,  Smith  more 
than  quadrupled  profits,  to  $13  mil- 
lion, on  sales  of  $  1 73  million  last  year. 

Smith  bought  Friendly  Ice  Cream 
Corp.  in  late  1988  from  Hershey 
Foods  for  $385  million.  Its  850  units 
suffered  from  dark,  dated  decor  and 
menus  offering  burgers,  banana  splits 
and  other  fattening  fare.  Even  today, 


sales  per  store  average  some 
$700,000,  well  below  the  competi- 
tion's. "Here  was  a  company,"  says 
Smith,  "with  a  great  name,  a  little  bit 
tarnished,  with  great  real  estate." 

Last  month  Smith  negotiated  with 
his  banks  to  refinance  I  RJ  \  debt. 
That  freed  $90  million  to  revamp  the 
remaining  791  Friendly's  units.  I  le  is 
introducing  more  salads,  sandwich 
melts,  ice  cream  sundaes  jazzed  Up 
with  crushed  candy  bars,  and  frozen 
yogurt,  to  be  served  amid  bright  brass 
trim  and  teal  walls. 

After  1993,  when  the  renovations 
should  be  completed,  Smith  may 
franchise  Friendly's,  all  of  whose  out 

lets  are  company  owned,  or  take  h 
public.  And  then  the  restaurant  da 

tor  will  likely  look  for  a  new  patient 

-Reed  Abbi  son  bh 
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Pl£AS£  BUCXlf  UP  fOR  SECURITY  C  l»l  RANGE  ROVER  Of  NORTH  AMERICA.  INC 


Breathe  easier  underwater. 


Re 


Lei  ax. 

A  Range  R'over  is  virtually  dunk 
resistant. 

Its  anti-lock  braking  system  is  capable 
of  stopping  straight  even  on  roads  that 
bear  a  striking  resemblance  to  small 
ponds. 

And  with  the  added  traction  of  perma- 
nent 4-wheel  drive,  a  Range  Rover  can 
grip  the  kind  of  rain-soaked  pavement 
that  sends  ordinary  luxury  cars  slip- 


sliding  away. 

Of  course,  what  makes  a  Range  Rover 
and  its  owner  even  more  comfortable 
during  torrential  downpours,  Nordic 


&*fe 


Orange  rover 


blizzards,  or  whatever  else  the  sky  has  to 
offer,  are  its  abundant  amenities. 

Why  not  call  1-800-FINE  4WD  for  a 
dealer  near  you? 

It's  very  rare  that  an  investment  of 
around  843,000  can  make  you  feel  quite 
this  secure.  Even  in  the  midst  of  a  blind- 
ing typhoon,  you'll  be  at  the  helm  of  a 
rather  seaworthy  vehicle. 

One  designed  to  relieve  a  little  of  that 
cabin  pressure. 
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Annual  Directory 


Publishing  of  lists  ranking  big 
companies  by  size  has  become  a  rite  of 
spring,  and  rightly  so.  Americans  are 
obsessed  with  competition  in  the 
marketplace.  What  is  the  biggest  out- 
fit? The  most  profitable?  The  fastest 
growing?  Which  are  the  winners  and 
which  the  losers?  These  lists  keep 
score,  some  better  than  others. 

Since  1969  the  Forbes  500s  Annual 
Directory  has  been  ranking  America's 
largest  corporations  four  different 
ways:  by  sales,  profits,  assets  and  mar- 
ket value.  We  do  this  because  we  feel 
that  no  single  yardstick  does  justice  to 


Making  the  500s 

Sales 

1980 
1990 

999 

1,515 

Square  D 

Boatmen's  Bancshares 

Net  profits 

1980 
1990 

52.6 
67.0 

Consolidated  Papers 
Wilmington  Trust 

Assets 

1980 
1990 

1,588 
2,693 

Kidde 
Odgen 

Market  value 

1980 
1990 

485 
1,072 

Southland 
Bethlehem  Steel 

All  figures  are  in  millions  of  dollars. 


The  minimum  cutoffs  and  last-ranked 
firms  now  and  a  decade  ago. 


corporations.  As  a  result,  its  list, 
which  considers  only  sales,  excludes 
such  giants  as  AT&T,  ual,  McDon- 
ald's, Microsoft,  Con  Edison  and 
Walt  Disney,  none  of  which  is  deemed 
to  be  "industrial."  On  the  other 
hand,  apparel  maker  Liz  Claiborne  is 
"industrial"  and  makes  Fortune's  list. 
But  Nike,  with  greater  sales  as  well  as 
profits,  doesn't.  Among  media  con- 
cerns, Gannett  is  on  but  CBS  is  not. 
And  so  on. 

With  much  of  corporate  America 
excluded,  the  "industrial"  list  reaches 
down  into  middle -market  companies. 


the  question  of  size.  In  terms  of  sales,  Super  Food  Services,  The  company  ranked  500  on  the  Fortune  list,  Guilford 

a  Dayton,  Ohio  grocery  wholesaler,  is  a  giant,  but  it  is  puny  Mills,  has  revenues  of  only  $546  million,  and  doesn't 

by  any  other  measure.  If  ranked  on  assets  alone,  important  qualify  for  any  of  our  lists.  Our  sales  list  starts  at  revenues  of 

manufacturers  would  be  squeezed  our  by  medium-size  $1.5  billion  for  the  number  500  company, 

savings  and  loans.  A  list  that  looked  only  at  profits  would  Some  companies  are  big  in  terms  of  sales,  profits,  assets 


exclude  several  major  cor- 
porations that  lost  money 
in  1990,  such  as  General 
Dynamics  and  General  Mo- 
tors. A  market  value  list 
leaves  off  corporations  such 
as  Unisys,  ltv,  Manville, 
Navistar  International  and 
Owens-Corning,  all  big 
companies  and  all  of  them 
included  on  one  or  more  of 
our  other  three  rankings. 

There  are  other  ways  to 
wrestle  with  the  size  prob- 
lem. One  approach  is  to  use 
sales  alone  as  the  criterion, 
and  then  arbitrarily  rule 
that  certain  kinds  of  com- 
panies can't  be  on  the  list. 
This  is  what  Fortune  maga- 
zine does  in  its  list  of  the 
500  largest  U.S.  industrial 
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How  the  numbers  are  calculated 


To  qualify  for  a  Forbes 
500  listing,  a  company 
must  be  publicly  traded  as 
of  Mar.  22,  1991.  It  must 
be  U.S. -based  and  one  of 
the  500  largest  firms  by 
sales,  net  profits,  assets  or 
market  value.  If  a  corpora- 
tion is  consolidated  by 
another  Forbes  500  com- 
pany, Forbes  ranks  only 
the  parent. 

Fiscal  year-end  results 


ary.  For  all  other  firms, 
sales,  profits  and  cash 
flow  are  for  the  latest  12 
months.  Market  value  is 
based  on  the  stock  price  on 
Mar.  22. 

Operating  revenues  are 
used  for  sales.  For  banks 
this  includes  gross  inter- 
est income  plus  other  oper- 
ating income.  Net  profit 
excludes  extraordinary 
items  but  includes  earn- 


are  used  for  companies  with  ings  from  discontinued  op- 

fiscal  years  ending  in  De-  erations.  Cash  flow  is  net 

cember  and  January  and,  profits  plus  depreciation 

where  available,  Febru-  and  amortization. 


and  market  value.  The  larg- 
est of  these  are  shown  on 
page  164  as  the  Super  50. 
On  this  basis,  General  Elec- 
tric is  this  year's  heavy- 
weight champ  by  dint  of 
ranking  fifth  in  sales,  third 
in  profits,  fourth  in  assets 
and  fourth  in  market  value. 
Last  year's  Super  50  title 
holder,  General  Motors, 
was  knocked  out  of  conten- 
tion when  it  reported  al- 
most $2  billion  in  losses 
for  1990. 

On  page  165  we  provide 
a  quick  look  at  bigness  from 
a  global  perspective.  With 
the  cooperation  of  Raye 
Dube  at  Morgan  Stanley 
Capital  International  Per- 
spective, we  put  together 

163 


THE  FORBES  SOO 


The  Super  50 


Rank  Company/headquarters 

1990  1989 


1  2  General  Electric/Fairiieid,  CT 

2  3  Exxon/Irving,  TX 

3  4  IBM/Armonk,  NY 

4  6  Philip  Morris  Cos/New  York,  NY 

5  7  American  Tel  &  Tel/New  York,  NY 

6  8  Mobil/Fairfax,  VA 

7  43  Chevron/San  Francisco.  CA 

8  9  El  du  Pont  de  Nemours/Wilmington,  DE 

9  5  Ford  Motor/Dearborn,  Ml 

10  12  Amoco/Chicago,  IL 

11  10  Sears,  Roebuck/Chicago,  IL 

12  16  American  Intl  Group/New  York,  NY 

13  13  GTE/Stamford,  CT 

14  15  Texaco/White  Plains,  NY 

15  21  Federal  Natl  Mortgage/Washington,  DC 

16  14  BellSouth/Atlanta,  GA 

17  19  Procter  &  Gamble/Cincinnati,  OH 

18  18  Atlantic  Richfield/Los  Angeles,  CA 

19  17  Dow  Chemical/Midland,  Ml 

20  22  Bell  Atlantic/Philadelphia,  PA 

21  35  Boeing/Seattle,  WA 

22  28  BankAmerica/San  Francisco,  CA 

23  29  PepsiCo/Purchase,  NY 

24  23  in/New  York,  NY 

25  24  Nynex/New  York,  NY 

26  39  Wal-Mart  Stores/Bentonville,  AR 

27  34  Eastman  Kodak/Rochester,  NY 

28  11  American  Express/New  York,  NY 

29  ■  JP  Morgan  &  Co/New  York,  NY 

30  30  Ameritech/Chicago,  IL 

31  32  US  West/Englewood,  CO 

32  26  Loews/New  York,  NY 

33  27  Aetna  Life  &  Cas/Hartford,  CT 

34  31  Pacific  Telesis/San  Francisco,  CA 

35  36  Southwestern  Bell/St  Louis,  MO 

36  25  USX/Pittsburgh,  PA 

37  42  Minn  Mining  &  Mfg/St  Paul,  MN 

38  ■  Kmart/Troy,  Ml 

39  38  Pacific  G&E/San  Francisco,  CA 

40  44  United  Technologies/Hartford.  CT 

41  20  Citicorp/New  York,  NY 

42  ■  Bristol-Myers  Squibb/New  York,  NY 

43  49  Hewlett-Packard/Palo  Alto,  CA 

44  ■  Johnson  &  Johnson/New  Brunswick,  Ml 

45  50  Coca-Cola/Atlanta,  GA 


46              48 

Southern  Co/Atlanta,  GA 

47              41 

Tenneco/Houston,  TX 

48               ■ 

International  Paper/Purchase,  NY 

49              40 

JC  Penney/Dallas,  TX 

50                ■ 

SCEcorp/Rosemead,  CA 

Not  on  Super  50  list 

n  1989. 
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Saies 

Where  they  rank 

Profits         Assets 

Market 

Sales 
($mil) 

Profits 
($mil) 

Assets 

($mil) 

Market 
Value 

3 

Value 

($mil) 

5 

4 

4 

-58,414 

4,303.0 

153,884 

57,844 

2 

2 

13 

\< 

105,519 

5,010.0 

87,707 

72,084 

4 

1 

14 

3 

69,018 

6,020.0 

87,568 

63,784 

8 

4 

31 

2 

44,323 

3.540.0 

46,569 

64,357 

13 

5 

35 

9 

37.285 

2,735.0 

43,775 

35,923 

6 

8 

36 

16 

57.819 

1,929.0 

41,665 

25,821 

11 

7 

42 

13 

38,607 

2,157.0 

35,089 

27,367 

10 

6 

41 

18 

39.709 

2,310.0 

38,128 

24,449 

3 

39 

3 

35 

97.6'? 

860.1 

173,611 

15,425 

17 

9 

52 

14 

28,010 

1,913.0 

32,209 

27,232 

7 

37 

10 

45 

55,972 

902.0 

96,253 

11,195 

38 

17 

22 

24 

15,702 

1,442.3 

58,143 

19,227 

31 

15 

46 

19 

18,374 

1,541.0 

33,769 

21,295 

9 

16 

70 

31 

40,899 

1,450.0 

25,975 

16,588 

53 

27 

6 

43 

12,720 

1,173.4 

133,113 

11,687 

42 

14 

57 

17 

14,345 

1,631.5 

30,207 

25,545 

19 

12 

88 

11 

25,848 

1,733.0 

20,607 

28,523 

33 

13 

76 

20 

18.008 

1,688.0 

23,864 

21,196 

26 

19 

75 

40 

19.773 

1,384.0 

23,953 

12,892 

58 

21 

62 

23 

12,298 

1,312.5 

27,999 

19.660 

18 

18 

113 

32 

27.595 

1,385.0 

14,591 

16,409 

57 

38 

7 

81 

12,323 

877.0 

110,728 

7,201 

35 

31 

102 

15 

17,803 

1,076.9 

17.143 

25,930 

24 

35 

30 

95 

20,604 

958.0 

49,043 

6,194 

46 

36 

67 

37 

13,592 

949.4 

26,651 

14,407 

14 

23 

152 

5 

32,742 

1,291.0 

11,389 

42,413 

29 

54 

74 

39 

18,908 

703.0 

24,121 

13,995 

20 

133 

5 

41 

24,332 

338.0 

137.682 

12.889 

78 

48 

11 

67 

10,465 

775.0 

93.103 

8,354 

77 

24 

86 

27 

10,663 

1,253.8 

21,715 

17,810 

87 

26 

65 

36 

9,957 

1.198.9 

27,050 

15,408 

62 

44 

44 

79 

11,799 

804.7 

34,736 

7,315 

28 

60 

12 

133 

19,021 

614.1 

89,301 

4,900 

89 

32 

87 

30 

9,716 

1.030.0 

21,581 

16,877 

93 

30 

83 

33 

9,113 

1,101.4 

22,195 

16,232 

27 

43 

101 

74 

19,326 

8180 

17,268 

7,699 

50 

22 

156 

25 

13,021 

1,308.0 

11,079 

19,180 

15 

50 

119 

72 

32,339 

756.2 

13,899 

7,994 

90 

33 

85 

48 

9,470 

987.2 

21,958 

10,833 

23 

51 

107 

107 

21,442 

750.6 

15,918 

5,694 

12 

141 

1 

139 

38,385 

318.0 

216,986 

4,711 

80 

11 

197 

7 

10,300 

1,748.0 

9,215 

40,009 

47 

49    . 

155 

44 

13,538 

771.0 

11.126 

11,682 

70 

28 

190 

10 

11,232 

1,143.0 

9,506 

30,446 

81 

20 

193 

8 

10.236 

1.381.9 

9,278 

36.085 

110 

62 

81 

62 

7,975 

604.0 

22,866 

8.838 

41 

69 

93 

116 

14,511 

561.0 

19,034 

5,367 

51 

66 

121 

89 

12,960 

569.0 

13,669 

6,569 

36 

64 

134 

99 

16,365 

577.0 

12,325 

6,018 

124 

47 

99 

64 

7,199 

7864 

17,477 

8,549 

Porbd  ■  Apnl 

2«>,  L99 

The  grand  totals 

Category 

1990 
total 

Change 
over 
1989 

5-year 

growth 

rate 

Sales  500 
Profits  500 
Assets  500 
Market  Value  500 

$3.5  trillion 
171  billion 
7.4  trillion 
2.6  trillion 

7.8% 
-5.9 
4.8 
10.1 

6.0% 
6.5 
7.7 
9.9 

Total  employment  of 
500s  companies 

20.6  million 

1.4 

-0.6 

For  the  second  consecutive  year,  employment  among 
Forbes  500s  companies  climbed.  Total  1990  revenues  of  the 
Sales  500  list  are  7.8%  larger  than  in  1989.  But  total  profits 
were  off  again  for  the  second  year  in  a  row. 


lists  showing  the  ten  biggest  companies  in  the  world  as 
measured  by  each  of  our  four  criteria.  The  highest-ranked 
U.S.  corporations  are  IBM,  which  places  second  on  an 
international  profits  list  with  earnings  of  $6  billion,  and 
Exxon,  which  ranks  second  on  a  market  value  list  with  $72 
billion.  Earnings  of  $6.5  billion  make  Royal  Dutch/Shell 
Group  the  world's  most  profitable  company.  Four  Ameri- 
can firms  ranked  in  the  top  ten  in  both  the  profits  and 


market  value  tables.  No  U.S.  company  qualifies  for  a 
position  on  the  Assets  Ten. 

As  a  group,  the  776  companies  that  make  one  or  more  of 
our  500s  lists  employ  20.6  million  workers,  have  sales  of 
$3.7  trillion,  have  a  market  value  of  $2.7  trillion,  control  a 
combined  $7.8  trillion  in  assets  and  earned  $154  billion 
last  year.  The  Forbes  500s  rankings,  starting  with  sales, 
begin  on  page  168. 


The  biggest  companies  in  the  world 

Rank      Company                                 Country 

$  million 

Rank 

Company 

Country 

$  million 

Sales 

1  Sumitomo  Corp                          Japan 

2  C  Itoh  &  Co  Ltd                          Japan 

3  Mitsui  &  Co  Ltd                          Japan 

4  Marubeni  Corp                           Japan 

5  Mitsubishi  Corp                         Japan 

Assets 

$166,369 
154,590 
143,625 
138,151 
136,369 

1 
2 
3 
4 
5 

Dai-lchi  Kangyo  Bank  Ltd 
Sumitomo  Bank  Ltd 
Fuji  Bank  Ltd 
Sanwa  Bank  Ltd 
Mitsubishi  Bank  Ltd 

Japan 
Japan 
Japan 
Japan 
Japan 

$472,223 
470,699 
469,086 
450,180 
410,815 

6  General  Motors                          USA 

7  Nissho  Iwai  Corp                        Japan 

8  Royal  Dutch/Shell  Group             Netherlands/UK 

9  Exxon                                       USA 
10         Ford  Motor                                USA 

124,705 
113,686 
106,479 
105,519 
97,650 

6 
7 
8 
9 
10 

Industrial  Bank  of  Japan  Ltd 
Tokai  Bank  Ltd 
Barclays  Pic 

Mitsui  Taiyo  Kobe  Bank  Ltd 
Bank  of  Tokyo  Ltd 

Japan 

Japan 

UK 

Japan 

Japan 

331,326 
285,843 
241,210 
237,981 
234,771 

Profits 

Market  Value 

1  Royal  Dutch/Shell  Group             Netherlands/UK 

2  IBM                                         USA 

3  Exxon                                       USA 

4  General  Electric                         USA 

5  Philip  Morris  Cos                        USA 

$6,533 
6,020 
5,010 
4,303 
3,540 

1 

2 
3 
4 
5 

Nippon  Telegraph  &  Telephone 

Exxon 

Royal  Dutch/Shell  Group 

Philip  Morris  Cos 

IBM 

Japan 

USA 

Netherlands/UK 

USA 

USA 

$120,091 
72,084 
70,938 
64,357 
63,784 

6  Daimler-Benz  Group                   Germany 

7  Britisji  Telecommunications  Pic   UK 

8  Toyota  Motor  Corp                      Japan 

9  British  Petroieum  Co  Pic              UK 
10         Fiat  Group                                Italy 

3,420* 

3,285 

3,257 

3,176 

2,897 

6 
7 
8 
9 
10 

Industrial  Bank  of  Japan  Ltd 
General  Electric 
Fuji  Bank  Ltd 
Sumitomo  Bank  Ltd 
Dai-lchi  Kangyo  Bank  Ltd 

Japan 

USA 

Japan 

Japan 

Japan 

58,920 
57,844 
55,927 
53,568 
52,513 

*1989  result. 

Sources:  Morgan  Stanley  Capital  International  Perspective;  Forbes. 
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7/je  Cosfa  Rican  glass  frog  has  a  transparent  body  that  does 
not  reflect  in  water.  This  makes  it  invisible  to  fs  enemies 
Schott's  "Amiran"  non- reflective  glass  for  display  windows  is 
just  about  as  invisible.  Unlike  regular  glass,  it  eliminates 
distracting  reflections. 


The  best  way  to  make  yourself 
inconspicuous  is  to  simply  disap- 
pear —  a  trick  that  the  glass  frog 
masters  to  perfection. 
The  glass  frog  lives  in  Cen- 
tral America  and  fully  lives  up  to  its 
name.  Its  body  is  so  transparent 
that  almost  all  of  its  organs  are 
visible.  A  slight  greenish  tint  lets 
it  blend  almost  perfectly  into  the 
environment.  And  for  a  final 
disappearing  act,  the  glass  frog 


makes  use  of  light  refraction. 
When  it  dives  into  the  water  its 
enemies  can't  see  it. 

Thanks  to  "Amiran"  non- 
reflective  glass,  display  windows 
can  be  invisible  too.  Unlike  regular 
glass,  "Amiran"  special  glass  for 
display  windows  eliminates  dis- 
tracting reflections,  which  means 
it's  almost  totally  invisible.  So 
there's  nothing  to  detract  from 
the  merchandise  on  display. 


mat 


at  you  don't  see. 


A  special  technique  devel- 
oped by  Schott  is  what  gives 
shoppers  such  a  clear  view. 
Both  sides  of  a  glass  pane  are 
coated  with  thin  interference 
layers.  As  a  result,  "Amiran" 
reduces  the  reflection. 

"Amiran",    available   from 

Schott  America,  is  just  one  exam- 
ple of  how  Schott's  innovative 
development  responds  to  speci- 
fic   needs.     In    today's    world, 


Write  to:  Schott  Corporation, 
Department  F  34,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


special  glass  helps  keep  tech- 
nology advancing. 

Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass?     Nobody  knows  more  about  glass. 


H  SCHOTT 


America's  biggest  corporations  were  hard- 
pressed  to  maintain  their  profit  margins  in  1990, 
but  aggregate  revenues  of  the  500  companies 
with  the  most  sales  climbed  nearly  8%. 


f    1 

Despite  a  slowdown  in  the  second  half  of  1990,  the     Marion  Laboratories  with  Dow  Chemical's  Merrell  Dow 

Forbes  Sales  500  companies  grossed  total  revenues  of     Pharmaceuticals  subsidiary. 

almost  $3.5  trillion.  This  was  a  7.8%  increase  over  1989.  Sales  list  newcomer  Oryx  Energy,  the  U.S.'  rapidly 

Sales  at  General  Motors,  for  all  its  problems  still  the      expanding  natural  gas  and  crude  oil  producer,  turned  in  a 

world's  largest  automaker,  came  to  just  under  $125      70%  increase  in  revenues.  Sales  climbed  62%  at  jwp  Inc.,  a 

billion,  off  2%  from  its  record  $127  billion  in  1989.  At     technical   services  company,  while   recent  acquisitions 

helped  Crown  Cork  &  Seal  produce  a 
61%  gain.  Intelligent  Electronics, 
which  distributes  microcomputer  sys- 
tems and  trades  over-the-counter, 
just  makes  it  onto  this  year's  Sales  500 
list  at  number  496,  with  a  58%  sales 
increase,  to  $1.5  billion. 

The  laggards?  In  the  midst  of  a 
restructuring,  Control  Data's  sales 
dropped  more  than  42%,  to  $1.7  bil- 
lion. CalFed  has  been  hurt  by  the 


Chrysler  sales  fell  12%,  to  $31  billion. 
Ford  eked  out  a  1.6%  sales  gain,  to 
$98  billion,  but  slipped  from  second 
to  third  place  on  our  list,  behind 
Exxon.  Benefiting  from  the  uptick  in 
world  oil  prices,  Exxon  sold  over 
$105  billion  of  its  products  world- 
wide. In  fact,  all  five  oil  companies 
ranked  in  the  top  20  position  showed 
significant  sales  increases,  ranging 
from  15%  (Mobil)  to  31%  (Chevron). 


Rank 

Company 

Sales 

% 

1990  1989 

($mil) 

change 

1       1 

General  Motors 

124,705 

-1.8 

2       3 

Exxon 

105,519 

21.8 

3       2 

Ford  Motor 

97,650 

1.6 

4       4 

IBM 

69,018 

10.1 

5       5 

General  Electric 

58,414 

7.0 

Many  big  banks,  insurance  companies  such  as  Travelers  slump  in  commercial  real  estate;  its  revenues  are  off  by 
Corp.,  Transamerica,  USF&G  and  Reliance  Group,  and  30%.  Last  year  Ames  Department  Stores  was  a  big  win- 
brokerage  houses  such  as  Merrill  Lynch  and  Salomon  Inc.  ner — sales  jumped  136%.  But  Ames  bungled  its  1988 
suffered  drops  in  revenues.  An  exception  was  Citicorp,  acquisition  of  Zayre's  discount  stores  and  filed  for  Chapter 
which  managed  a  1%  increase.  11  bankruptcy  protection  last  spring.  It  is  now  number 

The  companies  with  the  greatest  revenue  gains  were  236  on  the  Sales  500  rankings,  down  from  166  last  year, 

both   recendy  merged   drug   companies.    Revenues   at  Other  dropouts  from  our  1990  list  include  Fund  Amcri- 

Rhone-Poulenc  Rorer  are  147%  higher  than  they  were  for  can  Cos.,  First  Executive  Corp,  Interco,  Zenith  Electron- 

Rorer  Group  last  year.  Sales  rose  128%  at  Marion  Merrell  ics,  Great  American  Bank,  the  Washington  Post  Co.  and 

Dow,  an  outfit  created  by  the  December  1989  merger  of  First  City  Bancorporation  of  Texas. 


Winners 

Rank 

Company 

Sales 

% 

1990 

1989 

($mil) 

change 

301 

■ 

Rhone-Poulenc  Rorer 

2,917 

146.8 

355 

■ 

Marion  Merrell  Dow 

2,462 

128.4 

419 

■ 

Oryx  Energy 

1,940 

70.2 

307 

436 

JWP 

2,827 

62.3 

280 

413 

Crown  Cork  &  Seal 

3,072 

60.9 

■  Not  on  500  list  in  1989. 

Losers 

Rank 

Company 

Sales 

% 

1990 

1989 

($mil) 

change 

465 

286 

Control  Data 

1,691 

-42.4 

393 

269 

CalFed 

2,164 

-30.2 

236 

166 

Ames  Dept  Stores 

3,753 

-29.1 

455 

344 

Armco 

1,735 

-28.4 

370 

258 

Columbia  Gas  System 

2,358 

-26.4 

68 
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Cartier.  The  Panther  Watch 


C1989  CARTIER.  INC 


Sensual,  sleek,  with 
the  noblest  of  pedigrees, 
the  Panther"  watch 
by  Cartier. 

18  Karat  gold,  extra-slim 
contoured  case,  water- 
resistant,  intricately 
linked  bracelet  with 
folding  buckle  and 
concealed  clasp,  cartier's 
symbolic  feline  here 
interpreted  with 
boldness  and  grace. 

Resolutely 
contemporary. 
The  Panther  watch. 
Time  held  in  willing 
captivity. 


Cartier 


THE   ART   OF   BEING   UNIQUE 


AVAILABLE  AT  ALL  CARTIER  BOUTIQUES 

BAL  HARBOUR  ■  BEVERLY  HILLS  ■  BOSTON  •  CHEVY  CHASE  ■  CHICAGO  ■  COSTA  MESA  •  DALLAS  ■  FORT  LAUDERDALE  ■  HONOLULU  ■  HOUSTON  •  LAS  VEGAS 

LOS  ANGELES  ■  MONTREAL  •  NEW  YORK  •  PALM  BEACH  •  SAN  FRANCISCO  •  SAN  JUAN  •  ST.  THOMAS  ■  TORONTO  ■  VAIL  •  VANCOUVER  ■  WASHINGTON,  D.C. 

ALSO  AVAILABLE  AT  AUTHORIZED  FINE  JEWELERS  ACROSS  THE  U.S.A. 


'J.I  IT, 


THE  FORBES  SOO 


Rank 

Company    Sales 

% 

1990  1989 

($mi!) 

change 

6       7 

Mobil    57,819 

15 1 

7       6 

Sears,  Roebuck   55,972 

4.0 

8       8 

Philip  Morris  Cos   44,323 

13.6 

9      13 

Texaco   40,899 

26.2 

10      11 

El  du  Pont   39,709 

12.8 

11 

15 

Chevron 

38,607 

31.1 

12 

9 

Citicorp 

38,385 

1.1 

13 

10 

American  Tel  &  Tel 

37,285 

3.2 

14 

16 

Wal-Mart  Stores 

32,742 

26.3 

15 

14 

Kmart 

32,339 

8.5 

16  12  Chrysler  30,620  -12.3 

17  18  Amoco  28,010  16.9 

18  21  Boeing  27,595  36.1 

19  19  Procter  &  Gamble  25,848  14.3 

20  17  American  Express  24,332  -2.9 

21  20  American  Stores  22,156  0.7 

22  22  Occidental  Petroleum  21,694  8.1 

23  25  United  Technologies  21,442  9.8 

24  23  in  20,604  2.7 

25  26  Kroger  20,261  6.1 


26 

29 

Dow  Chemical 

19,773 

12.3 

27 

30 

USX 

19,326 

10.2 

28 

24 

Aetna  Life  &  Cas 

19,021 

-3.3 

29 

27 

Eastman  Kodak 

18,908 

2.8 

30 

37 

ConAgra 

18,696 

29.2 

31  31  GTE  18,374  5.5 

32  33  Cigna  18,164  16.0 

33  34  Atlantic  Richfield  18,008  17.3 

34  28  Xerox  17,973  1.9 

35  35  PepsiCo  17,803  16.8 

36  32  JC  Penney  16,365  1.6 

37  36  McDonnell  Douglas  16,255  11.4 

38  38  American  Intl  Group  15,702  11.0 

39  ■  Safeway  14,874  3.8 

40  42  Dayton  Hudson  14,739  8.0 


41 

39 

Tenneco 

14,511 

3.0 

42 

40 

BellSouth 

14,345 

2.5 

43 

■ 

RJR  Nabisco 

13,879 

8.7 

44 

41 

Chase  Manhattan 

13,672 

-1.7 

45 

48 

Phillips  Petroleum 

13,603 

9.8 

46 

43 

Nynex 

13,592 

2.9 

47 

49 

Hewlett-Packard 

13,538 

9.7 

48 

75 

Enron 

13,165 

33.9 

49 

44 

Digital  Equipment 

13,072 

1.0 

50 

51 

Minn  Mining  &  Mfg 

13,021 

8.6 

51 

57 

International  Paper 

12,960 

13.9 

52 

45 

Westinghouse 

12,915 

0.6 

53 

54 

Fed  Natl  Mortgage 

12,720 

10.1 

54 

55      46 


56 
57 
58 
59 
60 


Georgia-Pacific 
Rockwell  Intl 


12,665 
12,432 


52 
56 

55 
53 
50 


24.5 
-0.8 


Allied-Signal 

12,343 

3.4 

BankAmerica 

12,323 

8.2 

Bell  Atlantic 

12,298 

7.4 

Sara  Lee 

12,184 

3.7 

Fleming  Cos 

11.933 

-0.9 

hit  in  1989. 

Rank 
1990  1989 


Company    Sales       % 
($mil)   change 


61 

76 

Sun  Co 

11,812 

20.5 

62 

61 

Loews 

11,799 

10.6 

63 

65 

AMR 

11,720 

11.8 

64 

102 

Time  Warner 

11,517 

50.7 

65 

62 

Super  Valu  Stores 

11,515 

4.7 

66 

60 

Caterpillar 

11,436 

2.8 

67 

59 

Great  A&P  Tea 

11,391 

2.2 

68 

47 

Travelers 

11,314 

-9.7 

69 

64 

Goodyear 

11,273 

3.7 

70 

78 

Johnson  &  Johnson 

11,232 

15.1 

71 

58 

Merrill  Lynch 

11,213 

-1.1 

72 

77 

UAL 

11,037 

12.7 

73 

71 

Unocal 

10,945 

8.8 

74 

80 

Motorola 

10,885 

13.1 

75 

84 

Anheuser-Busch  Cos 

10,744 

13.3 

76 

63 

Alcoa 

10,710 

-1.8 

77 

67 

Ameritech 

10,663 

4.4 

78 

66 

JP  Morgan  &  Co 

10,465 

0.7 

79 

73 

Security  Pacific 

10,327 

3.1 

80 

85 

Bristol-Myers  Squibb 

10.300 

12.1 

81 

87 

Coca-Cola 

10,236 

14.2 

82 

72 

General  Dynamics 

10,173 

1.3 

83 

70 

Unisys 

10,111 

0.1 

84 

81 

May  Dept  Stores 

10,066 

4.8 

85 

83 

Winn-Dixie  Stoies 

9.963 

5.0 

86 

74 

Lockheed 

9,958 

0.7 

87 

79 

US  West 

9,957 

2.8 

88 

88 

Woolworth 

9,789 

11.0 

89 

82 

Pacific  Telesis 

9,716 

1.3 

90 

93 

Pacific  G&E 

9,470 

10.3 

91 

96 

Coastal  Corp 

9.381 

13.4 

92  89  Raytheon  9,268  5.4 

93  91  Southwestern  Bell  9,113  4.4 

94  69  Weyerhaeuser  9,024  -10.7 

95  92  Monsanto  8,995  3.6 

96  86  Salomon  8,946  -0.6 

97  99  Ashland  Oil  8,731  8.5 

98  94  Delta  Air  Lines  8,707  1.6 

99  105  Melville  8,687  15.0 
100  98  Lincoln  National  8,443  4  5 


101 

100 

Archer  Daniels 

8.388 

8.3 

102 

106 

United  Telecom 

8,345 

10.5 

103 

104 

McKesson 

8,337 

10.0 

104 

115 

American  Brands 

8,270 

13.8 

105 

111 

Albertson's 

8,219 

10.7 

106 

101 

CSX 

8,205 

5.9 

107 

113 

TRW 

8,169 

11.3 

108 

112 

Baxter  International 

8,100 

9.5 

109 

97 

Chemical  Banking 

7,987 

-2.6 

110 

108 

Southern  Co 

7,975 

6.4 

111  116  Bankers  Trust  NY  7,919  9.1 

112  110  Textron  7,918  6.4 

113  114  Sysco  7,863  7.3 

114  117  Emerson  Electric  7,728  104 

115  95  Mfrs  Hanover  7,695  -7.3 


Rank 

Company 

Sales 

% 

1990  1989 

($mil) 

change 

116    122 

Federal  Express 

7,688 

13.6 

117     131  MCI  Communications 

7,680 

18.7 

118.  109 

Deere  &  Co 

7,678 

2.5 

119     127 

Merck 

7,672 

17.1 

120     107 

Marriott 

7,646 

1.5 

121     103 

Borden 

7,633 

0.5 

122      90 

Union  Carbide 

7,621 

-0.4 

122 

90 

Union  Carbide 

7.621 

-0.4 

123 

125 

Fluor 

7,328 

8.8 

124 

118 

SCEcorp 

7,199 

4.3 

125 

119 

Ralston  Purina 

7.177 

4.6 

126 

135 

General  Mills 

7,032 

13.8 

127 

130 

Union  Pacific 

6.964 

73 

128 

157 

Amerada  Hess 

6,948 

24.3 

129 

155 

Halliburton 

6,926 

22.4 

130 

123 

Pacific  Enterprises 

6,923 

2.4 

131 

124 

Amer  Home  Prods 

6,775 

0.4 

132 

139 

WR  Grace 

6.754 

10.5 

133 

121 

Transamerica 

6,703 

-1.9 

134 

136 

NCNB 

6,682 

8.6 

135 

142 

McDonald's 

6.640 

9.5 

136 

137 

Whirlpool 

6,623 

53 

137 

129 

Texas  Instruments 

6,567 

0.7 

138 

133 

USAir  Group 

6,559 

4.9 

139 

144 

HJ  Heinz 

6,503 

8.0 

140 

164 

Lyondell  Petrochem 

6,495 

21.2 

141 

151 

Kimberly-Clark 

6,407 

11.8 

142 

154 

Pfizer 

6,406 

13.0 

143 

145 

Campbell  Soup 

6,325 

5.4 

144 

143 

Honeywell 

6,309 

4.1 

145 

134 

FPL  Group 

6,289 

1.8 

146  146  NCR  6,285  5.5 

147  126  Continental  Airlines  6,231  -6.8 

148  175  Cooper  Industries  6,222  21.3 

149  158  Walgreen  6,201  11.6 

150  153  Primerica  6,194  8.8 

151  162  Abbott  Laboratories  6,159  14  5 

152  132  LTV  6,138  -3.5 

153  148  Martin  Marietta  6,126  5.7 

154  182  Walt  Disney  6,048  25.0 

155  194  Waste  Management  6,034  35.3 

156  138  Reynolds  Metals  6,022  -2.0 

157  150  PPG  Industries  6,021  50 

158  128  First  Interstate  Bncp  5,934  -9.4 

159  147  Morgan  Stanley  5,870  0  7 

160  156  Wells  Fargo  5,843  34 


161 

176 

CPC  International 

5,781 

13.3 

162 

165 

Stone  Container 

5,756 

8.0 

163 

163 

Apple  Computer 

5,741 

6.9 

164 

160 

Consolidated  Edison 

5,739 

3.4 

165 

140 

Continental  Corp 

5,706 

-6.1 

166 

159 

First  Chicago 

5,693 

2.6 

167 

180 

Colgate-Palmolive 

5,691 

12.9 

168 

173 

Price  Co 

5,632 

9.3 

169 

120 

Bank  of  Boston 

5,598 

-17  3 

170 

170 

Wetterau 

5,588 

// 

170 


Forbcsi  April  :i>,  1991 


\^^M 


U.S. Trust®  has  a  138-year  history  of  preserving  and  growing  assets  and  is 

i 
one  of  the  best  capitalized  U.S.  financial  institutions.  If  you're  seeking 


an  investment  manager,  custodian  or  private  bank  with  a  reputation  for 

quality,  call  Brian  Keeney,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 
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Xew  York  Palm  Beach  Boca  Raton 


Dallas 


Los  Angeles 


bHLtb 


THE  FORBES  500 


Rank 
1990  1989 


Company    Sales       % 
($mil)   change 


Rank 
1990  1S89 


Company 


Sales 
($mil) 


% 
change 


171 

186 

Food  Lion 

5,584 

18.4 

226 

227 

Fleet/Norstar  Finl 

3,933 

7.5 

172 

185 

Toys  'R'  Us 

5,510 

15.1 

227 

244 

Paramount  Commun 

3,922 

13.2 

173 

168 

Northrop 

5,490 

4.6 

228 

266 

Intel 

3,921 

25.4 

174 

141 

James  River  Corp  Va 

5,416 

-10.8 

229 

232 

Pan  Am 

3,918 

11.8 

175 

181 

Capital  Cities/ABC 

5,386 

8.6 

230 

206 

Inland  Steel  Inds 

3,870 

-6.7 

176 

179 

Scott  Paper 

5,356 

5.7 

231 

285 

Tyson  Foods 

3,826 

30.3 

177 

169 

Vons  Cos 

5,334 

2.2 

232 

304 

Home  Depot 

3,815 

38.3 

178 

161 

Bank  of  New  York 

5,333 

-3.0 

233 

207 

Navistar  Intl 

3,810 

-7.4 

179 

■ 

C&S/Sovran 

5,310 

4.5 

234 

214 

AMAX 

3,788 

-2.7 

180 

152 

Quaker  Oats 

5,296 

7.6 

235 

224 

PacifiCorp 

3,783 

1.8 

180 

152 

Quaker  Oats 

5,296 

7.6 

181 

149 

Commonwealth  Ed 

5,262 

-8.5 

182 

195 

Humana 

5,261 

18.4 

183 

189 

Limited 

5,254 

13.0 

184 

172 

Dana 

5,225 

1.3 

185 

204 

Eli  Lilly 

5,192 

24.3 

186 

188 

Kellogg 

5,181 

11.4 

187 

174 

American  Electric 

5,167 

0.5 

188 

177 

Ryder  System 

5,162 

1.8 

189 

178 

Litton  Industries 

5,155 

1.6 

190 

171 

Champion  Intl 

5,090 

-1.4 

191  167  Bethlehem  Steel  4,899  -6.7 

192  190  PNC  Financial  4,880  5.1 

193  229  Black  &  Decker  4,832  51.5 

194  198  Dun  &  Bradstreet  4,818  11.5 

195  184  Pub  Svc  Enterprise  4,800  -0.1 

196  196  HFAhmanson  4,778  9.3 

197  191  Mead  4,772  3.5 

198  211  Dresser  Industries  4,706  18.2 

199  203  Warner-Lambert  4,687  11.7 

200  192  Burlington  Northern  4,674  1.5 

201  200  Tandy  4,648  8.5 

202  193  Norfolk  Southern  4,617  18 

203  205  Bergen  Brunswig  4,610  10.8 

204  213  Johnson  Controls  4,582  17.7 

205  183  American  Cyanamid  4,570  -5.3 

206  199  Texas  Utilities  4,543  5.1 

207  187  USF&G  4,535  -3.1 

208  201  American  General  4,481  6.0 


209 

256 

Costco  Wholesale 

4,420 

35.8 

210 

202 

Alco  Standard 

4,361 

3.8 

211 

218 

Gillette 

4,345 

13.8 

212 

240 

Household  Intl 

4,320 

23.8 

213 

217 

Chiquita  Brands  Intl 

4,273 

11.8 

214 

208 

Chubb 

4,247 

5.6 

215 

216 

Gt  Western  Financial 

4,212 

10.1 

216 

221 

Consol  Freightways 

4,209 

11.9 

217 

197 

Boise  Cascade 

4,186 

-3.5 

218 

219 

Houston  Industries 

4,179 

10.3 

219 

251 

First  Union 

4,069 

22.8 

220 

215  Coca-Cola  Enterprises 

4,034 

3.9 

221 

220 

St  Paul  Cos 

4,005 

5.7 

222 

■ 

Federal  Home  Loan 

3,999 

5.5 

223 

238 

Grumman 

3,990 

13.8 

224 

223 

Entergy 

3,982 

6.9 

225 

275 

American  Petrofina 

2978 

31.0 

■  Not 

on  500  list  in  1989. 

236  166 

237  222 

238  212 

239  245 

240  246 

241  248 

242  209 

243  272 

244  241 

245  228 


Ames  Dept  Stores 

Circle  K 

National  Medical 

Ingersoll-Rand 
FMC 

Philadelphia  Elec 

Reliance  Group 

Kerr-McGee 

TW  Holdings 

Duke  Power 


246  226  •      Eaton 

247  243  Times  Mirror 

248  255  Student  Loan 

249  273  Dillard  Dept  Stores 

250  293  Compaq  Computer 

251  225  Dominion  Resources 

252  233  Greyhound  Dial 

253  276  Tele-Communications 

254  267  RR  Donnelley  &  Sons 

255  287  Norwest 


256  237 

257  253 

258  234 

259  236 

260  252 

261  254 

262  261 

263  230 

264  265 

265  247 

266  257 

267  263 

268  262 

269  259 

270  274 


Cummins  Engine 

Avon  Products 

Teledyne 

Gannett 

Service  Merchandise 

SunTrust  Banks 

Banc  One 

Mellon  Bank 

Rite  Aid 

Consolidated  Rail 

Giant  Food 

Schering-Plough 

Genuine  Parts 

Detroit  Edison 

Barnett  Banks 


3,753 
3,751 
3,742 
3,738 
3,722 

3,705 
3,684 
3,683 
3,682 
3,681 

3,639 
3,621 
3,619 
3,606 
3,599 

3,533 
3,519 
3,511 
3,498 
3,482 

3,462 
3,454 
3,446 
3,442 
3,435 

3,408 
3,406 
3,403 
3,373 
3,372 

3,350 
3,323 
3,319 
3,307 
3,296 


-29.1 
2.2 

-5.6 
8.4 
9.0 

8.8 

-8.2 

19.3 

5.6 

1.2 

-0.9 
4.2 
10.3 
18.3 
25.1 

-4.5 
-0.5 
24.4 
12.0 
18.9 

-1.4 

4.7 

-2.4 

-2.2 

3.9 

3.4 
7.7 

-5.4 
7.6 

-1.1 

3.1 
5.2 
5.0 
3.2 
8.5 


271 

283 

CBS 

3,261 

10.1 

272 

231 

Turner  Corp 

3,258 

-8.5 

273 

277 

MNC  Financial 

3,217 

33.1 

274 

264 

Masco 

3,209 

1.9 

275 

270 

Hercules 

3,200 

3.5 

276 

294 

Pitney  Bowes 

3,196 

111 

277 

291 

Niagara  Mohawk  Pwr 

3,155 

8.6 

278 

279 

Owens-Corning 

3,111 

3.7 

279 

281 

Transco  Energy 

3,081 

3.1 

280 

413 

Crown  Cork  &  Seal 

3,072 

60.9 

Rank 

Company 

Sales 

% 

1990  1989 

($mil) 

change 

281 

260 

Continental  Bank 

3,070 

-4.1 

282 

271 

Maytag 

3,057 

-1.0 

283. 

310 

Browning-Ferris  Inds 

3,054 

13.8 

284 

315 

Harris  Corp 

3,054 

15.0 

285 

280 

First  Fidelity  Bncp 

3,053 

2.0 

286 

299 

AMP 

3,044 

8.8 

287 

297 

Safeco 

3,043 

8.4 

288 

290 

Upjohn 

3,033 

4.0 

289 

292 

Universal 

3,004 

3.5 

290 

307 

Castle  &  Cooke 

3,003 

10.5 

?Q1 

289 

General  Public  Utils 

2,996 

2.9 

292 

302 

General  Re 

2,993 

8.0 

293 

300 

Panhandle  Eastern 

2,988 

7.5 

294 

288 

PaineWebber  Group 

2,979 

1.8 

295 

284 

CMS  Energy 

2,977 

0.5 

296 

313 

Roadway  Services 

2,971 

11.7 

297 

316 

Air  Prods  &  Chems 

2,967 

11.8 

298 

348 

Engelhard 

2,942 

22.4 

299 

337 

Corning 

2,941 

20.6 

300 

301 

Kemper 

2,929 

5.6 

301 

■ 

Rhone-Poulenc  Rorer 

2,917 

146.8 

302 

311 

Nordstrom 

2,894 

8.3 

303 

393 

NIKE 

2,894 

41.9 

304 

308 

Penn  Traffic 

2,867 

22.2 

305 

303 

Union  Camp 

2,840 

2.8 

306 

318 

Lowe's  Cos 

2,833 

6.9 

307 

436 

JWP 

2,827 

62.3 

308 

314 

Rohm  &  Haas 

2,824 

6.1 

309 

305 

Enserch 

2,815 

2.7 

310 

250 

Paccar 

2,778 

-21.1 

311 

322 

Republic  New  York 

2,772 

7.7 

312 

331 

US  Shoe 

2,771 

11.6 

313 

295 

Carter  Hawley  Hale 

2,765 

-1.6 

314 

390 

Sun  Microsystems 

2,763 

34.0 

315 

347 

Geo  A  Hormel 

2,762 

14.6 

316 

319 

Provident  Life  &  Ace 

2,751 

4.3 

316 

319 

Provident  Life  &  Ace 

2,751 

4.3 

317 

323 

Central  &  So  West 

2.744 

7.7 

318 

363 

Shawmut  National 

2,741 

-9.2 

319 

341 

Marsh  &  McLennan 

2,723 

12.2 

320 

321 

Premark  Intl 

2,721 

5.0 

321 

351 

Baker  Hughes 

2,719 

16.2 

322 

345 

Hershey  Foods 

2,716 

12.2 

323 

298 

Consol  Natural  Gas 

2,715 

-3.1 

324 

278 

National  Intergroup 

2,710 

-9.9 

325 

394 

Mapco 

2,708 

34.1 

326 

387 

Diamond  Shamrock 

2,708 

29.5 

327 

325 

NBD  Bancorp 

2,688 

5.8 

328 

324 

National  City 

2,682 

5.3 

329 

338 

American  Family 

2.678 

10.4 

330 

426 

Seagate  Technology 

2,668 

484 

331  332 

332  309 

333  386 

334  353 

335  312 


Berkshire  Hathaway 

Phelps  Dodge 

Tyco  Laboratories 

Aon 

Quantum  Chemical 


2,659  71 
2,636 

2,633  28.8 

2,626  13  0 

2.618  0  / 
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Forbes  ■  April  29,  199] 


Imagine  Buying  A  Learjet 
To  Save  Money. 


Ihe  Learjet  31A  is  the  most  cost-efficient  jet  on  the  market 
today,  boasting  an  operating  cost-per-mile  that  beats  the 
economy  jet  from  Cessna  —  guaranteed.  So,  while  many  firms 
purchased  Learjets  to  save  time,  more  and  more  are  buying 
them  to  save  money,  too  —  every  mile,  every  trip,  every  day 

It's  hard  to  imagine  why  anyone  would  invest  in  any  other  jet. 
To  discuss  the  contribution  a  Learjet  31A  can  make  to  your 
business  and  your  bottom  line,  contact  Ted  Farid,  Vice  President 
Marketing  at  (316)  946-2450. 


©1991  Learjet  Inc. 


H  Learjet 


i 


DHLtD 


THE  FORBES  S00 


Rank 

Company    Sales 

% 

1990  1989 

($mil) 

change 

336    333 

Carolina  Power  &  Lt    2,617 

5.5 

337     371 

Northeast  Utilities    2,616 

18.6 

338    326 

VF    2,613 

3.2 

339    328 

Olin    2,592 

3.3 

340     ■ 

Avery  Dennison    2,590 

4.0 

341  419  CoreStates  Financial  2,584  36.8 

342  330  Capital  Holding  2,577  3.1 

343  374  Illinois  Tool  Works  2,544  17.1 

344  327  Armstrong  World  Inds  2,531  0.7 

345  360  Bruno's  2,521  11.0 


346 

339 

First  Wachovia 

2,519 

3.5 

347 

334 

Parker  Hannifin 

2,518 

1.6 

348 

340 

Ethyl 

2,514 

3.4 

349 

■ 

American  Medical 

2,507 

-9.8 

350 

354 

Midlantic 

2,495 

7.6 

351  296  BrunswicK  2,478  —12.3 

352  359  Fred  Meyer  2,476  8.4 

353  456  EG&G  2,474  49.9 

354  ■  Marion  Merrel  I  Dow  2,462  128.4 

355  350  Long  Island  Lighting  2,447  4.2 


356 

377 

TJX  Cos 

2,446 

13.8 

357 

365 

Arkla 

2,436 

8.5 

358 

346 

BF  Goodrich 

2,433 

0.5 

359 

391 

Waban 

2,410 

17.2 

360 

379 

Temple-Inland 

2,401 

13.0 

361  355  Westvaco  2,399 

362  349  Pennsylvania  P&L  2,389 

363  342  Bear  Stearns  Cos  2,376 

364  368  Nash  Finch  2,369 

365  320  Wang  Laboratories  2,369 

366  357  Centerior  Energy  2,368 

367  356  Mercantile  Stores  2,367 

368  343  Maxxam  2,361 

369  258  Columbia  Gas  System  2,358 

370  335  Tribune  2,353 

371  306  GlenFed  2,338 

372  383  Longs  Drug  Stores  2,334 

373  403  Circuit  City  Stores  2,329 

374  362  Knight-Ridder  2,305 

375  210  Whitman  2,305 

369  Yellow  Freight  Sys  2,302 

364  Allegheny  Power  2,298 

282  Santa  Fe  Pacific  2,297 

396  Centex  2,289 

367  American  President  2,270 


376 
377 
378 
379 
380 


3.6 
1.4 

-2.1 
6.7 

-10.2 

2.8 
2.4 

-2.6 
-26.4 

-4.1 

-14.4 

10.6 

18.3 

1.6 

5.5 

3.7 

1.8 

-2.4 

13.3 

1.6 


381 

380 

Sherwin-Williams 

2,267 

6.7 

382 

372 

Manville 

2,245 

2.4 

383 

376 

Ohio  Edison 

2,226 

3.3 

384 

404 

Sequa 

2,211 

12.9 

385 

382 

Dover 

2,210 

4.2 

386 

370 

Asarco 

2,209 

-0.1 

387 

416 

Reader's  Digest  Assn 

2,203 

15.8 

388 

400 

General  Cinema 

2,199 

10.4 

389 

411 

Hills  Dept  Stores 

2,188 

13.4 

390 

352 

Pennzoil 

2,180 

9.8 

Rank 
1990  1989 

391  395 

392  410 

393  269 

394  399 


Company    Sales       % 
(Smil)   change 


Intl  Multifoods  2,178  7.5 

UNUM  2,170  12.2 

CalFed  2,164  -30.2 

Baltimore  G&E  2,159  7,7 

395    423   Reebok  International  2,159  18.5 


396 

385 

Amdahl 

2,159 

2.7 

397 

500 

Tosco 

2,158 

49.8 

398 

441 

Penn  Central 

2,154 

24.9 

399 

429 

Dean  Foods 

2,146 

20.3 

400 

329 

First  Bank  System 

2,139 

-14.5 

401  407  Golden  West  Finl 

402  384  Beverly  Enterprises 

403  422  Becton  Dickinson 

404  401  No  States  Power 

405  389  Bally  Manufacturing 

406  ■  Crown  Central  Pet 

407  477  Bindley  Western  Inds 

408  439  Smith's  Food  &  Drug 

409  397  Union  Electric 

410  434  Comdisco 


2,127  9.6 

2,113  0.5 

2,066  12.7 

2,065  3.8 

2,061  4.6 


2,060 
2,042 
2,031 
2,023 
2,015 


411  454 

412  378 

413  446 

414  420 

415  402 


Murphy  Oil 

Florida  Progress 

Spiegel 

PHH 

Stanley  Works 


421  440 

422  408 

423  472 

424  451 

425  373 


WW  Grainger 

Geico 

Gap 

US  Bancorp 

USG 


1,935 
1,935 
1,934 
1,920 
1,915 


431  476  Henley  Group 

432  443  Burlington  Resources 

433  392  Great  American  Mgmt 

434  427  Cyprus  Minerals 

435  432  Adolph  Coors 

436  457  New  England  Electric 

437  462  Pittston 

438  442  Williams  Cos 

439  464  E-Systems 

440  458  KeyCorp 

441  488    Morton  International 

442  461  Torchmark 

443  398  Louisiana-Pacific 

444  444    Super  Food  Services 

445  ■  Loral 


46.9 
308 
17.3 
0.6 
14.6 


2,013  21.8 

2,011  -5.6 

1,993  17.6 

1,989  6.5 

1,977  0.3 


416 

381 

Itel 

1,977 

-6.8 

417 

415 

Polaroid 

1,972 

3.5 

418 

406 

Trinova 

1,955 

0.7 

419 

■ 

Oryx  Energy 

1,940 

70.2 

420 

428 

McGraw-Hill 

1,939 

8.4 

12.0 
-0.2 
21.9 
14.8 
-12.6 


426 

417 

HomeFed 

1,906 

0.5 

427 

418 

Willamette  Inds 

1,905 

0.7 

428 

366 

ICH 

1,905 

-14.9 

429 

414 

Springs  Industries 

1,878 

-1.6 

430 

450 

Tandem  Computers 

1,873 

11.7 

1,871 

19.5 

1,871 

9.1 

1,871 

-8.6 

1,866 

4.3 

1,863 

5.6 

1,855 

12.9 

1,850 

13.4 

1,822 

6.1 

1,810 

11.3 

1,800 

9.6 

1,799 

20.0 

1,796 

10.0 

1,793 

-10.8 

1,792 

4.8 

1,789 

54.7 

Not  on  500  list  in  1989. 


Rank 

Company    Sales 

% 

1990  198S 

1                                (Smil) 

change 

446 

431 

New  York  Times     1 

,777 

0.4 

447 

409 

GenCorp 

,775 

-8.4 

448 

'388 

San  Diego  G&E     1 

,772 

-14.9 

c449 

424 

Brown  Group 

,764 

-3.1 

450 

■ 

Harsco     1 

,760 

30.2 

451 

425 

Avnet 

,756 

-2.5 

452 

473 

Beneficial  Corp 

,756 

11.2 

453 

465 

Hanover  Insurance 

,749 

7.8 

454 

447 

Automatic  Data 

,736 

2.8 

455 

344 

Armco 

.735 

-28.4 

456 

437 

Public  Service  Colo 

,734 

-0.4 

457 

■ 

Liz  Claiborne 

,729 

22.6 

458 

448 

Dow  Jones 

,720 

1.9 

459 

■ 

Society 

,719 

50.9 

460 

475 

Harnischfeger  Inds 

,717 

9.5 

461 

421 

Cabot 

,714 

-8.0 

462 

459 

Natl  Semiconductor 

,713 

4.6 

463 

482 

Timken 

,701 

11.0 

464 

412 

General  Signal 

,695 

-11.6 

465 

286 

Control  Data 

,691 

-42.4 

466 

467 

Gulf  States  Utils 

,691 

5.2 

467 

484 

Hannaford  Bros 

,688 

11.0 

468 

481 

Arvin  Industries 

,687 

9.5 

469 

455 

Union  Bank 

,686 

2.2 

470 

499 

Computer  Sciences 

1,679 

16.4 

471 

361 

Valhi 

1,671 

-6.1 

472 

453 

Sonoco  Products 

1,669 

0.8 

473 

■ 

Foster  Wheeler 

,661 

336 

474 

■ 

Shaw  Industries 

,659 

31.0 

475 

463 

Square  D 

1,653 

1.4 

476 

375 

Morrison  Knudsen 

1,653 

-23.8 

477 

■ 

Echlin 

1,652 

12.4 

478 

471 

National  Service 

1,643 

3.5 

479 

474 

Ohio  Casualty 

1,638 

3.8 

480 

470 

Witco 

1,631 

2.8 

481 

452 

So  New  Eng  Telecom 

1,619 

-3.1 

482 

445 

Southeast  Banking 

1,617 

-5.2 

483 

468 

Sundstrand 

1,600 

0.3 

484 

■ 

Viacom 

1,600 

11.4 

485 

489 

Lafarge 

1,598 

6.7 

486 

486 

Pinnacle  West 

1,597 

5.9 

487 

405 

Freeport-McMoRan 

,581 

-193 

488 

490 

CBI  Industries 

1,576 

5.4 

489 

■ 

Alltel 

1,574 

28.4 

490 

■ 

Ogden 

1.563 

14.2 

491 

449 

Masco  Industries 

1,562 

-7.4 

492 

■ 

Clorox 

1,558 

13.0 

493 

■ 

Imcera  Group 

1,555 

33.4 

494 

466 

Nicor 

1,536 

-5.3 

495 

■ 

Rubbermaid 

1,534 

14.1 

496 

■ 

Intelligent  Electron 

1,534 

57.5 

497 

487 

Rose's  Stores 

1,525 

1.2 

498 

478 

Nipsco  Industries 

,521 

•2.5 

499 

■ 

Hasbro 

,520 

7.8 

500 

494 

Boatmen's  Bancshs 

1,515 

2.6 

174 
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"In  engine  assembly  ] ' 

everything  is  important."  I  #  ■•— . 

Jose  Perez,  Engine  Assembly,/' "  ^       *' 
Ford  Employee  for  21  years.  ^  (JR 
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Profile  in  Quality 
#24:  Expertise 

Everything  that 
Jose  Perez  does, 
from  assembling 
a  camshaft  to 
tightening  the 
smallest  nut  or  bolt 
on  today's  high-tech 
engines,  is  critical 
to  your  car's 
performance. 

Jose  is  one 
of  over  366,000 
Ford  people 
worldwide  who 
are  committed  to 
making  quality 
Job  1. 
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Our  goal  is  to  build 
the  highest  quality 

cars  and  trucks .. 

in  the  world.         tffod 


FORD,  MERCURY,  LINCOLN,  FORD  TRUCKS 


Buckle  up  — Together  we  can  save  lives. 


Always  insist  on  genuine  Ford  Motor  Company  collision  repair  parts. 


THE  FORBES  SOOs 


Continuing  an  unhealthy  trend,  big-company 
profits  fell  again  last  year.  This  is  the  first  time  in 
nearly  two  decades  that  earnings  of  the  Forbes 
Profits  500  dropped  two  years  running. 


f    1 

The  bottom  line  beneath  these  500  bottom  lines  is  $171 
billion.  Aggregrate  1990  profits  for  the  Forbes  Profits  500 
companies  are  off  6%,  from  $182  billion,  in  1989.  And  the 
1989  total  was  off  nearly  3%,  from  $187  billion,  in  1988. 

The  profit  picture  was  pretty  at  the  very  top.  In  1990 
IBM's  net  income  increased  60%,  to  $6  billion,  enough  to 
put  it  in  first  place.  Matching  that  in  the  year  ahead  will  be 
difficult  indeed:  IBM's  1991  earnings  will  be  severely 
damaged  by  a  weak  first  quarter  and  by  a  writeoff  of  future 
health  costs  for  retirees.  The  day  IBM  prepared  analysts  for 
its  weak  quarterly  results, 
Wall  Street  marked  down 
the  company's  market  val- 
ue by  $7.3  billion. 

General  Motors,  ranked 
first  on  last  year's  Profits 
500  list,  fell  off  the  list  en- 
tirely this  year.  In  1990  it 
had  $2.1  billion  in  restruc- 
turing charges  for  North 
American  operations  and  a 
net  loss  of  almost  $2  bil- 
lion. Number  39-ranked 
Ford  Motor,  formerly 
ranked  third,  had  a  78% 
drop  in  earnings.  Chrysler, 
now  ranked  495,  had  prof- 


its of  $68  million,  81%  below  the  previous  year. 

Oil  companies  capitalized  on  higher  world  petroleum 
prices  in  the  second  half  of  1990.  Four  of  the  ten  most 
profitable  U.S.  firms  are  oil  companies.  One  year  ago,  only 
two  oil  outfits  (Exxon  and  Texaco)  made  the  top  ten. 

The  1989  merger  of  Bristol-Myers  and  Squibb  seems  to 
be  paying  off.  Profits  at  Bristol-Myers  Squibb  rocketed  by 
134%,  to  over  $1.7  billion.  Big  drugmakers  Merck  &  Co., 
Johnson  &  Johnson  and  Eli  Lilly  all  rank  among  the  top 
30.  Retailers  were  mixed:  Wal-Mart's  profits  rose  20%  and 

Davton  Hudson's  were  flat. 
But  Sears'  profits  fell  40% 
and  J.C.  Penney's  28%. 

Occidental  Petroleum 
dropped  off  our  list.  After 
the  death  of  Chairman  Ar- 
mand  Hammer  in  Decem- 
ber, it  began  a  restructuring 
program,  and  thus  posted  a 
$1.7  billion  loss  for  1990. 
Digital  Equipment  and 
General  Dynamics  went 
from  the  profit  to  the  loss 
column.  The  airlines  were 
also  losers:  amr  and  Delta 
show  deficits,  while  UAi  \ 
profits  fell  71%. 


Winners 

Rank 

Company 

Net  profits 

1990 

1989 

1990 
($mil) 

1989 

($mil) 

134 

■ 

Lockheed 

335.0 

2.0 

383 

■ 

Tambrands 

97.8 

1.7 

310 

■ 

First  Bank  System 

130.6 

2.4 

416 

■ 

Safeway 

8/1 

2.5 

276 

■ 

Ashland  Oil 

149.3 

12.3 

■  Not  on  500  list  in  1989 

Losers 

Rank 

Company 

Net 

1990 

1989 

profits 
($mil) 

% 
change 

332 

33 

General  Cinema 

120.0 

-87.3 

188 

18 

Paramount  Communications 

230.6 

-83  7 

365 

77 

Philadelphia  Electric 

105.8 

-821 

317 

61 

Commonwealth  Edison 

1283 

815 

477 

130 

PNC  Financial 

70.9 

-81.2 

176 
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RAYTHEON 
PROTECTS. 


Literally  overnight,  the  world  became  aware  of  the 
Raytheon-built  Patriot  air  defense  system.  Its  performance 
in  the  Middle  East  speaks  for  itself. 

And  yet  Patriot  is  only  one  product  from  one  division 
ofRavtheon. 
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RAYTHEON 
BUILDS. 


Close  to  half  of  our  annual  sales  come  from  non- 
defense-related  products  and  services. 

For  example,  for  more  than  20  years,  Raytheon  and 
key  subsidiaries-including  Badger  and  United  Engineers  & 
Constructors-have  been  providing  engineering,  technology, 
project  management  and  construction  skills  for  industries 
such  as  oil  and  gas,  electric  power,  steel,  petrochemicals  and 
pharmaceuticals. 

We're  working  globally  to  help  vital  industries  solve 
engineering,  construction  and  environmental  problems- 
from  building  oil  refineries  and  power  plants  to  building 
equipment  that  builds  the  roads. 

For  more  information  on  the  surprising  world  of 
Raytheon,  write  for  our  1990  Annual  Report:  Raytheon 
Company,  141  Spring  Street,  Lexington,  MA  02173. 


Pioneering  in  modular  construction. 


eon  is  more 
than  Patriot. 


Upgrading  air  traffic  control  systems. 


Engineering  services  for  the  process  industries.    Constructing  desalinization  plants. 


Building  equipment  that  builds  the  roads. 


Raytheon 
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THE  FORBES  S00 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 

change 

flow 

flow 

($mil) 

($mi!) 

rank 
1990 

11 

54 

Bristol-Myers  Squibb 

1,748.0 

134.0 

1,992 

29 

12 

20 

Procter  &  Gamble 

1,733.0 

24.2 

2,655 

22 

13 

11 

Atlantic  Richfield 

1.688.0 

-13.6 

3,710 

13 

14 

14 

BellSouth 

1,631.5 

-3.7 

4,532 

10 

15 

19 

GTE 

1,541.0 

8.7 

4,294 

12 

16 

10 

Texaco 

1,450.0 

-39.9 

3,108 

16 

17 

21 

American  Intl  Group 

1,442.3 

5.5 

1,645 

32 

18 

64 

Boeing 

1,385.0 

105.2 

2,063 

26 

19 

8 

Dow  Chemical 

1,384.0 

-44.4 

2,706 

21 

20 

13 

Coca-Cola 

1,381.9 

-19.8 

1,626 

34 

21 

31 

Bell  Atlantic 

1,312.5 

22.1 

3,690 

14 

22 

22 

Minn  Mining  &  Mfg 

1,308.0 

5.1 

2,157 

23 

23 

30 

Wal-Mart  Stores 

1,291.0 

20.0 

1,638 

33 

24 

24 

Ameritech 

1,253.8 

1.3 

3.079 

17 

25 

27 

American  Home  Prods 

1,230.6 

11.7 

L410 

42 

26 

26 

US  West 

1,198.9 

7.9 

3,044 

18 

27 

49 

Federal  Natl  Mortgage 

1,173.4 

45.3 

1,173 

62 

28 

29 

Johnson  &  Johnson 

1,143.0 

5.6 

1,617 

35 

29 

35 

Eli  Lilly 

1,127.3 

20.0 

1,375 

46 

30 

28 

Southwestern  Bell 

1,101.4 

0.8 

2,793 

20 

31 

39 

PepsiCo 

1,076.9 

19.5 

1,961 

30 

32 

23 

Pacific  Telesis 

1,030.0 

-17.1 

2,945 

19 

33 

40 

Pacific  G&E 

987.2 

9.6 

2,085 

25 

34 

43 

Abbott  Laboratories 

965.8 

12.3 

1,322 

50 

35 

36 

in 

958.0 

3.9 

1,464 

39 

36 

48 

Nynex 

949.4 

17.6 

3,287 

15 

37 

16 

Sears,  Roebuck 

902.0 

^0.2 

1,609 

36 

38 

45 

BankAmerica 

877.0 

7.0 

1,150 

63 

39 

3 

Ford  Motor 

860.1 

-77.6 

5,740 

5 

40 

51 

Texas  Utilities 

850.8 

9.2 

1,216 

59 

41 

53 

Anheuser-Busch  Cos 

842.4 

9.8 

1,338 

48 

42 

56 

Walt  Disney 

820.0 

12.4 

1,405 

43 

43 

32 

USX 

818.0 

-15.2 

2,122 

24 

44 

38 

Loews 

804.7 

-11.3 

909 

82 

45 

57 

McDonald's 

802.3 

10.4 

1,296 

52 

46 

62 

Pfizer 

801.2 

17.6 

1,026 

71 

47 

52 

SCEcorp 

786.4 

1.0 

1,671 

31 

48 

■ 

JP  Morgan  &  Co 

775.0 

D-P 

775 

99 

49 

47 

Hewlett-Packard 

771.0 

-4.7 

1,337 

49 

50 

152 

Kmart 

756.2 

134.3 

1,253 

56 

51 

60 

United  Technologies 

750.6 

6.9 

1,451 

40 

52 

73 

Wells  Fargo 

711.5 

18.4 

887 

86 

53 

82 

Waste  Management 

709.3 

26.2 

1,211 

60 

54 

86 

Eastman  Kodak 

703.0 

32.9 

2,012 

28 

55 

■ 

Bankers  Trust  NY 

665.0 

D-P 

765 

101 

56 

129 

Intel 

650.3 

66.3 

949 

75 

57 

58 

Rockwell  Intl 

620.0 

-14.0 

1,243 

57 

58 

76 

Emerson  Electric 

618.1 

4.2 

900 

83 

59 

75 

Union  Pacific 

618.0 

3.9 

1,315 

51 

i  Not  on  500  list  in  1989.    D-P:  Deficit  to  profit. 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 
1990 

60 

66 

Aetna  Life  &  Cas 

614.1 

-4.0 

765 

102 

61 

74 

General  Re 

613.6 

2.5 

614 

129 

62 

44 

*   Southern  Co 

604.0 

-28.6 

1,589 

37 

63 

67 

American  Brands 

596.0 

-5.5 

847 

94 

64 

50 

JC  Penney 

577.0 

-28.1 

876 

89 

65 

70 

Consolidated  Edison 

571.5 

-5.7 

914 

80 

66 

42 

International  Paper 

569.0 

-34.1 

1,236 

58 

67 

98 

Schering-Plough 

565.1 

19.9 

687 

112 

68 

102 

American  General 

562.0 

21.1 

680 

114 

69 

79 

Tenneco 

561.0 

-3.9 

1,037 

70 

70 

87 

Raytheon 

557.3 

5.4 

861 

92 

71 

69 

Norfolk  Southern 

556.1 

-8.3 

929 

78 

72 

93 

HJ  Heinz 

547.2 

12.5 

733 

104 

73 

63 

Monsanto 

546.0 

-19.6 

1,285 

54 

74 

84 

Pub  Svc  Enterprise 

542.3 

0.0 

1,193 

61 

75 

224 

Phillips  Petroleum 

541.0 

147.0 

1,349 

47 

76 

81 

Duke  Power 

538.2 

-5.8 

1,114 

64 

77 

118 

Chubb 

522.1 

24.1 

549 

153 

78 

114 

Detroit  Edison 

514.5 

20.8 

882 

87 

79 

78 

Dun  &  Bradstreet 

508.2 

-13.3 

857 

93 

80 

117 

Kellogg 

502.8 

19.1 

703 

108 

81 

112 

Apple  Computer 

500.6 

14.2 

703 

110 

82 

111 

Sara  Lee 

5003 

13.5 

878 

88 

83 

89 

May  Dept  Stores 

500.0 

-2.9 

794 

96 

84 

89 

Motorola 

499.0 

0.2 

1,289 

53 

85 

68 

American  Electric 

496.4 

-21.1 

1.011 

73 

86 

■ 

Marion  Merrell  Dow 

487.0 

500.0+ 

558 

146 

87 

120 

Warner-Lambert 

484.9 

17.5 

605 

131 

88 

96 

Amerada  Hess 

482.7 

13 

1,402 

44 

89 

46 

BHC  Commun 

481.2 

-40.6 

621 

127 

90 

■ 

Entergy 

478.3 

D-P 

871 

91 

91 

94 

Capital  Cities/ABC 

477.8 

-1.6 

637 

124 

92 

101 

PPG  Industries 

474.8 

2.1 

820 

95 

93 

100 

PacifiCorp 

473.9 

18 

1,106 

66 

94 

88 

Allied-Signal 

462.0 

-12.5 

922 

79 

95 

95 

Archer  Daniels 

459.4 

-4.8 

714 

106 

96 

144 

General  Mills 

457.1 

33.8 

656 

121 

97 

271 

Upjohn 

455.7 

158.9 

580 

138 

98 

147 

Compaq  Computer 

454.9 

36.5 

590 

134 

99 

186 

Phelps  Dodge 

454.9 

70.4 

588 

135 

100 

122 

Dominion  Resources 

445.7 

8.5 

967 

74 

101 

■ 

First  Interstate  Bncp 

438.7 

D-P 

604 

132 

102 

116 

Kimberly-Clark 

432.1 

2.0 

672 

117 

103 

142 

Banc  One 

423.4 

21.6 

498 

171 

104 

105 

CSX 

416.0 

-8.0 

889 

84 

105 

■ 

Federal  Home  Loan  Mor 

4140 

-5.3 

414 

195 

106 

125 

Dayton  Hudson 

410.0 

0.0 

779 

98 

107 

141 

Ralston  Purina 

401.3 

146 

642 

123 

108 

192 

Unocal 

401.0 

54.2 

1,425 

41 

. 


180 


Forbes  ■  April  29,  1991 


The  business  philosophy  of  Republic  National 
Bank  of  New  York  goes  far  beyond  a  simple  aversion 
to  risk;  our  entire  breath  and  being  depends  upon 
the  concept  of  preserving  and  protecting  our 
depositors'  money. 

In  every  aspect  of  our  business-private 
banking,  retail  banking  and  institutional  banking - 
our  focus  remains  where  it  always  has  been:  on 
capital  growth,  liquidity  and  asset  quality 

For  these  reasons,  Oppenheimer  &  Co.,  Inc., 
recently  cited  us  as  "one  of  the  most  secure  banks, 
if  not  the   most  secure   bank,   in   the   U.S!' 


Oppenheimer  also  noted  that  "the  company  has  the 
fortress  balance  sheet  of  an  old-style  Swiss  bank!' 

We  rather  like  that  description. 

If  a  fortress  is  what  you  have  in  mind  for  your 
money,  you  might  want  to  take  a  close,  careful  look 
at  Republic  National  Bank  of  New  York. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  ■  MEXICO  CITY  •  MIAMI  •  MONTREAL  ■  NEW  YORK 

BUENOS  AIRES  ■  CARACAS  ■  MONTEVIDEO  ■  PUNTA  DEL  ESTE  •  SANTIAGO  •  SAO  PAULO  •  BEIRUT  •  GENEVA  •  GIBRALTAR 

GUERNSEY  •  LONDON  •  LUGANO  •  LUXEMBOURG  •  MILAN  •  MONTE  CARLO  •  PARIS  •  ZURICH  •  HONG  KONG  •  SINGAPORE  •  TAIPEI  •  TOKYO 


rnuniD 


THE  FORBES  500 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 

109 

1990 

143 

Limited 

3S8.4 

14.8 

382 

137 

110 

106 

Berkshire  Hathaway 

394.9 

-11.7 

429 

190 

HI 

145 

Weyerhaeuser 

393.7 

15.4 

910 

81 

112 

126 

St  Paul  Cos 

391.3 

-1.7 

458 

180 

113 

127 

Melville 

385.3 

—     .L 

509 

165 

114 

71 

Honeywell 

381.9 

-:-5.8 

665 

119 

115 

128 

Gannett 

377.0 

-5.2 

571 

140 

116 

150 

CPC  International 

373.9 

14.2 

611 

130 

117 

168 

Primerica 

372.9 

29.0 

497 

172 

118 

■ 

McCaw  Cellular 

3714 

D-P 

624 

126 

119 

121 

NCR 

369.0 

-10.4 

694 

111 

120 

173 

Gillette 

367.9 

29.2 

545 

155 

121 

107 

NCNB 

365.7 

-18.2 

527 

161 

122 

65 

Georgia-Pacific 

365.0 

-44.8   . 

1,114 

65 

123 

■ 

Borden 

363.6 

D-P 

561 

145 

124 

184 

Cooper  Industries 

361.4 

34.9 

600 

133 

125 

158 

Central  &  So  West 

356.0 

16.3 

673 

116 

125 

133 

Lyondell  Petrochem 

356.0 

-4.8 

389 

205 

127 

232 

Microsoft 

355.6 

68.9 

410 

196 

128 

166 

American  Cyanamid 

352.8 

20.8 

618 

128 

129 

146 

SunTrust  Banks 

350.4 

3.9 

436 

187 

130 

140 

Pennsylvania  P&L 

343.9 

-2.7 

677 

115 

131 

339 

Newmont  Mining 

342.6 

172.2 

427 

191 

132 

119 

Houston  Industries 

339.5 

-17.9 

767 

100 

133 

25 

American  Express 

338.0 

-70.8 

941 

76 

134 

■ 

Lockheed 

335.0 

500.0+ 

703 

108 

135 

170 

Humana 

332.4 

15.9 

568 

143 

136 

83 

Cigna 

330.0 

-41.3 

330 

234 

137 

157 

Martin  Marietta 

327.6 

6.7 

543 

156 

138 

153 

Toys  'R'  Us 

326.0 

1.5 

405 

198 

139 

176 

Colgate-Palmolive 

321.0 

14.6 

447 

184 

140 

■ 

Long  Island  Lighting 

319.6 

D-P 

533 

159 

141 

89 

Citicorp 

318.0 

-36.1 

1,086 

67 

142 

149 

Woolworth 

317.0 

-3.6 

551 

150 

143 

301 

Freeport-McMoRan 

313.6 

109.3 

571 

141 

144 

135 

United  Telecom 

308.7 

-14.9 

1,392 

45 

145 

■ 

Bank  of  New  York 

308.3 

500.0+ 

457 

181 

146 

80 

Union  Carbide 

308.0 

-46.2 

784 

97 

147 

■ 

McDonnell  Douglas 

306.0 

500.0+ 

887 

85 

148 

197 

First  Union 

304.3 

18.8 

463 

177 

149 

164 

Marsh  &  McLennan  Cos 

304.1 

3.1 

409 

197 

150 

99 

Salomon 

303.0 

-35.5 

384 

210 

151 

195 

Student  Loan 

300.9 

16.8 

301 

255 

152 

72 

MCI  Communications 

299.0 

-50.4 

1,042 

69 

153 

181 

First  Wachovia 

297.2 

10.5 

357 

221 

154 

85 

Reynolds  Metals 

296.6 

-44.3 

511 

164 

155 

229 

NIKE 

295.6 

39.3 

324 

240 

156 

34 

Alcoa 

295.2 

-68.8 

1,013 

72 

157 

172 

On.-       Ell  '    'IC 

294.2 

3.0 

578 

139 

■  Not  on  500  list 

in  1989.    D-P:  Deficit  to  pn/i 

t. 

Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 
($mil) 

291.2 

change 

flow 
($mil) 

flow 
rank 
1990 

160 

158 

■ 

Chemical  Banking 

D-P 

527 

159 

124 

Deere  &  Co 

289.5 

-29.5 

498 

170 

160 

193 

t             Corning 

289.1 

11.4 

500 

169 

161 

175 

AMP 

287.1 

2.2 

505 

167 

162 

218 

ConAgra 

285.3 

27.7 

456 

182 

163 

183 

Textron 

283.0 

5.3 

503 

168 

164 

136 

Ohio  Edison 

281.7 

-22.0 

586 

136 

165 

213 

Norwest 

280.6 

18.4 

375 

213 

166 

131 

Carolina  Power  &  Lt 

280.4 

-254 

715 

105 

167 

160 

Safeco 

278.4 

-7.3 

312 

244 

168 

174 

General  Public  Utils 

278.2 

-1.5 

669 

118 

169 

194 

NBD  Bancorp 

274.8 

6.2 

329 

236 

170 

110 

Morgan  Stanley 

270.4 

-39.0 

318 

243 

171 

36 

Westinghouse 

268.0 

-70.9 

631 

125 

172 

148 

Transamerica 

266.3 

-19.8 

430 

189 

173 

187 

Centerior  Energy 

264.5 

-0.9 

516 

163 

174 

159 

Tandy 

263.3 

-13.4 

360 

220 

175 

319 

New  England  Electric 

262.1 

89.0 

524 

162 

176 

284 

National  Medical 

259.2 

58.1 

450 

183 

177 

139 

First  Chicago 

249.3 

-30.5 

395 

202 

178 

304 

Consolidated  Rail 

247.0 

66.9 

549 

151 

179 

59 

Xerox 

243.0 

-65.5 

934 

77 

180 

233 

Air  Prods  &  Chems 

241.1 

14.6 

549 

152 

181 

214 

Aon 

239.0 

2.8 

312 

245 

182 

211 

Household  Intl 

235.3 

-18 

378 

211 

183 

210 

Cincinnati  G&E 

234.7 

-21 

328 

237 

184 

246 

Albertson's 

233.8 

18.9 

356 

222 

185 

190 

National  City 

233.5 

-11.3 

307 

250 

186 

235 

Temple-Inland 

232.5 

12.1 

377 

212 

187 

223 

Ethyl 

232.2 

5.8 

341 

227 

188 

18 

Paramount  Commun 

230.6 

-83.7 

1,265 

55 

189 

161 

Union  Camp 

229.6 

-23.3 

460 

179 

190 

230 

Torchmark 

229.2 

8.5 

249 

294 

191 

■ 

C&S/Sovran 

229.0 

-54.8 

389 

206 

192 

103 

Burlington  Resources 

228.9 

-50.0 

509 

166 

193 

244 

Quaker  Oats 

227.4 

391 

398 

200 

194 

137 

AMAX 

225.9 

-37.3 

463 

178 

195 

220 

RR  Donnelley  &  Sons 

225.8 

1.8 

421 

193 

196 

280 

Coastal  Corp 

225.6 

32.6 

535 

158 

197 

■ 

Oryx  Energy 

225.0 

316.7 

711 

107 

198 

257 

UST  Inc 

223.3 

17.2 

243 

302 

199 

113 

Champion  Intl 

222.6 

-485 

546 

154 

200 

207 

Burlington  Northern 

222.0 

-8.6 

568 

142 

201 

247 

Automatic  Data 

2197 

12.0 

335 

228 

202 

278 

Hershey  Foods 

2159 

26.2 

290 

264 

203 

264 

Pitney  Bowes 

213.3 

14.2 

434 

188 

204 

238 

Northeast  Utilities 

211.0 

3.8 

536 

157 

205 

■ 

Northrop 

2104 

D-P 

397 

201 

206 

92 

Caterpillar 

210.0 

-57.7 

743 

103 

182 


Forbes  ■  April  29,  1991 


If  you're  uneasy  about  nuclear  electricity, 

consider  the  alternatives. 


Over  and  over  again,  Middle  East 
instability  has  threatened  much  of  the 
world's  energy  supplies— including 
America's,  where  we  now  import  over  40% 
of  our  oil.  It's  time  this  country  achieved 
a  balanced  energy  strategy  that  reduces 
our  vulnerability  to  the  whims  of  tyrants. 


Nuclear  energy  is  part  of  that  strategy. 
With  112  plants  licensed  to  operate  in  the 
U.S.,  nuclear-generated  electricity  already 
cuts  America's  oil  imports  by  740,000  barrels 
every  day.  That's  more  than  we  imported 
from  Iraq  and  Kuwait  before  the  war. 

Still,  we  need  more  nuclear  plants.  To 


meet  America's  growing  electricity  demands, 
and  to  bolster  our  independence  from  danger- 
ously unstable  energy  sources.  All  without 
emitting  any  greenhouse  gases  or  air 
pollutants.  For  more  information,  write  to  the 
U.S.  Council  for  Energy  Awareness,  P.O.  Box 
66080,  Dept.  OT09,  Washington,  D.C.  20035. 


Nuclear  energy  means  more  energy  independence. 


©  1991  USCEA 
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THE  FORBES  500 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990    1989 

profits 

change 

flow 

flow 

($mil) 

($mil) 

rank 
1990 

207      228 

Geico 

2084 

-2.2 

220 

324 

208      191 

TRW 

2080 

-20.9 

660 

120 

209      262 

San  Diego  G&E 

207  8 

11.1 

394 

203 

210      270 

Rohm  &  Haas 

206.8 

17.2 

366 

217 

211      241 

Genuine  Parts 

206.6 

3.6 

235 

310 

Rank 

Company     Net         %        Cash 

Cash 

1990    1989 

profits   change     flow 

flow 

($mil)                 ($mil) 

rank 
1990 

212  251  Carnival  Cruise  Lines  206.2 

213  283  Liz  Claiborne  205.8 

214  199  WR  Grace  202.8 

215  216  Enron  202.2 

216  ■  Republic  New  York  201.2 

217  415  Sun  Co  199.0 

218  329  Halliburton  1974 

219  219  No  States  Power  195.5 

220  ■  Avon  Products  195.3 

221  412  Gt  Western  Financial  193.1 

222  294  Alltel  192.8 

223  ■  Merrill  Lynch  191.9 

224  182  Lincoln  National  191.5 

225  248  Allegheny  Power  191.4 

226  250  HFAhmanson  191.0 

227  428  Lubrizol  190.0 

228  279  Reader's  Digest  Assn  189.8 

229  249  Wisconsin  Energy  186  7 

230  240  Ingersoll-Rand  185.3 

231  293  UNUM  1852 

■  Not  on  500  list  in  1989.    D-P:  Deficit  to  profit. 


6.5  296 

25.0  227 

-19.9  552 

-10.6  558 

500.0+  215 


103.1 
47.6 

-11.9 

257.7 

92.9 

25.3 

D-P 

-28.8 

-1.8 

-1.5 

102.2 
10.9 
-3.7 
-8.3 
19.2 


684 
447 
490 
258 
257 

385 
479 
246 
372 
296 

250 
242 
331 
283 
185 


257 
317 
149 
147 
328 

113 
185 
174 
288 
289 

209 
175 
297 
214 
258 

293 
303 
233 
269 
366 


232  227 

233  296 

234  303 

235  299 

236  357 

237  285 

238  346 

239  289 

240  162 

241  305 

242  217 

243  288 

244  273 

245  177 

246  243 


247 
248 
249 
250 
251 


266 

317 

■ 

297 

267 


Becton  Dickinson  184.0  -13.9  326  239 

Amdahl  184.0  20.3  332  230 

Dillard  Dept  Stores  182.8  23.4  281  271 

US  Bancorp  182.7  21.2  194  355 

American  Stores  182.4  54.4  563  144 

Illinois  Tool  Works  182.4  113  284  268 

Scana  181.6  48.1  302  254 

Golden  West  Finl  181.5  14.9  210  332 

Times  Mirror  180.5  -39.4  426  192 

Provident  Life  8.  Ace  179.1  21.0  218  326 

Eaton  179.0  -20.4  334  229 

Walgreen  178.1  12.6  250  292 

Reebok  International  176.6  0.9  212  329 

Baltimore  G8.E  175.4  -36.5  355  223 

Washington  Post  1746  -11.8  269  279 

Mellon  Bank  174.0  -3.9  291  263 

Food  Lion  172.6  23.5  254  291 

McGraw-Hill  1725  3335  239  305 

Deluxe  172.2  12.8  246  295 

Litton  Industries  170.6  -4.9  390  204 


252 

226 

Potomac  Electric 

170.2 

-20.7 

294 

259 

253 

286 

Dresser  Industries 

168.6 

4.6 

264 

282 

254 

178 

Capital  Holding 

166.2 

-39.7 

185 

370 

255 

263 

Florida  Progress 

164.8 

-11.9 

372 

215 

IMPROVE  YOUH 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990    1989 

profits 

change 

flow 

flow 

($mil) 

($mil) 

rank 
1990 

256      265 

Consol  Natural  Gas 

163.8 

-9.9 

446 

186 

257      377 

Home  Depot 

163.4 

46.0 

198 

349 

258      310 

Computer  Associates 

162.0 

11.1 

275 

274 

259       55 

Security  Pacific 

161.3 

-78.2 

296 

256 

260      309 

Winn-Dixie  Stores 

159.2 

8.6 

274 

275 

Rank 

Company 

Net 

% 

Cash 

Cash 

1990    1989 

profits 

change 

flow 

flow 

($mil) 

($mil) 

rank 

281      318 

1990 

Union  Bank 

146.5 

5.4 

170 

387 

282      302 

Public  Service  Colo 

146.1 

-1.8 

260 

286 

283      353 

Sysco 

145.2 

21.4 

234 

311 

284      418 

Gap 

144.5 

48.0 

206 

339 

285      368 

Fluor 

144.5 

25.5 

261 

284 

286      361 

Maxxam 

144.4 

23.6 

244 

298 

261 

222 

Westvaco 

158.4 

-28.3 

332 

231 

286 

361 

Maxxam 

144.4 

23.6 

244 

298 

262 

290 

NY  State  E&G 

158.0 

0.1 

306 

251 

287 

348 

Beneficial  Corp 

143.8 

18.9 

178 

380 

263 

321 

Jefferson-Pilot 

157.6 

14.5 

173 

386 

288 

363 

Rubbermaid 

143.5 

23.3 

199 

346 

264 

320 

Intl  Flavors  &  Frags 

156.7 

13.1 

185 

368 

289 

479 

Brown-Forman 

142.7 

83.7 

176 

382 

265 

3U 

Dover 

155.7 

8.1 

233 

312 

290 

281 

Consolidated  Papers 

142.5 

-15.1 

199 

345 

266 

291 

FMC 

155.3 

-0.9 

366 

216 

291 

295 

Continental  Corp 

141.1 

-7.8 

192 

358 

267 

381 

Society 

155.2 

41.0 

198 

347 

292 

344 

Great  Lakes  Chemical 

140.8 

14.6 

191 

359 

268 

379 

Alco  Standard 

154.3 

39.8 

210 

331 

293 

334 

Clorox 

140.5 

7.9 

206 

340 

269 

431 

Baker  Hughes 

153.1 

65.3 

289 

265 

294 

327 

TECO  Energy 

139.4 

4.1 

260 

285 

270 

325 

DPL 

153.0 

12.2 

219 

325 

295 

432 

Morton  International 

139.2 

50.6 

227 

316 

271 

315 

Super  Valu  Stores 

151.4 

6.9 

293 

260 

296 

335 

Oklahoma  G&E 

139.2 

7.5 

243 

301 

272 

312 

Polaroid 

151.0 

4.1 

238 

308 

297 

■ 

Manufacturers  Hanover 

139.0 

D-P 

273 

276 

273 

■ 

Sun  Microsystems 

151.0 

317.7 

399 

199 

298 

221 

Masco 

138.8 

-37.2 

232 

313 

274 

308 

Great  A&P  Tea 

151.0 

2.9 

345 

226 

299 

322 

Nipsco  Industries 

138.0 

61.1 

309 

249 

275 

292 

Kerr-McGee 

150.2 

-3.7 

477 

176 

300 

276 

BF  Goodrich 

136.3 

-20.9 

240 

304 

276 

■ 

Ashland  Oil 

149.3 

500.0+ 

419 

194 

301 

337 

Boatmen's  Bancshares 

135.2 

4.6 

169 

391 

277 

215 

Asarco 

149.1 

-35.5 

224 

320 

302 

260 

Armstrong  World  Inds 

133.0 

-29.1 

263 

283 

278 

203 

Knight-Ridder 

149.0 

-39.7 

259 

287 

303 

■ 

Itel 

132.4 

342.8 

221 

322 

279 

323 

KeyCorp 

148.4 

8.4 

191 

360 

304 

359 

Puget  Sound  P&L 

132.3 

12.4 

244 

299 

280 

132 

Scott  Paper 

148.0 

-60.6 

494 

173 

■  Not  on  500  list  in 

• 

1989.    D-P:  Deficit  to  profit 

You  invest  to  help  make  tomorrow  better 
than  today. 

That's  the  real  bottom  line. 

For  years,  families  seeking  to  turn  their 
dreams  into  reality,  have  looked  to  a  name 
they  know  and  trust. 

Kemper. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax* Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  prospectuses  by  calling  1-800-621-1048. 
Read  them  carefully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
Investors  Life  Insurance  Company. 


30TTOM  LINE. 


A  concern  for  your  future? 


PROFITS 


THE  FORBES  500 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 
1990 

305 

■ 

Unitrin 

132.2 

24.4 

132 

428 

306 

259 

So  New  Eng  Telecom 

132.1 

-30.1 

385 

208 

307 

345 

First  of  America  Bank 

131.6 

7.1 

165 

394 

308 

371 

Bausch  &  Lomb 

131.4 

14.9 

194 

355 

309 

350 

Nalco  Chemical 

131.1 

9.3 

184 

372 

310 

■ 

First  Bank  System 

130.6 

500.0+ 

178 

381 

311 

364 

Mapco 

130.0 

11.9 

208 

335 

312 

397 

Tyco  Laboratories 

130.0 

30.2 

204 

342 

313 

255 

Willamette  Inds 

129.6 

-32.2 

237 

309 

314 

370 

Cincinnati  Financial 

129.0 

12.6 

134 

426 

315 

■ 

Sotheby's  Holdings 

128.5 

53.8 

142 

416 

316 

480 

Comerica 

128.5 

65.5 

159 

403 

317 

61 

Commonwealth  Ed 

128.3 

-81.5 

1,074 

68 

318 

347 

Price  Co 

128.1 

4.6 

161 

399 

319 

354 

WW  Grainger 

126.8 

6.0 

160 

401 

320 

407 

MBIA 

126.6 

23.7 

134 

425 

321 

401 

Tyson  Foods 

125.9 

21.4 

257 

290 

322 

355 

American  Petrofina 

125.5 

30.5 

305 

252 

323 

405 

Medtronic 

124.2 

20.4 

164 

395 

324 

333 

Mercantile  Stores 

123.6 

-5.2 

187 

364 

325 

■ 

Tosco 

123.2 

204.5 

169 

390 

326 

384 

Sherwin-Williams 

122.7 

12.6 

174 

384 

327 

374 

DQE 

121.7 

7.7 

293 

261 

328 

409 

Square  D 

120.7 

18.5 

180 

375 

329 

424 

Castle  &  Cooke 

120.5 

26.9 

190 

362 

330 

388 

Fifth  Third  Bancorp 

120.4 

11.2 

131 

430 

331 

336 

Vulcan  Materials 

120.3 

-7.0 

220 

323 

332 

33 

General  Cinema 

120.0 

-87.3 

184 

371 

333 

340 

PSI  Resources 

119.4 

-4.7 

222 

321 

334 

421 

Roadway  Services 

119.1 

24.7 

271 

278 

335 

387 

Giant  Food 

119.0 

9.8 

196 

352 

336 

237 

Federal  Paper  Board 

118.2 

-42.5 

207 

337 

337 

■ 

Reliance  Group 

118.1 

443.2 

118 

452 

338 

391 

H&R  Block 

•117.6 

9.7 

151 

407 

339 

393 

Wm  Wrigley  Jr 

117.4 

10.6 

144 

413 

340 

399 

State  Street  Boston 

117.3 

12.8 

151 

408 

341 

465 

American  Family 

117.2 

45.0 

117 

454 

342 

275 

Union  Texas  Petrol 

116.0 

-32.8 

302 

253 

343 

369 

Nordstrom 

115.8 

0.8 

201 

344 

344 

373 

Northern  Trust 

115.4 

1.9 

142 

415 

345 

239 

Alexander  &  Baldwin 

115.2 

-43.2 

179 

377 

346 

349 

Sundstrand 

114.3 

-5.4 

190 

363 

347 

242 

CoreStates  Financial 

114.0 

-42.6 

195 

354 

348 

430 

Gerber  Products 

113.5 

22.6 

140 

418 

349 

351 

Nicor 

113.5 

-5.3 

225 

319 

350 

438 

Cray  Research 

113.0 

26.9 

283 

270 

351 

380 

Hilton  Hotels 

112.5 

2.2 

208 

336 

352 

163 

CBS 

111.5 

-62.5 

170 

388 

353 

201 

Cyprus  Minerals 

111.0 

-55.6 

311 

246 

■  Not  on  500  list  in 

1989.      D-P:  Deficit  to  profit. 

Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 

($mil) 

change 

flow 
($mil) 

flow 
rank 

354 

1990 

245 

Manville 

110.7 

-43.7 

239 

306 

355 

383 

Sonat 

110.7 

1.6 

310 

247 

356 

341 

Southwestern  Pub  Svc 

110.1 

-11.8 

166 

392 

357 

■ 

Novell 

109.7 

108.4 

133 

427 

358 

411 

American  Natl  Ins 

108.7 

-25.4 

121 

445 

359 

390 

Manufacturers  Natl 

108.2 

0.9 

129 

435 

360 

426 

Crown  Cork  &  Seal 

107.1 

13.7 

209 

333 

361 

154 

Dow  Jones 

106.9 

-66.3 

293 

262 

362 

360 

Stanley  Works 

106.6 

-9.4 

181 

373 

363 

392 

Parker  Hannifin 

106.1 

-0.3 

208 

334 

364 

■ 

Arkla 

105.9 

D-P 

271 

277 

365 

77 

Philadelphia  Elec 

105.8 

-82.1 

558 

148 

366 

311 

Columbia  Gas  System 

104.7 

-28.2 

354 

224 

367 

414 

Old  Republic  Intl 

104.7 

5.8 

105 

469 

368 

404 

Rite  Aid 

103.3 

0.0 

195 

353 

369 

316 

Bear  Stearns  Cos 

103.0 

-26.3 

103 

473 

370 

490 

Enserch 

102.8 

40.1 

232 

314 

371 

386 

Kansas  City  P&L 

102.7 

-5.4 

196 

351 

372 

■ 

Murphy  Oil 

101.9 

118.9 

321 

241 

373 

450 

Newell  Co 

101.4 

18.7 

140 

421 

374 

196 

Barnett  Banks 

101.2 

-60.6 

211 

330 

375 

396 

Snap-on  Tools 

100.8 

-3.8 

125 

439 

376 

■ 

Portland  General 

100.0 

D-P 

203 

343 

377 

395 

Seagate  Technology 

99.7 

-4.8 

264 

281 

378 

331 

Maytag 

98.9 

-24.8 

185 

367 

379 

436 

20th  Century  Inds 

98.7 

8.5 

104 

472 

380 

324 

Potlatch 

98.6 

-27.9 

185 

369 

381 

358 

Tandem  Computers 

98.1 

-16.7 

232 

315 

382 

274 

Penn  Central 

97.8 

-43.8 

163 

397 

383 

■ 

Tambrands 

97.8 

500.0+ 

111 

459 

384 

441 

Firstar 

97.6 

11.9 

110 

460 

385 

■ 

Pinnacle  West 

97.3 

D-P 

360 

219 

386 

468 

Fleming  Cos 

97.3 

21.5 

180 

376 

387 

422 

Ipalco  Enterprises 

96.9 

1.5 

174 

385 

388 

440 

Citizens  Utilities 

96.5 

12.9 

131 

432 

389 

394 

McKesson 

96.4 

-8.9 

175 

383 

390 

■ 

Hercules 

96.0 

D-P 

287 

267 

391 

469 

Bancorp  Hawaii 

95.7 

19.8 

111 

457 

392 

171 

Stone  Container 

95.4 

-66.6 

352 

225 

393 

253 

Georgia  Gulf 

95.3 

-50.3 

115 

455 

394 

488 

Montana  Power 

95.0 

27.6 

155 

406 

395 

■ 

Valero  Energy 

94.7 

128.2 

130 

433 

396 

151 

UAL 

94.5 

-70.9 

654 

122 

397 

■ 

Chiquita  Brands  Intl 

93.9 

38.6 

150 

409 

398 

403 

Pennzoil 

93.8 

-94 

278 

272 

399 

■ 

Coca-Cola  Enterprises 

93.4 

30.2 

329 

235 

400 

478 

Progressive 

93.4 

19.7 

HI 

458 

401 

419 

National  Service 

92.5 

-4.5 

139 

422 

402 

338 

Wheeling  Pittsburgh 

92.4 

-37.3 

142 

414 

186 
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The  experts  say  companies 

like  yours  will  spend  $240  billion  on 

client-server  computing. 


a_ 


Maybe  you  should  start  by  spending 

a  few  minutes. 


It  is  not  a  fad,  or  a  vision  of  the  future. 

Client-server  computing  is  real. 

It's  the  fastest  growing  form  of 
business  computing  since  the  PC*  And 
its  rewards  are  tempting:  Tremendous 
power  for  the  dollar.  Longer  hardware 
lifecycles.  Lower  training  costs.  Less 
maintenance.  Faster  time-to-market. 
Better  workgroup  productivity. 

So  what  exactly  is  client-server 
computing? 

Ideally,  it  combines  a  PC's  ease-of- 
use  with  the  computing  power  of  far 
larger  systems.  It  lets  people  locate 
information  on  computers  throughout 
the  company  —  without  having  to 
know  where  to  look,  or  how  to  get 
there.  And  it  inspires  workgroups  to 
collaborate  in  entirely  new  ways. 

These  ideals  are  not  just  Sun's. 
They're  shared  by  every  vendor  of 
client-server  computing. 

What  makes  Sun^  different  is  how 
we  accomplish  them: 

1)  We  put  the  focus  of  computing 
power  wherever  it  can  do  you  the  most 
good  —  on  the  desktop,  on  the  server, 
or  split  between  the  two. 

2)  We  build  everything  into  our 
desktop  workstations  that's  needed  for 
true  client-server  computing  (RISC 
processing,  multitasking,  Ethernet, 
e-mail,  audio,  a  graphical  user  inter- 
face, and  plenty  of  memory  and 
storage). 

3)  We  give  you  a  simple,  consist- 


ent way  to  work  within  applications, 
access  files,  print,  send  mail,  and  man- 
age network  resources. 

4)  We  offload  processing  from  host 
computers  to  servers  and  workstations 
—  your  system  can  grow  without  limits, 
and  in  less  costly  increments. 

5)  We  integrate  all  of  your  com- 
pany's computers,  so  you  can  draw 
upon  the  data,  applications,  and  proc- 
essing power  of  every  computing 
resource  on  the  network. 


That's  what  we  do. 

Now  here's  how  we  did  it. 

The  luxury  of  nothing. 

Nine  years  ago,  when  Sun  began  to 
explore  client-server  computing,  we 
had  a  huge  advantage  over  other  com- 
puter companies. 

We  had  no  proprietary  technology 
to  protect. 

Our  engineers  were  free  to  design 
a  total  client-server  environment. 
An  environment  that  would,  over  time, 


embrace  promising  new  concepts  in 
computing,  such  as  RISC  processing, 
object  management,  and  digital 
imaging. 

All  those  years,  we  were  free  to 
pick  and  choose  only  those  technolo- 
gies that  made  the  most  sense  in  a 
client-server  environment.  And  when 
we  did  choose,  we  chose  only  one: 

One  operating  system.  One  hard- 
ware platform.  One  networking  sys- 
tem. One  graphical  interface. 

That  way,  Sun  was  able  to  devote 
itself  to  perfecting  a  single,  integrated 
client-server  approach. 

Which  leads  us  to  another  advan- 
tage Sun  had  in  its  favor: 

By  starting  out  with  a  completely 
open  mind,  we  ended  up  with  com- 
pletely open  technology. 


Open  to  anything. 


From  the  beginning,  we  were  deter- 
mined that  a  Sun  system  should 
include  the  hardware,  networks,  and 
databases  you  already  use. 

Today,  every  Sun  workstation 
and  server  is  powered  by  the  SPARC" 
microprocessor,  running  the  UNIX" 
operating  system,  accessible  by  the 
OPEN  LOOK  "graphical  user  inter- 
face, and  linked  together  in  the  ONC 
networking  environment. 

Each  of  these  technologies  was 
designed  on  open  industry  Standards; 


IM 
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or,  where  no  existing  standards  were  to 
be  found,  we  made  ours  available  to  the 
rest  of  the  computing  world. 

Consequently,  Sun  client-server 
systems  can  give  users  uncomplicated 
access  to  all  of  your  existing  comput- 
ers —  even  those  running  proprietary 
operating  systems  such  as  Ultrix,  AIX, 
OS/2,  VMS,  and  Macintosh. 

Still,  we  weren't  satisfied  just  to 
make  our  systems  compatible  with 
your  equipment. 

We  also  wanted  them  to.  be  com- 
patible with  your  people. 

What  you  don't  see  is  what  you  get. 

Long  ago,  we  asked  ourselves: 

Could  people  exploit  the  full 
power  of  UNIX,  without  seeing  strange 
messages  like  /dev/fd,0a  onlmnt:  Invalid 
argument? 

Could  a  systems  administrator 
manage  an  integrated,  multivendor 
network,  without  seeing  its  underlying 
complexities? 

Could  a  software  developer  design 
around  a  graphical  user  interface,, 
without  seeing  a  line  of  its  code? 

The  answers  are  yes,  yes,  and  yes. 

We've  made  client-server  comput- 
ing simpler  for  users  by  giving  them 
a  graphical  interface  that's  as  intuitive 
as  Macintosh  or  Windows®  3.0.  Nearly 
2,500  software  applications  run  on  Sun 
systems  —  a  growing  number  of  which 
are  now  committed  to  the  OPEN  LOOK 
environment  —  including  Lotus®  1-2-3® 
WordPerfectf  and  others  you  may 
already  be  using. 


We've  made  system  administration 
simpler  with  SunNet™  Manager.  It's 
a  powerful  set  of  tools  that  actually  uses 
the  network  to  manage  itself. 

We've  made  life  simpler  for  soft- 
ware developers,  too.  With  more  than 
400  Sun  and  third-party  CASE  tools. 

Is  it  really  worth  it? 

The  Wall  Street  Journal,  Mitsubishi 
Bank,  New  Zealand  Inland  Revenue, 
Northwest  Airlines,  Xerox,  Shell  Oil, 
NYNEX,  and  hundreds  of  other  re- 


We  not  only  protected  our  investment, 
we  improved  it.  Existing  host  systems 
and  PCs  can  be  put  to  more  efficient 
use  as  network  servers  and  clients. 
Offload  some  of  a  mainframe's  tasks 
to  other  servers,  and  you  could  even 
prolong  its  life  expectancy. 

We're  no  vendor's  prisoner.  The  open 
technologies  of  SPARC,  UNIX,  OPEN 
LOOK,  and  ONC  give  companies  the 
freedom  to  choose  among  vendors  for 
the  price  and  performance  that  suits 
their  needs. 

The  next  investment  is  ours. 

Simply  return  this  coupon,  or  call 
1-800-233-7472,  ext.  426.  We'll  send  you 
a  complete  package  of  useful  informa- 
tion. We'll  also  invite  you  to  meet  with 
a  Sun  representative. 

After  reading  this  ad,  you  already 
know  more  about  client-server  com- 
puting than  most  of  your  competitors. 

Call  us,  and  we'll  tell  you  the  rest. 


spected  corporations  around  the  world 
are  using  Sun  client-server  systems  today. 
This  is  what  they  report: 
We  get  more  computing  for  the  money. 
Companies  find  that  a  network  of 
Sun  servers  and  workstations  accom- 
plish more  work  in  less  time  than  the 
costlier  host  systems  they  had  previ- 
ously used. 

We're  cutting  costs  and  raising  profits. 
For  example,  a  Canadian  insurance 
company's  Sun  system  reduced  over- 
head expenses  by  55%,  and  boosted 
profits  by  30%. 


Tell  me  more. 

Q  Send  me  your  client-server  overview. 
Q  Tell  me  about  Sun  workstations. 
Q  Tell  me  about  Sun  servers. 
Q  Tell  me  about  Sun  networking. 
Q  Call  me  for  an  appointment. 

Name 

Function/Title 

Company 

Address 


Telephone 

Please  mail  this  coupon  to: 

Sun  Microsystems,  Attn:  Corporate  Marketing 

2550  Garcia  Avenue  PAL1-507,  Mountain  View,  CA  94043 


426 


C#sun 

The  purest  form 
of  client-server  computing: 


of  client-servi 


tO  billion  or  more  this  decade  in  the  desktop  computers  and  servers  that  comprise  client-server  technology. 

■MS.  Inc.  UNIX  and  OPEN  LOOK  are  registered  trademarks  of  UNIX  System  Laboratories.  Inc.  SPARC  is  a  registered  trademark  of  SPARC  International.  Inc.  SPARCslation  is  a  trademark  of  SPARC  International.  Inc.. 

by  the  trademarks,  service  marks  or  product  names  as  designated  by  the  companies  who  market  those  products.  Inquiries  concerning  such  trademarks  should  be  made  directly  to  those  companies. 


PROFITS 


THE  FORBES  500 


Rank 
1990    1989 


403  470 

404  252 

405  425 

406  458 

407  461 

408  433 


409 
409 
411 
412 
413 
414 

415 
416 
417 
418 
419 
420 

421 
422 
423 
424 
425 
426 

427 
428 
429 
430 
431 
432 

433 
434 
435 
436 
437 
438 

439 
440 
441 
442 
443 
444 


378 

423 

429 

■ 

497 

449 

313 
■ 

475 
446 

■ 
472 

453 

■ 

389 

476 

410 

342 

■ 

500 

■ 

382 

■ 

298 


272 

477 

■ 

459 

■ 
493 


484 
481 


445      206 


Company      Net  %  Cash  Cash 

profits  change     flow  flow 

($mil)  ($mil)  rank 

1990 

Mattel       91.2  14.5       141  417 

Louisiana-Pacific       91.1  -52.7       243  300 

Cincinnati  Bell       91.0  -3.6        198  350 

Franklin  Resources       90.6  10.0         95  483 

Argonaut  Group       89.7  9.9        110  463 

Hasbro       89.2  -3.3        149  410 


IMC  Fertilizer  Group 

88.6 

-20.0 

185 

365 

Johnson  Controls 

88.6 

-6.7 

278 

273 

PH  Glatfelter 

88.3 

-4.9 

118 

451 

DeSoto 

88.2 

D-P 

107 

465 

Washington  Water 

87.6 

21.6 

140 

420 

Old  Kent  Financial 

87.5 

2.4 

102 

474 

Bowater 

Safeway 

King  World  Prods 

Weis  Markets 

Whittaker 

Hubbell 

E-Systems 

Grumman 

Huntington  Bcshs 

Loral 

Ohio  Casualty 

Olin 

Kroger 

Community  Psych 

Geo  A  Hormel 

Comdisco 

GATX 

Niagara  Mohawk  Power 

National  Health  Labs 

Allergan 

VF 

CalMat 

Magma  Copper 

Kentucky  Utilities 

Interpublic  Group 

Kansas  Power  &  Light 

Boston  Edison 

American  Greetings 

Bandag 

Hartford  Steam  Boiler 

James  River  Corp  Va 


446  ■  US  Healthcare 

447  ■  Diamond  Shamrock 

448  460  Imcera  Group 

449  498  Fruit  of  the  Loom 

450  ■  Williams  Cos 

451  ■  AmSouth  Bancorp 

i  Not  on  500  list  in  1989.  D-P:  Deficit  to  profit. 


87.4 
87.1 
86.8 
86.8 
86.7 
86.0 

85.6 
85.6 
85.2 
84.8 
84.1 
84.0 

83.3 
83.2 
83.1 
83.0 
82.9 
82.9 

82.6 
81.4 
81.1 
80.8 
80.4 
80.1 

80.1 
79.6 
79.6 
79.3 
78.8 
78.7 

78.2 
77.5 
77.5 
77.3 
77.1 
77.0 
76.7 


-39.5 

500.0+ 

10.8 

0.4 

200.5 

8.4 

3.2 

27.2 

-21.1 

8.4 
-17.2 
-32.3 

D-P 
15.6 
17.3 

-24.5 
26.2 

-45.0 

27.7 

42.1 

-53.9 

3.5 

64.1 

-2.7 

13.4 
9.4 
D-P 

17.3 
3.8 
1.5 

-68.1 

173.2 
29.1 
-5.5 
7.1 
46.7 
21.4 


205 
363 

99 
110 

97 
104 

132 
191 

121 

179 

93 

207 

328 
95 
119 
875 
198 
332 

101 
126 
179 
119 
114 
136 

118 
156 
226 
121 
100 
93 

386 
86 
125 
161 
165 
238 


341 
218 

478 
462 
481 
470 

429 
361 
446 
379 
486 
338 

238 
482 

449 

90 

348 

232 

475 
438 
378 
448 
456 
423 

453 
405 
318 
444 
476 
485 

207 
492 
440 
398 
393 
307 
489 


Rank 

Company 

Net 

% 

Cash 

Cash 

1990 

1989 

profits 
($mil) 

change 

flow 
($mil) 

flow 
rank 
1990 

452 

495 

Premier  Industrial 

76.6 

5.6 

84 

493 

453 

485 

Circus  Circus 

76.3 

1.6 

119 

450 

454 

■ 

FlightSafety  Intl 

75.7 

15.4 

107 

466 

455 

486 

Hillenbrand  Inds 

75.7 

6.1 

170 

389 

456 

330 

Dana 

75.6 

-42.8 

269 

280 

457 

185 

Boise  Cascade 

75.3 

-71.9 

288 

266 

458 

■ 

Nucor 

75.1 

29.8 

160 

400 

459 

277 

Owens-Corning 

75.0 

-56.4 

246 

296 

460 

307 

Continental  Bank 

74.6 

-49.4 

99 

479 

461 

439 

Minnesota  Power  &  Lt 

74.6 

-16.1 

110 

461 

462 

443 

TJX  Cos 

74.1 

-2.1 

123 

442 

463 

■ 

EG&G 

74.0 

5.9 

104 

471 

464 

408 

Valhi 

73.7 

-28.0 

159 

404 

465 

483 

LG&E  Energy 

73.2 

9.8 

129 

436 

466 

■ 

First  Financial  Mgmt 

72.9 

28.4 

135 

424 

467 

■ 

Harsco 

72.5 

500.0+ 

129 

434 

468 

■ 

Great  American  Mgmt 

72.2 

D-P 

140 

419 

469 

261 

Whirlpool 

72.0 

-61.5 

319 

242 

470 

■ 

Cabot 

71.9 

426.2 

164 

396 

471 

■ 

First  Hawaiian 

71.5 

24.4 

82 

496 

472 

496 

Circuit  City  Stores 

71.4 

-1.4 

99 

480 

473 

448 

Marshall  &  llsley 

71.3 

-16.5 

89 

490 

474 

■ 

Sigma-Aldrich 

71.2 

11.4 

92 

487 

475 

■ 

Kelly  Services 

71.2 

0.6 

80 

497 

476 

487 

Lowe's  Cos 

71.1 

-5.1 

123 

443 

477 

130 

PNC  Financial 

70.9 

-81.2 

145 

411 

478 

■ 

Brunswick 

70.9 

D-P 

217 

327 

478 

189 

LTV 

70.9 

-73.2 

309 

248 

480 

■ 

Storage  Technology 

70.6 

93.8 

181 

374 

481 

■ 

Pall 

70.5 

21.0 

100 

477 

482 

■ 

Engelhard 

70.3 

D-P 

145 

412 

483 

494 

SouthTrust 

69.7 

-4.2 

86 

491 

484 

326 

McCormick  &  Co 

69.4 

-488 

106 

467 

485 

452 

Idaho  Power 

69.2 

-18.3 

124 

441 

486 

300 

Teledyne 

69.2 

-54.0 

160 

402 

487 

■ 

Harnischfeger  Inds 

69.1 

16.7 

106 

468 

488 

328 

Allegheny  Ludlum 

68.9 

-48.5 

92 

488 

489 

■ 

First  Alabama  Bcshs 

68.9 

10.0 

83 

494 

490 

464 

Atlantic  Energy 

68.9 

-14.9 

131 

431 

491 

■ 

Mercantile  Bkshs 

68.9 

11.0 

76 

499 

492 

■ 

Blockbuster 

68.7 

55.5 

193 

357 

493 

467 

USLife 

68.6 

-14.5 

80 

498 

494 

■ 

Alleghany 

68.6 

24.8 

93 

484 

495 

138 

Chrysler 

68.0 

-81.1 

1,466 

38 

496 

■ 

Computer  Sciences 

68.0 

16.4 

107 

464 

497 

■ 

Witco 

68.0 

94.1 

128 

437 

498 

■ 

Russell 

67.9 

5.0 

120 

447 

499 

■ 

Loctite 

67.4 

15.8 

83 

495 

500 

■ 

Wilmington  Trust 

67.0 

12.8 

73 

500 

190 
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ITS  A  MATTER  OF  TIME  BEFORE 

YOU  SEE  THE  TRUE  VALUE  OF 

OWNING  AN  AUDI. 


Audi 


When  it  comes  to  an 
automobile's  true  value, 
there  is  always  a  bottom  line. 

Ours  is  simple:  Overtime,  few, 
if  any  car  makers  will  ever  come  close 
to  ensuring  you're  in  as  much  control 
of  your  wallet  as  you  are  of  the  road. 

Witness  our  Audi  Advantage. 

In  addition  to  the  coverage  of 
our  comprehensive  limited  warranty, 
all  scheduled  maintenance  is  taken 
care  of  by  Audi  — brake  pads,  tune- 
ups.  Everything.  And  al 
throughout  the  first 
three  years  or 


U    U.  U.  U    , 


50,000  miles  of  ownership.! 

Indeed,  Audi  is  setting  new 
standards  in  owner  protection:  No 

GOOD 

TAKE  CONTROL 


deductibles.  No  unforeseen  costs.  And 
most  important,  no  surprises. 

You'll  also  benefit  from  24- 
hour,  365-day  Roadside  Assistance* 

And  the  option  of  choosing 
to  lease  with  Audi's  3-YearTest  Drive 
Program.  (Whether  you  buy  or  lease, 
you're  automatically  protected  by 
the  Audi  Advantage.) 

The  way  we  see  it,  our  owner 
protection  plan  is  simply  another 
way  Audi  lets  you 
take  control. 


Audi  80 


:See  your  dealer  for  details    *A  3-year  membership  in  the  United  States  Auto  Club,  Motoring  Division.  Inc    ©1991  Audi  of  America 


THE  FORBES  500s 


The  growth  in  assets  has  slowed  as  banks  and 
other  financial  institutions  cut  back  and  other 
companies  reduce  the  fluff  in  their  balance 
sheets.  Asset  growth  of  the  biggest  corporations 
has  barely  kept  pace  with  inflation. 


Asset  growth  among  the  U.S.'  500  largest  public  corpo-  banking  giant  with  consolidated  assets  of  $217  billion — 

rations  slowed  again  during  1990.  Total  assets  reached  an  enough  to  remain  on  top  of  the  assets  pile.  But  remember, 

alltime  high,  $7.4  trillion,  but  that's  only  a  5%  gain.  In  too,  that  bad  loans,  especially  in  commercial  real  estate, 

contrast,  the  Forbes  Assets  500  grew  6%  in  our  1990  contributed  to  a  36%  decline  in  Citicorp's  1990  profits, 
survey  and  10%  one  year  earlier.  This  slowdown  in  asset         General  Motors,  ranked  second  in  total  assets,  also  had  a 

growth  might  have  been  even  more  pronounced  were  it  difficult  year.  GM  expanded  its  asset  base  by  4%  (to  $180 


not  for  the  decline  in  leveraged 
buyouts  and  new  accounting  rules 
requiring  firms  to  consolidate  more 
fully  their  less-than-wholly-owned 
subsidiaries. 

Why  is  the  aggregate  value  of  assets 
plateauing?  Downsizing,  restructur- 
ing and  the  weakness  in  the  new  issues 
market  have  all  played  a  part.  But  the 
biggest  setbacks  are  in  the  financial 
sector  as  banks,  brokerages  and  insur- 


Rank 

Company  Assets 

% 

1990  1989 

($mil) 

change 

1       1 

Citicorp  216,986 

-5.9 

2       2 

General  Motors  179,976 

4.1 

3       3 

Ford  Motor  173,611 

8.0 

4       5 

General  Electric  153,884 

19.9 

5       4 

American  Express  137,682 

5.2 

billion)  but  most  of  the  growth  was 
not  in  manufacturing  capability.  In- 
stead, intangible  assets  (goodwill)  in- 
creased 52%  and  inventories  rose  17%. 
Like  Citicorp,  the  automaker  recently 
reduced  its  common  dividend. 

Newcomers  to  this  year's  Assets 
500  include  retailers  Dillard  Depart- 
ment Stores  and  the  Limited,  and 
mining  companies  Asarco  and  Phelps 
Dodge.  Another  new  entry  is  Man- 


ance  firms  have  unloaded  questionable  assets  and  valued  ville,  whose  assets  increased  6%  last  year.  It  emerged  from 

other  assets,  like  real  estate,  more  conservatively.  Chapter  11   bankruptcy  in  1988.  Federal  Home  Loan 

Savings  and  loans  and  banks  make  up  160,  or  just  under  Mortgage  Corp.  and  Safeway  are  the  only  two  ipos  on  the 

a  third,  of  the  500  companies  in  this  table.  An  indication  of  asset  survey.  Unitrin,  once  part  of  Teledyne,  was  spun 

their  declining  importance  among  the  Forbes  Assets  500  is  off  as  an  independent  company  in  1990  and  is  ranked 

the  fact  that  of  the  25  new  companies  on  this  year's  list,  number  366. 

only  two — Affiliated  Bancshares  of  Colorado  and  U.S.  Companies  whose  assets  shrank  include  Fund  American 

Trust — are  in  this  troubled  industry.  Cos.,  which  sold  its  Fireman's  Fund  to  the  German 

Citicorp  experienced  a  6%  drop  in  assets  from  last  year,  insurance  company  Allianz,  and  Meritor  Savings  Bank, 

the  first  decline  in  more  than  a  decade.  This  still  leaves  the  which  sold  54  branches. 


Winners 

Rank 
1990          1989 

Company 

Assets 
($mil) 

% 
change 

Losers 

Rank 
1990          1989 

Company 

Assets 
($mil) 

% 
change 

209            467 
375             ■ 
187             297 
140            231 
266            386 

McCaw  Cellular 
Rhone-Poulenc  Rorer 
ConAgra 
Georgia-Pacific 
Discount  Corp  of  NY 

8,714 
4  085 

12,1 
6,4i 

186.5 

128.0 

77.0 

70.9 

67.0 

462            138 
262            128 
295            178 
332            216 
422             ■ 

Fund  American  Cos 

Meritor  Savings  Bank 

ICH 

Continental  Airlines 

American  Medical 

3,087 
6,520 
5,546 
4,773 
3,500 

-73.7 
-48.4 

-42.0 
-37.0 
-20.9 

■Not  on  500  list  in  1989. 
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She  makes  it  look  effortless. 
Reflecting  the  thousands  of  hours  she's  practiced  and 
honed  her  skills,  until  every  muscle  responds  in  unison 
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fitu*** 

to  the  command  for  perfection.  It  is  this  dedication,  this 
courage  to  face  competition  boldly  and  without  compromise, 
that  has  inspired  Phillips  Petroleum  to  proudly  sponsor 
United  States  Swimming  since  1973. 

And  we'll  be  national  sponsor  for  years  to  come. 
Because  we  believe  that  with  every  leap  of  grace  and  form, 
we  are  watching  the  future  of  our  nation  take  shape. 

PHILLIPS  PETROLEUM  COMPANY© 


For  more  information  on  how  you  can  help  these  athletes,  please  write  to:  Executive  Director,  United  States  Swimming,  1750  East  Boulder  Street, 
Colorado  Springs,  Colorado  80909. 


We're  MM 

LocationsAc 


Seven  million  locations,  in  all 
50  state&That's  the  number  of 
families  living  in  homes  Fannie  Mae 
has  helped  finance. 

Still  that  number  wouldn't  be 
anywhere  near  that  large  if  Fannie 
Mae  didn't  offer  the  most  important 
thing  every  prospective  homeowner 
looks  for  when  it's  time  to  get  a 
mortgage:  the  availability  of  money 
at  the  most  affordable  cost  possible. 

Because  Fannie  Mae  is  in  the 
market  everyday,  a  home  mortgage 
in  Akron  costs  about  the  same  as  a 
home  mortgage  in  Austin. 

Not  only  that,  Fannie  Mae  is 
developing  a  constant  stream  of  new 
products.  So  that  mortgage  lenders 
in  all  50  states  can  offer  a  wide 
range  of  options  to  home  buyers. 

All  these  benefits  to  the 
American  housing  market  come  at 
no  cost  to  the  American  taxpayer. 

Fannie  Mae,  serving  millions 
of  families  across  the  country. 

FannieMae 

The  USA's  Housing  Partner 


Ions  Of 

oss  America. 


ASSETS 


THE  FORBES  500 


Rank 

Company 

Assets 

% 

1990  1989 

($mil) 

change 

6 

6 

Fed  Natl  Mortgage 

133,113 

7.1 

7 

9 

BankAmerica 

110,728 

12.1 

8 

7 

Salomon 

109,877 

-7.1 

9 

8 

Chase  Manhattan 

98,064 

-8.7 

10 

12 

Sears,  Roebuck 

96,253 

10.7 

11 

10 

JP  Morgan  &  Co 

93,103 

4.7 

12 

11 

Aetna  Life  &  Cas 

89,301 

2.5 

13 

14 

Exxon 

r^.707 

5.4 

14 

15 

IBM 

87,568 

12.7 

15 

13 

Security  Pacific 

84,731 

0.9 

16  16  Chemical  Banking  73,019 

17  18  Merrill  Lynch  68,130 

18  17  NCNB  65,285 

19  21  Cigna  63,691 

20  23  Bankers  Trust  NY  63,596 

21  19  Mfrs  Hanover  61,530 

22  29  American  Intl  Group  58,143 

23  27  Wells  Fargo  56,199 

24  22  Travelers  55,356 


25     24 


Morgan  Stanley    53,526 


26  20  First  Interstate  Bncp  51,356 

27  ■  C&S/Sovran  51,237 

28  32  HFAhmanson  51,201 

29  28  First  Chicago  50,779 

30  31  in  49,043 


2.1 

6.5 

-1.4 

10.2 

14.3 

1.7 
26.0 
15.3 
-2.1 

0.5 

-13.0 
5.1 

14.7 
6.0 
7.8 


31 

35 

Philip  Morris  Cos 

46,569 

20.9 

32 

25 

Chrysler 

46,369 

-9.1 

33 

30 

PNC  Financial 

45,533 

-0.3 

34 

26 

Bank  of  New  York 

45,390 

-7.1 

35 

36 

American  Tel  &  Tel 

43,775 

16.2 

36 

34 

Mobil 

41,665 

6.6 

37 

39 

Student  Loan 

41,124 

15.9 

38 

44 

First  Union 

40,781 

26.9 

39 

■ 

Federal  Home  Loan 

40,579 

14.4 

40 

37 

Gt  Western  Financial 

39,406 

6.0 

41 

40 

El  du  Pont 

38,128 

9.8 

42 

41 

Chevron 

35,089 

3.6 

43 

38 

Bear  Stearns  Cos 

34,951 

-2.3 

44 

43 

Loews 

34,736 

7.0 

45 

45 

American  General 

33,808 

5.4 

46 

46 

GTE 

33,769 

5.6 

47 

48 

SunTrust  Banks 

33,411 

7.6 

48 

■ 

RJR  Nabisco 

32,915 

-9.6 

49 

33 

Bank  of  Boston 

32,529 

-17.0 

50 

42 

Fleet/Norstar  Finl 

32,507 

-2.8 

51 

56 

Barnett  Banks 

32,214 

11.1 

52 

50 

Amoco 

32,209 

5.8 

53 

53 

Transamerica 

31,784 

6.5 

54 

51 

Xerox 

31,495 

4.7 

55 

72 
58 

'-orwest 

30,626 

25.9 

56 

Banc  >ie 

30,336 

14.3 

57 

52 

BellS 

30,207 

0.5 

58 

66 

Republic  New 

'9,597 

16.2 

59 

61 

Household  Intl 

*55 

12.6 

60 

49 

First  Fidelity  Bncp 

2S.i  TtB 

-5  3 

Rank  Company  Assets       % 

1990  1989  ($mil)  change 

61  47  Mellon  Bank  28,762      -8.6 

62  59  Bell  Atlantic  27,999       6.8 


63 

70 

Lincoln  National 

27,597 

10.1 

64 

55 

Continental  Bank 

27,143 

.-8.1     ' 

65 

68 

US  West 

27,050 

6.4 

66 

63 

NBD  Bancorp 

26,747 

3.8 

67 

62 

Nynex 

26,651 

2.9 

68 

65 

MNC  Financial 

26,376 

29.8 

69 

73 

First  Wachovia 

26,271 

9.2 

70 

64 

Texaco 

25,975 

1.3 

71 

71 

Time  Warner 

25,337 

2.2 

72 

60 

CalFed 

24,509 

-6.4 

73 

69 

GlenFed 

24,404 

-3.4 

76  79  Atlantic  Richfield  23,864  7.2 

77  77  National  City  23,743  3.4 

78  57  Shawmut  National  23.703  -14.9 

79  74  Midlantic  23.586  -0.3 

80  99  CoreStates  Financial  23,520  39.6 


81 

78 

Southern  Co 

22,866 

0.1 

82 

90 

Golden  West  Finl 

22,562 

15.6 

83 

84 

Southwestern  Bell 

22,195 

4.9 

84 

88 

Westinghouse 

22,033 

8.5 

85 

82 

Pacific  G&E 

21,958 

2.8 

86  89 

87  83 

88  92 

89  87 
90 

91  93 

92  104 

93  96 

94  85 

95  97 


Ameritech  21,715 

Pacific  Telesis  21,581 

Procter  &  Gamble  20,607 

Commonwealth  Ed  20,496 

Occidental  Petroleum  19,743 


Primerica 

KeyCorp 

Tenneco 

First  Bank  System 

Texas  Utilities 


96  94  HomeFed 

97  81  PaineWebber  Group 

98  98  US  Bancorp 

99  101  SCEcorp 
100  111  Boatmen's  Bancshs 


101  95 

102  106 

103  107 

104  103 

105  105 


USX 

PepsiCo 

Capital  Holding 

Weyerhaeuser 

Union  Bank 


106  91  First  Executive 

107  110  United  Technologies 

108  159  Society 

109  102  Great  American  Bank 

110  117  McDonnell  Douglas 

111  115  Textron 

112  109  Entergy 

113  118  Boeing 

114  123  First  of  America  Bank 

115  122  Pub  Svc  Enterprise 


9,689 
9.266 
9,034 
9,001 
8,651 

8,260 
8,151 
7,613 
7,477 
7,469 

7,268 
7,143 
6,669 
6,356 
6,313 

6,018 
5,918 
5,110 
5.032 
4,965 

4,892 
4,831 
4,591 
4,039 
4,023 


9.5 

1.8 

14.5 

-0.1 

-4.8 

9.7 
24.6 

9.5 
-8.7 

8.3 

2.8 

-17.9 

3.8 

6.0 

20.1 

-1.3 

13.3 

11.3 

2.4 

6.1 

-16.5 

9.0 

38.6 

-8.6 

117 

8.0 
0.8 
9.9 
9.7 
8.5 


i  Not  on  500  list  in  1989. 


Rank 

Company  Assets 

% 

1990  1989                               ( 
116   108        American  Electric 

$mil) 

change 

3,989 

-5.1 

117 

112 

Continental  Corp 

3,927 

-2.3 

118 

116 

USF&G 

13,911 

2.3 

119 

119 

Kmart 

13,899 

5.7 

120 

148 

American  Brands 

[3,835 

21.4 

121 

143 

International  Paper 

13,669 

18.0 

122 

127 

Kemper 

3,588 

7.0 

123 

137 

Provident  Life  &  Ace 

13,522 

14.1 

124 

100 

Southeast  Banking 

13.390 

-19.0 

125 

161 

AMR 

13,354 

22.8 

126 

114 

First  City  Bncp  Texas 

[3,344 

-5.2 

127 

134 

Comerica 

13,300 

9.5 

128 

130 

Union  Pacific 

13,078 

5.0 

129 

131 

FPL  Group 

12,949 

5.1 

130 

133 

UJB  Financial 

12,818 

5.3 

131 

132 

CSX 

12,804 

4.1 

132 

124 

Philadelphia  Elec 

12,566 

-1.2 

133 

136 

PacifiCorp 

12,372 

4.0 

134 

126 

JC  Penney 

12,325 

-2.9 

135 

147 

Tele-Communications 

12,277 

8.3 

136 

154 

Chubb 

12,268 

9.7 

137 

156 

St  Paul  Cos 

12,204 

10.6 

138 

150 

Phillips  Petroleum 

12,130 

7.8 

139 

166 

Manufacturers  Natl 

12,078 

17.2 

140 

231 

Georgia-Pacific 

12,060 

70.9 

141 

158 

Caterpillar 

11,951 

9.4 

142 

141 

Centerior  Energy 

11,894 

2.0 

143 

149 

Crestar  Financial 

11,881 

4.6 

144 

139 

Houston  Industries 

11,877 

1.7 

145 

135 

Meridian  Bancorp 

11,866 

-0.5 

146 

140 

Huntington  Bcshs 

11,809 

1.1 

147 

157 

Northern  Trust 

11.789 

7.8 

148 

171 

State  Street  Boston 

11,651 

16.7 

149 

151 

Digital  Equipment 

11,584 

2.9 

150 

144 

Alcoa 

1.413 

-1.1 

151 

129 

Signet  Banking 

1,405 

-8.6 

152 

207 

Wal-Mart  Stores 

1,389 

38.9 

153 

121 

Goldome 

1,311 

-13.0 

154 

113 

CrossLand  Savings 

1,178 

-20.7 

155 

168 

Hewlett-Packard 

1,126 

9.1 

156 

175 

Minn  Mining  &  Mfg 

1,079 

13.3 

157 

164 

General  Re 

1,033 

6.2 

158 

153 

Ameritrust 

1,011 

-2.0 

159 

163 

Reliance  Group 

1,011 

5.9 

160 

155 

Dominion  Resources 

0,991 

-0.4 

161 

146 

Michigan  National 

0,956 

-4.6 

162 

177 

Deere  &  Co 

0,941 

14.1 

163 

142 

Dime  Savings  Bank 

0,842 

-7.0 

164 

204 

Bancorp  Hawaii 

0,699 

28.6 

165 

165 

Consolidated  Edison 

0,686 

3.2 

166 

145 

First  Fed  Michigan 

0,675 

-7.1 

167 

180 

Berkshire  Hathaway 

0,670 

12.8 

168 

184 

McDonald's 

0,668 

16.3 

169 

172 

Detroit  Edison 

0,573 

63 

170 

182 

Safeco 

0.553 

13.7 

196 


Forbes  ■  April  29,  1991 


Since  1865,  not  a  penny's  wages  have  been  paid  to  the 
volunteer  crews  of  the  Royal  National  Lifeboat 
in  the  port  of  Anstruther. 

Simply  the  profound  respect 
and  gratitude  of  the  men  who 
sail  the  North  Sea.  \* 

The  good  things  in 

life  stay  that  way.  ;;N 

Dewar's  never  varies. 


■11  ■  :t  i 


DEWAR'S    SCOTUND 


THE  FORBES  SOO 


Rank 
1990  1989 


Company  Assets       % 
($mil)   change 


Rank 
1990  1989 


Company  Assets       % 
($mil)   change 


171  174  United  Telecom 

172  162  Valley  National 

173  167  Norfolk  Southern 

174  2o3  Waste  Management 

175  169  Allied-Signal 


10,553 
10,551 
10,523 
10,518 


7.4 
0.3 
2.7 
64.2 
3.2 


176 

185 

Aon 

10,432 

13.9 

177 

170 

Dominion  Bankshares 

10,369 

2.5 

178 

222 

Broad 

1J*44 

40.0 

179 

160 

Unisys 

10,289 

-4.3 

180 

152 

Coast  Savings  Finl 

10,217 

-9.1 

181 

179 

Duke  Power 

10,084 

5.7 

182 

173 

BayBanks 

10,082 

1.7 

183 

186 

Enron 

9.849 

8.2 

184 

183 

Unocal 

9,774 

5.6 

185 

181 

First  Capital  Holding 

9,737 

5.9 

186 

188 

Anheuser-Busch  Cos 

9,634 

6.7 

187 

297 

ConAgra 

9,564 

77.0 

188 

187 

Rockwell  Intl 

9,562 

5.9 

189 

196 

UNUM 

9,514 

11.2 

190 

210 

Johnson  &  Johnson 

9,506 

20.0 

191 

193 

Firstar 

9,383 

9.0 

192 

176 

Standard  Fedl  Bank 

9,297 

-3.5 

193 

205 

Coca-Cola 

9,278 

12.0 

194 

209 

Beneficial  Corp 

9,260 

16.7 

195 

194 

Monsanto 

9,236 

7.3 

196 

190 

Coastal  Corp 

9,230 

5.2 

197 

200 

Bristol-Myers  Squibb 

9,215 

8.5 

198 

202 

Central  &  So  West 

9,074 

8.7 

199 

237 

Amerada  Hess 

9,057 

31.9 

200 

203 

Pfizer 

9,052 

8.7 

201 

212 

SouthTrust 

9,006 

16.0 

202 

191 

Sun  Co 

9,000 

3.5 

203 

462 

BanPonce 

8,984 

50.4 

204 

201 

Goodyear 

8,964 

5.9 

205 

198 

Long  Island  Lighting 

8,843 

3.8 

206 

189 

Anchor  Bancorp 

8,771 

-1.9 

207 

214 

Motorola 

8,742 

13.7 

208 

197 

Union  Carbide 

8,733 

5.5 

209 

467 

McCaw  Cellular 

8,714 

186.5 

210 

195 

AmSouth  Bancorp 

8,706 

1.6 

211 

236 

Walt  Disney 

8,568 

24.5 

212 

246 

Dayton  Hudson 

8,524 

27.5 

213 

199 

Baxter  International 

8,517 

0.2 

214 

206 

NWNL 

8,474 

2.5 

215 

219 

Champion  Intl 

8,351 

10.9 

216 

211 

May  Dept  Stores 

8,295 

6.3 

217 

309 

Conseco 

8,270 

59.8 

218 

256 

MCI  Communications 

8,249 

30.2 

219 

208 

Old  Kent  Financial 

8,205 

1.0 

220 

252 

American  Family 

8,035 

23.3 

221 

240 

Merck 

8,030 

18.8 

222 

227 

UAL 

7,994 

10.9 

223 

229 

Fifth  Third  Bancorp 

7,956 

11.4 

224 

192 

CMS  Energy 

7,921 

-i.\ 

225 

213 

Ohio  Edison 

7,842 

1.5 

■  Not 

on  500  list  in  1989. 

226 

225 

Temple-Inland 

7,834 

8.1 

227 

226 

Sara  Lee 

7,780 

7.6 

228 

218 

Niagara  Mohawk  Pwr 

7,770 

2.6 

229 

215 

Pennsylvania  P&L 

7,735 

1.8 

230 

260 

First  Empire  State 

7,715 

23.8 

231 

239 

Integra  Financial 

7,627 

12.7 

232 

235 

Mercantile  Bancorp 

7,617 

9.7 

233 

217 

Carolina  Power  &  Lt 

7,519 

-0.7 

234 

228 

Marshall  &  llsley 

7,460 

4.3 

235 

244 

Hibernia 

7,358 

9.8 

236 

249 

Delta  Air  Lines 

7,327 

11.8 

237 

224 

Pacific  Enterprises 

7,291 

-0.5 

238 

220 

Consolidated  Rail 

7,245 

-3.0 

239 

221 

American  Stores 

7,245 

-2.1 

240 

241 

Cooper  Industries 

7,168 

6.3 

241 

279 

Eli  Lilly 

7,143 

22.1 

242 

261 

South  Carolina  Natl 

7,051 

13.4 

243 

223 

Riggs  National 

7,051 

-3.9 

244 

233 

Pinnacle  West 

7,011 

-0.1 

245 

232 

People's  Bank 

6,926 

-1.8 

246 

242 

Marriott 

6,926 

2.9 

247 

248 

Washington  Mutual 

6,922 

5.0 

248 

245 

General  Public  Utils 

6,916 

3.4 

249 

284 

Scott  Paper 

6,901 

20.1 

250 
251 

243 

Gulf  States  Utils 

6,863 

2.0 

238 

Lockheed 

6,860 

1.0 

252 

271 

Baltimore  G&E 

6,710 

12 1 

253 

281 

Commerce  Bcshs 

6.709 

15.1 

254 

254 

First  Tennessee  Natl 

6.708 

4.8 

255 

255 

Capital  Cities/ABC 

6,696 

5.3 

256 

259 

Stone  Container 

6,690 

7.0 

257 

287 

Ethyl 

6,690 

18.8 

258 

251 

Northeast  Utilities 

6,601 

1.2 

259 

267 

USAir  Group 

6,574 

8.3 

260 

250 

General  Dynamics 

6,573 

0.4 

261 

294 

Reynolds  Metals 

6,527 

17.5 

262 

128 

Meritor  Savings  Bank 

6,520 

^18.4 

263 

257 

LTV 

6,511 

2.8 

264 

282 

First  Security 

6,493 

12.0 

265 

230 

First  American  Corp 

6,480 

-8.2 

266 

386 

Discount  Corp  of  NY 

6,461 

67.0 

267 

296 

Emerson  Electric 

6,449 

16.5 

268 

234 

Paramount  Commun 

6,404 

-7.9 

269 

265 

Burlington  Resources 

6,360 

4.3 

270 

295 

First  Alabama  Bcshs 

6,344 

14.3 

271 

273 

Star  Banc 

6,295 

5.8 

272 

270 

INB  Financial 

6,263 

4.1 

273 

288 

WR  Grace 

6,227 

10.8 

274 

277 

Columbia  Gas  System 

6,196 

5.4 

275 

301 

Central  Fidelity  Bks 

6,173 

15.7 

276 

310 

Federal  Express 

6,164 

19.6 

277 

300 

Raytheon 

6,119 

14.6 

278 

286 

PPG  Industries 

6,108 

8.2 

279 

263 

Burlington  Northern 

6,075 

-1.2 

280    303 


Archer  Daniels    6,073      15.4 


Rank 

Company 

Assets 

% 

1990  198! 

Panhandle  Eastern 

($mil) 

6,069 

change 

-3.1 

281 

258 

282 

289 

Pitney  Bowes 

6,061 

8.0 

283 

264 

Monarch  Capital 

6,020 

-2.6 

284 

262 

Black  &  Decker 

5,890 

-5.9 

285 

268  Talman  Home  Federal 

5,888 

-3.4 

286 

292 

Merchants  National 

5,818 

4.3 

287 

293 

First  Florida  Banks 

5.780 

3.9 

288 

276 

James  River  Corp  Va 

5,741 

0.0 

289 

283 

Union  Electric 

5,702 

-1.0 

290 

315 

Citadel  Holding 

5,698 

14.4 

291 

285  American  Home  Prods 

5,637 

-0.8 

292 

299 

Whirlpool 

5,614 

4.9 

293 

321 

Abbott  Laboratories 

5,563 

14.7 

294 

304 

TRW 

5,555 

5.6 

295 

178 

ICH 

5,546 

-42.0 

296 

319 

Torchmark 

5,536 

12.5 

297 

314 

First  Hawaiian 

5,508 

8.5 

298 

275 

Ryder  System 

5,502 

-7.3 

299 

317 

First  Financial  Mgmt 

5,479 

10.9 

300 

274 

Commercial  Federal 

5,476 

-7.9 

301 

307 

Greyhound  Dial 

5,431 

4.3 

302 

312 

First  Virginia  Banks 

5.384 

5.1 

303 

379 

Intel 

5,376 

34.6 

304 

290 

Illinois  Power 

5,345 

-4.7 

305 

322 

Borden 

5,284 

9.5 

306 

318 

Kimberly-Clark 

5,284 

7.3 

307 

320 

Pennzoil 

5,261 

7.8 

308 

365 

Oryx  Energy 

5,252 

25.5 

309 

335 

Potomac  Electric 

5,240 

12.9 

310 

311 

Bank  South 

5,184 

0.9 

311 

345 

HJ  Heinz 

5,170 

15.4 

312 

323 

BB&T  Financial 

5,159 

7.3 

313 

316 

American  Cyanamid 

5,092 

2.4 

314 

247 

Santa  Fe  Pacific 

5,066 

3.7 

315 

324 

Texas  Instruments 

5,048 

5.1 

316 

302 

Litton  Industries 

5,047 

-5.1 

317 

337 

Florida  Progress 

5,046 

8.9 

318 

327 

Coca-Cola  Enterprises 

5,021 

6.1 

319 

338 

Consol  Natural  Gas 

5,006 

8.8 

320 

346 

Ashland  Oil 

5,004 

12.0 

321 

269 

American  Capital 

4,964 

-17.7 

322 

329 

City  National 

4,956 

5.5 

323 

298 

Northeast  Federal 

4,932 

-3.7 

324 

395 

Deposit  Guaranty 

4,923 

31.5 

325 

364 

AMAX 

4,920 

17.4 

326 

341 

Central  Bancshares 

4,915 

8.8 

327 

377 

Mercantile  Bkshs 

4,886 

21.6 

328 

357 

Comdisco 

4,868 

13.4 

329 

400 

First  Citizens  Bcshs 

4,825 

30.6 

330 

350 

Sumitomo  Bank  Calif 

4,795 

9.0 

331 

366 

Boise  Cascade 

4,785 

15.5 

332 

216 

Continental  Airlines 

4,773 

-37.0 

333 

339 

No  States  Power 

4,762 

3.7 

334 

308 

Dun  &  Bradstreet 

4,754 

-8.3 

335 

342 

American  Natl  Ins 

4,754 

5.3 

198 
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Considering  all  the  times  you've  seen  the  words  "new 
and  improved"  used  to  introduce  products,  it's  no 
wonder  you're  skeptical.  But  the  all-new  1991  Ninety 
Eight™  is  an  automobile  we  truly  believe  delivers  on 
these  words  in  a  very  big  way 

Inside  and  out,  the  Ninety  Eight  has  totally  changed. 
In  fact,  it  redefines  the  contemporary  luxury  car. 

The  Ninety  Eight  is  larger  now  bringing  you  more 
of  what  you  want  from  a  luxury  car.  More  back  seat 
legroom  and  over  20  cubic  feet  of  trunk  space. 

Ninety  Eight  also  features  a  more  responsive  3800  V6 
with  tuned  port  injection,  and  standard  anti-lock  brakes. 
You'll  be  amazed  by  the  newly  available  Computer 
Command  Ride  System.  An  innovation  that  automatically 
adjusts  the  ride  to  match  changing  road  conditions. 
And  the  air  bag  on  the  driver's  side  is  now  standard,  too. 

And  nowhere  else  will  you  find  the  Oldsmobile 


Edge,  the  exclusive  comprehensive  owner  satisfaction 
program  that  can't  be  touched  by  any  other  luxury 
automobile  you  can  buy  regardless  of  cost 

To  find  out  more  about  the  all  new  Ninety  Eight, 
just  stop  by  your  local  Oldsmobile®  dealer.  Or  call 
1-800-242-OLDS,  Monday-Friday  9  am  to  7  p.m.  EST. 

In  highway  mileage,  we  do  a  number  on  the  competition. 


NINETY 
EIGHT 


LINCOLN 
TOWN  CM 


MAZDA 
929 


EPA  Estimated  MPG  Highway 27 23 23 

Highway  Range  (miles)  486 414 426 


Highway  range  estimates  are  obtained  by  multiplying  EPA  highway  estimates  by  the  fuel  tank 
capacity  in  gallons. 

INinetyEight 

The  New  Generation  of  Oldsmobile. 


ASSETS 


THE  FORBES  500 


Rank 

Company  Assets 

% 

1990  1989 

($mil) 

change 

-9.7 

336    305 

Honeywell    4,746 

337     ■ 

Safeway    4,739 

4.4 

338    331 

NY  State  E&G    4,736 

1.4 

339     336 

CBS    4,692 

1.2 

340    278 

Perpetual  Financial    4,656 

-20.6 

341  356  Puget  Sound  Bancorp  4,590  6.9 

342  352  West  One  Bancorp  4,587  5.5 

343  353  USLife  4,d73  55 

344  347  Allegheny  Power  4,561  2.9 

345  372  Transco  Energy  4,549  10.7 


346 

343 

NCR 

4,547 

1.0 

347 

358 

Halliburton 

4,544 

6.6 

348 

344 

Ralston  Purina 

4,519 

0.5 

349 

306 

Dana 

4,513 

-13.6 

350 

398 

CPC  International 

4,490 

21.2 

351  332  First  Commerce  4,468  -4.1 

352  340  Jefferson-Pilot  4,455  -1.6 

353  313  Howard  Savings  Bank  4,418  -13.1 

354  370  New  England  Electric  4,408  7.1 

355  421  Union  Camp  4,400  28.7 


356 

325 

Bethlehem  Steel 

4,382 

-8.6 

357 

380 

Rochester  Community 

4,316 

8.5 

358 

330 

PHH 

4,309 

-7.8 

359 

383 

Woolworth 

4,305 

10.2 

360 

351 

Campbell  Soup 

4,281 

-2.0 

361  438  Fourth  Financial  4,279  34.5 

362  374  United  Missouri  Bcsh  4,272  5.8 

363  ■  Alleghany  4,228  6.3 

364  355  Citizens  Savings  4,228  -1.7 


365 

381 

Times  Mirror 

4,193 

6.2 

366 

■ 

Unitrin 

4,192 

1.8 

367 

415 

Charles  Schwab 

4,188 

20.3 

368 

333 

TCF  Financial 

4,186 

-10.1 

369 

373 

Downey  S&L  Assn 

4,168 

1.7 

370 

392 

Humana 

4,159 

10.7 

371  410  Colgate-Palmolive  4,158 

372  391  Cincinnati  G&E  4,156 

373  360  Kroger  4,119 

374  406  Schering-Plough  4,103 

375  ■  Rhone-Poulenc  Rorer  4,085 

376  376  Natl  Community  Bks  4,056 

377  369  UA  Entertainment  4,039 

378  384  Williams  Cos  4,034 

379  412  Air  Prods  &  Chems  4,030 

380  393  Viacom  4,028 

381  348  American  Savings  4,012 

382  378  Union  Planters  4,005 

383  354  PHM  3,993 

384  361  Premier  Bancorp  3,940 

385  382  DQE  3,919 


386 

371 

National  Medical 

3,919 

387 

394 

Mead 

3,889 

388 

362 

Ryland  Group 

3,860 

389 

399 

Wilmington  Trust 

3,834 

390 

349 

Society  for  Savings 

3,829 

■  Not 

on  500  list  in  1989. 

17.6 
10.0 
-2.9 
13.5 
128.0 

0.8 
-1.9 

3.4 
14.4 

7.3 

-9.4 

0.1 

-7.7 

-6.8 

0.0 

-4.8 
37 

-8.4 

3.6 

-13.3 


Rank 

1990  1989 

391  390 

392  397 

393  404 

394  423 

395  442 

396  428 

397  387 

398  385 

399  411 

400  452 

401  403 

402  447 

403  359 

404  451 

405  434 

406  468 

407  409 

408  483 

409  401 

410  413 


Company  Assets  % 

($mil)  change 

Gannett    3,826  1.1 

Southwest  Gas    3,764  1.6 

Masco    3,761  3.3 

Kellogg    3,749  10.6 

General  Mills    3,733  17.6 


First  Bancp  Ohio  3,722 

Summit  Bancorp  3,718 

Arkla  3,714 

Liberty  National  3,713 

Trustmark  3,700 


Hercules 

Hawaiian  Electric 

Old  Stone 

Gillette 

Upjohn 

Melville 

San  Diego  G&E 

Equitable  of  Iowa 

Nipsco  Industries 

Martin  Marietta 


3,700 
3,674 
3,673 
3,671 
3,668 

3,662 
3,657 
3,650 
3,625 
3,611 


411  408  Freeport-McMoRan 

412  459  Toys  'R'  Us 

413  419  Geico 

414  450  Browning-Ferris  Inds 

415  476  Zions  Bancorporation 


436  ■  RR  Donnelley  &  Sons 

437  480  Southern  Natl 

438  449  Old  Republic  Intl 

439  416  Northeast  Bancorp 

440  463  GATX 


441  474 

442  455 

443  433 

444  487 


Westvaco 

Sunwest  Financial 

Enserch 

Warner-Lambert 


445    414     Cullen/Frost  Bankers 


3,343 
3,342 
3,329 
3,325 
3,310 

3,309 
3,294 
3,264 
3,261 
3,255 


11.6 

-3.8 

1.8 

5.0 

19.0 

1.3 

17.4 

-13.5 

17.9 

13.0 

20.8 

3.1 

26.5 

-1.3 

3.0 


3,588 

0.8 

3,582 

16.5 

3,576 

4.1 

3,563 

14.3 

3,559 

19.6 

416 

444 

Valley  Bancorp 

3,551 

12.6 

417 

440 

Penn  Central 

3,547 

11.6 

418 

422 

Centel 

3,543 

3.7 

419 

417 

Baltimore  Bancorp 

3,523 

1.8 

420 

436 

Tandy 

3,514 

10.0 

421 

426 

Corning 

3,512 

4.5 

422 

■ 

American  Medical 

3,500 

-20.9 

423  405  TW  Holdings    3,496      -3.8 

424  432  Dauphin  Deposit    3,489        7.1 

425  429  Kerr-McGee    3,473       4.2 


426 

456 

Farm  &  Home  Finl 

3,446 

11.7 

427 

368 

Itel 

3,443 

-16.6 

428 

439 

So  New  Eng  Telecom 

3,431 

7.9 

429 

402 

Navistar  Intl 

3,418 

-6.5 

430 

389 

Equimark 

3,417 

-10.1 

431  427  St  Paul  Bancorp  3,417  2.2 

432  425  Great  Lakes  Bancorp  3,392  0.2 

433  424  SFFedCorp  3,366  -0.6 

434  430  Wisconsin  Energy  3,361  1.3 

435  486  Great  A&P  Tea  3,357  17.0 


33.3 
14.3 

6.6 
-4.1 

8.2 

10.4 

6.7 

0.3 

14.0 

-7.1 


Rank  Company  Assets  % 

1990  1989  ($mil)  change 

446  445  Ohio  Casualty  3,253  3.4 

447.  454  Valhi  3,243  20.7 

448  478  Hanover  Insurance  3,241  9.7 

449  466  Public  Service  Colo  3,230  6.1 

450  473  Quantum  Chemical  3,222  7.3 

451  457  Sonat  3,196  3.6 

452  500  Harcourt  Brace  3,182  20.3 

453  420  Henley  Group  3,170  -7.5 

454  489  Apple  Computer  3,157  12.2 

455  477  General  Cinema  3,156  6  2 

456  475  Scana  3,145  5.4 

457  472  Dresser  Industries  3,119  3  7 

458  469  Bally  Manufacturing  3,109  4.4 

459  435  Northrop  3,094  -3.2 

460  446  Colorado  Natl  Bkshs  3,094  -1.6 

461  448  Quaker  Oats  3,087  2.0 

462  138  Fund  American  Cos  3,087  -73.7 

463  498  FirsTier  Financial  3,076  15.7 

464  453  Greater  NY  Savings  3,052  -1.7 

465  441  Fortune  Financial  3,037  -4.3 

466  437  Maxxam  3,028  -4.9 

467  464  Eaton  3,013  -1.3 

468  485  Boston  Edison  3,012  4.6 

469  ■  Di  I  lard  Dept  Stores  3,008  20.5 

470  465  Tribune  3,001  -0.8 

471  460  Multibank  Financial  2,993  -2.4 

472  ■  Ingersoll-Rand  2,983  15.0 

473  407  Lone  Star  Tech  2,972  -17.5 

474  488  FMC  2,959  5.0 

475  471  Inland  Steel  Inds  2,935  -2.5 

476  ■  AMP  2,929  15.8 

477  461  Paccar  2,906  -5.2 

478  ■  Baker  Hughes  2,906  40.5 

479  497  Super  Valu  Stores  2,874  7.3 

480  490  Whitney  Holding  2,872  3.8 

481  ■  Limited  2,872  18.7 

482  ■  American  Petrofina  2,846  13.6 

483  484  Bay  View  Capital  2,843  -1.3 

484  ■  Phelps  Dodge  2,827  12  9 

485  494  DPL  2,824  4.8 

486  ■    Alexander  &  Alexander  2,809  12.5 

487  ■  Manville  2,796  5.7 

488  ■  Johnson  Controls  2,795  6.1 

489  ■  US  Trust  2,778  100 

490  ■  Asarco  2,771  13.5 


491 

495 

Fleming  Cos 

2,768 

2.9 

492 

491 

Security  Bancorp 

2,759 

1.2 

493 

■ 

Affiliated  Bkshs  Colo 

2,738 

4.9 

494 

431 

Western  Capital  Inv 

2,723 

-16.7 

495 

443 

Valley  Federal  S&L 

2,721 

-14.2 

496 

■ 

Compaq  Computer 

2,718 

30.0 

497 

458 

Citizens  First  Bncp 

2,708 

-119 

498 

■ 

Rohm  &  Haas 

2,702 

10.0 

499 

499 

Progressive 

2,695 

1.8 

500 

■ 

Ogden 

2,693 

3.6 
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\buare 
now  entering 

British 
Aerospace 

Britain's  leading  exporter  of  manufactured  goods. 


British  Aerospace  covers  five  continents  and  six  oceans. 

To  serve  the  world  it  takes  more  than  professional 
engineering  and  marketing  skills.  It  requires  formidable 
resources. 

British  Aerospace  continues  to  reinforce  its  global 
position  in  four  key  sectors,  defence,  commercial 
aircraft,  automotive  and  construction  and  property 
development. 

Each  one  provides  a  perfectly  balanced  portfolio  of 
engineering  disciplines  for  solo,  co-ordinated  or 
consortium  ventures. 

Recent  achievements  include  the  world's  quietest 


airliner,  Britain's  largest  ever  export  deal,  Asia's  longest 
bridge,  the  world's  most  powerful  civil  communications 
satellite  and  manufacturer  of  the  Car  of  the  Year. 

British  Aerospace  provides  a  new  level  of  technical 
brilliance,  fresh  ways  of  thinking  and  an  even  greater 
commitment  to  responsive  customer  service. 

The  pursuit  of  excellence  transcends  all  frontiers. 

The  closer  you  look  at  British  Aerospace,  the  more 
there  is  to  discover.  * 

A 


British  Aerospace  Pic,  1 1  Strand,  London  WC2N  sjt 


COMMERCIAL  AIRCRAFT     DEFENCE  SYSTEMS     MOTOR  VEHICLES     SPACE  AND  COMMUNICATIONS     PROPERTY  DEVELOPMENT  AND  CONSTRUCTION. 


1991  DHL  Airways,  Inc. 


EXPORT 
CAR  OF  THE 

YEAR. 


I  he  competition  took  place  every  single  business 
day  last  year.  The  three  major  air  express  carriers. 
Clocked  on  some  of  the  toughest  routes  in  the  world. 

And  every  package 
counted.  The  winner? 
No  contest. 

DHL  was  faster  to 
more  places  in  the 
world  than  any  other 
carrier.  Which  makes 
sense.  We  use  our  own  customs  brokers.  Our  own 
people  pick  up  and  deliver.  And  we  have  three 


DHL 

OUTPERFORMS 

FEDERALS  I  PS 

BY  DAYS. 


CI  KRI-AT  TRANSIT  TIMKS 


FROM 


TO 


DHL 


FEDERAL 


UPS 


NEW  YORK 


ROME,  ITALY 


CHICAGO 


LONDON,  ENGLAND 


NEW  YORK 


GENEVA,  SWITZERLAND 


MIAMI 


RIO  DE  JANEIRO.  BRAZIL 


NEW  YORK 


MILAN,  ITALY 


NEW  YORK 


BRUSSELS,  BELGIUM 


LOS  ANGELES 


TOKYO,  JAPAN 


LOS  ANGELES 


SYDNEY,  AUSTRALIA 


MIAMI 


SANTIAGO.  CHILE 


Partial  listing  of  the  167  countries  we  serve  Transit  times  in  24-hour  periods  Subtect  to  change  without  notice 

times  the  experience  of  Federal  Express  or  UPS. 

Even  around  the  world,  we're  the  vehicle  of  tomor- 
row. For  immediate  pickup,  dial  1-800-CALL-DHL 


l-orbes 


FASTER  TO  MORE  OF  THE  WORLD 


THE  FORBES  SOOs 


**. 


For  most  companies'  stock  market  valuations, 
appreciation  was  the  rule.  But.a  few  stocks 
enjoyed  heady  climbs— and  some,  unsettling 
falls.  In  total,  the  capitalization  of  the  most 
valuable  companies  rose  10%. 


i    1 


When  you  smooth  out  the  sharp  peaks  and  valleys  from  earned  less  than  $4  million  during  the  latest  12  months? 

the  stock  market  index  curves,  you  find  that  the  aggregate  Investors  raised  the  market  value  of  Exxon  by  25%, 

market  value  of  the  companies  on  this  list  rose  10%,  to  just  more  than  enough  to  put  it  in  first  place.  Contributing 

over  $2.5  trillion,  during  the  past  12  months.  cause:  the  company's  68%  gain  in  profits  last  year.  That 

In  mid-February  IBM  traded  at  its  highest  level  since  gain  was,  of  course,  a  reflection  of  higher  crude  prices, 

1987.  Since  then,  it  has  lost  more  than  28  points.  By  the  which  fell  back  early  this  year  when  the  Gulf  war  started. 


end  of  our  measuring  period,  IBM's 
capitalization  of  $64  billion  was  only 
6%  higher  than  it  was  a  year  earlier.  As 
a  result,  IBM  slipped  into  third  place. 
This  is  only  the  third  time  in  the 
history  of  our  Market  Value  500, 
which  dates  back  to  1969,  that  IBM 
has  not  appeared  at  the  top  ( the  other 
issues  were  in  1975  and  1982). 

One  year  ago  Amgen  Inc.'s  market 
value  was  $1.1  billion.  On  Mar.  22  of 
this  year,  our  pricing  date,  the  capitalization  of  this 
biotechnology  firm  was  $4.8  billion  (since  then  it  has 
climbed  to  over  $5.2  billion). 

What's  so  hot  about  Amgen  and  other  biotechnology 
and  medical  stocks?  Partly,  the  notion  that  an  aging 


Rank 
1990  1989 

Company       Market 
value 
($mil) 

% 
change 

1  2 

2  5 

3  1 

4  3 

5  10 

Exxon  72,084 

Philip  Morris  Cos  64,357 

IBM  63,784 

General  Electric  57,844 

Wal-Mart  Stores  42,413 

25.0 

76.0 

5.7 

1,1 

61.1 

Philip  Morris  Cos.,  which  appreciated 
76%,  is  in  second  place. 

rjr  Nabisco,  which  went  private  in 
1989,  recently  swapped  some  debt  for 
publicly  held  stock.  It  returns  to  this 
list  in  the  55th  position,  with  a  market 
capitalization  of  over  $9  billion.  The 
last  time  we  ranked  this  company, 
1988,  it  had  a  capitalization  of  $11 
billion.  Safeway,  ranked  398,  rejoined 
the  public  sector  in  April  1990;  it  has  a 
market  capitalization  of  around  $1.5  billion. 

Note  that  there  are  some  unique  reasons  certain  compa- 
nies moved  down  in  the  rankings.  The  market  value  of  CBS 
declined  46%.  The  stock  slipped  only  3%,  but  the  company 


repurchased  10.5  million  of  its  shares.  Santa  Fe  Pacific's 
population  means  unending  growth  for  them;  partly,  Wall  capitalization  shrank  60%:  It  spun  offits  real  estate  and  oil 
Street's  mood.  In  Amgen's  case,  investors  are  banking  on  and  gas  operations.  Our  stock  market  report  (beginning  on 
expected  profits  from  erythropoietin,  a  hormone  that  page  284)  shows  a  price  decline  for  Santa  Fe  Pacific  of  only 
stimulates  red  blood  cell  production.  It's  a  good  chemi-  26%;  that's  because  we  added  back  the  value  of  distribu 
cal — but  isn't  $5  billion  quite  a  price  for  a  company  that     tions  there. 


Winners 

Rank 
1990           1989 

Company 

Market  value 
($mil) 

% 
change 

137             ■ 
268             ■ 
247             ■ 
249              ■ 
375              ■ 

Amgen 

US  Healthcare 

US  Surgical 

Medco  Containment 

Biomet 

4,809 
2,342 
2.564 
2,544 
1,567 

350.3 
340.9 
289.5 
185.5 
150.1 

■  Not  on  500  list  in  1989. 

Losers 

Rank 
1990 

1989 

Company 

Market  value 
($mil) 

% 
change 

459 
463 
446 
424 
460 

158 
185 
193 
203 
244 

Teledyne 
Oracle  Systems 
Santa  Fe  Pacific 
Tandem  Computers 
Polaroid 

1,219 
1,203 
1,254 
1,332 
1,214 

-68.1 
-63.2 
-60.0 
-54  8 
-501 
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Wilfred  is  delighted 

By  Our  recent 

Mobil  Five  Star  award. 

he's  Certain  it 

wvs  The  pancakes. 


■ 


7 


Wilfred  Johnson,  Breakfast  Chef 
Four  Seasons  Hotel,  Los  Ang'eles 


His  pancakes,  like  everything  he  cooks,  are  prepared  with  your  taste  tor  perfection  in  mind.  And  that's  really  what  this  prestigious 
vard  is  all  about,  our  passion  to  serve.  Besides  Wilrred  s  culinary  dedication,  there's  Lisa,  your  concierge,  who  charters  a  __>r 

Four 

ane  as  easily  as  she  takes  messages,  ror  the  starr  or  the  Four  Seasons  Hotel  at  Beverly  Hills,  our  greatest  pleasure  is  to  Hntol 

It-  -ii  LOSANGELES 

llicipate  your  needs  even  berore  you  do.  For  reservtions  call  your  travel  agent  or  toll  tree  in  the  U.S.  at  800-332-3442.         at  Beverly  Hills 

300  SOUTH  DOHENY  DRfVE  AT  BURTON  WAY,  I.OS  ANGELES,  CA  90048  PHONE  (213)  273-2222  Amemberof  'ThrfeadiltfHotelsofthefWoHd® 


MARKET  VALUE 


THE  FORBES  SOO 


Rank 
1990  1989 


Company  Market      % 
value    change 
($mil) 


6  7  Merck 

7  8  Bristol-Myers  Squibb 

8  14  Coca-Cola 

9  4  American  Tel  &  Tel 

10  20  Johnson  &  Johnson 

11  16  Procter  &  Gamble 

12  6  General  Motors 

13  15  Chevron 

14  9  Amoco 

15  28  PepsiCo 

16  13  Mobil 

17  12  BellSouth 

18  11  El  du  Pont 

19  18  GTE 

20  19  Atlantic  Richfield 

21  25  Eli  Lilly 

22  36  Abbott  Laboratories 

23  24  Bell  Atlantic 

24  35  American  Intl  Group 

25  22  Minn  Mining  &  Mfg 

26  31  Waste  Management 

27  29  Ameritech 

28  32  American  Home  Prods 

29  45  Pfizer 

30  21  Pacific  Telesis 

31  34  Texaco 

32  26  Boeing 

33  27  Southwestern  Bell 

34  33  Walt  Disney 

35  17  Ford  Motor 

36  37  US  West 

37  30  Nynex 

38  44  Anheuser-Busch  Cos 

39  39  Eastman  Kodak 

40  23  Dow  Chemical 

41  41  American  Express 

42  40  McDonald's 

43  59  Federal  Natl  Mortgage 

44  42  Hewlett-Packard 

45  33  Sears,  Roebuck 


46  70 

47  92 

48  47 

49  49 


Kellogg 

Microsoft 

Pacific  G&E 

Schering-Plough 


50    90      Marion  Merrell  Dow 


40,150  45.8 

40,009  45.8 

36,085  44.4 

35,923  -19.5 

30,446  64.0 


28,523 

28,174* 

7,3f " 

7,232 

25,930 


25 


20 


0,283 
212 
9,660 
9,227 
9,180 


6,588 
6,409 
6,232 
5,460 
5,425 


2,889 
2,077 
1,687 
1,682 
1,195 


22.6 

-12.6 

14.7 

2.1 

59.5 


5,821  3.2 

545  -1.1 

4,449  -6.1 

1,295  2.6 

1,196  13.1 


17.7 
43.7 

8.8 
26.0 

3.5 


8,388  17.8 

7,810  9.6 

7,705  13.7 

7,175  76.5 

6,877  -9.0 


7.6 

-1.9 

-1.8 

-0.1 

-30.5 


5,408  13.1 

4,407  -10.3 

4,293  33.3 

3,995  12.4 

2,892  -29.0 


14.7 
6.3 

43.9 

5.1 

-14.9 


51 

79 

Campbell  Soup 

10,254 

55.2 

52 

63 

HJ  Heinz 

10,051 

28.0 

53 

75 

Warner-Lambert 

9,807 

41.2 

54 

52 

Emerson  Electric 

9,686 

11.7 

55 

■ 

RJR  Nabisco 

9,424 

NA 

56  98  General  Mills     9,336  62.2 

57  68  Limited     9,276  25.4 

58  89         American  Brands     9,216  49.8 

59  58      Berkshire  Hathaway     9,082  11.6 

60  94      Baxter  International     9,071  51.5 

■  Not  on  500  list  in  1989.    NA:  Nc  available. 


Rank 
1990  1989 


61  80 

62  60 

63  65 


Company  Market      % 
value    change 
($mil) 


Sara  Lee 

Southern  Co 

Intel 


9,012  39.0 
8,838  9.2 
8,735      11.4 


64 

56 

SCEcorp 

8,549 

3.0 

65 

67 

Commonwealth  Ed 

8,492 

14.1 

66 

46 

Digital  Equipment 

8,411 

-11.5 

67 

82 

JP  Morgan  &  Co 

8,354 

30.4 

68 

54 

Dun  &  Bradstreet 

8,329 

-1.4 

69 

43 

Westinghouse 

8,306 

-22.7 

70 

73 

Upjohn 

8,270 

16.0 

71 

69 

General  Re 

8,033 

8.6 

72 

78 

Kmart 

7,994 

16.9 

73 

51 

Capital  Cities/ABC 

7,848 

-10.5 

74 

48 

USX 

7,699 

-14.5 

75 

53 

Motorola 

7,541 

-12.7 

76 

66 

Toys  'R'  Us 

7,454 

-3.9 

77 

88 

Phillips  Petroleum 

7,438 

20.8 

78 

109 

Apple  Computer 

7,389 

39.7 

79 

64 

Loews 

7,315 

-6.7 

80 

85 

Texas  Utilities 

7,215 

15.8 

81 

97 

BankAmerica 

7,201 

23.9 

82 

76 

Union  Pacific 

7,187 

4.1 

83 

119 

Gillette 

7,000 

41.0 

84 

72 

Monssnto 

6,984 

-2.3 

85 

114 

Kimberly-Clark 

6,893 

34.3 

86 

86 

Norfolk  Southern 

6,792 

9.2 

87 

81 

Gannett 

6,682 

3.8 

88 

50 

MCI  Communications 

6,572 

-25.7 

89 

100 

International  Paper 

6,569 

17.0 

90 

103 

Rockwell  Intl 

6,379 

16.2 

91     87 

Archer  Daniels 

6,376 

3.3 

92   121 

NCR 

6,336 

29.4 

93   122 

Ralston  Purina 

6,256 

27.8 

94  117 

CPC  International 

6,195 

24.5 

95    83 

in 

6,194 

-3.3 

96     74 

Unocal 

6,188 

-12.6 

97  179 

ConAgra 

6,085 

80.9 

98    91 

May  Dept  Stores 

6,065 

0.5 

99     57 

JC  Penney 

6,018 

-27.0 

100   108 

Time  Warner 

5,980 

11.6 

101   172 

Home  Depot 

5,967 

69.9 

102   104 

Pub  Svc  Enterprise 

5,900 

7.5 

103   101 

Duke  Power 

5,824 

5.0 

104   118 

Marsh  &  McLennan 

5,818 

17.0 

105     93 

Consolidated  Edison 

5,736 

-4.2 

106   106 

PacifiCorp 

5,697 

5.3 

107     77 

United  Technologies 

5,694 

-17.1 

108  252 

Rhone-Poulenc  Rorer 

5,619 

135.5 

109  165 

Albertson's 

5,606 

54.2 

110  142 

Chubb 

5,590 

35.8 

111    99 

Alcoa 

5,570 

-3.1 

112   136 

Corning 

5,534 

28.7 

113   102 

AMP 

5,497 

-0.5 

114     71 

Occidental  Petroleum 

5,483 

-25.2 

115   125 

*lncludes( 

Tele-Communications 

5,386 

11.9 

;iass  E  and  H  stock. 

Rank 
1990  1989 


116  55 

117  132 

118  170 

119  146 

120  139 


Company  Market      % 
value    change 
($mil) 


Tenneco 

Cooper  Industries 

Food  Lion 

Banc  One 

Raytheon 


5,367  -36.2 

5,321  19.7 

5,317  50.1 

5,302  33.9 

5,294  27.5 


121     95 

American  Electric 

5,213 

-11.7 

122  124 

Halliburton 

5,207 

7.5 

123    96 

Burlington  Resources 

5,191 

-11.4 

124  150 

Humana 

5,167 

32.6 

125    61 

United  Telecom 

5,158 

-35.1 

126   127 

Melville 

5,147 

8.0 

127   154 

Compaq  Computer 

5,134 

32.7 

128  123 

Borden 

5,081 

4.4 

129  129 

PPG  Industries 

5,054 

10.1 

130  152 

Colgate-Palmolive 

5,033 

29.6 

131   120 

American  Cyanamid 

5,010 

1.6 

132   115 

Xerox 

4,934 

-3.5 

133   105 

Aetna  Life  &  Cas 

4,900 

-9.8 

134    84 

Caterpillar 

4,869 

-22.1 

135   131 

Dominion  Resources 

4,851 

9.0 

136  135 

FPL  Group 

4,813 

11.9 

137    ■ 

Amgen 

4,809 

350.3 

138  126 

Dayton  Hudson 

4,799 

0.1 

139    62 

Citicorp 

4,711 

-40.2 

140  208 

UST  Inc 

4,632 

61.6 

141   133 

Student  Loan 

4,584 

3.3 

142   140 

Houston  Industries 

4,582 

10.4 

143   113 

Weyerhaeuser 

4,575 

-11.1 

144   111 

Paramount  Commun 

4,574 

-12.5 

145   175 

American  General 

4,457 

18.1 

146   143 

Entergy 

4,446 

9.0 

147    ■ 

Federal  Home  Loan 

4,443 

12.6 

148   168 

Quaker  Oats 

4,352 

21.7 

149   116 

McCaw  Cellular 

4,346 

-13.5 

150   149 

Automatic  Data 

4,221 

8.1 

151    171 

Central  &  So  West 

4,211 

18.9 

152   166 

Detroit  Edison 

4,206 

15.7 

153   157 

Philadelphia  Elec 

4,205 

10.2 

154   173 

Honeywell 

4,158 

18.8 

155  231 

Walgreen 

4,139 

59.2 

156  230 

Rubbermaid 

3,960 

51.7 

157   110 

Browning-Ferris  Inds 

3,957 

-24.9 

158   144 

Woolworth 

3,956 

-2.7 

159   176 

Fluor 

3,906 

13.7 

160  159 

Amerada  Hess 

3,894 

2.4 

161    167 

Pitney  Bowes 

3,866 

6.7 

162   112 

Allied-Signal 

3,839 

-26.2 

163   107 

Deere  &  Co 

3,824 

-29.2 

164   160 

Carolina  Power  &  Lt 

3,797 

0.4 

165  278 

Liz  Claiborne 

3,791 

77.3 

166   156 

Georgia-Pacific 

3,750 

-2.5 

167  207 

Reader's  Digest  Assn 

3,747 

29.8 

168  240 

Dillard  Dept  Stores 

3,739 

48.5 

169  227 

National  Medical 

3,732 

41.0 

170   182 

Baker  Hughes 

3,696 

118 
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Natural  gas. 

Fuel  of  choice 

for  environmentalists 

of  all  species. 

Environmentally  preferable  and  domestically  abundant, 

natural  gas  is  the  energy  America  can  rely  on. 

Clearly,  natural  gas  should  be  the  fuel  of  the  1990s. 

And  Enron  will  be  there  to  provide  it. 

With  $11  billion  in  revenues  and  backed  by  $9  billion 

in  assets,  Enron  Corp.  operates  the  nation's  largest 

natural  gas  transmission  system  and  markets  gas  and 

liquid  fuels  nationally  and  worldwide.  We  also  are  a  large 

independent  producer  of  natural  gas  through 

Enron  Oil  &  Gas  Company  and  are  active  in  cogeneration 

and  independent  power  production. 

Working  natural  wonders  in  the  energy  world. 
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Houston,  Texas 


MARKET  VALUE 


IHE  FORBES  500 


Rank 
1990  1989 


Company  Market      % 
value    change 
($mil) 


Rank 
1990  1989 


Company  Market      % 
value    change 
($mil) 


171   130 

Times  Mirror 

3,694 

-17.1 

226  238 

Torchmark 

2,762 

9.1 

172  211 

Hershey  Foods 

3,664 

31.1 

227  277 

Genentech 

2,752 

28.7 

173   169 

Wells  Fargo 

3,646 

2.8 

228  246 

Nordstrom 

2,738 

12.8 

174  174 

RR  Donnelley  &.  Sons 

3,641 

4.1 

229  245 

Union  Camp 

2,715 

.  11.8 

175   178 

CSX 

3,587 

6.0 

230  201 

Transamerica 

2,703 

-8.7 

176  164 

Consol  Natural  Gas 

3,518 

-3.7 

231  213 

Viacom 

2,682 

-2.9 

177   197 

Ethyl 

3,506 

169 

232  275 

Martin  Marietta 

2,680 

24.8 

178  153 

Sun  Company 

3,504 

-9.7 

233  319 

H&R  Block 

2,680 

41.5 

179  393 

Novell 

3,482 

144.5 

234  187 

Washington  Post 

2,669 

-17.2 

180  186 

Reynolds  Metals 

3,481 

6.7 

235  220 

Centerior  Energy 

2,664 

-1.0 

181  145  AMR  3,468  -14.2 

182  219  SunTrust  Banks  3,455  27.7 

183  216  Air  Prods  &  Chems  3,447  26.5 

184  226  First  Wachovia  3,402  28.4 

185  263  Gap  3,390  48.4 


186   190 

Bankers  Trust  NY 

3,389 

7.3 

187   189 

Coastal  Corp 

3,380 

6.4 

188  257 

NIKE 

3,378 

42.9 

189  151 

Cigna 

3,343 

-14.1 

190  346 

Medtronic 

3,331 

97.4 

191  271 

Merrill  Lynch 

3,310 

50.7 

192   192 

Pennsylvania  P&L 

3,301 

4.8 

193   148 

Masco 

3,288 

-16.2 

194  232 

Sysco 

3,257 

25.3 

195   180 

Dresser  Industries 

3,237 

-3.3 

196  234 

Deluxe 

3,221 

25.8 

197   155 

Chrysler 

3,197 

-16.9 

198  196 

Primerica 

3,154 

5.1 

199   177 

UAL 

3,080 

-10.2 

200  276 

Rohm  &  Haas 

3,071 

43.5 

201  202 

Texas  Instruments 

3,067 

3.8 

202  204 

Genuine  Parts 

3,054 

3.8 

203  218 

Union  Electric 

3,051 

12.8 

204  283 

Alltel 

3,050 

43.8 

205   147 

NCNB 

3,034 

-22.6 

206  295 

Sun  Microsystems 

3,028 

46.4 

207  237 

Salomon 

3,004 

18.2 

208  229 

Illinois  Tool  Works 

2,983 

13.5 

209  267 

Intl  Flavors  &  Frags 

2,982 

32.1 

210  i63 

Delta  Air  Lines 

2,966 

-20.2 

211   134 

Security  Pacific 

2,946 

-31.8 

212  279 

American  Stores 

2,932 

37.2 

213  188 

Pennzoil 

2,924 

-8.9 

214  128 

Oryx  Energy 

2,918 

-38.7 

215  249 

Morgan  Stanley 

2,874 

25.3 

216   183 

Scott  Paper 

2,872 

-13.0 

217   198 

St  Paul  Cos 

2,861 

-4.5 

221   261 

Becton  Dickinson 

2,830 

23.0 

222  274 

NBD  Bancorp 

2,827 

30.9 

223  233 

McGraw-Hill 

2,813 

9.8 

224  200 

Ohio  Edison 

2,804 

-57 

225  338 

Great  Lakes  Chemical 

2,789 

58.7 

■  Not  on  500  list  in  1989.     NA:  Not 

available. 

236  290  Textron  2,651  27.4 

237  215  Centel  2,649  -3.4 

238  242  General  Public  Utils  2,645  8.2 

239  205  Tribune  2,645  -10.0 

240  236  WR  Grace  2,636  3.3 

241  307  Reebok  International  2,611  31.1 

242  214  Carnival  Cruise  Lines  2,610  -4.8 

243  191  Pacific  Enterprises  2,607  -17.4 

244  262  Lockheed  2,599  13.5 

245  224  Whitman  2,597  -2.3 

246  337  Tyson  Foods  2.588  47.2 

247  ■  US  Surgical  2,564  289.5 

248  280  Long  Island  Lighting  2,560  20.3 

249  ■  Medco  Containment  2,544  185.5 

250  258  San  Diego  G8.E  2,518  6.6 

251  ■  C&S/Sovran  2,517  -31.2 

252  272  Geico  2,502  14.4 

253  228  Knight-Ridder  2,475  -6.0 

254  325  Norwest  2,468  34.6 

255  209  Dow  Jones  2,460  -13.3 

256  221  CMS  Energy  2,443  -9.2 

257  184  Newmont  Mining  2,437  -25.9 

258  217  Tandy  2,420  -10.7 

259  235  Champion  Intl  2,406  -5.9 

260  250  Baltimore  G&E  2,403  0.3 

261  247  Dover  2,392  -0.5 

262  310  Avon  Products  2,391  21.2 

263  437  Costco  Wholesale  2,389  93.0 

264  264  Safeco  2,377  40 

265  333  Nalco  Chemical  2,355  32  8 


266  341 

Bausch  &  Lomb 

2,353 

35.6 

267   181 

Travelers 

2,345 

-29.8 

268    ■ 

US  Healthcare 

2,342 

340.9 

269   199 

TRW 

2,340 

-21.9 

270  266 

Aon 

2,320 

1.1 

271   210 

Ingersoll-Rand 

2,273 

-19.2 

272  292 

Phelps  Dodge 

2,269 

9.2 

273  303 

Tyco  Laboratories 

2,259 

12.5 

274  320 

First  Union 

2,252 

19.2 

275  312 

Wm  Wrigley  Jr 

2,252 

16.7 

276  287 

Columbia  Gas  System 

2,240 

6.7 

277  313 

Wisconsin  Energy 

2,240 

16.1 

278  138 

CBS 

2,238 

-46.2 

279  268 

Northeast  Utilities 

2,234 

-0.4 

280  269 

Lincoln  National 

2,222 

-0.2 

Rank 

Company 

Market 

% 

1990  1989 

value 

change 

($mil) 

281   195 

Union  Carbide 

2,216 

-28.0 

282  265 

No  States  Power 

2,213 

-2.4 

283  212 

Burlington  Northern 

2,200 

-20.5 

284  301 

Arkla 

2,193 

8.6 

285  270 

AMAX 

2,189 

-1.6 

286  289 

Gt  Western  Financial 

2,185 

4.7 

287  364 

Gerber  Products 

2,177 

38.7 

288  305 

Price  Co 

2,173 

8.7 

289  327 

Morton  International 

2,172 

19.6 

290  450 

Imcera  Group 

2,145 

81.9 

291  317 

Brown-Forman 

2,142 

12.6 

292  285 

Castle  &  Cooke 

2,141 

1.1 

293  282 

Clorox 

2,134 

0.5 

294  476 

St  Jude  Medical 

2,117 

93.8 

295  293 

Capital  Holding 

2,111 

1.6 

296  286 

Potomac  Electric 

2,108 

0.1 

297  329 

Freeport-McMoRan 

2,098 

16.0 

298  315 

Coca-Cola  Enterprises 

2,096 

9.2 

299  372 

Tambrands 

2,094 

36.3 

300  309 

James  River  Corp  Va 

2,094 

5.3 

298  315 

Coca-Cola  Enterprises 

2,096 

9.2 

299  372 

Tambrands 

2,094 

36.3 

300  309 

James  River  Corp  Va 

2,094 

5.3 

301  239 

Kerr-McGee 

2,073 

-17.8 

302  316 

Super  Valu  Stores 

2,068 

8.5 

303  255 

So  New  Eng  Telecom 

2,060 

-13.1 

304  300 

WW  Grainger 

2,051 

1.4 

305    ■ 

Unitrin 

2,048 

NA 

306  294 

Allegheny  Power 

2,040 

-1.6 

307  314 

Florida  Progress 

2.036 

6.0 

308  302 

Great  A&P  Tea 

2,025 

0.7 

309  281 

National  City 

2,024 

-4.7 

310  342 

Temple-Inland 

2,020 

16.4 

311  436 

ALZA  Corp 

1,984 

59.9 

312  260 

Turner  Broadcasting 

1,977 

-14.5 

313  347 

HF  Ahmanson 

1,971 

17.2 

314  363 

UNUM 

1,964 

25.0 

315  298 

Eaton 

1,960 

-4.3 

316  330 

Niagara  Mohawk  Pwr 

1,957 

9.5 

317  352 

Hercules 

1,902 

16.3 

318  241 

Hilton  Hotels 

1,900 

-23.4 

319  304 

Consolidated  Rail 

1,895 

-5.5 

320  395 

Republic  New  York 

1,892 

34.0 

321  368 

Sherwin-Williams 

1,891 

21.2 

322  308 

Sonat 

1,886 

-5.2 

323  340 

Westvaco 

1,883 

8.3 

324  353 

TECO  Energy 

1,876 

14.9 

325  376 

CoreStates  Financial 

1,874 

25.6 

326  206 

Federal  Express 

1,873 

-35.9 

327  288 

Whirlpool 

1,858 

-11.1 

328  408 

Pall 

1,850 

36.1 

329  440 

Blockbuster 

1,846 

51.2 

330  370 

Roadway  Services 

1,843 

19.8 

331   373 

Newell  Co 

1,840 

22.0 

332  489 

Safety-Kleen 

1,829 

72.2 

333   194 

Chase  Manhattan 

1,828 

-413 

334  311 

First  Interstate  Bncp 

1,827 

-7.1 

335  324 

UA  Entertainment 

1,826 

-1.1 

208 
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Maintaining  an 
unbroken  record  of 
80  profitable  quarters, 
Freddie  Mac  stood  firm 
in  a  year  marked  by 
great  turbulence  in  the 
financial  system." 

-Leland  Brendsel 

Ihroughout  1990, 
Freddie  Mac  continued  to  set 
the  pace  in  the  industry  for  rapid 
growth  backed  by  prudent  finan- 
cial management.  It's  a  standard 
that's  allowed  us  to  set  records 
for  profitability. 

Freddie  Mac  excelled  in  other 
areas  as  well: 

♦  Our  net  interest  margin 
(revenue  base)  increased  for  the 
ninth  consecutive  year,  reaching 
$1.3  billion. 

♦  Our  net  income  totaled 
$414  million. 

♦  Our  mark- to -market  after- 
tax value  stands  at  $4.8  billion,  a 
20%  increase  over  year-end  1989. 

♦  Our  1990  reserves  stand  at 


$627  million,  a  32%  increase  over 
1989.  This  is  our  highest  year- end 
reserve  level,  relative  to  the  port- 
folio, since  1985. 

Freddie  Mac  also  made  great 
strides  in  the  area  of  product 
innovation  by  introducing  the 
Gold  PCSM  Our  ability  to 
design  solid  mortgage  purchase 


as  our  basic  principles.  The 
decisions  we  made  during  1990 
maintain  that  tradition.  Look- 
ing ahead,  we  expect  the 
key  elements  of  our  operating 
performance  in  1991  —net 
interest  margin,  net  income, 
and  mark-to-market  value  — 
to  improve  further.  These  results 


" 'Freddie  Mac  Chairman,  Leland  BrenAvl 

and  security  programs  is  a  hall- 
mark of  our  success.  In  1990, 
we  purchased  $75.5  billion  worth 
of  mortgages  from  lenders  and 
sold  $73.8  billion  in  original-issue 
securities  —  reflecting  continued 
high  securitization  of  mortgages 
throughout  the  housing 
finance  industry. 

Since  our  founding  in  1970, 
we've  built  our  business  with 
credit  quality  and  performance 


put  Freddie  Mac  in  a  position 
to  enhance  shareholder 
value  and  continue  to  fulfill  our 
housing  mission  in  a  safe  and 
sound  manner. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


Freddie  Mac 


STEADY 
FREDDIE 


SM 
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MARKET  VALUE 


THE  FORBES  500 


Rank 

Company 

Market 

% 

1990  1989 

value 

change 

($mil) 

336  297 

Ashland  Oil 

1824 

-11.6 

337  431 

Square  D 

1,823 

44.2 

338  254 

Bank  of  New  York 

1,821 

-23.7 

339  417 

Rite  Aid 

1.805 

36.5 

340  447 

American  Family 

1,803 

50.4 

341   357 

Comcast 

1,798 

11.9 

342  415 

lubrizoi 

1,796 

35.3 

343  335 

Golden  West  Finl 

1,789 

1.4 

344  382 

Crown  Cork  &  Seal 

1,780 

21.4 

345  485 

Kroger 

1,771 

64.2 

346  401 

Lyondell  Petrochem 

1,760 

27.5 

347  248 

Mfrs  Hanover 

1,756 

-27.0 

348  334 

Litton  Industries 

1,751 

-0.8 

349  433 

Geo  A  Hormel 

1,726 

37.4 

350  407 

Circus  Circus 

1,719 

26.4 

351   259 

Fleet/Norstar  Finl 

1,717 

-25.8 

352  345 

New  England  Electric 

1,714 

1.3 

353  405 

State  Street  Boston 

1,714 

25.0 

354  396 

Sigma-Aldrich 

1,712 

22.2 

355  367 

Giant  Food 

1,710 

9.5 

356  322 

New  York  Times 

1,691 

-8.8 

357    ■ 

Chiquita  Brands  Intl 

1,681 

116.4 

358  371 

Cincinnati  G&E 

1,680 

9.2 

359    ■ 

Community  Psych 

1,679 

65.7 

360  306 

Mead 

1,668 

-16.4 

361  398 

Nucor 

1,652 

18.1 

362  392 

NY  State  E&G 

1,616 

13.4 

363  403 

BHC  Commun 

1,612 

17.2 

364  321 

Homestake  Mining 

1,611 

-14.3 

365    ■ 

National  Health  Labs 

1,610 

30.1 

366  388 

US  Bancorp 

1,609 

10.8 

367  344 

FlightSafety  Intl 

1,602 

-5.9 

368  360 

Amdahl 

1,598 

0.3 

369  328 

Consolidated  Papers 

1,592 

-12.0 

370  386 

Oklahoma  G&E 

1,587 

8.9 

371  464 

Interpublic  Group 

1,580 

38.5 

372  358 

General  Cinema 

1,577 

-1.8 

373  361 

Hillenbrand  Inds 

1,574 

-0.2 

374  383 

Sonoco  Products 

1,572 

7.3 

375    ■ 

Biomet 

1,567 

150.1 

376  349 

Anadarko  Petroleum 

1,567 

-6.1 

377  339 

Household  Intl 

1,553 

-11.4 

378  444 

Cincinnati  Financial 

1,552 

28.3 

379  332 

Maytag 

1,547 

-13.2 

380  410 

Fifth  Third  Bancorp 

1,546 

14.5 

381   223 

Marriott 

1,526 

-42.9 

382  323 

Kemper 

1,520 

-17.8 

383    ■ 

Allergan 

1,507 

48.2 

384  222 

Computer  Associates 

1,504 

-43.8 

385  384 

Premier  Industrial 

1,493 

2.1 

386  467 

Bruno's 

1,490 

31.6 

387  387 

Jefferson-Pilot 

1,488 

2.4 

388  441 

First  Fidelity  Bncp 

1,484 

21.8 

389  365 

Cincinnati  Bell 

1,478 

-5.6 

390    ■ 

McCormick  &  Co 

i,478 

75.6 

■  Not  on  500  list  in  1989.     NA:  Not 

available 

Rank  Company  Market      % 

1990  1989  value  change 

($mil) 

391  356  Continental  Corp  1,476  -8.3 

392  351  EWScripps  1,472  -10.5 

393  ■  Avery  Dennison  1,472  -10.2 

394  421  Scana  1,472  '    13.7  * 

395  ■  Forest  Labs  1,470  94.9 

396  377  Stanley  Works  1,457  -1.8 

397  ■  Equifax  1,452  80.4 

398  ■  Safeway  1,447  NA 

399  343  Citizens  Utilities  1,438  -16.1 

400  ■  Betz  Laboratories  1,426  56.7 


401   284 

McDonnell  Douglas 

1,423 

-32.9 

402  412 

Mapco 

1,418 

5.9 

403  399 

Mercantile  Stores 

1,409 

2.0 

404  484 

Molex 

1,408 

30.5 

405  418 

DPL 

1,406 

6.7 

406  362 

Union  Texas  Petrol 

1,403 

-10.8 

407    ■ 

Conner  Peripherals 

1,391 

80.1 

408  299 

Chemical  Banking 

1,390 

-32.0 

409  452 

Hubbell 

1,389 

24.2 

410    ■ 

Jostens 

1,374 

33.7 

411  456 

American  Petrofina 

1,373 

18.2 

412  419 

Pioneer  Hi-Bred  Intl 

1,372 

4.1 

413  331 

VF 

1,368 

-23.3 

414  439 

Nipsco  Industries 

1,365 

10.4 

415  296 

First  Chicago 

1,362 

-34.1 

416  402 

Illinois  Power 

1,362 

-1.3 

417  379 

Dreyfus 

1,361 

-8.1 

418  375 

Paccar 

1,361 

-9.3 

419  326 

Barnett  Banks 

1,361 

-25.6 

420  471 

Bear  Stearns  Cos 

1,360 

21.2 

421    ■ 

Northrop 

1,354 

81.2 

422  465 

DQE 

1,344 

18.2 

423  470 

Fund  American  Cos 

1,332 

18.4 

424  203 

Tandem  Computers 

1,332 

-54.8 

425  422 

Alco  Standard 

1,331 

3.2 

426  409 

Weis  Markets 

1,331 

-2.1 

427  432 

Franklin  Resources 

1,330 

5.2 

428  454 

Hasbro 

1,324 

13.4 

429  473 

Boatmen's  Bancshs 

1,320 

19.9 

430  256 

Panhandle  Eastern 

1,319 

-44.3 

431    ■ 

First  Bank  System 

1,316 

55.2 

432  336 

Vulcan  Materials 

1,300 

-26.2 

433  374 

Murphy  Oil 

1,297 

-13.8 

434  416 

Snap-on  Tools 

1,295 

-2.4 

435  273 

Goodyear 

1,294 

-40.3 

436    ■ 

Progressive 

1,291 

45.7 

437  466 

MBIA 

1,283 

13.2 

438  427 

Williams  Cos 

1,272 

0.0 

439  420 

National  Service 

1,271 

-3.1 

440  425 

Gulf  States  Utils 

1,270 

-1.1 

441  380 

Ryder  System 

1,262 

-14.7 

442  355 

Penn  Central 

1,259 

-22.1 

443    ■ 

Acuson 

1,257 

56.1 

444  434 

FMC 

1,257 

0.3 

445  359 

Enserch 

1,255 

-21.7 

• 

Rank 

Company 

Market 

% 

1990  1989 

value 

change 

($mil) 

446  193 

Santa  Fe  Pacific 

1,254 

-60.0 

447    ■ 

CR  Bard 

1,253 

52.0 

448  429 

Public  Service  Colo 

1,250 

-1.6 

449  385 

McKesson 

1,246 

-14.8 

450  435 

Bandag 

1,244 

0.2 

451   443 

Greyhound  Dial 

1,237 

2.2 

452  366 

General  Dynamics 

1,229 

-21.4 

453  404 

Willamette  Inds 

1.227 

-10.6 

454  481 

Northern  Trust 

1,226 

13.2 

455  479 

Society 

1,226 

12.6 

456  457 

Louisiana  Land 

1,223 

5.3 

457  438 

Cellular  Commun 

1,222 

-1.2 

458    ■ 

Mattel 

1,219 

26.2 

459  158 

Teledyne 

1,219 

-68.0 

460  244 

Polaroid 

1,214 

-50.1 

461  430 

Brunswick 

1,214 

-4.1 

462    ■ 

Dean  Foods 

1,206 

47.3 

463   185 

Oracle  Systems 

1,203 

-63.2 

464  460 

Hartford  Steam  Boiler 

1,203 

3!8 

465  469 

Puget  Sound  P&L 

1,202 

6.8 

466  482 

American  Greetings 

1,199 

10.8 

467  487 

KeyCorp 

1,193 

11.9 

468  390 

Parker  Hannifin 

1,190 

-16.8 

469  455 

Nicor 

1,188 

2.2 

470    ■ 

Fleming  Cos 

1,184 

22.2 

471    ■ 

E-Systems 

1,182 

28.0 

472  445 

Asarco 

1,180 

-2.2 

473  451 

Autodesk 

1,178 

0.2 

474    ■ 

Loctite 

1,174 

44.6 

475    ■ 

Vons  Cos 

1,172 

47.6 

476  446  Southwestern  Pub  Svc 

1,171 

-2.6 

477  413 

Alexander  &  Baldwin 

1,167 

-12.7 

478  475 

Beneficial  Corp 

1,163 

6.2 

479    ■ 

Engelhard 

1,159 

41.9 

480  394 

Dana 

1,154 

-18.6 

481   463 

EG&G 

1,148 

0.6 

482    ■ 

Service  Corp  Intl 

1,147 

56.6 

483    ■ 

Millipore 

1,145 

52.3 

484    ■ 

Mellon  Bank 

1,143 

25.4 

485  490 

Intergraph 

1,141 

8.3 

486    ■ 

PH  Glatfelter 

1,129 

13.7 

487    ■ 

IMC  Fertilizer  Group 

1,126 

20.1 

488  468 

TJX  Cos 

1,117 

-0.8 

489    ■ 

Chiron 

1,109 

142.7 

490  499 

Montana  Power 

1,109 

6.8 

491  411 

Sundstrand 

1,108 

-17  4 

492  483 

King  World  Prods 

1,103 

2.1 

493  348 

Louisiana-Pacific 

1,103 

-34.2 

494    ■ 

Kansas  City  P&L 

1,103 

9.2 

495  493 

Kelly  Services 

1,098 

4.4 

496  448 

Johnson  Controls 

1,094 

-8.2 

497    ■ 

Adobe  Systems 

1,079 

413 

498  318 

Valhi 

1,077 

-43.2 

499    ■ 

Bergen  Brunswig 

1,074 

283 

500  378 

Bethlehem  Steel 

1,072 

-27  6 
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Ifs  not  just 
another  car  phone 
It's  the  new 
Cellular  Phone 
for  Lincoln. 


Introducing  a  new  luxury  option 
for  Lincoln  Continental,  Town  Car  and  Mark  VII. 
More  than  just  a  cellular  phone,  the  new  Ford  Cellular  System 

offers  a  state  of  the  art  factory-installed 

Lincoln  cellular  phone, 

plus  a  national  dealer-activated  carrier  network* 

and  a  factory-backed  dealer  service  and  exchange  program. 

You  won't  find  a  complete  cellular  phone  system 

that  offers  more  value  and  convenience. 


Ask  your  local  Lincoln-Mercury  dealer 
for  all  the  details  on  the  new  Ford  Cellular  System 

or  call  1-800-367-3013- 


&&<£ 


CELLULAR  SYSTEM 


Not  available  in  Canada 


♦Available  in  most  areas. 
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THE  FORBES  500s 


Although  profits  per  employee  in  America's  776  largest 
corporations  dropped  sharply  last  year,  sales  per 
employee  were  higher  than  they  were  a  year  earlier. 
This  gain  in  productivity  should  translate  into  healthy 
profits  once  the  recession  passes.^ Here  is  a  report  on 
the  productivity  leaders  and  laggards  in  each  industry. 


The  biggest  employers 


Rank 

Co 

1990         1989 

1              1 

General  Motors 

2              2 

Sears,  Roebuck 

3              4 

Ford  Motor 

4              3 

IBM 

5              5 

Kmart 

Company 


Employees 

% 

(000) 

change 

761.4 

-1.8 

480.0 

-5.9 

381.4 

4.0 

378.5 

-1.7 

369.0 

2.5 

Last  year  the  776  Forbes  500s  companies  increased  their 
payrolls  by  1.4%,  to  nearly  21  million  workers.  But  their 
combined  net  income  fell  over  11%,  to  $154  billion.  As  a 
result,  average  profits  per  employee  fell  12.5%,  to  $7,490. 
That's  the  overall  drop.  The  decline  in  profits  per  employ- 
ee of  the  median  firm  in  this  survey  dropped  more  severely, 


by  15%,  to  just  $8,550. 

But  there  is  some  brighter  news.  Measured  by  revenues, 
big  companies  improved  their  productivity.  Sales  per 
employee  at  the  median  company  hit  $  19 1 ,400  last  year,  a 
3.4%  gain  over  the  previous  year. 

According  to  Stephen  Roach,  senior  economist  at 
Morgan  Stanley,  the  manufacturing  sector  is  in  pretty 
good  shape  to  weather  the  recession.  He  cites  improved 
productivity  through  preemptive  layoffs,  reduced  inven- 
tories and  the  closure  of  inefficient  plants.  Roach  is  less 
optimistic  about  the  sen-ice  industry.  Less  threatened  by 
foreign  competition,  the  service  sector,  says  Roach,  has 
been  more  complacent  about  cost  control. 

Profitability  ratios  that  deviate  significandy  from  indus- 
try medians  often  signal  unusual  financial  circumstances, 
not  unusually  gifted  management,  bhc  Communications 
shows  profits  per  employee  of  $562,800,  but  bhc  is  little 
more  than  a  holding  company,  with  a  $1 .5  billion  hoard  of 
cash  and  Time  Warner  preferred  stock. 


Rank  Company     Per  employee  ($000) Employees 

Profits    Sales  (rank)    Assets  (rank)     (000) 


Aerospace  &  defense 


1 
2 

3 
4 
5 

6 
7 
8 
9 
9 

11 
12 

12 


Whittaker 

General  Electric 

Sundstrand 

Boeing 

Loral 

Raytheon 

Rockwell  Intl 

Northrop 

Martin  Marietta 

Textron 

E-Systems 

Allied-Signal 

GenCorp 


12 

Lockheed 

15 

United  Technologies 

16 

Litton  Industries 

17 

Grumman 

18 

TRW 

19 

McDonnell  Douglas 

20 

Teledyne 

21 

Sequa 

22 

General  Dynamics 

Industry  medians 


57.8 

14.6 

8.7 

8.6 

7.6 

7.2 
5.9 
5.3 
5.1 
5.1 

4.7 
4.3 
4.3 
4.3 
3.8 

3.4 
3.1 
2.8 
2.5 
2.0 
1.8 
-5.8 

4.5 


126.3 
198.0 
122.1 
170.7 
159.8 


(9) 
(1) 
(12) 
(2) 
(3) 


163.8 
521.6 
120.8 
90.2 
217.9 


(4) 
(1) 
(6) 
(11) 
(3) 


1.5 
295.0 

13.1 
161.7 

11.2 


120.1 

(13) 

79.3 

(15) 

77.2 

118.0 

(14) 

90.8 

(10) 

105.3 

138.6 

(6) 

78.1 

(16) 

39.6 

96.1 

(22) 

56.6 

(20) 

63.8 

141.4 

(5) 

265.9 

(2) 

56.0 

99.6 

(21) 

53.7 

(21) 

18.2 

116.0 

(15) 

98.2 

(9) 

106.5 

122.4 

(10) 

74.3 

(17) 

14.5 

128.1 

(8) 

88.2 

(13) 

77.8 

108.8 

(17) 

80.8 

(14) 

197.0 

101.8 

(18) 

99.6 

(8) 

50.7 

145.1 

(4) 

89.2 

(12) 

27.5 

109.0 

(16) 

74.1 

(18) 

75.0 

130.5 

(7) 

120.1 

(7) 

124.6 

100.9 

(20) 

48.8 

(22) 

34.2 

122.2 

(ID 

139.0 

(5) 

18.1 

101.6 

(19) 

65.6 

(19) 

100.2 

122.2 

89.7 

Rank               Company 

-Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

Business-industrial  services 

1     Waste  Management 

13.6 

116.0 

(4) 

202.3 

(1) 

52.0 

2              Safety-Kleen 

10.0 

107.1 

(5) 

130.6 

(3) 

5.5 

3                   Millipore 

4.6 

117.2 

(3) 

122.4 

(4) 

6.0 

4                          JWP 

2.7 

128.5 

(1) 

67.5 

(5) 

22.0 

5                      Ogden 

1.3 

36.8 

(6) 

63.4 

(6) 

42.5 

6  Browning-Ferris  Inds 

-2.0 

120.5 

(2) 

140.5 

(2) 

25.4 

Industry  medians 

3.7 

116.6 

126.5 

Business-services 

1         FlightSafety  Intl 

30.3 

109.2 

(3) 

248.4 

(2) 

2.5 

2            Kelly  Services 

18.5 

382.0 

(2) 

1153 

(3) 

3.9 

3                         PHH 

8.2 

457.7 

(1) 

991.6 

(1) 

4.3 

Industry  medians 

18.5 

382.0 

248.4 

Business-supplies 

1                  Comdisco 

43.3 

1,050.6 

(1) 

2,538.1 

(1) 

1.9 

2     Minn  Mining  &  Mfg 

14.8 

147.0 

(4) 

125.1 

(4) 

88.6 

3                      Deluxe 

10.1 

82.9 

(7) 

54.2 

(7) 

17.1 

4            Alco  Standard 

8.6 

243.0 

(2) 

104.3 

(5) 

18.0 

5             Pitney  Bowes 

7.0 

104.2 

(6) 

197.6 

(3) 

30.7 

6                         Xerox 

2.2 

162.9 

(3) 

285.5 

(2) 

110.3 

7           Avery  Dennison 

0.3 

136.2 

(5) 

99.4 

(6) 

19.0 

Industry  medians 

8.6 

147.0 

125.1 
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We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


NEW  YORK 

CHICAGO 

LOS  ANGELES 

HOUSTON 

TEL:  212-757-9340 

TEL:  312-661-1640 

TEL:  213-879-0352 

TEL:  713-526-1565 

FAX:  212-245-1568 

FAX:  312-661-0623 

FAX:  213-785-9213 

FAX:  713-526-3802 

Van  Kampen  Merritt 


Van  Kampen  Merritt  Short-Tbrm  Global  Income  Fund 


Make  The  World  Work  For  You 


Higher  returns  on  quality,  short-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short-Term  Global  Income  Fund.  It  invests  in 
high-quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  result  can  be  a  more  stable  net  asset  value  than 


longer-term  global  bond  funds— and  you  can  benefit  from 
favorable  market  conditions  all  around  the  world,  not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask  your 
investment  representative  for  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses.  Or  call,  1-800-DIAL-VKM,  ext.  1203.  Please 
read  the  prospect  us  carefully  before  you  invest  or  send 
money. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction9 


Although  the  Fund's  net  asset  value  will  fluctuate  as  a  resull  of  changes  in  currency  exchange  rales,  the  Fund  will  seek  to  minimize  I : 
fluctuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  U.S.  dollai 
(relative  loan  aggregate  of  the  currencies  of  major  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
management  transactions  to  seek  to  minimize  fluctuations  m  nel  asset  value  which  are  due  to  changes  in  currency  exchange  rates  the 
principal  value  and  investment  return  of  Fund  shares  will  vary  with  market  condition1,  and  may,  when  sold,  he  more  or  less  than  at  the 
time  of  purchase. NM  and®  denotes  registered  trademark  of  Van  Kampen  Merritt 


JOBS  AND  PRODUCTIVITY 


THE  FORBES  500s 


Rank 

Company 

-Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

Capital  goods-electrical  equipment 

1 

Hubbell 

15.8 

132.4 

(2) 

115.0 

(3) 

5.4 

2 

WW  Grainger 

15.6 

237.5 

(1) 

142.7 

(2) 

8.1 

3 

Premier  Industrial 

14.9 

124.1 

(3) 

65.3 

(7) 

5.2 

4 

Emerson  Electric 

8.4 

104.9 

(5) 

87.5 

(4) 

73.7 

5 

Square  D 

6.4 

87.2 

(7) 

77.0 

(5) 

19.0 

6 

Honeywell 

6.1 

100.4 

(6) 

75.6 

(6) 

62.8 

7 

National  Service 

4.3 

77.1 

(8) 

45.1 

(8) 

21.3 

8 

Westinghouse 

2.3 

111.6 

(4) 

190.3 

(1) 

115.8 

' 

Industry  medians 

7.4 

108.3 

82.3 

Capital  goods-heavy  equipment 

1 

Illinois  Tool  Works 

10.7 

149.2 

(5) 

126.1 

(6) 

17.1 

2 

Dover 

7.7 

109.1 

(10) 

72.5 

(13) 

20.3 

3 

Deere  &  Co 

7.5 

198.3 

(1) 

282.5 

(1) 

38.7 

4 

Cooper  Industries 

6.3 

107.7 

(11) 

124.0 

(7) 

57.8 

5 

Tenneco 

6.2 

159.5 

(4) 

209.2 

(2) 

91.0 

6 

Stanley  Works 

6.0 

111.2 

(9) 

84.0 

(10) 

17.8 

7 

Harnischfeger  Inds 

5.7 

141.3 

(6) 

130.1 

(5) 

12.2 

7 

Ingersoll-Rand 

5.7 

114.4 

(8) 

91.3 

(9) 

32.7 

9 

Foster  Wheeler 

4.5 

195.7 

(2) 

169.8 

(4) 

8.5 

10 

Caterpillar 

3.5 

191.7 

(3) 

200.3 

(3) 

59.7 

11 

Parker  Hannifin 

3.4 

81.2 

(15) 

64.0 

(15) 

31.0 

12 

Timken 

3.1 

94.2 

(14) 

100.5 

(8) 

18.1 

13 

Trinova 

2.2 

95.3 

(13) 

64.1 

(14) 

20.5 

14 

General  Signal 

-1.9 

96.4 

(12) 

73.6 

(12) 

17.6 

15 

Cummins  Engine 

-6.6 

138.5 

(7) 

83.5 

(11) 

25.0 

Industry  medians 

5.7 

114.4 

100.5 

Chemicals-diversified 

1 

Dow  Chemical 

22.3 

318.5 

(1) 

385.8 

(1) 

62.1 

2 

El  du  Pont 

15.9 

274.1 

(2) 

263.2 

(3) 

144.9 

2 

Rohm  &  Haas 

15.9 

217.6 

(4) 

208.1 

(6) 

13.0 

4 

Monsanto 

13.1 

216.1 

(5) 

•221.9 

(5) 

41.6 

5 

BF  Goodrich 

11.4 

203.6 

(6) 

198.0 

(7) 

11.9 

6 

American  Cyanamid 

10.5 

135.6 

(11) 

151.1 

(9) 

33.7 

7 

Union  Carbide 

8.2 

202.3 

(7) 

231.8 

(4) 

37.7 

8 

FMC 

6.5 

155.1 

(9) 

123.3 

(10) 

24.0 

9 

Olin 

5.5 

169.4 

(8) 

122.0 

(11) 

15.3 

10 

Hercules 

4.4 

148.3 

(10) 

171.4 

(8) 

21.6 

11 

Quantum  Chemical 

2.2 

268.5 

(3) 

330.5 

(2) 

9.8 

Industry  medians 

10.5 

203.6 

208.1 

Chemicals-specialized 

1 

V 

Lyondell  Petrochem 

160.0 

2,919.1 

(1) 

616.6 

(2) 

2.2 

2 

Georgia  Gulf 

78.7 

769.1 

(2) 

376.8 

(4) 

1.2 

3 

Freeport-McMoRan 

41.9 

211.0 

(10) 

478.9 

(3) 

7.5 

4 

Ethyl 

41.5 

448.9 

(3) 

1,194.6 

(1) 

5.6 

Intl  Flavors  &  Frags 

• 

37.3 

229.2 

(6) 

268.8 

(9) 

4.2 

Rank 

Company 

-Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

5 

Lubrizol 

37.3 

284.8 

(5) 

218.5 

(11) 

5.1 

7 

Gt  Lakes  Chemical 

26.8 

203.1 

(11) 

267.9 

(10) 

5.3 

8 

Nalco  Chemical 

23.1 

213.6 

(8) 

182.7 

(13) 

5.7 

9 

Loctite 

18.8 

154.7 

(15) 

136.3 

(16) 

3.6 

10 

Betz  Laboratories 

18.4 
18.0 

168.1 
133.8 

(14) 
(19) 

120.4 
132.9 

(20) 

(17) 

3.6 
4.0 

11 

Sigma-Aldrich 

12 

Air  Prods  &  Chems 

17.2 

211.2 

(9) 

286.8 

(6) 

14.1 

13 

Morton  International 

15.4 

198.8 

(12) 

209.0 

(12) 

9.1 

14 

IMC  Fertilizer  Group 

14.8 

189.0 

(13) 

274.1 

(8) 

6.0 

15 

Cabot 

12.5 

298.1 

(4) 

319.4 

(5) 

5.8 

16 

Pall 

11.3 

97.8 

(21) 

123.0 

(18) 

6.3 

17 

Witco 

9.3 

223.0 

(7) 

161.1 

(14) 

7.3 

18 

Sherwin-Williams 

7.4 

136.9 

(18) 

90.8 

(21) 

16.6 

19 

Valhi 

6.2 

141.6 

(16) 

274.9 

(7) 

11.8 

20 

Gt  American  Mgmt 

5.3 

138.6 

(17) 

139.9 

(15) 

13.5 

21 

WR  Grace 

4.0 

132.7 

(20) 

122.3 

(19) 

50.9 

Industry  medians 

18.0 

203.1 

218.5 

Industry  medians 
Computers  &  commui 

18.0 

203.1 

218.5 

licatic 

ms-hai 

dware 

1 

Compaq  Computer 

44.4 

351.1 

(2) 

265.1 

(3) 

10.3 

2 

Apple  Computer 

34.5 

395.3 

(1) 

217.4 

(7) 

14.5 

3 

Intel 

27.8 

167.5 

(11) 

229.6 

(5) 

23.4 

4 

Cray  Research 

23.7 

168.7 

(10) 

198.1 

(9) 

4.8 

5 

Amdahl 

21.8 

255.5 

(3) 

275.4 

(2) 

8.5 

6 

Itel 

16.3 

244.0 

(5) 

425.0 

(1) 

8.1 

7 

IBM 

15.9 

182.3 

(8) 

231.3 

(4) 

378.5 

8 

Sun  Microsystems 

13.9 

254.7 

(4) 

201.0 

(8) 

10.8 

9 

AMP 

11.7 

124.0 

(15) 

119.3 

(13) 

24.6 

10 

Molex 

10.1 

99.9 

(23) 

102.9 

(17) 

6.5 

11 

Tandem  Computers 

9.6 

182.9 

(7) 

183.8 

(10) 

10.2 

12 

Hewlett-Packard 

8.2 

144.8 

(12) 

119.0 

(14) 

93.5 

13 

Storage  Technology 

7.7 

124.0 

(15) 

113.9 

(16) 

9.2 

14 

Avnet 

7.1 

219.5 

(6) 

146.9 

(11) 

8.0 

15 

Intergraph 

7.0 

117.4 

(17) 

102.0 

(18) 

8.9 

16 

NCR 

6.6 

113.2 

(18) 

81.9 

(22) 

55.5 

17 

Penn  Central 

6.1 

134.2 

(13) 

221.0 

(6) 

16.1 

18 

Motorola 

4.8 

104.2 

(20) 

83.7 

(21) 

104.5 

19 

Seagate  Technology 

2.8 

74.6 

(27) 

51.6 

(26) 

35.8 

20 

EG&G 

2.4 

79.8 

(26) 

21.8 

(28) 

31.0 

21 

Conner  Peripherals 

1.8 

180.8 

(9) 

119.0 

(14) 

7.4 

22 

Harris  Corp 

1.1 

89.2 

(25) 

75.8 

(24) 

34.3 

23 

Control  Data 

0.2 

104.1 

(21) 

87.6 

(20) 

16.3 

24 

Texas  Instruments 

-0.5 

91.1 

(24) 

70.0 

(25) 

72.1 

25 

Digital  Equipment 

-0.8 

104.7 

(19) 

32.7 

(19) 

124.9 

26 

Natl  Semiconductor 

^4.7 

52.8 

(28) 

36.2 

(27) 

32.5 

27 

Unisys 

-5.5 

128.3 

(14) 

130.6 

(12) 

78.8 

28 

Wang  Laboratories 

-28.9 

103.0 

(22) 

76.1 

(23) 

23.0 

Industry  medians 

7.1 

126.2 

119.0 

Computers  &  communications-software 

1 

Adobe  Systems 

89.8 

378.3 

(1) 

326.7 

(2) 

0.4 

2 

Microsoft 

73.5 

305.6 

(2) 

282.5 

(3) 

4.8 

3 

Autodesk 

56.5 

236.9 

(3) 

264.2 

(4) 

1.0 

4 

Novell 

47.0 

225.3 

(4) 

230.7 

(6) 

2.3 

5 

Computer  Associates 

24.6 

199.0 

(5) 

242.3 

(5) 

6.6 
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NO,  SARAH'S  NOT 
MASTERI  NG  a  new 
video  game.  It's  a  computer. 

What's  a  four  year  old  doing 
in  the  same  room  as  a  computer, 
you  ask? 

"Why  not?  It's  long  overdue," 
replies  Debbie  Highsmith, 
director  of  the  new  early  childhood 
development  program  at  the 
Georgetown  Cardome  community 
center.  "At  first  glance,  we  look  like 
your  everyday  day  care  center.  But 
what  our  kids  do  here  between 


naps  is  quite  remarkable." 

Pre-schoolers  here  are  taught 
a  second  language:  Spanish. 
And   when  they're  not  playing 

in  the  sandbox  (still  the  most 
popular  activity)  they  can  be 
found  in  the  computer  room. 
"By  the  time  these  children  go 
to  school  they  will  be  well 
prepared    and   ready   to   learn. 


They'll  know  their  colors, 
numbers  and  the  alphabet. 
It  gives  them  a  tremendous 
advantage,"  says  Debbie. 

Giving  every  youngster  a  running 


start  in  life  is  the  dream  of  Debbie 
Highsmith  and  her  dedicated 
staff  of  25. 

And  although  it's  still  in  its 
infancy,  the  program  is  already 
regarded  by  experts  as  a  model 
for  the  nation. 

Toyota  is  proud  to  have 
donated     the     $1.3     million 


Georgetown  needed  to  start 
this  important  community 
and  childcare  center. 

Naturally,  we're  happy  that 
the  children  of  so  many  of  our 
employees  are  benefitting  from 
this  superb  day  care. 

But  we  are  even  more  excited 
by  the  long-term  value  of  Debbie's 
vision  to  the  country  as  a  whole. 

How  great  will  the  impact  of 
this  project  be?  We're  not  sure. 

Although  we  hope  that  some 
day  Sarah  and  her  trusty 
computer  will  be  able  to  give  us 
the  answer. 

TOYOTA 

INVESTING  IN  THE   INDIVIDUAL 


JilililHiil'lli1, 


THE  FORBES  SOOs 


Rank 


Company 


Per  employee  ($000) Employees 

Profits    Sales  (rank)    Assets  (rank)     (000) 


6  Automatic  Data 

7  Oracle  Systems 

8  First  Financial  Mgmt 

9  Computer  Sciences 


11.0 

10.5 

8.2 

3.3 


86.8 
193.2 
144.3 

81.5 


(8) 
(6) 
(7) 
(9) 


75.6 
156.0 
615.6 

46.2 


(8) 
(7) 
(1) 
(9) 


15  American  Tel  &  Tel        9.8  133.8 

16  Cincinnati  Bell        8.0  88.9 

17  United  Telecom        7.3  197.6 

18  Centel       5.2  92.4 

Industry  medians     15.7  144.2 
Construction-builders 


(14) 

(18) 

(3) 

(17) 


1 
2 
3 
4 
5 
6 


PHM  16.5  640.0 

Centex  11.2  467.1 

Ryland  Group  9.0  543.8 

Fluor  6.8  346.9 

CBI  Industries  4.4  126.1 

Morrison  Knudsen  2.7  130.1 


(2) 
(4) 
(3) 
(5) 
(7) 
(6) 


Turner  Corp      -3.4     1,040.3      (1) 


Industry  medians       6.8    467.1 
Consumer  durables-appliances 


1 
2 
3 


Maytag 

Whirlpool 

Black  &  Decker 


3.9 
1.9 

1.2 


121.6 
175.3 
117.9 


(2) 
(1) 

(3) 


157.1 
144.3 
249.9 
285.0 

291.2 


2,218.3 
431.1 

1,598.8 

115.9 

114.6 

73.2 

249.8 

249.8 


102.9 
148.6 
143.6 


(17) 
(18) 
(15) 
(10) 


(1) 
(3) 
(2) 
(5) 
(6) 
(7) 
(4) 


(3) 
(1) 
(2) 


20.0 
5.5 
8.9 

20.6 


Industry  medians 

24.6 

199.0 

242.3 

Computers  &  communications-telecommunications 

1           McCaw  Cellular 

64.8 

181.0 

(4) 

1,520.0 

(1) 

5.7 

2         Citizens  Utilities 

57.6 

216.7 

(2) 

747.1 

(2) 

1.7 

3       Cellular  Commun 

34.4 

154.5 

(6) 

575.4 

(3) 

0.7 

4                        Alltel 

19.3 

157.4 

(5) 

262.4 

(14) 

10.0 

5                    US  West 

17.6 

146.4 

(8) 

397.6 

(4) 

68.0 

6      Southwestern  Bell 

16.6 

137.1 

(13) 

334.0 

(7) 

66.5 

7                  Ameritech 

16.4 

139.3 

(12) 

283.7 

(11) 

76.6 

8              Bell  Atlantic 

16.3 

153.1 

(7) 

348.5 

(6) 

80.4 

9                  BellSouth 

16.1 

141.2 

(11) 

297.3 

(9) 

101.6 

10           Pacific  Telesis 

15.3 

144.7 

(9) 

321.4 

(8) 

67.1 

11  MCI  Communications 

13.7 

351.4 

(1) 

377.5 

(5) 

21.9 

12  So  New  Eng  Telecom 

10.6 

130.0 

(15) 

275.4 

(13) 

12.5 

13                       Nynex 

10.0 

143.6 

(10) 

281.7 

(12) 

94.6 

14                          GTE 

9.9 

117.8 

(16) 

216.5 

(16) 

156.0 

278.6 
11.4 
42.2 
12.4 


1.8 

4.9 

2.4 

21.1 

12.5 

12.7 

3.1 


25.1 
37.8 
41.0 


Industry  medians 

1.9 

121.6 

143.6 

Consumer  durables-automobiles  &  trucks 

1  Armstrong  World  Inds 

53 

100.4 

(6) 

85.2 

(6) 

25.2 

2 

Paccar 

5.2 

225.3 

(4) 

235.7 

(5) 

12.3 

3 

Ford  Motor 

2.3 

256.0 

(3) 

455.2 

(1) 

381.4 

4 

Chrysler 

0.6 

278.5 

(1) 

421.8 

(2) 

109.9 

5 

Navistar  Intl 

-2.2 

270.3 

(2) 

242.5 

(3) 

14.1 

6 

General  Motors 

-2.6 

163.8 

(5) 

236.4 

(4) 

761.4 

Con: 

Industry  medians 

1.5 

240.7 

239.5 

>umer  durables-automotive  parts 

1 

Bandag 

32.4 

240.8 

(1) 

161.1 

(2) 

2.4 

2 

PPG  Industries 

13.5 

170.6 

(3) 

173.0 

(1) 

35.3 

3 

Snap-on  Tools 

13.4 

123.7 

(5) 

120.6 

(5) 

7.5 

Rank 

Company 

Per  emp 

oyee  ($000) — 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

4 

Genuine  Parts 

12.9 

207.5 

(2) 

84.5 

(6) 

16.0 

5 

Eaton 

4.8 

96.6 

(9) 

80.0 

(8) 

37.7 

6 

Echlin 

2.6 

95.5 

(10) 

73.8 

(9) 

17.3 

7 

Johnson  Control* 

2.1 

106.4 

(7) 

64.9 

(11) 

43.1 

8 

Dana 

2.0 

141.2 

(4) 

122.0 

(4) 

37.0 

9 

Arvin  Industries 

1.9 

95.0 

(11) 

67.1 

(10) 

17.8 

10 

Goodyear 

-0.4 

104.7 

(8) 

83.2 

(7) 

107.7 

11 

Masco  Industries 

-1.8 

113.6 

(6) 

151.3 

(3) 

13.8 

Industry  medians 

2.6 

113.6 

84.5 

Con 

1 

sumer  durables-home  furnishings 

Rubbermaid 

16.5 

176.3 

(1) 

128.1 

(1) 

8.7 

2 

Newell  Co 

9.6 

101.2 

(3) 

82.2 

(2) 

10.6 

3 

Premark  Intl 

2.0 

107.1 

(2) 

80.1 

(3) 

25.4 

4 

Springs  Industries 

-0.3 

82.4 

(4) 

52.7 

(4) 

22.8 

Con 

Industry  medians 

5.8 

104.2 

81.2 

sumer  nondurables-apparel  &  shoes 

405.8 

1 

NIKE 

68.9 

674.0 

(2) 

(2) 

4.3 

2 

Reebok  International 

56.2 

686.8 

(1) 

446.3 

(1) 

3.1 

3 

Liz  Claiborne 

35.6 

298.6 

(3) 

170.1 

(3) 

5.8 

4 

Russell 

4.9 

51.6 

(7) 

57.4 

(6) 

13.8 

5 

Shaw  Industries 

4.7 

130.6 

(4) 

62.3 

(5) 

12.7 

6 

Fruit  of  the  Loom 

2.9 

53.1 

(6) 

80.1 

(4) 

26.9 

7 

VF 

1.9 

61.6 

(5) 

43.7 

(7) 

42.4 

Industry  medians 

4.9 

130.6 

80.1 

Consumer  nondurables-personal  products 

1 

DeSoto 

320.7 

270.3 

(3) 

388.7 

(1) 

0.3 

2 

Clorox 

26.0 

288.6 

(2) 

286.4 

(2) 

5.4 

3 

Tambrands 

23.0 

148.6 

(7) 

89.7 

(12) 

4.3 

4 

Procter  &  Gamble 

20.6 

307.5 

(1) 

245.2 

(3) 

84.1 

5 

Johnson  &  Johnson 

13.8 

135.9 

(9) 

115.0 

(11) 

82.7 

6 

Colgate-Palmolive 

12.9 

229.5 

(4) 

167.7 

(6) 

24.8 

7 

Gillette 

12.1 

142.9 

(8) 

120.8 

(10) 

30.4 

8 

Kimberly-Clark 

10.9 

161.0 

(6) 

132.7 

(9) 

39.8 

9 

Avon  Products 

6.6 

116.1 

(11) 

69.2 

(13) 

29.8 

10 

Service  Corp  Intl 

6.5 

57.7 

(13) 

169.7 

(5) 

9.8 

11 

Scott  Paper 

4.9 

178.0 

(5) 

229.3 

(4) 

30.1 

12 

James  River  Corp  Va 

2.0 

135.4 

(10) 

143.5 

(8) 

40.0 

13 

Greyhound  Dial 

0.4 

95.2 

(12) 

147.0 

(7) 

37.0 

Industry  medians 

12.1 

148.6 

147.0 

Consumer  nondurables-photography  &  toys 

1 

Polaroid 

13.0 

169.9 

(2) 

146.6 

(3) 

11.6 

2 

Hasbro 

11.6 

197.4 

(1) 

166.9 

(2) 

7.7 

3 

Mattel 

7.8 

125.2 

(4) 

79  1 

(4) 

11.8 

4 

Eastman  Kodak 

5.2 

138.9 

(3) 

177.2 

(1) 

136.1 

Industry  medians 

9.7 

154.4 

156.8 

Electric  utilities-North  central 

1 

DPL 

52.3 

323.4 

(4) 

965.9 

(6) 

2.9 

2 

Detroit  Edison 

51.6 

331.9 

(1) 

1,061.4 

(5) 

10.0 

3 

Cincinnati  G&E 

44.2 

271.0 

(10) 

783.1 

(11) 

5.3 

218 


Forbes  ■  April  29,  1991 


THE  BEST 
DEAL  YOU'LL 
FIND  IN  ASIA 


MIGHT 


RIGHT 


HERE  AT  HOME. 


FREE  DOMESTIC  TICKET 
WITH  EVERY  ROUNDTRIP  TO  ASIA. 


In  Hong  Kong,  you  can  still  cross  the  harbor 
for  under  a  dollar.  And  entertainment  comes 
with  the  price  of  dinner^t  a  traditional 
restaurant  in  Seoul. 

But  the  best  bargain  you'll  find  in  Asia  might 
be  right  here  at  home. 

That's  because  now  when  you  fly  Northwest 
roundtrip  to  any  of  the  dozen  business 
centers  we  serve  in  Asia,  you'll  get  a  free 
roundtrip  ticket— good  for  three  years— to  any 
city  we  serve  in  the  continental  U.S. 


IT'S  ALL  MADE  POSSIBLE  BY 

WORLDPERKS. 

To  qualify,  you'll  have  to  be  a  member  of  our 
WorldPerks  Frequent  Flyer  Program.  To  enroll, 
call  1-800-456-6067,  ext.  410.  And  you  have  to 
travel  to  Asia  between  April  1  and  June  15, 1991- 

So  fly  Northwest,  and  profit  from  the  knowledge 
that  comes  from  over  40  years  of  helping 
people  do  business  in  Asia.  For  reservations 
and  information  call  your  travel  agent  or 
Northwest  at  1-800-447-4747. 


TO  ENROLL  IN  WORLDPERKS  CALL  1-800-456-6067  EXT.  410. 


Restrictions:  You  can  earn  the  Transpacific  10,000  Mile  Bonus  when  using  a  purchased  Northwest  fare  to  fly  Northwest  roundtrip  between 
select  destinations  in  Asia  and  the  48  contiguous  U.S.  and  Canada  from  4/1/91  to  6/15/91.  One-way  Transpacific  flights  earn  a  5,000  Mile 
Bonus.  The  Transpacific  10,000  Mile  Bonus  is  not  valid  for  flights  to  or  from  Hawaii  (including  stopovers).  The  Transpacific  10,000  Mile 
Bonus  will  automatically  appear  on  a  future  mileage  summary.  Please  consult  your  WorldPerks  Membership  Guide  for  complete  mileage 
accumulation  terms  and  conditions  ©  1991  Northwest  Airlines,  Inc. 
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THE  FORBES  SOOs 


Rank               Company 

-Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

4 

Union  Electric 

41.7 

286.8 

(7) 

808.4 

(10) 

7.1 

5 

Ipalco  Enterprises 

41.3 

260.2 

(14) 

766.7 

(13) 

2.3 

6 

Ohio  Edison 

41.1 

324.9 

(2) 

1,144.9 

(3) 

6.8 

7 

Kansas  City  P&L 

35.9 

265.7 

(12) 

907.1 

(7) 

2.9 

8 

Wisconsin  Energy 

33.0 

254.8 

(15) 

593.7 

(17) 

5.7 

9 

Minnesota  Pwr  &  Lt 

32.5 

208.0 

(18) 

705.3 

(14) 

2.3 

10 

Centerior  Energy 

30.1 

269.4 

(11) 

1,353.2 

(1) 

8.8 

11 

Nipsco  Industries 

29.4 

324.6 

(3) 

773.6 

(12) 

4.7 

12 

PSI  Resources 

28.8 

240.5 

(16) 

492.0 

(18) 

4.1 

13 

DOE 

28.0 

260.8 

(13) 

901.2 

(8) 

4.3 

14 

No  States  Power 

26.0 

274.3 

(9) 

632.8 

(15) 

7.5 

15 

American  Electric 

21.8 

227.2 

(17) 

614.9 

(16) 

22.7 

16 

Commonwealth  Ed 

7.0 

286.3 

(8) 

1,115.3 

(4) 

18.4 

17 

Illinois  Power 

-18.2 

322.9 

(5) 

1,236.8 

(2) 

4.3 

18 

CMS  Energy 

-51.2 

309.0 

(6) 

822.1 

(9) 

9.6 

Industry  medians 
Electric  utilities-Noil 

31.3 

272.7 

815.3 

heast 

1 

Long  Island  Lighting 

49.7 

380.2 

(2) 

1,374.2 

(1) 

6.4 

2  New  England  Electric 

46.6 

330.0 

(6) 

783.8 

(9) 

5.6 

3 

Pennsylvania  P&L 

42.3 

293.9 

(9) 

951.6 

(7) 

8.1 

4 

Pub  Svc  Enterprise 

41.1 

364.0 

(3) 

1,063.4 

(3) 

13.2 

5 

NY  State  E&G 

34.5 

326.9 

(7) 

1,034.3 

(4) 

4.6 

6 

Atlantic  Energy 

33.8 

351.7 

(4) 

984.3 

(6) 

2.0 

7 

Potomac  Electric 

32.7 

271.5 

(11) 

1,007.6 

(5) 

5.2 

8 

Allegheny  Power 

32.3 

388.1 

(1) 

770.4 

(10) 

5.9 

9 

Consolidated  Edison 

29.1 

292.2 

(10) 

544.0 

(14) 

19.6 

10 

Northeast  Utilities 

25.5 

316.6 

(8) 

798.9 

(8) 

8.3 

11 

General  Public  Utils 

21.8 

234.7 

(14) 

541.8 

(15) 

12.8 

12 

Baltimore  G&E 

19.1 

234.7 

(14) 

729.5 

(11) 

9.2 

13 

Boston  Edison 

16.9 

266.9 

(13) 

638.8 

(13) 

4.7 

14 

Philadelphia  Elec 

9.5 

333.3 

(5) 

1,130.4 

(2) 

11.1 

15 

Niagara  Mohawk  Pwr 

7.1 

270.5 

(12) 

666.2 

(12) 

11.7 

Industry  medians 

32.3 

316.6 

798.9 

Electric  utilities-South  central 

1 

Texas  Utilities 

55.9 

298.2 

(7) 

1,224.5 

(2) 

15.2 

2 

So'western  Pub  Svc 

50.8 

342.5 

(2) 

755.7 

(6) 

2.2 

3 

Central  &  So  West 

42.4 

326.7 

(3) 

1,080.2 

(4) 

8.4 

4 

Oklahoma  G&E 

36.9 

326.3 

(4) 

668.9 

(7) 

3.8 

5 

Entergy 

36.0 

299.8 

(6) 

1,116.7 

(3) 

13.3 

6 

Houston  Industries 

25.4 

313.2 

(5) 

890.2 

(5) 

13.3 

7 

Gulf  States  Utils 

-9.2 

352.2 

(1) 

1,429.5 

(1) 

4.8 

Industry  medians 

36.9 

326.3 

1,080.2 

Electric  utilities-Southeast 

1 

Scana 

41.1 

256.3 

(7) 

711.2 

(4) 

4.4 

2 

Kentucky  Utilities 

38.3 

265.0 

(4) 

682.4 

(5) 

2.1 

3 

Carolina  Power  &  Lt 

34.4 

321.5 

(2) 

923.6 

(1) 

8.1 

4 

Dominion  Resources 

34.0 

269.5 

(3) 

838.6 

(2) 

13.1 

5 

TECO  Energy 

31.3 

246.5 

(8) 

564.7 

(9) 

4.5 

6 

Duke  Power 

27.3 

186.8 

(10) 

511.5 

(10) 

19.7 

7 

Florida  Progress 

21.4 

261.' 

(6) 

656.6 

(7) 

7.7 

8 

LG&E  Energy 

21.0 

200.9 

(9) 

575.1 

(8) 

3.5 

Rank               Company 

-Per  employee  ($000) — 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(OOO) 

9              Southern  Co 

19.9 

262.4 

(5) 

752.2 

(3) 

30.4 

10                 FPL  Group 

-20.6 

330.7 

(1) 

680.8 

(6) 

19.0 

Industry  medians 

29.3 

262.1 

681.6 

Electric  utilities-Wes 

1       Puget  Sound  P&L 

t 

52.8 

373.1 

(3) 

1,032.4 

(3) 

2.5 

2          San  Diego  G&E 

49.6 

422.7 

(2) 

872.3 

(5) 

4.2 

3                   SCEcorp 

46.3 

424.2 

(1) 

1,030.0 

(4) 

17.0 

4               Idaho  Power 

44.6 

299.8 

(6) 

1,083.2 

(2) 

1.6 

5      Washington  Water 

39.6 

250.7 

(8) 

635.6 

(10) 

2.2 

6               Pacific  G&E 

37.7 

361.5 

(4) 

838.1 

(6) 

26.2 

7                 PacifiCorp 

29.7 

237.1 

(10) 

775.2 

(8) 

16.0 

8        Portland  General 

28.7 

244.8 

(9) 

755.8 

(9) 

3.5 

9          Montana  Power 

25.9 

229.5 

(11) 

541.1 

(11) 

3.7 

10     Public  Service  Colo 

22.1 

261.8 

(7) 

487.7 

(12) 

6.6 

11       Hawaiian  Electric 

13.5 

312.5 

(5) 

1,136.0 

(1) 

3.2 

12           Pinnacle  West 

11.6 

190.1 

(12) 

834.6 

(7) 

8.4 

Industry  medians 

33.7 

280.8 

836.4 

Energy-gas  distributors 

1                         Nicor 

31.1 

420.8 

(1) 

597.2 

(2) 

3.7 

2     Kansas  Pwr  &  Light 

17.2 

248.7 

(3) 

436.1 

(3) 

4.6 

3           Southwest  Gas 

16.6 

386.4 

(2) 

1,685.0 

(1) 

2.2 

Industry  medians 

17.2 

386.4 

597.2 

Energy-gas  producers  &  pi| 

1  Burlington  Resources      45.0 

lelinera 

367.4 

(6) 

1,248.9 

(2) 

5.1 

2                      Enron 

30.5 

1,9860 

(1) 

1,485.8 

(1) 

6.6 

3                       Sonat 

21.1 

287.9 

(7) 

609.7 

(7) 

5.2 

4             Williams  Cos 

17.8 

422.2 

(5) 

934.8 

(4) 

4.3 

5              Coastal  Corp 

16.7 

694.9 

(2) 

683.7 

(6) 

13.5 

6          Transco  Energy 

7.4 

555.6 

(3) 

820.4 

(5) 

5.5 

7     Panhandle  Eastern 

-36.3 

496.9 

(4) 

1,009.2 

(3) 

6.0 

Industry  medians 

17.8 

496.9 

934.8 

Energy-integrated  gas 

1     Consol  Natural  Gas 

21.7 

359.8 

(1) 

663.4 

(1) 

7.5 

2                         Arkla 

15.5 

357.0 

(2) 

5443 

(3) 

6.8 

3       Columbia  Gas  Sys 

9.7 

217.8 

(4) 

572.3 

(2) 

10.8 

4                    Enserch 

9.5 

261.0 

(3) 

302.7 

(4) 

10.8 

5     Pacific  Enterprises 

-1.0 

160.5 

(5) 

169.0 

(5) 

43.1 

Industry  medians 

9.7 

261.0 

544.3 

Energy-major  oils 

1                       Exxon 

48.2 

1,014.6 

(2) 

843.3 

(1) 

104.0 

2                    Chevron 

39.6 

708.2 

(4) 

643.6 

(3) 

54.5 

3                      Texaco 

38.0 

1,072.5 

(1) 

681.2 

(2) 

38.1 

4                      Amoco 

35.4 

517.9 

(5) 

595.5 

(5) 

54.1 

5                        Mobil 

28.5 

855.3 

(3) 

616.3 

(4) 

67.6 

Industry  medians 

38.0 

855.3 

643.6 

Energy-oilfield  services 

1            Baker  Hughes 

7.1 

126.5 

(2) 

135.2 

(1) 

21.5 

2       Dresser  Industries 

5.2 

145.9 

(1) 

96.7 

(2) 

32.3 

3                Halliburton 

2.8 

97.2 

(3) 

63.8 

(3) 

71.2 

Industry  medians 

5.2 

126.5 

96.7 

" 
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Rank               Company 

-Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

Energy-other  oil  &  gas 

1               Oryx  Energy 

80.4 

692.9 

(6) 

1,875.7 

(2) 

2.8 

2           Louisiana  Land 

75.8 

1,184.4 

(2) 

1,693.4 

(3) 

0.7 

3                       Tosco 

74.2 

1.300.0 

(1) 

571.4 

(9) 

1.7 

4   Anadarko  Petroleum 

66.3 

466.3 

(15) 

1,976.9 

(1) 

0.8 

5  Union  Texas  Petrol 

6  Atlantic  Richfield 

62.7 
62.6 

693.7 
668.2 

(5) 
(7) 

1,136.1 

(4) 

1.9 

885.5 

(6) 

27.0 

7            Valero  Energy 

52.1 

642.9 

(8) 

689.8 

(8) 

1.8 

8           Amerada  Hess 

50.0 

720.3 

(4) 

939.0 

(5) 

9.6 

9     American  Petrofina 

32.6 

1,034.4 

(3) 

740.0 

(7) 

3.8 

10  Phillips  Petroleum 

11  Murphy  Oil 

24.5 

615.5 

(10) 

548.9 

(11) 

22.1 

23.8 

469.8 

(14) 

498.8 

(12) 

4.3 

12                     Unocal 

23.0 

629.0 

(9) 

561.7 

(10) 

17.4 

13                      Mapco 

21.0 

436.5 

(16) 

274.0 

(18) 

6.2 

14               Kerr-McGee 

20.4 

501.1 

(13) 

472.6 

(13) 

7.3 

15                         USX 

15.9 

375.1 

(19) 

335.2 

(17) 

51.5 

16    Diamond  Shamrock 

15.2 

531.0 

(12) 

222.3 

(19) 

5.1 

17                     Sun  Co 

9.4 

555.8 

(11) 

423.4 

(15) 

21.3 

18                   Pennzoil 

8.4 

195.0 

(21) 

470.6 

(14) 

11.2 

19       Crown  Central  Pet 

5.0 

393.8 

(18) 

131.5 

(21) 

5.2 

20               Ashland  Oil 

4.2 

245.2 

(20) 

140.6 

(20) 

35.6 

21  Occidental  Petroleum 

-31.0 

398.4 

(17) 

362.6 

(16) 

54.5 

Industry  medians 
Entertainment  &  info 

23.8 

555.8 

548.9 

rmation-broadcasting 

1            BHC  Commun 

562.8 

325.2 

(3) 

2,190.6 

(1) 

0.9 

2      Capital  Cities/ABC 

23.9 

269.5 

(5) 

335.1 

(7) 

20.0 

3                         CBS 

16.6 

486.7 

(1) 

700.3 

(4) 

6.7 

4   Turner  Broadcasting 

-4.3 

382.7 

(2) 

592.4 

(5) 

3.6 

5  Tele-Communication 

-6.4 

104.8 

(7) 

366.5 

(6) 

33.5 

6                     Viacom 

-18.1 

323.2 

(4) 

813.7 

(2) 

5.0 

7                   Comcast 

-56.7 

208.8 

(6) 

780.9 

(3) 

3.1 

Industry  medians 

-4.3 

323.2 

700.3 

Entertainment  &  information-movies 

1       King  World  Prods 

226.0 

1,199.0 

(1) 

1,261.3 

(1) 

0.4 

2  Paramount  Commun 

19.1 

324.1 

(2) 

529.2 

(3) 

12.1 

3               Walt  Disney 

16.6 

122.2 

(4) 

173.1 

(5) 

49.5 

4         General  Cinema 

4.8 

88.5 

(5) 

127.0 

(6) 

24.9 

5       UA  Entertainment 

-4.6 

69.8 

(6) 

197.5 

(4) 

20.5 

6              Time  Warner 
Industry  medians 

-6.0 

302.3 

(3) 

665.0 

(2) 

38.1 

10.7 

212.3 

363.4 

Entertainment  &  information-publishing 

1        Washington  Post 

28.2 

232.0 

(2) 

241.4 

(3) 

6.2 

2  Reader's  Digest  Assn 

25.6 

297.7 

(1) 

230.6 

(4) 

7.4 

3              McGraw-Hill 

12.5 

140.4 

(7) 

183.5 

(6) 

13.8 

4                Dow  Jones 

11.0 

176.4 

(4) 

265.8 

(2) 

9.7 

5                    Gannett 

10.3 

93.9 

(12) 

104.4 

(13) 

36.7 

Rank               Company 

-Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

6  RR  Donnelley  &  Sons 

8.4 

130.5 

(8) 

124.7 

(11) 

26.8 

7        Dun  &  Bradstreet 

7.4 

70.5 

(14) 

69.6 

(14) 

68.3 

8            Knight-Ridder 

7.1 

109.0 

(11) 

107.4 

(12) 

21.1 

9          New  York  Times 

'6.2 

169.2 

(5) 

204.7 

(5) 

10.5 

9              Times  Mifror 

6.2 

124.4 

(10) 

144.1 

(10) 

29.1 

11       Interpublic  Group 

5.1 

84.4 

(13) 

164.1 

(8) 

15.8 

12                EW  Scripps 

4.8 

130.3 

(9) 

152.9 

(9) 

10.0 

13    American  Greetings 

3.8 

66.7 

(15) 

63.2 

(15) 

20.6 

14                    Tribune 

-3.8 

141.7 

(6) 

180.8 

(7) 

16.6 

15          Harcourt  Brace 

-12.7 

222.5 

(3) 

501.1 

(1) 

6.4 

Industry  medians 

7.1 

130.5 

164.1 

Financial  services-brokerage  &  commodity 

1          Morgan  Stanley 

39.3 

853.0 

(2) 

7,778.9 

(2) 

6.9 

2                   Salomon 

34.0 

1,005.2 

(1) 

12,345.7 

(1) 

8.9 

3        Bear  Stearns  Cos 

17.8 

411.3 

(3) 

6,050.1 

(3) 

5.8 

4         Charles  Schwab 

5.8 

218.2 

(6) 

1,459.7 

(5) 

2.9 

5             Merrill  Lynch 

4.8 

280.3 

(4) 

1,703.2 

(4) 

40.0 

6    PaineWebber  Group 

-4.5 

231.9 

(5) 

1,413.0 

(6) 

12.8 

Industry  medians 

11.8 

345.8 

3,876.7 

Financial  services-lease  &  finance 


1  MBIA 

2  Fed  Natl  Mortgage 

3  Federal  Home  Loan 

4  Student  Loan 

5  Franklin  Resources 


514.6  908.9  (4)  8,229.6  (5) 

469.4  5,087.8  (1)  53,245.2  (1) 

204.5  1,975.8  (2)  20,048.9  (2) 
132.3  1,591.4  (3)  18,084.3  (3) 

46.9  151.5  (13)  261.5  (12) 


0.2 
2.5 
2.0 
2.3 
1.9 


6 

Dreyfus 

42.4 

178.4 

(12) 

541.3 

(11) 

1.5 

7 

H&R  Block 

33.6 

314.7 

(6) 

193.0 

(13) 

3.5 

8 

GATX 

21.5 

226.1 

(11) 

859.7 

(9) 

3.9 

9 

Beneficial  Corp 

19.2 

234.1 

(9) 

1,234.7 

(8) 

7.5 

10 

Household  Intl 

16.2 

296.7 

(7) 

2,023.0 

(6) 

14.6 

11 

Primerica 

15.9 

263.6 

(8) 

837.8 

(10) 

23.5 

12 

Discount  Corp  of  NY 

8.8 

825.0 

(5) 

14,618.2 

(4) 

0.4 

13 

Equifax 

4.6 

76.8 

(15) 

53.7 

(15) 

14.1 

14 

American  Express 

3.2 

227.0 

(10) 

1,284.5 

(7) 

107.2 

15 

Ryder  System 

1.0 

125.0 

(14) 

133.3 

(14) 

41.3 

Industry  medians 

21.5 

263.6 

1,234.7 

Financial  services-multinational  banks 

1 

JP  Morgan  &  Co 

57.0 

770.2 

(1) 

6,851.9 

(1) 

13.6 

2 

Bankers  Trust  NY 

49.0 

583.1 

(2) 

4,683.1 

(2) 

13.6 

3 

BankAmerica 

15.8 

221.8 

(10) 

1,992.8 

(9) 

55.6 

4 

First  Chicago 

13.4 

305.9 

(8) 

2,728.1 

(5) 

18.6 

5 

Continental  Bank 

12.0 

492.4 

(3) 

4,354.0 

(3) 

6.2 

6 

Chemical  Banking 

10.4 

286.1 

(9) 

2,615.9 

(6) 

27.9 

7 

Mfrs  Hanover 

7.1 

392.5 

(5) 

3,138.3 

(4) 

19.6 

8 

Citicorp 

3.4 

410.5 

(4) 

2,320.7 

(8) 

93.5 

9 

Chase  Manhattan 

-8.2 

337.2 

(6) 

2,418.6 

(7) 

40.5 

10 

Bank  of  Boston 

-24.2 

309.3 

(7) 

1,797.2 

(10) 

18.1 

Industry  medians 

11.2 

364.9 

2,672.0 
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UNUM.  You  offer  your  employees  maximum 
flexibility  with  comprehensive  401  (k)  and 
tax-sheltered  annuity  plans. 


UNUM.  You  benefit  from  a  wide  range  of 
investment  choices  handled  by  some  of  the 
industry's  most  respected  fund  managers. 


^m 


UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


BROTEKTl 


i 


i7 


You  can  count  on  what  we  know 


Vitus' 


UNUM  Life  Insurance  Company,  Portland.  Maine  04122  (Retirement  products  available  only  through 
this  company).  UNUM  Life  Insurance  Company  of  America,  Portland.  Maine  04122  (all  states  except 
New  York).  First  UNUM  Life  Insurance  Company,  Tarn  town.  New  York  10591  (New  York  State  only). 
©  1990  UNUM  Life  Insurance  Company 

1-800-634-8026 
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THE  FORBES  500s 


Rank  Company      Per  employee  ($000} 

Profits    Sales  (rank) 


—    Employees 
Assets  (rank)     (000) 


Rank 


Company 


-Per  employee  ($000)- 


Employees 


Profits    Sales  (rank)    Assets  (rank)     (000) 


Financial  services-regional  banks 


1  Republic  New  York  48  6 

2  Wilmington  Trust  3?  1 

3  Wells  Fargo 

4  First  Hawaiian  31.7 

5  Fifth  Third  Bancorp  30.4 

6  Sumitomo  Banl  27.2 

7  Dauphin  Deposit  26.9 

8  Mercantile  Bkshs  25.9 

9  Bancorp  Hawaii  24.4 
10  Banc  One  22 .8 


11 
12 
13 
14 
15 


283.0 
240.2 
210.6 

302.9 
199.2 
186.1 
243.6 
183.6 


(1) 
'21) 

(6) 
(16) 
(30) 

(4) 
(43) 
(65) 
(13) 
(70) 


7,150.8 
2.008.5 
2,721.5 
2,445.9 
2,007.5 

2,904.1 
2,072.1 
1,836.7 
2,730.6 
1.635.4 


(1) 
(33) 

(9) 
(11) 
(34) 

(5) 
(25) 
(54) 

(8) 
(84) 


NBD  Bancorp  21.9 

First  Wachovia  21.8 

Bank  of  New  York  21.5 

Northern  Trust  20.1 

Union  Bank  19.9 


214.7  (26) 

184.5  (69) 
371.3  (2) 
230.1  (17) 

229.6  (18) 


16  First  Empire  State  19.7 

17  Central  Bancshares  19.5 

18  City  National  19.3 

19  Comerica  19.2 

20  Old  Kent  Financial  191 

21  US  Bancorp  18.7 

22  Star  Banc  18.2 

23  Manufacturers  Natl  18.1 

24  SunTrust  Banks  17.6 

25  BB&T  Financial  17.4 

25  Central  Fidelity  Bks  17.4 

25  Puget  Sound  Bancp  17.4 

28  Society  17.2 

29  First  Alabama  Bcshs  16.6 
29  Liberty  National  16.6 

31  Boatmen's  Bancshs  16.1 

32  First  Union  15.9 

33  Commerce  Bcshs  15.6 

34  Norwest  15.5 

35  First  Bancp  Ohio  15.2 


260.7 
205.1 
219.6 
198.0 
189.8 


(9) 
(37) 
(25) 
(44) 
(59) 


2.135.8  (18) 

1,924.5  (45) 

3.159.8  (3) 
2.050.3  (30) 
2,221.0  (14) 

2,821.0  (6) 

1.965.9  (41) 

2.171.0  (16) 

1.988.1  (37) 
1,789.1  (62) 


195.9  (49) 

186.1  (65) 

194.7  (51) 

171.4  (84) 

182.0  (72) 

189.1  (61) 
183.4  (71) 
190.7  (57) 
147.7  (97) 

189.3  (60) 

180.4  (74) 

212.7  (27) 
161.9  (91) 

191.8  (54) 

158.9  (92) 


1.797.8 
1.766.9 
2.024.2 
1.680.6 
1.672.2 


(58) 
(64) 
(31) 
(80) 
(82) 


1.929.0  (44) 

1.730.2  (73) 

1.676.3  (81) 
1.529.5  (89) 
1.875.5  (50) 

2.080.1  (24) 
2,132.1  (19) 
1,814.8  (55) 

1.686.7  (79) 

1.621.8  (86) 


4.1 
1.9 
20.7 
2.3 
4.0 

1.7 
1.7 
2.7 
3.9 
18.6 

12.5 

13.7 

14.4 

5.8 

7.3 

2.7 

2.5 
2.3 
6.7 
4.6 

9.8 
3.6 
6.0 
19.9 
3.1 

3.2 
2.7 
9.0 
4.1 
2.0 

8.4 
19.1 

3.7 
18.2 

2.3 


36 

AmSouth  Bancorp 

15.0 

175.0 

(79) 

1,701.1 

(78) 

5.1 

36 

National  City 

15.0 

172.8 

(82) 

1,529.8 

(88) 

15.5 

36 

SouthTrust 

15.0 

187.1 

(64) 

1.942.2 

(43) 

4.6 

39 

State  Street  Boston 

14.9 

167.6 

(87) 

1.479.1 

(93) 

7.9 

39 

Trustmark 

14.9 

174.8 

(80) 

1.895.5 

(49) 

2.0 

41  First  Virginia  Banks  14.5  126.7  (108)  1.197.5  (109)  4.5 

42  Firstar  14.2  142.4  (101)  1,370.0  (102)  6.8 
42  Huntington  Bcshs  14.2  209.5  (33)  1,970.1  (40)  6.0 
44  First  Bank  System  13.8  225.7  (20)  2.0054  (35)  9.5 
44  KeyCorp  13.8  167.8  (86)  1,796.0  (60)  10.7 


46  West  One  Bancorp 

47  Security  Bancorp 

48  United  Missouri  Bcsh 

49  NCNB 

50  First  of  America  Bfc 

51  Mercantile  Bancorp 

52  South  Carolina  Natl 
52  Zions  Bancorporation 

54  INB  Financial 

55  First  Interstate  Bncp 

56  First  Tennessee  Natl 

57  Marshall  &  llsley 

58  Valley  Bancorp 

59  Mellon  Bank 

60  Southern  Natl 

61  Deposit  Guaranty 

62  Crestar  Financial 
62  First  Security 
64  BanPonce 
64  Union  Planters 

66  Core  States  Financial 

66  Fourth  Financial 

68  First  Commerce 

69  Michigan  National 

70  First  Citizens  Bcshs 

71  C&S/Sovran 

72  Integra  Financial 

73  Signet  Banking 

74  US  Trust 

75  Barnett  Banks 

76  Affiliated  Bkshs  Colo 

77  Merchants  National 

78  Meridian  Bancorp 
78  PNC  Financial 
78  Security  Pacific 

81  Baltimore  Bancorp 

82  Premier  Bancorp 

83  FirsTier  Financial 

84  Natl  Community  Bks 

85  Colorado  Natl  Bkshs 


13.6 
13  5 

13.3 
13.2 
13.1 

13.0 
12.8 
12.8 
12.7 
12.4 

12.2 
11.9 
11.7 
10.5 
10.4 

10.3 
10.1 
10.1 

9.1 

9.1 

8.7 
8.7 
8.6 
8.1 
7.9 

7.6 
6.6 
6.4 
5.7 
5.5 

4.8 
4.7 
3.9 
3.9 
3.9 

35 
2.8 
1.8 
1.1 
1.0 


148.4  (96)  1,462.7  (94) 

142.3  (102)  1,226.1  (108) 

145.3  (98)  1,523.9  (90) 

241.3  (14)  2,357.0  (13) 

137.7  (106)  1,392.4  (101) 


174.1 
178.9 
165.5 
204.9 
167.3 


(81) 
(75) 
(89) 
(38) 
(88) 


188.3  (63) 

139.4  (104) 
139.3  (105) 
206.2  (36) 

162.6  (90) 

195.7  (50) 
209.7  (32) 
155.1  (93) 

91.4  (110) 

171.6  (83) 


197.5 
1925 
189.0 
208.1 
116.6 


(46) 
(53) 
(62) 
(35) 
(109) 


176.6  (78) 

185.9  (67) 

222.4  (23) 

191.1  (56) 

180.8  (73) 

134.9  (107) 

170.2  (85) 

220.5  (24) 

269.6  (8) 
252.2  (12) 


320.2 
149.9 
201.0 
185.3 
144.3 


(3) 
(95) 
(42) 
(68) 
(99) 


1.751.1  (67) 
1,810.8  (56) 

1.710.3  (75) 

1.953.7  (42) 

1.447.8  (95) 

1.707.2  (76) 

1.248.1  (107) 
1,426.0  (98) 

1.743.2  (69) 

1.519.2  (91) 

2.062.4  (27) 

1.970.7  (39) 

1.432.3  (96) 
1.289.3  (106) 
1,609.0  (87) 

1.797.9  (57) 

2.130.8  (20) 

1.750.6  (68) 

1.841.3  (53) 
1,338.0  (105) 

1.704.4  (77) 

1.915.4  (47) 

1.772.7  (63) 
1,348.7  (103) 

1.766.5  (65) 

1.338.9  (104) 

1.742.4  (70) 

2.056.5  (29) 
2,515.7  (10) 
2,069.3  (26) 


3,217.7 
1,487.4 
2,101.3 
1,919.7 
1,099.5 


(2) 

(92) 

(22) 

(46) 

(110) 


3.1 

2.3 

2.8 

27.7 

10.1 

4.4 
3.9 
2.1 
3.2 
35.5 

3.9 
6.0 
2.5 
16.5 
2.2 

2.4 
6.0 
4.5 
7.0 
2.5 

13.1 
2.0 
2.6 
6.0 
3.6 

30.1 

4.0 

6.4 

2.1 

18.2 

2.0 

3.3 

5.8 

18.1 

40.9 

11 
2.6 
1.5 
2.1 
2.8 


85 

Valley  National 

1.0 

155.0 

(94) 

1.431.8 

(97) 

7.4 

87 

First  Fidelity  Bncp 

-0.5 

254.4 

(11) 

2,425.9 

(12) 

12.0 

88 

Bank  South 

-0.8 

194.3 

(52) 

1,728.6 

(74) 

3.0 

88 

Sunwest  Financial 

-0.8 

140.2 

(103) 

1.4073 

(100) 

2.3 

90 

UJB  Financial 

-0.9 

204.9 

(38) 

2,012.2 

(32) 

6.4 

91 

Fleet/Norstar  Finl 

-2.6 

210.1 

(31) 

1,736.6 

(71) 

187 

92 

First  Florida  Banks 

-2.8 

142.7 

(100) 

1,410.8 

(99) 

4.1 

93 

Hibernia 

-32 

240.7 

(15) 

2,137.0 

(17) 

34 

94 

Cullen/Frost  Bankers 

^4.5 

178.5 

(77) 

1.7962 

(59) 

1.8 

95 

Dominion  Bankshs 

-6.8 

202.3 

(40) 

1,895.7 

(48) 

5.5 
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CITGO 


"Pension  money  should  not  be  viewed  as  company 
money.  It's  employee  money.  It's  for  their  retirement. 
That's  why  we  safeguard  5  with  CBOT  Treasury 
futures,  for  insurance  against  volatile  interest  rates!' 


Sleven  R.  Berlin 

VR,  Chief  Financial  Officer 

CITGO  Petroleum  Corp. 


"Predicting  interest  rate  fluctuation  is  a  guessing  game"  says  Berlin.  "And  you  don't  play  games  with 
employee  pension  money'  It's  a  game  that  CITGO,  one  of  the  country's  top  wholesale  oil  marketers  and 
refiners,  feels  has  more  risks  than  rewards.  "Steady*  long-term  returns  are  much  more  important  to  us" 
Berlin  states.  "We  don't  like  to  speculate." 

CBOT  T-Bond  and  T-Note  futures  provide  CITGO  performance  and  profit  predictability.  "Hedging  helps 
us  sleep  at  night,"  adds  Berlin.  "We  can  tell  our  employees,  'Your  money  is  safe.'" 

If  you're  fighting  interest  rate  fluctuation,  find  out  more  about  /e*.    f^hi^anrk  Rnarrl  nf  TVarlo 

CBOT  Treasury  futures.  For  literature,  call  1-800-THE-CBOT,  ext.  6003,   •    ^""CagO  OOaru 
or  call  1-312-435-3558,  ext.  6003. 


^■■■^^H^ORBHSOO^^^^^^^ 

Rant 

i               Company 

Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets 

(rank) 
(28) 

(000) 

96 

Summit  Bancorp 

-7.1 

212.5 

(28) 

2,059.7 

1.8 

97 

Shawmut  National 

-11.1 

228.9 

(19) 

1,979.6 

(38) 

12.0 

98 

BayBanks 

-122 

191.2 

(55) 

1,756.1 

(66) 

5.7 

99 

Multibank  Financial 

-13.1 

197.6 

(45) 

1.844.1 

(52) 

1.6 

100 

Whitney  Holding 

-13.2 
-15.7 

178.8 
208.7 

(76) 
(34) 

2,172.7 

(15) 

1.3 

101 

Ameritrust 

1,793.3 

(61) 

6.1 

102 

First  American  Corp 

-16.7 

196.2 

(48) 

1,734.1 

(72) 

3.7 

103 

Midlantic 

-17.5 

223.6 

(22) 

2,113.5 

(21) 

11.2 

104  First  City  Bncp  Texas 

-23.7 

202.3 

(40) 

1,996.6 

(36) 

6.7 

105 

Southeast  Banking 
Riggs  National 

-24.2 

196.7 

(47) 

1,628.8 

(85) 

8.2 

106 

-25.3 

300.5 

(5) 

2,908.7 

(4) 

2.4 

107 

Northeast  Bancorp 

-32.7 

190.7 

(57) 

1,848.5 

(51) 

1.8 

108 

MNC  Financial 

-34.8 

254.6 

(10) 

2,087.7 

(23) 

12.6 

109 

Equimark 

-68.7 

211.1 

(29) 

1,671.8 

(83) 

2.0 

110 

Citizens  First  Bncp 

-80.3 

272.8 

(7) 

2,735.7 

(7) 

1.0 

Industry  medians 

12.3 

191.2 

1,812.8 

Financial  services-thrift  institutio 

ns 

(1) 

8,456.6 

1 

Golden  West  Finl 

68.0 

797.3 

(1) 

2.7 

2 

Downey  S&L  Assn 

43.3 

412.6 

(17) 

4,296.5 

(15) 

1.0 

3 

Citadel  Holding 

28.6 

651.3 

(4) 

6,982.4 

(3) 

0.8 

4 

Bay  View  Capital 

17.9 

743.3 

(2) 

7,143.6 

(2) 

0.4 

5 

Standard  Fedl  Bank 

17.8 

405.0 

(19) 

4,132.1 

(19) 

2.3 

6 

HFAhmanson 

17.6 

440.4 

(14) 

4,719.4 

(10) 

10.8 

7 

Gt  Western  Financial 

14.4 

313.8 

(32) 

2,935.5 

(33) 

13.4 

8 

Talman  Home  Fed 

7.3 

295.5 

(34) 

3,254.6 

(30) 

1.8 

9 

Farm  &  Home  Finl 

7.0 

483.8 

(9) 

5,540.2 

(6) 

0.6 

10 

FirstFed  Michigan 

6.9 

663.6 

(3) 

6,769.7 

(4) 

1.6 

1 1  Rochester  Community 

4.8 

272.6 

(36) 

2,617.4 

(36) 

1.6 

12 

Citizens  Savings 

4.2 

423.6 

(16) 

4,531.6 

(12) 

0.9 

13 

SFFed  Corp 

2.5 

459.0 

(10) 

4,207.4 

(17) 

0.8 

14 

Goldome 

1.7 

367.6 

(23) 

3,322.8 

(28) 

3.4 

15 

Old  Stone 

1.4 

193.0 

(40) 

1,750.5 

(39) 

2.1 

16 

Commercial  Federal 

1.3 

536.9 

(8) 

5,503.1 

(7) 

1.0 

17 

Washington  Mutual 

0.5 

356.7 

(24) 

3,394.7 

(27) 

2.0 

18 

Fortune  Financial 

-4.1 

375.3 

(22) 

3,849.4 

(22) 

0.8 

19 

St  Paul  Bancorp 

-5.7 

352.8 

(26) 

3,559.2 

(25) 

1.0 

20 

TCF  Financial 

-8.6 

196.1 

(39) 

1,744.2 

(40) 

2.4 

21 

Glen  Fed 

-11.4 

377.1 

(21) 

3,936.1 

(21) 

6.2 

22 

Greater  NY  Savings 

-21.0 

351.3 

(28) 

3,810.9 

(23) 

0.8 

23 

American  Capital 

-236 

309.7 

(33) 

2,953.0 

(32) 

1.7 

24 

Great  Lakes  Bancorp 

-25.8 

354.5 

(25) 

3,258.0 

(29) 

1.0 

25 

Coast  Savings  Finl 

-31.7 

541.6 

(7) 

5,144.5 

(8) 

2.0 

26 

People's  Bank 

-33.4 

274.4 

(35) 

2,727.8 

(35) 

2.5 

27 

CalFed 

-48.8 

411.1 

(18) 

4,656.9 

(11) 

5.3 

28 

Dime  Savings  Bank 

-54.5 

441.7 

(13) 

4.355.9 

(13) 

2.5 

29 

HomeFed 

-57.1 

439.5 

(15) 

4,211.1 

(16) 

4.3 

30 

Western  Capital  Inv 

-61.8 

231.5 

(37) 

2,210.2 

(37) 

1.2 

Rank               Company 

•Per  employee  ($000)— 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

31      Valley  Federal  S&L 

-63.9 

457.4 

(11) 

4,024.7 

(20) 

0.7 

32         Anchor  Bancorp 

-66.4 

455.4 

(12) 

4.327.2 

(14) 

2.0 

33     Society  for  Savings 

-67.4 

612.0 

(5) 

4,921.2 

(9) 

0.8 

34       American  Savings 

-7O.0 

329.5 

(30) 

3,562.7 

(24) 

1.1 

35  Howard  Savings  Bank 

-72.4 

197.2 

(38) 

1,982.9 

(38) 

2.2 

36       Northeast  Federal 

-85.4 

403.7 

(20) 

4,161.7 

(18) 

1.2 

37  Meritor  Savings  Bank 

-92.4 

350.9 

(29) 

2,887.4 

(34) 

2.3 

38     Perpetual  Financial 

-94.7 

329.5 

(30) 

3,004.2 

(31) 

1.6 

39      CrossLand  Savings 

-132.7 

352.6 

(27) 

3,522.8 

(26) 

3.2 

40  Great  American  Bank 

-137.1 

561.3 

(6) 

6,027.4 

(5) 

2.5 

Industry  medians 

-10.0 

390.4 

3,980.4 

Food,  drink  &  tobacco-beverages 

1                  Coca-Cola 

61.5 

455.4 

(1) 

412.7 

(1) 

22.5 

2           Brown-Forman 

26.2 

197.1 

(4) 

189.0 

(4) 

5.5 

3  Anheuser-Busch  Cos 

18.3 

233.5 

(2) 

209.4 

(3) 

46.0 

4  Coca-Cola  Enterprise 

4.7 

201.7 

(3) 

251.0 

(2) 

20.0 

5                    PepsiCo 

3.8 

62.0 

(6) 

59.7 

(6) 

287.0 

6              Adolph  Coors 

3.6 

174.8 

(5) 

163.8 

(5) 

10.7 

Industry  medians 

11.5 

199.4 

199.2 

Food,  drink  &  tobacco-food  distributors 

1    Super  Food  Services 

7.7 

814.6 

(1) 

148.1 

(1) 

2.2 

2                        Sysco 

7.6 

410.6 

(3) 

112.1 

(3) 

19.2 

3               Fleming  Cos 

4.3 

522.2 

(2) 

121.1 

(2) 

22.9 

4       Super  Valu  Stores 

3.7 

284.8 

(5) 

71.1 

(5) 

40.4 

5                   Wetterau 

3.4 

381.2 

(4) 

81.8 

(4) 

14.7 

6                Nash  Finch 

1.6 

212.8 

(6) 

37.4 

(6) 

11.1 

7                     Marriott 

0.2 

34.8 

(7) 

31.6 

(8) 

219.5 

8              TW  Holdings 

-0.6 
3.6 

33.8 

(8) 

32.1 

(7) 

109.0 

Industry  medians 

333.0 

76.5 

Food,  drink  &  tobacco-food 

processors 

1           Archer  Daniels 

41.6 

759.9 

(1) 

550.2 

(2) 

11.0 

2                     Kellogg 

29.1 

300.3 

(3) 

217.3 

(4) 

17.3 

3            WmWrigleyJr 

20.2 

191.5 

(10) 

97.2 

(15) 

5.8 

4           Hershey  Foods 

17.6 

221.7 

(9) 

169.7 

(5) 

12  3 

5    Pioneer  Hi-Bred  Intl 

15.5 

224.4 

(8) 

287.1 

(3) 

4.3 

6                    HJ  Heinz 

14.9 

177.0 

(11) 

140.7 

(7) 

36.8 

7       CPC  International 

10.9 

168.9 

(14) 

131.2 

(8) 

34.2 

8            Geo  A  Hormel 

10.2 

338.9 

(2) 

100.5 

(14) 

8.2 

9         McCormick  &  Co 

9.2 

176.4 

(13) 

126.3 

(10) 

7.5 

10         Gerber  Products 

9.1 

94.8 

(21) 

64.1 

(20) 

12.4 

11                Dean  Foods 

8.2 

261.7 

(4) 

106.2 

(12) 

8.2 

12                      Borden 

7.9 

164.9 

(15) 

114.1 

(11) 

46.3 

13               Quaker  Oats 

7.6 

176.8 

(12) 

103.1 

(13) 

30.0 

14           Ralston  Purina 

7.1 

1278 

(17) 

80.4 

(18) 

56.2 

15              General  Mills 

5.0 

77.7 

(23) 

41.2 

(24) 

90.5 
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Our  Software 

Is  Behind 
Almost  Every 

Compare 

InThis 


CA90s 


Big  or  small,  young  or  old,  the  companies  in  The 
Forbes  500s  seem  to  agree  on  at  least  one  thing. 
The  superiority  of  Computer 
Associates  software. 

Virtually  every  company  listed  in 
this  issue  uses  our  software  on  their 
cas computing'  mainframe,  midranee  or  microcom- 

Architecture For  »       i  '  i         i  •      ,      r 

ne  90s  protects  puters.  And  no  matter  what  kind  of 
^aiueojel^cl  software  it  is  -  information  manage- 
so/rware solution,  ment,  systems  management  or  busi- 
ness applications  -  our  clients  all  use  it  for  the 
same  reason. 


CA  offers  the  most  effective  and  integrated 
software  solutions  in  the  world.  Software  that  can 
make  your  information  systems  more  productive 
-  while  controlling  costs  at  the  same  time. 

That's  why  you'll  always  find  our  software 
wherever  you  find  successful,  growing  companies. 
After  all,  these  days  the  right  software  can  really 
give  a  company  a 
competitive  edge. 

Everyone 
knows  that. 

Almost. 


QOMPUTER 
SSOCIATES 

Software  superior  by  design. 


1 1991  Computer  Associates  International,  Inc.,  711  Stewart  Avenue,  Garden  City,  NY  11530-4787  1-800-645-3003 


A      D      I      L      L      A 


Performance  leadership, 


SUB5TAXCE  BEHIND  THE  S~H  LE 


Cadillac  is  the  only  leading  car  line 
with  V8  power  and  anti-lock  braking 
standard  in  every  model.  They're  just 
two  of  the  continuous  improvements 

that  have  earned  Cadillac  the  U.S. 
Government's  coveted  1990  Malcolm 

Baldrige  National  Quality  Award. 


M 

^TWinn. 


Cadillac-exclusive 
new  electronically 
integrated  4.9  liter 
V8  power  train  for 
Fleetwood,  De  Ville, 
Seville  and  Eldorado. 


Malcolm  Baldrige 

National 
Duality 
Award 


200  horsepower  to  merge  and 
pass  with  confidence. 
New  electronically  controlled 
four-speed  automatic  transmis- 
sion with  viscous 
converter  clutch  for 
barely  detectable 
shifts  and 
smooth  oper- 
ation at 
highway 
speeds. 


New  4.9  liter  V8- powered 

Cadillacs  have  the  highest 

highway  mileage  of  any  V8 

luxury  cars-EPA  estimated 

26  MPG  highway. 


I  rftotl  it  tonthci     bui  kit  up 
I  1990  CM  <  orp  VTIRighltRi 

II  I  I   I  WOOP.  S|  PAN  HI    VII  I  I  . 

i  i  DORADOi  SEVILLEt  \i  I  \NJil 


J 


Cadillac  Style:  All  V8.  All  ABS. 


1991     SEVILLE     STS 


Anti-lock  brakes  (ABS)  help  mini- 
mize stopping  distance  while  main- 
taining steering  ability.  The  result 
is  increased  control  while  braking 
on  a  wide  variety  of  surfaces. 


Every  Cadillac  is  backed  by  a  no-deductible  4-year/50,000-mile  Gold 
Key  Bumper  to  Bumper  warranty  and  24-hour  Cadillac  Roadside 
Service®.  Allante  is  backed  by  the  unique  7-year/100,000-mile 

Allante  Assurance  Plan?  *See  your  dealer  for  terms  of  these  limited  warranties. 

Please  call  1-800-333-4C AD  for 
product  literature  and  the  location 
of  your  nearest  Cadillac  dealer. 


rHE  ONLY  WAY  TO  TRAVEL  IS 


CADILLAC  STYLE® 


guu-Ki:uiiniii]i|iiqn'n 


THE  FORBES  SOOs 


Rank               Company 

-Per  employee  ($000)— 

Employees 

16 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

Sara  Lee 

4.8 

116.3 

(19) 

74.2 

(19) 

104.8 

17 

ConAgra 

3.8 

249.3 

(6) 

127.5 

(9) 

75.0 

18 

Intl  Multifoods 

3.4 

239.5 

(7) 

92.9 

(16) 

9.1 

19 

Tyson  Foods 

2.9 

89.0 

(22) 

59.3 

(21) 

43.0 

20 

Castle  &  Cooke 

2.5 

62.6 

(24) 

49.4 

(22) 

48.0 

21 

Chiquita  Brands  Intl 

2.1 

94.9 

(20) 

48.3 

(23) 

45.0 

22 

Campbell  Soup 

1.1 

120.1 

(18) 

81.3 

(17) 

52.7 

23 

Whitman 

-2.1 

152.2 

(16) 

145.0 

(6) 

15.1 

24 

RJR  Nabisco 

-8.4 

252.3 

(5) 

598.5 

(1) 

55.0 

Industry  medians 
Food,  drink  &  fobaccc 

7.8 

176.6 

104.7 

H-toba 

ceo 

1 

UST  Inc 

62.9 

211.4 

(2) 

175.3 

(3) 

3.6 

2 

Philip  Moms  Cos 

21.9 

274.3 

(1) 

288.2 

(1) 

161.6 

3 

American  Brands 

12.4 

171.8 

(3) 

287.3 

(2) 

48.2 

4 

Universal 

1.7 

150.2 

(4) 

81.3 

(4) 

20.0 

Industry  medians 

17.2 

191.6 

231.3 

Forest  products-packaging 

1           Temple-Inland      18.1 

186.9 

(2) 

609.7 

(1) 

12.9 

2 

Crown  Cork  &  Seal 

6.7 

192.3 

(1) 

162.5 

(3) 

16.0 

3 

Sonoco  Products 

3.4 

112.8 

(4) 

75.2 

(4) 

14.8 

4 

Stone  Container 

3.0 

178.2 

(3) 

207.1 

(2) 

32.3 

For* 

1 

Industry  medians 

5.1 

182.6 

184.8 

»st  products-paper  &  lumber 

Consolidated  Papers 

30.2 

201.3 

(6) 

252.9 

(5) 

4.7 

2 

PH  Glatfelter 

25.4 

179.6 

(10) 

172.0 

(14) 

3.5 

3 

Bowater 

17.1 

270.7 

(1) 

450.6 

(1) 

5.1 

4 

Federal  Paper  Board 

16.4 

189.7 

(9) 

340.0 

(3) 

7.2 

5 

Willamette  Inds 

13.2 

193.9 

(8) 

200.1 

(12) 

9.8 

6 

Potlatch 

13.1 

165.9 

(12) 

226.2 

(7) 

7.6 

7 

Union  Camp 

11.5 

142.4 

(14) 

220.7 

(8) 

19.9 

8 

Westvaco 

10.6 

159.9 

(13) 

220.6 

(9) 

15.0 

9 

Weyerhaeuser 

9.2 

210.3 

(5) 

381.1 

(2) 

42.9 

10 

International  Paper 

8.6 

195.6 

(7) 

206.3 

(10) 

66.3 

11 

Champion  Intl 

7.7 

175.2 

(11) 

287.5 

(4) 

29.1 

12 

Louisiana-Pacific 

7.0 

137.9 

(15) 

161.9 

(15) 

13.0 

13 

Georgia-Pacific 

6.1 

211.8 

(4) 

201.7 

(11) 

59.8 

14 

Boise  Cascade 

3.8 

212.8 

(3) 

243.2 

(6) 

19.7 

15 

Mead 

1.5 

219.9 

(2) 

179.2 

(13) 

21.7 

Industry  medians 

10.6 

193.9 

220.7 

Health-biotech 

1 

Chiron 

7.3 

142.5 

(3) 

481.6 

(3) 

0.6 

2 

Amgen 

6.1 

474.8 

(1) 

705.7 

(1) 

0.6 

3 

Genentech 

-53.6 

244.1 

(2) 

632.6 

(2) 

1.8 

Industry  medians 

6.1 

244.1 

632.6 

Rank               Company 

-Per  employee  1 

Sififlfl* 

Employees 

fUUU; 

Hearth-drugs 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

1     Marion  Merrell  Dow 

51.4 

259.7 

(5) 

227.8 

(8) 

9.5 

2                       Merck 

50.0 

215.2 

(6) 

225.2 

(9) 

35.7 

3                    Eli  Lilly 

38.8 

178.7 

(9) 

245.9 

(7) 

29.1 

4                 ALZA  Corp 

36.5 

147.0 

(15) 

786.5 

(1) 

0.7 

5                Forest  Labs 

35.9 

163.0 

(11) 

321.4 

(4) 

1.0 

6  Bristol-Myers  Squibb 

32.7 

192.5 

(7) 

1722 

(14) 

53.5 

7         Schering-Plough 

27.6 

162.1 

(12) 

200.2 

(12) 

20.5 

8       Amer  Home  Prods 

24.4 

134.3 

(18) 

111.7 

(17) 

50.5 

9                     Upjohn 

24.0 

159.6 

(13) 

193.0 

(13) 

19.0 

10    Abbott  Laboratories 

22.8 

145.4 

(16) 

131.4 

(16) 

42.4 

11                        Pfizer 

18.9 

151.4 

(14) 

214.0 

(10) 

42.3 

12        Bergen  Brunswig 

17.7 

1,228.1 

(2) 

371.3 

(3) 

3.8 

13  Bindley  Western  Inds 

15.9 

4,873.9 

(1) 

785.7 

(2) 

0.4 

14         Warner-Lambert 

14.1 

136.2 

(17) 

94.8 

(18) 

34.4 

15             Imcera  Group 

8.6 

172.8 

(10) 

248.8 

(6) 

9.0 

16                 McKesson 

6.7 

583.0 

(3) 

169.3 

(15) 

14.3 

17  Rhone-Poulenc  Rorer 

0.1 

182.3 

(8) 

255.3 

(5) 

16.0 

18     National  Intergroup 

-53.4 

512.6 

(4) 

205.8 

(11) 

5.3 

Industry  medians 

23.4 

175.8 

219.6 

Health-health  care  services 

1            US  Healthcare 

40.2 

672.3 

(1) 

318.0 

(1) 

1.9 

7  National  Health  Labs 

17.0 

103.5 

(2) 

7.7 

(7) 

4.9 

3       Community  Psych 

14.2 

63.4 

(6) 

94.3 

(3) 

5.9 

4                    Humana 

5.7 

89.9 

(3) 

71.0 

(5) 

58.6 

4        National  Medical 

5.7 

82.6 

(4) 

865 

(4) 

45.3 

6     Beverly  Enterprises 

0.1 

22.5 

(7) 

17.3 

(6) 

94.0 

7      American  Medical 

-1.0 

70.0 

(5) 

97.8 

(2) 

35.8 

Industry  medians 

5.7 

82.6 

86.5 

Health-medical  supplies 

1         St  Jude  Medical 

130.7 

353.9 

(1) 

561.9 

(1) 

0.5 

2                      Acuson 

42.2 

249.6 

(2) 

219.8 

(3) 

1.1 

3                      Biomet 

34.5 

181.0 

(3) 

180.4 

(4) 

1.1 

4                 Medtronic 

19.0 

47.5 

(13) 

148.8 

(5) 

6.5 

5                    Allergan 

12.4 

134.4 

(5) 

144.0 

(6) 

6.6 

6               US  Surgical 

11.7 

130.3 

(6) 

116  8 

(12) 

3.9 

7          Bausch  &  Lomb 

10.3 

107.3 

(10) 

131.6 

(9) 

12.8 

7                      Corning 

10.3 

104.8 

(11) 

125.2 

(11) 

28.1 

9       Becton  Dickinson 
10        Hillenbrand  Inds 

9.9 

110.8 

(9) 

140.2 

(7) 

18.7 

8.2 

119.6 

(8) 

137.1 

(8) 

9.3 

11                    CRBard 

4.7 

92.1 

(12) 

71.9 

(13) 

8.5 

12    Baxter  International 

0.6 

125.2 

(7) 

131.6 

(9) 

64.7 

13             Henley  Group 

-9.2 

170.9 

(4) 

289.5 

(2) 

11.0 

Industry  medians 

10.3 

125.2 

140.2 

Insurance-diversified 

1                General  Re 

251.7 

1,227.7 

(1) 

4,525.4 

(1) 

2.4 

2    Cincinnati  Financial 

74.0 

601.8 

(2) 

1,485.7 

(8) 

1.7 

3       American  General 

45.4 

362.1 

(9) 

2,732.0 

(2) 

12.4 

4   American  Intl  Group 

43.3 

471.5 

(4) 

1,746.0 

(5) 

333 

5                      Safeco 

32.3 

353.2 

(11) 

1.224.8 

(12) 

8.6 
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For  aircraft  manufacturers, 
speed  to  market  is  imperative. 
They've  got  lots  of  company. 

For  commercial  aircraft  manufacturers,  speed  to  market  is  the 
primary  imperative.  Once  a  new  jet  is  government-certified  and 
airline-endorsed,  orders  flood  in  and  backlog  piles  up. 

Guaranteed  delivery  dates  are  critical  and  often  depend 
on  rapid,  assured  availability  of  new  and  expanded  facilities 
that  are  typically  large  and  complex. 

As  a  world  leader  in  designing  and  constructing  buildings 
for  the  aircraft  industry,  The  Austin  Company  understands 
the  criticality  of  customer  commitments.  That  is  why  Austin  is 
organized  to  meet  -  and  guarantee  -  project  schedules. 

But  Austin  also  serves  many  other  industries  where  speed 
to  market  is  an  imperative  for  corporate  success.  When  these 
companies  need  facilities  that  pose  extreme  logistical 
challenges,  they  repeatedly  rely  on  Austin. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


JUtfS  ANU  PKUUUUI.U..Y 


THE  FORBES  SOOs 


Rank 

Company 

■Per  employee  i 

$nnni 

Employees 

|UuU/ 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

6 

Loews 

29.9 

438.6 

(5) 

1,291.3 

(10) 

26.9 

7 

Aon 

26.6 

291.8 

(14) 

1,159.1 

(14) 

9.0 

8 

Old  Republic  Intl 

21.4 

253.6 

(15) 

679.3 

(15) 

4.9 

9 

Unitrin 

16.2 

150.3 

(16) 

514.3 

(16) 

8.2 

10 

Transamerica 

15.8 

397.8 

(8) 

1,886.3 

(4) 

16.9 

11 

Aetna  Life  &  Cas 

13.3 

410.8 

(6) 

1,928.7 

(3) 

46.3 

12 

Reliance  Group 

13.1 

407.0 

(7) 

1,216.7 

(13) 

9.1 

13 

Marsh  &  McLennan 

12.7 

113.7 

(17) 

100.7 

(18) 

24.0 

14 

Lincoln  National 

11.5 

505.6 

(3) 

1.552.7 

(6) 

16.7 

15 

Cigna 

6.5 

358.9 

(10) 

1,258.5 

(11) 

50.6 

16 Alexander  &  Alexander 

3.4 

83.7 

(18) 

175.5 

(17) 

16.0 

17 

Kemper 

1.3 

308.3 

(13) 

1,430.3 

(9) 

9.5 

18 

Travelers 

-5.2 

327.9 

(12) 

1.604.5 

(7) 

34.5 

Industry  medians 

16.0 

360.5 

1,360.8 

Insurance-life  &  heaKh 

1 

Conseco 

61.6 

1,110.4 

(1) 

12,108.1 

(2) 

0.7 

2 

Broad 

41.7 

909.8 

(3) 

10,831.1 

(3) 

1.0 

3 

First  Capital  Holding 

40.4 

966.8 

(2) 

9,380.5 

(4) 

1.0 

4 

Jefferson-Pilot 

38.4 

283.2 

(13) 

1,085.2 

(13) 

4.1 

5 

UNUM 

38.2 

448.0 

(8) 

1,964.0 

(10) 

4.8 

6 

American  Family 

38.1 

871.0 

(4) 

2,613.0 

(7) 

3.1 

6 

Torchmark 

38.1 

298.6 

(11) 

920.3 

(14) 

6.0 

8 

USLife 

33.0 

594.0 

(6) 

2,198.7 

(9) 

2.1 

9 

Provident  Life  &  Ace 

32.1 

492.5 

(7) 

2,420.6 

(8) 

5.6 

10 

Capital  Holding 

18.5 

286.4 

(12) 

1,852.1 

(11) 

9.0 

11 

NWNL 

16.5 

442.0 

(9) 

2,812.4 

(6) 

3.0 

12 

American  Natl  Ins 

14.6 

147.6 

(15) 

638.0 

(16) 

7.5 

13 

Equitable  of  Iowa 

4.9 

136.2 

(16) 

756.5 

(15) 

4.8 

14 

ICH 

-50.9 

440.4 

(10) 

1,282.2 

(12) 

4.3 

15 

Monarch  Capital 

-62.0 

267.7 

(14) 

3,748.5 

(5) 

1.6 

16 

First  Executive 

-694.1 

822.9 

(5) 

15,111.5 

(1) 

1.1 

Rank  Company     Per  employee  ($000) Employees 

Profits    Sales  (rank)    Assets  (rank)     (000) 


Industry  medians 

32.6 

445.0 

2,309.7 

Insurance-property  &  casualty 

1          Argonaut  Group 

109.4 

745.1 

(1) 

2,401.5 

(1) 

0.8 

2      20th  Century  Inds 

55.6 

450.5 

(2) 

696.5 

(8) 

1.8 

3                      Chubb 

52.7 

429.0 

(3) 

1,239.2 

(3) 

9.9 

4               St  Paul  Cos 

32.2 

329.3 

(6) 

1,003.4 

(5) 

12.2 

5                       Geico 

30.9 

286.8 

(9) 

530.0 

(12) 

6.7 

6  Hartford  Steam  Boiler 

21.2 

151.6 

(14) 

2230 

(15) 

3.7 

7    Berkshire  Hathaway 

19.7 

133.0 

(15) 

533.5 

(11) 

20.0 

8            Ohio  Casualty 

16.2 

316.1 

(7) 

627.9 

(9) 

5.2 

9                Progressive 

15.0 

221.6 

(11) 

433.9 

(13) 

6.2 

10                  Alleghany 

12.5 

250.4 

(10) 

768.7 

(7) 

5.5 

11      Hanover  Insurance 

9.3 

307.2 

(8) 

569.3 

(10) 

5.7 

12  Continental  Corp  9.1  368.1 

13  in  8.2  176.9 

14  USF&G  -45.4  361.4 

15  Fund  American  Cos  -84.1  194.3 

Industry  medians  16.2  307.2 


(4) 

898.5 

(6) 

15.5 

(13) 

421.0 

(14) 

116.5 

(5) 

1,108.4 

(4) 

12.6 

(12) 

2,181.6 

(2) 

1.4 

696.5 

Materials-cement  &  gypsum 


1 

CalMat 

45.8 

238.3 

(1) 

310.3 

(1) 

1.8 

2 

Lafarge 

6.3 

202.3 

(2) 

213.8 

(2) 

7.9 

3 

USG 

-7.1 

150.8 

(3) 

131.9 

(3) 

12.7 

Industry  medians 

6.3 

202.3 

213.8 

Mat 

erials-nonferrous 

metals 

1 

Newmont  Mining 

122.3 

244.1 

(2) 

339.6 

(2) 

2.8 

2 

Phelps  Dodge 

33.3 

192.7 

(8) 

206.7 

(9) 

13.7 

3 

Magma  Copper 

18.5 

176.2 

(10) 

230.5 

(6) 

4.4 

4 

Asarco 

16.3 

241.4 

(3) 

302.8 

(3) 

9.2 

5 

Cyprus  Minerals 

13.2 

221.3 

(5) 

227.5 

(7) 

8.4 

6 

Maxxam 

13.0 

211.7 

(6) 

271.5 

(4) 

11.2 

7 

AMAX 

11.2 

188.4 

(9) 

244.8 

(5) 

20.1 

8 

Homestake  Mining 

9.9 

230.2 

(4) 

516.1 

(1) 

2.1 

9 

Reynolds  Metals 

9.6 

195.5 

(7) 

211.9 

(8) 

30.8 

10 

Engelhard 

9.4 

394.9 

(1) 

177.2 

(11) 

7.5 

11 

Alcoa 

4.6 

168.1 

(li) 

179.2 

(10) 

63.7 

Industry  medians     13.0    211.7 
Materials-other 


230.5 


1 

Vulcan  Materials 

18.1 

166.8 

(3) 

168.7 

(2) 

6.6 

2 

Tyco  Laboratories 

9.1 

184.6 

(1) 

173.2 

(1) 

14.3 

3 

Harsco 

6.7 

163.7 

(4) 

92.2 

(5) 

10.8 

4 

Manville 

6.3 

128.3 

(5) 

159.8 

(3) 

17.5 

5 

Owens-Corning 

4.1 

169.1 

(2) 

98.2 

(4) 

18.4 

6 

Masco 

3.3 

76.9 

(6) 

90.1 

(6) 

41.8 

Industry  medians      6.5     165.3 
Materials-steel 


1 


Lone  Star  Tech      23.1       310.0      (1) 


2  Wheeling  Pittsburgh  14.7  173.2  (5) 

3  Nucor  13.8  271.9  (2) 

4  Allegheny  Ludlum  12.3  193  7  (3) 

5  LTV  1.9  167.5  (7) 

6  Inland  Steel  Inds  -1.0  192.0  (4) 

7  Armco  -8.4  171.0  (6) 

8  Bethlehem  Steel  -15.7  165.5  (8) 

Industry  medians  7.1  182.6 
Retailing-apparel 


129.0 


1,505.5 
250.6 
190.5 
141.6 
177.7 
145.6 
226.0 
148.0 

184.1 


(1) 
(2) 
(4) 
(8) 
(5) 
(7) 
(3) 
(6) 


2.0 

6.3 

5.5 

5.6 

36.7 

20.2 

10.2 

29.6 


1 

Limited 

6.1 

80.2 

(3) 

43.8 

(2) 

65.5 

2 

Gap 

5.9 

78.9 

(4) 

31.7 

(5) 

24.5 

3 

Nordstrom 

4.0 

99.8 

(1) 

65.6 

(1) 

29.0 

4 

Melville 

3.5 

78.9 

(4) 

33.3 

(4) 

110.1 

5 

TJX  Cos 

3.0 

97.9 

(2) 

41.9 

(3) 

25.0 

6 

Brown  Group 

1.1 

63.6 

(6) 

26.6 

(6) 

27.8 

6 

US  Shoe 

1.1 

56.6 

(7) 

25.8 

(7) 

49.0 

Industry  medians 

3.5 

78.9 

33.3 

Reta.   ng-department 

stores 

1 

Dihc'd  Dept  Stores 

5.8 

113.4 

(2) 

94.6 

(2) 

318 

2 

Mercantile  Stores 

5.3 

100.7 

(3) 

68.1 

(4) 

23.5 
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A  natural  byproduct 

of  our  business  strategy 

.  has  been  steady, 

consistent  dividend  growth. 


ALLTEL  Corporation 
offers  exceptional 
opportunities  for 
investors  seeking  security 
and  growth  potential. 
For  example,  we've 
increased  the  dividend  for 
30  consecutive  years  since 
the  company's  founding. 

And  our  five-year 
average  total  annual 
return  of  27% 
outperformed  the  S&P 
and  the  Dow,  as  well  as 
our  peer  group  of  the 
nation's  14  largest 
telecommunications 
companies. 

Thanks  to  a  strategy  of  enhancing  our  core  telephone 
business  while  diversifying  into  high  growth  ?reas  like 
information  services,  cellular  telephone  and  product 
distribution,  the  future  also  looks  bright. 

For  more  information  on  our  thriving  company,  write  or  call 
for  a  copy  of  our  annual  report. 


CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 
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THE  FORBES  SOOs 


Rank  Company 

3  May  Dept  Stores 

4  JC  Penney 

5  Sears,  Roebuck 

6  Carter  Hawley  Hale 


Per  employee  ($000) Employees 

Profits    Sales  (rank)    Assets  (rank)     (000) 


4.3 

2.9 

1.9 
-0.4 


87.2 

83.1 

116.6 

75.8 


(4) 
(5) 
(1) 
(6) 


Industry  medians      3.6      94.0 
Retailing-drug  &  discount 


71.8 

62.6 

200.5 

56.4 

70.0 


(3) 
(5) 
(1) 
(6) 


115.5 

197.0 

480.0 

36.5 


1 

Medco  Containment 

13.0 

368.9 

(2) 

192.0 

(2) 

3.2 

2 

Wal-Mart  Stores 

4.3 

109.5 

(7) 

38.1 

(9) 

299.0 

3 

Longs  Drug  Stores 

4.1 

159.3 

(3) 

42.5 

(6) 

14.7 

4 

Walgreen 

3.7 

129.9 

(4) 

42.4 

(7) 

47.8 

5 

Rite  Aid 

3.4 

112.4 

(6) 

55.8 

(3) 

30.0 

6  Dayton  Hudson  2.6  93.9  (8)  54.3  (4)  157.0 

7  Kmart  2.0  87.6  (9)  37.7  (10)  369.0 

8  Fred  Meyer  1.6  115.8  (5)  42.3  (8)  21.4 

9  Hills  Dept  Stores  -0.2  77.2  (10)  44.6  (5)  28.3 

10  Rose's  Stores  -1.3  70.9  (11)  21.1  (11)  21.5 

11  Ames  Dept  Stores  -292.6  1,137.3  (1)  510.5  (1)  3.3 


Industry  medians 

2.6 

112.4 

42.5 

Retailing-specialty 

1  Sotheby's  Holdings 

2  Tandy 

79.7 
67.5 

288.0 
1,191.8 

(5) 
(2) 

404.3 
900.9 

(3) 
(1) 

1.6 
3.9 

Rank 

Company 

■Per  employee  ($000) — 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

3 

Intelligent  Electron 

45.1 

2,064.4 

(1) 

581.0 

(2) 

0.7 

4 

Price  Co 

9.9 

435.2 

(3) 

116.3 

(5) 

12.9 

5 

Toys  'R'  Us 

8.6 

145.0 

(12) 

94.3 

(6) 

38.0 

6 

Home  Depot 

7.3 

171.5 

(9) 

73.7 

(10) 

22.3 

7 

Jostens 

6.4 

84.6 

(13) 

52.3 

(12) 

9.7 

8 

Blockbuster 

5.7 

52.7 

(15) 

49.8 

(13) 

12.0 

9 

Spiegel 

5.5 

177.6 

(8) 

155.4 

(4) 

11.2 

10 

Costco  Wholesale 

5.2 

411.1 

(4) 

93.3 

(7) 

10.8 

11 

Circuit  City  Stores 

5.1 

165.8 

(10) 

69.9 

(11) 

14.0 

12 

Lowe's  Cos 

4.6 

183.8 

(7) 

78.0 

(8) 

15.4 

13 

Service  Merchandise 

2.8 

160.0 

(11) 

77.0 

(9) 

21.5 

14 

Woolworth 

2.3 

69.9 

(14) 

30.8 

(15) 

140.0 

15 

Waban 

1.4 

189.0 

(6) 

45.5 

(14) 

12.8 

Industry  medians 

5.7 

177.6 

78.0 

Retailing-supermarkets  &  convenience 

1 

Weis  Markets 

5.8 

85.6 

(15) 

46.7 

(6) 

14.9 

2 

Giant  Food 

4.6 

128.3 

(8) 

45.0 

(7) 

26.1 

3 

McDonald's 

4.5 

37.5 

(16) 

60.3 

(1) 

177.0 

4 

Albertson's 

4.1 

145.5 

(2) 

35.6 

(12) 

56.5 

5 

Food  Lion 

3.9 

126.9 

(9) 

35.4 

(13) 

44.0 

6 

Bruno's 

3.4 

131.3 

(7) 

38.8 

(11) 

19.2 

7 

Hannaford  Bros 

2.8 

112.5 

(13) 

41.9 

(10) 

15.0 

Rank 

Company 

-Per  employee  ($000) — 

Employees 

Profits 

Sales  (rank) 

Assets  (rank) 

(000) 

8  Smith's  Food  &  Drug 

2.3 

133.2 

(4) 

58.5 

(2) 

lb.2 

9 

Great  A&P  Tea 

1.6 

119.3 

(11) 

35.2 

(14) 

95.5 

9 

Winn-Dixie  Stores 

1.6 

102.2 

(14) 

17.5 

(16) 

97.5 

11 

Vons  Cos 

1.4 

154.6 

(1) 

49.6 

(4) 

34.5 

12 

American  Stores 

1.1 

132.6 

(5) 

43.3 

(8) 

167.1 

13 

Safeway 

0.8 

132.4 

(6) 

42.2 

(9) 

112.3 

14 

Kroger 

0.5 

119.2 

(12) 

24.2 

(15) 

170.0 

15 

Penn  Traffic 

-1.4 

121.8 

(10) 

51.1 

(3) 

23.5 

16 

Circle  K 

-30.5 

141.0 

(3) 

49.5 

(5) 

26.6 

Industry  medians 

2.0 

127.6 

42.8 

Transport-railroads 

1 

Norfolk  Southern 

17.4 

144.4 

(2) 

329.2 

(1) 

32.0 

2 

Union  Pacific 

12.8 

144.1 

(3) 

270.6 

(3) 

48.3 

3 

Consolidated  Rail 

8.9 

121.4 

(6) 

260.7 

(4) 

27.8 

4 

CSX 

8.1 

159.5 

(1) 

248.9 

(5) 

51.4 

5 

Burlington  Northern 

6.7 

142.1 

(4) 

184.7 

(6) 

32.9 

6 

Santa  Fe  Pacific 

-5.7 

130.3 

(5) 

287.3 

(2) 

17.6 

Industry  medians 

8.5 

143.1 

265.7 

Transport-trucking  &  shipping 

1  Alexander  &  Baldwin 

37.6 

236.1 

(2) 

447.8 

(1) 

3.1 

2 

Roadway  Services 

3.4 

84.3 

(4) 

38.0 

(5) 

35.3 

3 

Yellow  Freight  Sys 

2.3 

79.7 

(5) 

38.6 

(4) 

28.9 

Rank              Company 

Per  employee  ($000) Employees 

Profits    Sales  (rank)    Assets  (rank)    (000) 

4  Consol  Freightways 

5  American  President 

-0.7       102.5      (3)          58.8      (3)        41.1 
-12.2       463.2      (1)        320.2      (2)         4.9 

Industry  medians 

2.3 

102.5 

58.8 

Travel-airlines 

1                    Pittston 

3.1 

124.1 

(6) 

75.1 

(7) 

14.9 

2                        UAL 

1.3 

149.2 

(2) 

108.0 

(4) 

74.0 

3         Federal  Express 

0.2 

95.1 

(8) 

76.2 

(6) 

80.9 

4                       AMR 

-0.4 

126.2 

(5) 

143.7 

(1) 

92.9 

5          Delta  Air  Lines 

-2.6 

144.5 

(3) 

121.6 

(3) 

60.3 

6              USAir  Group 

-8.8 

126.6 

(4) 

126.9 

(2) 

51.8 

7                   Pan  Am 

-17.1 

150.0 

(1) 

88.5 

(5) 

26.1 

8  Continental  Airlines 

-36.1 

95.9 

(7) 

73.4 

(8) 

65.0 

Industry  medians 

-1.5 

126.4 

98.3 

Travel-hotels  &  recreation 

1  Carnival  Cruise  Lines 

15.2 

102.2 

(2) 

197.2 

(1) 

13.6 

2            Circus  Circus 

6.8 

61.3 

(4) 

70.2 

(4) 

11.3 

3                Brunswick 

3.1 

108.2 

(1) 

82.8 

(3) 

22.9 

4            Hilton  Hotels 

2.9 

28.2 

(5) 

50.0 

(5) 

38.5 

5  Bally  Manufacturing 

-2.5 

62.4 

(3) 

94.2 

(2) 

33.0 

Industry  medians 

3.1 

62.4 

82.8 

Cutting  through  the  red  tape 

means  having  your  claims  processed 
quickly,  accurately  and  consistently  on  a 
single  national  claims  processing  system.  It 
means  maintaining  membership  files  and 
claims  history  on  a  central  system.  It  means 
having  one-source  access  to  employee 
utilization  data.  It  means  having  that  data 
customized  and  presented  to  suit  your 
needs.  It  means  working  flexibly  with  all 
aspects  of  national   provider  networks.  It 


means  a  new  integrated  claims 
processing  system  for  Blue  Cross 
and  Blue  Shield  National  PPO  and  Point 
of  Service  Networks.  If  you're  a  large 
employer  with  locations  in  two  or  more 
states,  or  a  benefits  consultant,  you 
can  find  out  what  else  our  Centralized 
Claims  Processing  System  means  to 
you  by  calling 
John  Kibler  at 
1-800-426-2583. 


m 


Blue  Cross. 
Blue  Shield. 


■  iflUMLU 


THE  FORBES  SOOs 


jjl 

1% 

M 

iff 

EL' i^ 

L 

1 

% 

Where  does  a  Forbes  500  company  rank  in  sales? 
Where  in  profits?  In  assets?  Market  value?  This 
alphabetized  table  shows  how  each  of  the  776  firms  fits 
in  the  four  Forbes  500s  rankings. 


Why  does  Forbes  expend  so  many  resources  to  rank  the 
country's  biggest  companies  four  different  ways  when  our 
competitors  use  a  single  criterion,  such  as  sales  or  market 
value?  The  answer,  as  business  people  will  have  guessed,  is 
that  businesses  are  too  complex  to  be  measured  against  a 
single  standard. 

Holding  slavishly  to  one  standard  can  easily  distort  a 
company's  commercial  potency.  Banks  can  be  gigantic  in 
assets  without  having  much  in  market  value  or  profits; 
supermarket  chains  can  have  billions  in  sales  and  scant 
profits  or  market  value;  a  gene-splicing  firm  may  have  a  S5 
billion  market  valuation,  while  in  terms  of  its  sales  and 
employment  it  is  little  more  than  a  startup. 

Consider,  for  example,  Bally  Manufacturing.  Bally  had 
just  over  S2  billion  in  revenues  last  year,  making  it  number 
405  on  the  Sales  500  list.  But  does  that  alone  make  Ballv  a 


large  or  powerful  corporation?  No.  Bally  lost  S83  million 
last  year,  and  Wall  Street  values  the  company  at  just  $152 
million,  which  is  not  large  by  a  long  shot.  Bally's  assets 
total  S3.1  billion.  In  our  opinion,  these  four  different 
perspectives  together  produce  a  much  truer  image  of  Bally 
than  do  sales  taken  alone.  Chiron  Corp.'s  market  value 
tops  SI  billion,  putting  it  489  on  our  market  value  table. 
Its  revenues,  on  the  other  hand,  are  only  $79  million.  This 
growing,  dynamic  medical  diagnostic  products  company 
will  be  ignored  for  years  by  people  who  can  see  companies 
only  in  terms  of  their  sales. 

Of  the  776  companies  qualifying  for  at  least  one  of  the 
four  SOOs  rankings,  273  are  ranked  in  all  four  categories. 
All  776  can  be  found  in  the  report  on  employment,  page 
212,  and  the  report  on  stock  performance,  page  284. 
Rules  and  definitions  are  in  a  prologue,  page  162. 


Where  thpv  •=»»*■  iQQft- 

Company/headquarters 

Sales 
($mil) 

Net 
profits 

Assets 
($mil) 

Market 
value 

Cash 
flow 

Number 
employees 

Sales 

f  f  1 ICI  C    LI  ICj 

Net 

Assets 

Market 

profits 

value 

($mil) 

($mil) 

($mil) 

(thou) 

151 

34 

293 

22 

Abbott  Laboratories/Abbott  Park.  IL 

6.159 

965.8 

5,563 

20.212 

1.321.7 

42.4 

■ 

■ 

■ 

443 

Acuson/Mountain  View.  CA 

283 

47.8 

249 

1.257 

60.2 

1.1 

■ 

■ 

■ 

497 

Adobe  Systems/Mountain  View,  CA 

169 

40.1 

146 

1.079 

51.2 

0.4 

28 

60 

12 

133 

Aetna  Life  &  Cas/Hartford.  CT 

19.021 

614.1 

89,301 

4.900 

764.6 

46.3 

■ 

■ 

493 

■ 

Affiliated  Bkshs  Colo/Denver.  CO 

276 

9.8 

2,738 

146 

17.3 

2.0 

196 

226 

28 

313 

HF  Ahmanson/lrwindale.  CA 

4,778 

191.0 

51,201 

1.971 

295.7 

10.8 

297 

180 

379 

183 

Air  Prods  &  Chems/Allentown.  PA 

2.967 

241.1 

4,030 

3,447 

549.0 

141 

105 

184 

■ 

109 

Albertson's/Boise.  10 

8,219 

233.8 

2,014 

5.606 

356.0 

56.5 

210 

268 

■ 

425 

Alco  Standard/Valley  Forge.  PA 

4,361 

154.3 

1.873 

1,331 

210.3 

18.0 

■ 

■ 

486 

■ 

Alexander  &  Alexander/New  York.  NY 

1,338 

54.9 

2.809 

1,036 

130.2 

16  0 

■ 

345 

■ 

477 

Alexander  &  Baldwin/Honolulu.  HI 

723 

115.2 

1,371 

1.167 

179.2 

3.1 

■ 

494 

363 

■ 

Alleghany/New  York.  NY 

1,377 

68.6 

4.228 

595 

934 

5.5 

■ 

488 

■ 

■ 

Allegheny  Ludlum/Pittsburgh,  PA 

1,085 

68.9 

793 

871 

917 

56 

377 

225 

344 

306 

Allegheny  Power/New  York.  NY 

2,298 

191.4 

4,561 

2,040 

372.2 

5.9 

■ 

434 

■ 

383 

Allergan/lrvine.  CA 

884 

81.4 

947 

1,507 

125.8 

6.6 

56 

94 

175 

162 

Allied-Signal/Momstown,  NJ 

12.343 

462.0 

10,456 

3,839 

922.0 

106.5 

489 

222 

■ 

204 

Alltel/little  Rock,  AR 

1,574 

1928 

2,624 

3,050 

3848 

10.0 

76 

156 

150 

111 

Alcoa/Pittshurgh.  PA 

10.710 

295.2 

11,413 

5.570 

1.012.9 

637 

■ 

■ 

■ 

311 

ALZA  Corp/Palo  Alto.  CA 

99 

247 

531 

1.984 

30.1 

07 

234 

194 

325 

285 

AMAX/New  York.  NY 

3,788 

225.9 

4,920 

2,189 

463.2 

201 

396 

233 

■ 

368 

Amdahl/Sunnyvale,  CA 

2,159 

184.0 

2,327 

1,598 

3321 

85 

128 

88 

199 

160 

Amerada  Hess/New  York,  NY 

6,948 

482.7 

9,057 

3.894 

1,401.5 

96 

104 

63 

120 

58 

American  Brands/Old  Greenwich.  CT 

8,270 

5960 

13,835 

9,216 

8465 

482 

■ 

■ 

321 

■ 

American  Capital/Miami,  FL 

521 

-39.6 

4.964 

4 

-28.5 

1.7 

205 

128 

313 

131 

American  CyanamioVWayne,  NJ 

4,570 

352.8 

5,092 

5,010 

6184 

337 

■Not  on 

500  list. 
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Tenneco: 

on  the  nature 

of  our  business. 


At 
Tenneco, 
we  believe  build- 
ing   our    businesses 
and  meeting  environmental 
needs  can  be  done  in  harmony. 
Clean-burning  natural  gas 
carried  by  our  expanding  pipe- 
line system  meets  demands  for  cleaner 
air.  In  farm  and  construction  equipment,  we 
are  developing  engines  with  reduced  emissions  for 
off-road  diesel  vehicles.  Noise  cancellation  technology 
and  non-asbestos  brakes  are  new  ventures  for  our  automotive 
business.  Our  shipyard  has  led  the  effort  to  remove  a 
potentially  hazardous  substance  from  marine  paints.  Our 
packaging  division  helps  reduce  waste  entering  America's  land 
fills  by  making  products  containing  50  to  100  percent  post-consumer 
fibre  and  offering  alternatives  to  foam  containers.  The  sodium  chlorate 
our  chemical  business  produces  offers  the  pulp  and  paper  industry  an  envi- 
ronmentally sound  chemical  for  bleaching  paper.  And  our  minerals  company  re- 
cently donated  mineral  rights  on  100,000  acres  of  ecologically  important  land  to  The 

Nature 
Conser- 
vancy to 
preserve 
valuable 
national 
resources. 
It  is  all  a 
natural  part  of  Tenneco's  growth.  For  more  information,  call  1-800-345-9027- 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Tenneco  Automotive  •  Newport  News  Shipbuilding 
Packaging  Corporation  of  America  •  Albright  &  Wilson  (chemicals )/Tenneco  Minerals. 
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-Where  they  rank:  1990 

Sales  Net  Assets        Market 


profits 

valu 

187 

85 

116 

121 

20 

133 

5 

41 

329 

341 

220 

340 

208 

68 

« 

145 

■ 

442 

■ 

:-:;, 

131 

25 

291 

28 

Company '- -.v:.  .\~ -. 


American  Electric/Coiunbus.  OH 
American  Express/New  York,  MY 
American  Famiry/Coiumbus,  GA 
American  General/Houston.  IX 
American  Greetings/Cleveland.  OH 
American  Home  Prods. fie*  York,  NY 


Sales 
($mil) 


5.167 
24.332 
2.678 
MH 
1,374 
6.775 


Net 
profits 
(Smil) 

MM 

338.0 
117.2 

*  562.0 

79.3 

1.230.6 


Assets 
(Smil) 


13,90 

137.682 
8.035 

33.808 
1,302 
5.637 


Market 

value 

(Smil) 

5.213 
12.889 
1.803 
4.457 
1.199 
17.705 


75  41  IS             38  Anheuser-Busch  CosSt  Louis  M0 

334  181  176  270  AorvChcan.  I 

163  81  454             78  Apple  Computer/Cupertino.  CA 

101  95  280             91  Archer  Daniels/Decatur.  IL 

■  407  ■              ■  Argonaut  Group/Los  Angeles,  CA 

357  m  \  284  Arida/Shreveport  LA 


10.744 
2.626 
5.741 
8.388 
611 
2.436 


8424 
239.0 
500.6 
459.4 
89.7 
105.9 


9,634 
10.432 
3.157 
6.073 
1.969 
3.714 


14.293 
2.320 
7,389 
6.376 
722 
2,193 


33 

13 

76 

■ 

■ 

■ 

454 

201 

■ 

340 

■ 

■ 

451 

■ 

■ 

257 

220 

■ 

20 
473 
150 
393 


257 

22: 

■ 

262 

321 

269 

478 

170 

405 

■ 

458 

■ 

■ 

■ 

419 

■ 

394 

245 

252 

260 

262 

103 

56 

119 

Atlantic  Richfield/Los  Angeles.  CA 
Autodesk/Sausalito.  CA 
Automatic  Data/Roseiand.  NJ 
Avery  Dennison/Pasadena,  CA 
Avnet/Great  Neck,  MY 
Avon  Products/New  York,  NY 

Baker  Hughes/Houston.  TX 
Bally  Manufacturing/Chicago.  IL 
Baltimore  Bancorp/Baltimore.  M0 
Baltimore  G&E/Baltimore.  MD 
Banc  OneXclumbus.  OH 


238 
1.736 
2.590 
1,756 
3.454 

2.719 
2.061 
351 
2.159 
3.406 


1.688.0 

568 

219.7 

5.9 

56.7 

1953 

1531 
-834 
3.9 
175.4 
423.4 


23.864 
265 
1,511 
1.890 
1.175 
2.059 

2.906 
3.109 
3.523 
6.710 
30.336 


21.196 
1.178 
4.221 
1.472 
1.018 
2.391 

3.696 

152 

88 

2,403 

5.302 


Cash        Number 
flow       employees 
(Smil)        (thou) 


1,010.7 
941.0 
117.2 
680.0 
121.5 

1.410.4 


1,338.1 
311.9 
702.6 
713.8 
109.5 
271.1 


3.710.0 
70.3 

335.0 
96.0 
834 

257.8 

2893 

688 

12.0 

355.2 

4979 


22.7 
1072 
3.1 
12.4 
20.6 
50.5 


38 

17 

22 

24 

American  Intl  Group/New  York,  NY 

15.702 

1.442.3 

58,143 

19227 

1.645.3 

33.3 

349 

■ 

422 

■ 

American  Medical/Dallas.  TX 

2,507 

-35.7 

3,500 

282 

120.4 

35.8 

■ 

358 

335 

■ 

American  Natl  Ins'Galveston.  TX 

1.100 

108.7 

4.754 

880 

121.0 

7.5 

225 

322 

482 

411 

American  Petrofina/Dallas.  TX 

3,978 

125.5 

2.846 

1.373 

305.3 

3.8 

380 

■ 

■ 

■ 

American  President/Oakland.  CA 

2270 

-59.6 

1,569 

377 

52.8 

4.9 

■ 

■ 

381 

■ 

American  Savings/While  Plains.  NY 

371 

-78.9 

4.012 

10 

-69.4 

1.1 

21 

236 

239 

212 

American  Stores/Salt  Lake  City,  UT 

22.156 

182.4 

7,245 

2.932 

562.7 

167.1 

13 

5 

35 

9 

American  Tel  &  Tel/New  York,  NY 

37285 

2,735.0 

43.775 

35.923 

6,131.0 

278.6 

77 

24 

86 

27 

Ameritech/Chicago.  IL 

10.663 

1253.8 

21.715 

17.810 

3,078.6 

76.6 

■ 

■ 

158 

■ 

AmeritrustXleveland.  OH 

1281 

-96.4 

11.011 

463 

-96.4 

6.1 

236 

a 

■ 

■ 

Ames  Dept  Stores/Rocky  Hill.  CT 

3.753 

-965.6 

1,685 

M 

-8772 

3.3 

■ 

■ 

■ 

137 

Amgen/Thousand  Oaks.  CA 

299 

3.9 

444 

4.809 

20.0 

0.6 

17 

9 

52 

14 

Amoco/Chicago  1 

28.010 

1,913.0 

32.209 

27.232 

4.326.0 

54.1 

286 

161 

476 

113 

AMP/Wamsburg.  PA 

3.044 

287.1 

2.929 

5.497 

5MJ 

24.6 

63 

■ 

125 

181 

AMR/DfW  Airport,  TX 

11.720 

-39.6 

13.354 

3.468 

639.6 

92.9 

■ 

451 

210 

■ 

AmSouth  Bancorp/Birmingham.  AL 

8% 

76.7 

8.706 

574 

89.4 

5.1 

■ 

■ 

■ 

376 

Anadarko  Petroleum/Houston.  TX 

388 

552 

1.647 

1.567 

186.8 

0.8 

■ 

■ 

206 

■ 

Anchor  Bancorp  'Hewlett  NY 

923 

-134.6 

8.771 

31 

-1152 

2.0 

46.0 

9.0 

14.5 

11.0 

0.8 

6.8 


455 

■ 

■ 

■ 

Armco/Parsippany  NJ 

1.735 

-85.2 

2.294 

442 

-45.0 

10.2 

344 

302 

■ 

■ 

Armstrong  World  Inds/Lancaster.  PA 

2.531 

133.0 

2.146 

1.006 

263.1 

25.2 

'-■:■. 

■ 

■ 

■ 

Arvm  Industries/Columbus,  II 

1.687 

34.3 

1.193 

433 

95.0 

17.8 

386 

277 

490 

472 

Asarco-Ttew  York.  NY 

2.209 

149.1 

2.771 

1.180 

2242 

9.2 

97 

276 

320 

336 

Ashland  Oil/Ashland.  KY 

8.731 

1493 

5.004 

1.824 

418.9 

35.6 

■ 

490 

■ 

■ 

Atlantic  EnergyWeasantville,  NJ 

717 

689 

2.006 

813 

131.0 

2.0 

27.0 

1.0 

200 

190 

80 
298 

215 

33  0 

11 

9.2 

186 
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Chrysler  Mnivans: 

First 
WthAMravanAirBag. 

Erst 
In  Owner  Loyalty 

First 

In  PDweitrain^arranty 


GLEARLYTHE  FIRST  MINIVANS 
ARE  STILLTHE  FIRST  MINIVANS. 

Dodge  Caravan  and  Plymouth  Voyager.  They're  the  first  and  only  minivans  with  a  driver's  minivan  air 
bag*  They  have  greater  owner  loyalty  than  any  minivans  t  (on  average,  62%  of  the  people  who  buy  one,  buy 
anotheV).  They  come  with  the  longest  engine  and  powertrain  warranty  in  the  business:  7  years  or  70,000 
miles**  And  against  all  competition,  domestic  or  imported,  Dodge  Caravan  is  ranked  highest  in  customer 
satisfactiontt  Ready  for  a  minivan?  Think  of  us  first.  The  competition  does. 

S  Advantage:  Dodge  S  Advantage:  Plymouth 

'Available  driver's  minivan  air  bag  fully  effective  only  when  used  with  seat  belt.  Comparison  of  minivans  with  a  sufficient  sales  history.   ' '  See  limited  warranty  and  its  restrictions 
at  dealers    ++J.D.  Power  and  Associates  1990  Light  Duty  Truck  Customer  Satisfaction  with  Product  Quality  and  Dealer  ServiceSM 


THE  FORBES  500s 


Sales 


■ 

169 

178 

■ 
57 

111 


270 

■ 
108 


-Where  they  rank:  1990- 
Net  Assets 

profits 


391 
443 

■ 

145 
■ 
38 


164 
■ 
49 
34 

310 
7 


Market 
value 

• 
450 

a 
338 

■ 

81 


Company/headquarters 


Bancorp  Hawaii/Honolulu,  HI 
Bandag/Muscatine,  IA 
Bank  of  Boston/Boston,  MA 
Bank  of  New  York/New  York,  NY 
Bank  South/Atlanta,  GA 
BankAmerica/San  Francisco,  CA 


55 

20 

186 

Bankers  Trust  NY/New  York,  NY 

■ 

203 

■ 

BanPonce/San  Juan,  PR 

■ 

■ 

447 

CR  Bard/Murray  Hill,  NJ 

374 

51 

419 

Barnett  Banks/Jacksonville,  FL 

308 

■ 

266 

Bausch  &  Lomb/Rochester  NY 

■ 

213 

60 

Baxter  1  nter nationa l/Deerf iel d ,  IL 

363 

403 

58 

42 
452 
203 
331 
191 

■ 

402 

■ 

407 
■ 
193 


■  483  ■  Bay  View  Capital/San  Mateo,  CA 

■  182  ■  Bay  Banks/Boston,  MA 

■  312  ■  BB&T  Financial/Wilson,  NC 
369              43  420  Bear  Stearns  Cos/New  York,  NY 

232  ■  221  Becton  Dickinson/Franklin  Lakes,  NJ 

21  62  23  Bell  Atlantic/Philadelphia,  PA 

14  57  17  BellSouth/Atlanta,  GA 

287  194  478  Beneficial  Corp/Wilmington,  DE 

■  ■  499  Bergen  Brunswig/Orange,  CA 
110  167             59  Berkshire  Hathaway/Omaha,  NE 

■  356  500  Bethlehem  Steel/Bethlehem,  PA 

■  ■  400  Betz  Laboratories/Trevose,  PA 

■  ■  ■  Beverly  Enterprises/Fort  Smith,  AR 
89  ■  363  BHC  Commun/New  York,  NY 

■  ■  ■  Bindley  Western  Inds/lndianapolis,  IN 

■  ■  375  Biomet/Warsaw,  IN 

■  284  ■  Black  &  Decker/Towson,  MD 
338  ■  233  H&R  Block/Kansas  City,  M0 


■ 

492 

■ 

329 

Blockbuster/Fort  Lauderdale,  FL 

500 

301 

100 

429 

Boatmen's  Bancshares/St  Louis,  MO 

18 

18 

113 

32 

Boeing/Seattle,  WA 

217 

457 

331 

■ 

Boise  Cascade/Boise,  ID 

121 

123 

305 

128 

Borden/New  York,  NY 

■ 

441 

468 

■ 

Boston  Edison/Boston,  MA 

415 
11 
■ 
289 


449 
283 

345 

351 
200 
432 
461 


478 
200 
192 
470 


■ 

197 

178 


414 


279 
269 


■  Bowater/Darien,  CT 

7  Bristol-Myers  Squibb/New  York,  NY 

■  Broad/Los  Angeles,  CA 

291  Brown-Forman/Louisville,  KY 

■  Brown  Group/St  Louis,  M0 

157  Browning-Ferris  Inds/Houston,  TX 

386  Bruno's/Birmingham,  AL 

461  Brunswick/Skokie,  IL 

283  Burlington  Northern/Fort  Worth,  TX 

123  Burlington  Resources/Seattle,  WA 

■  Cabot/Waitham,  MA 


Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 

value 

($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

954 

95.7 

10,699 

983 

111.3 

3.9 

586 

78.8 

392 

1,244 

100.4 

2.4 

5,598 

-438.2 

'  32,529 

495 

-336.8 

18.1 

5,333  • 

308.3 

45,390 

1,821 

456.9 

14.4 

583 

-2.4 

5,184 

241 

12.4 

3.0 

12,323 

877.0 

110,728 

7,201 

1,150.0 

55.6 

7,919 

665.0 

63,596 

3,389 

765.0 

13.6 

637 

63.4 

8,984 

509 

63.4 

7.0 

785 

40.3 

613 

1,253 

67.8 

8.5 

3,296 

101.2 

32,214 

1,361 

211.1 

18.2 

1,369 

131.4 

1,677 

2,353 

194.5 

12.8 

8,100 

40.0 

8,517 

9,071 

423.0 

64.7 

296 

7.1 

2,843 

127 

8.7 

0.4 

1,097 

-S9.8 

10,082 

264 

-45.3 

5.7 

561 

53.6 

5,159 

392 

61.1 

3.1 

2,376 

103.0 

34,951 

1,360 

103.0 

5.8 

2,066 

184.0 

2,615 

2,830 

326.1 

18.7 

12.298 

1,312.5 

27,999 

19,660 

3,689.7 

80.4 

14,345 

1,631.5 

30,207 

25,545 

4,532.4 

101.6 

1,756 

143.8 

9,260 

1.163 

178.2 

7.5 

4,610 

66.4 

1,394 

1,074 

77.3 

3.8 

2,659 

394.9 

10,670 

9,082 

429.0 

20.0 

4,899 

-463.5 

4,382 

1,072 

-157.8 

29.6 

597 

65.5 

427 

1,426 

95.3 

3.6 

2,113 

12.9 

1,623 

742 

80.2 

94.0 

278 

481.2 

1,873 

1,612 

620.7 

0.9 

2,042 

6.7 

329 

96 

9.9 

0.4 

194 

36.9 

193 

1,567 

430 

1.1 

4,832 

51.1 

5.890 

832 

261.2 

41.0 

1,101 

117.6 

675 

2,680 

151.0 

3.5 

633 

68.7 

597 

1.846 

192.8 

12.0 

1,515 

135.2 

17,469 

1,320 

169.3 

8.4 

27,595 
4,186 

1,385.0 
75.3 

14,591 
4,785 

16,409 
944 

2,063.0 
288.2 

161.7 
19.7 

7,633 
1,259 

363.6 
79.6 

5,284 
3,012 

5,081 
780 

560.9 
225.9 

46.3 
4.7 

1,380 

87.4 

2,298 

856 

204.9 

5.1 

10,300 

1,748.0 

9,215 

40,009 

1,992.0 

53.5 

869 

39.8 

10,344 

297 

39.8 

1.0 

1,074 
1,764 
3,054 

142.7 
31.8 

-50.4 

1,030 

737 

3,563 

2,142 

468 

3,957 

175.8 

60.4 

265.4 

5.5 
27.8 
25.4 

2,521 
2,478 

65.0 
70.9 

744 
1,895 

1,490 
1,214 

1034 
216.5 

19.2 
22.9 

4,674 

222.0 

6,075 

2,200 

568.0 

32.9 

1,871 

228.9 

6.360 

5,191 

508.7 

5.1 

1,714 

71.9 

1,837 

872 

163.7 

5.8 

242 
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janadian  Pacific  is  one  of  the  biggest  participants  in  the  vital 
Canadian  forest  industry.  In  fact,  our  subsidiary,  Canadian  Pacific 
orest  Products,  is  among  the  world's  largest  integrated  forest 
roducts  companies,  and  one  of  the  largest  producers  of  news- 
rint  and  pulp. 

he  company  also  has  strong  market  positions  in  paperboard  and 
ackaging,  white  paper,  tissue  products  and  lumber.  Its  major 
markets  are  in  the  United  States  and  Canada,  but  it  also  exports 
to  customers  in  more  than  40  countries  around  the  world. 


In  addition,  recycled  content  newsprint  facilities  scheduled  to 
come  on  line  in  1991  will  put  us  in  the  forefront  of  this  rapidly 
developing  market. 

Forest  Products— just  one  of  the  valuable  assets  that  makes 
Canadian  Pacific  Limited  a  name  worth  remembering. 


Transportation  and  Waste  Services  •  Energy  •  Forest  Products  •  Real  Estate  and  Hotels  •  Telecommunications  and  Manufacturing 


Canadian  Pacific  Limited 


Wherever  your  busines: 
the  Gulfstream  IVcan  tafe 


Some  people  seem  to  believe  that  as  you  go 

< 
* 

As  a  business  jet  gets  bigger,  as  its  flight 

up  the  ladder  in  business  jets,  you  run  out  of 

management  and  aircraft  systems  get  more 

things  the  airplane  can  do. 

advanced,  as  its  engines  become  more  akin  to 

The  way  they  see  it,  by  the  time  you  get  to 

those  that  power  airliners,  and  the  wider  its 

the  Gulfstream  IV,  which  is  at  the  very  top, 

performance  envelope  becomes,  the  more  it 

the  only  thing  it  is  good  for  is  to  fly  the  long 

can  do. 

intercontinental  missions. 

That  certainly  is  the  case  with  the 

Exactly  the  opposite  is  true,  of  course. 

Gulfstream  IV. 

^^■^M*^^^H 

H^B^  ^^ 

^~~^-^^H 

^^^—^3         HU.               ■■  i r 

i^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^H^HIH^HI^^^^^^H^^^^Pv   ^^k_^^^^^^^Bflfl 

©Gulfstream  Aerospace  Corporation,  PO.  Box  2206,  Savannah, Georgia  31402  U.S.A. 


akes  you, 
du  there. 


A  well-managed  Gulf  stream  IV  can 
become  a  unique  asset  in  a  corporate  aircraft 
operation.  In  fact,  it  is  perfectly  plausible  to 
expect  this  one  amazing  machine  to  do  as 
much  as  two  lesser  aircraft,  and  perhaps 
I  even  more. 

There  is  no  question  about  its  long-range 
prowess.  The  Gulf  stream  IV  has  the  endur- 
ance and  speed  to  fly  nearly  5,000  statute 
miles  non-stop  in  about  9.5  hours;  the  reliabil- 
ity of  its  engines  and  systems  helps  make  every 
hour  pass  placidly;  and  a  big,  roomy  cabin 
makes  every  mile  go  by  comfortably. 

It  brings  these  same  capabilities  to  shorter 
trips  and,  in  the  right  hands,  does  it  with  sur- 
prising efficiencies  and  cost-effectiveness.  In  a 
survey  of  Gulf  stream  IV  operators  by  a  major 
aviation  publication*  most  reported  that 
"they  have foundthe  GulfstreamFVto  be  eco- 
nomically practical  for  trips  ranginganywhere 
from  one  hour  to  9. 50  hours  in  duration. . . ". 

Its  size  is  a  plus  in  helping  achieve  optimum 
utilization.  The  Gulf  stream  IV  can  take  more 
passengers  farther  faster  than  any  other  busi- 
ness aircraft.  (And,  in  our  experience,  people 
seldom  pass  up  the  opportunity  to  ride  in  it 
and  pilots  always  want  to  fly  one.) 

Despite  its  size,  the  Gulfstream  IV  can  get 
into  and  out  of  hundreds  of  airports  where 
you  normally  find  only  smaller  jets.  And  that's 
not  simply  because  of  its  sparkling  perform- 
ance, but  because  it  is  also  a  good  neighbor. 

Few  airports  are  more  noise-sensitive  than 
Washington's  National  Airport;  the  FAA  says 
the  Gulfstream  IV,  with  its  Rolls-Royce  Tay 


engines,  is  quiet  enough  to  come  and  go  there 
anytime,  day  or  night.  (It  all  suggests  you  can 
plan  on  going  almost  anywhere  you  want  to 
go-which  is  the  fundamental  reason  to  oper- 
ate any  business  jet.) 

In  short,  the  Gulfstream  IV  has  an 
uncommon  versatility  that  makes  it  uncom- 
monly productive. 

We  can  show  you  why  and  how  this  hap- 
pens on  an  actual  business  trip  you  and  your 
key  executives  have  to  take  somewhere  at 
home  or  abroad. 

If  you  need  to  go  5,000  miles  non-stop,  fine. 

If  you  need  to  go  where  airline  service  is 
impractical  or  impossible,  we  can  show  you 
how  easy  the  Gulfstream  IV  makes  it  to  get 
to,  not  merely  one  place  but  several,  and  have 
you  home  again  in  a  single  day. 

If  we  can  have  the  time  to  show  you  how  the 
Gulfstream  IV  does  both,  so  much  the  better. 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in  its 
proper  perspective. 

The  person  who's  ready  to  see  that  you  get 
that  chance  is  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing.   ^=^\\ 

Call  him  at  (912)  964-3292.  wll 

Cunstream 
Aerospace 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


Gulfstream  Marketing  Regional  U.S.  Offices  are  Northeast  (203)  677-7666;  Midwest  (312)  571-6606; 
Mid-Atlantic/Southeast  (912)  964-3283;  Southwest  (713)  782-6782;  and  Western  (213)  420-5059. 
""Gulfstream  IV  Operators  Survey,"  Business  &  Commercial  Aviation,  August  1989. 
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Where  they  rank:  1990- 

Sales  Net  Assets 

profits 


393 

■ 

72 

■ 

436 

■ 

143 

■ 

360 

179 

191 

27 

175 

91 

255 

342 

254 

103 

Market 
value 

■ 

■ 

51 
251 

73 
295 


■ 

212 

■ 

242 

336 

166 

233 

164 

313 

■ 

■ 

■ 

290 

329 

■ 

292 

66 

206 

141 

134 

488 

■ 

■ 

■ 

271 


366 
379 
317 


352 

■ 

■ 

173 

■ 

125 


339 

■ 

418 

142 

■ 

198 


278 
457 
237 
235 

■ 
151 


■ 

■ 

326 

■ 

■ 

■ 

275 

■ 

190 

199 

215 

259 

44 

■ 

9 

333 

109 

158 

16 

408 

11 

7 

42 

13 

213 

■ 
16 
214 
32 


397 

■ 
495 

77 
136 
405 


32 
136 

19 


357 
489 
197 
110 
189 
389 


■ 

314 

■ 

378 

■ 

183 

372 

358 

237 

■ 

■ 

■ 

373 

472 

■ 

■ 

■ 

453 

■ 

350 

■ 

■ 

290 

■ 

12 

141 

1 

139 

388 


497 
364 

■ 
322 


399 


492 

293 

■ 

293 

295 

■ 

224 

256 

■ 

■ 

180 

■ 

91 

196 

196 

187 

81 

20 

193 

8 

220 

399 

318 

298 

Company/headquarters 

Sales 

($mil) 

Net 
profits 
($mil) 

Assets 

($mil) 

Market 
value 
($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

CalFed/los  Angeles,  CA 

2,164 

-256.9 

24,509 

185 

-190.2 

5.3 

CalMat/Los  Angeles,  CA 

421 

80.8 

548 

524 

119.1 

1.8 

Campbell  Soup/Camden,  NJ 

6,325 

,56.6 

4,281 

10,254 

268.4 

52.7 

C&S/Sovran/Atlanta,  GA 

5,310' 

229.0 

51,237 

2,517 

388.7 

30.1 

Capital  Cities/ABC/New  York,  NY 

5,386 

477.8 

6,696 

7,848 

637.4 

20.0 

Capital  Holding/Louisville,  KY 

2,577 

166.2 

16,669 

2,111 

184.7 

9.0 

Carnival  Cruise  Lines/Miami,  FL 

1,391 

206.2 

2,684 

2,610 

296.1 

13.6 

Carolina  Power  &  Lt/Raleigh,  NC 

2,617 

280.4 

7,519 

3,797 

715.5 

8.1 

Carter  Hawley  Hale/Los  Angeles,  CA 

2,765 

-14.8 

2,059 

65 

34.3 

36.5 

Castle  &  Cooke/Los  Angeles,  CA 

3,003 

120.5 

2,370 

2,141 

190.5 

48.0 

Caterpillar/Peoria,  IL 

11,436 

210.0 

11,951 

4,869 

743.0 

59.7 

CBI  Industries/Oak  Brook.  IL 

1,576 

55.1 

1,432 

990 

132.3 

12.5 

CBS/New  York,  NY 

3,261 

111.5 

4,692 

2,238 

170.2 

6.7 

Cellular  Communications/New  York,  NY 

114 

25.5 

426 

1,222 

56.5 

0.7 

Centel/Chicago,  IL 

1,149 

64.6 

3,543 

2,649 

262.2 

12.4 

Centerior  Energy/Cleveland,  OH 

2,368 

264.5 

11,894 

2,664 

516.1 

8.8 

Centex/Dallas,  TX 

2,289 

55.0 

2,112 

506 

68.6 

4.9 

Central  &  So  West/Dallas,  TX 

2,744 

356.0 

9,074 

4,211 

673.0 

8.4 

Central  Bancshares/Birmingham,  AL 

513 

48.9 

4,915 

363 

62.0 

2.5 

Central  Fidelity  Bks/Richmond,  VA 

605 

55.8 

6,173 

401 

68.5 

3.2 

Champion  Intl/Stamford,  CT 

5,090 

222.6 

8,351 

2,406 

545.8 

29.1 

Chase  Manhattan/New  York,  NY 

13,672 

-334.0 

98,064 

1,828 

-91.0 

40.5 

Chemical  Banking/New  York,  NY 

7,987 

291.2 

73,019 

1,390 

527.2 

27.9 

Chevron/San  Francisco,  CA 

38,607 

2,157.0 

35,089 

27,367 

4,928.0 

54.5 

Chiquita  Brands  Intl/Cincinnati,  OH 

4,273 

93.9 

2,174 

1,681 

150.1 

45.0 

Chiron/Emeryville,  CA 

79 

4.0 

265 

1,109 

9.2 

0.6 

Chrysler/Highland  Park,  Ml 

30,620 

68.0 

46,369 

3,197 

1,466.0 

109.9 

Chubb/Warren,  NJ 

4,247 

522.1 

12,268 

5,590 

548.9 

9.9 

Cigna/Philadelphia,  PA 

18,164 

330.0 

63,691 

3.343 

330.0 

50.6 

Cincinnati  Bell/Cincinnati.  OH 

1,013 

91.0 

1,645 

1,478 

197.6 

11.4 

Cincinnati  Financial/Cincinnati,  OH 

1,049 

129.0 

2,590 

1,552 

134.0 

1.7 

Cincinnati  G&E/Cincinnati,  OH 

1,438 

234.7 

4,156 

1,680 

328.5 

5.3 

Circle  K/Phoenix,  AZ 

3,751 

-811.3 

1,318 

45 

-702.0 

26.6 

Circuit  City  Stores/Richmond,  VA 

2,329 

71.4 

982 

757 

98.9 

11.8 

Circus  Circus/Las  Vegas,  NV 

692 

76.3 

792 

1,719 

118.7 

11.3 

Citadel  Holding/Glendale,  CA 

531 

23.3 

5,698 

109 

30.9 

0.8 

Citicorp/New  York,  NY 

38,385 

318.0 

216,986 

4,711 

1,086.0 

93.5 

Citizens  First  Bncp/Glen  Rock,  NJ 

270 

-79.5 

2,708 

74 

-75.0 

1.0 

Citizens  Savings/Miami,  FL 

395 

3.9 

4,228 

28 

10.2 

0.9 

Citizens  Utilities/Stamford,  CT 

363 

96.5 

1,251 

1,438 

130.8 

1.7 

City  National/Beverly  Hills,  CA 

501 

44.0 

4,956 

462 

52.0 

2.3 

Clorox/Oakland,  CA 

1,558 

140.5 

1,547 

2,134 

206.1 

5.4 

CMS  Energy/Dearborn,  Ml 

2,977 

-493.6 

7,921 

2,443 

-214.6 

9.6 

Coast  Savings  Finl/Los  Angeles,  CA 

1,076 

-62.9 

10,217 

59 

-51.5 

2.0 

Coastal  Corp/Houston,  TX 

9,381 

225.6 

9,230 

3,380 

535.0 

13.5 

Coca-Cola/Atlanta,  GA 

10,236 

1.381.9 

9,278 

36,085 

1,625.8 

22.5 

Coca-Cola  Enterprises/Atlanta,  GA 

4,034 

93.4 

5,021 

2,096 

329.0 

20.0 

■Not  on  500  list. 
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BUSINESS! 

INS  WITH 


'   *        • 


• 


■ 

Sap*-- 


In  the  race  for  profit,  Iowa  quality 
gives  business  the  winning  margin. 

Iowa  winners,  including  Amana, 
Maytag  and  Pella/Rolscreen,  credit 
their  success  to  Iowa's  quality  work 
force  —  the  third  most  productive 
in  the  nation,  according  to  the 
U.S.  Department  of  Commerce. 

Productivity  begins  in  the 
classroom.  And,  in  Iowa,  public 
education  is  synonymous  with 
Iowa  quality.  Iowa  sets  the  pace 
with  93%  of  the  state's  schools 
running  ahead  of  the  national 
average  in  scholastic  achievement. 

Iowa  quality  continues  after  the 
race  is  won,  with  an  easy-living 
lifestyle,  renowned  for  uncongested 
cities  and  a  crime  rate  that  runs  62% 
behind  the  national  average. 

For  free,  confidential  site- 
selection  information,  call  Bob 
Henningsen  at  the  Iowa  Department 
of  Economic  Development: 
800-245-IOWA.  Or,  write  to 
200  East  Grand  Avenue,  Des  Moines, 
Iowa  50309. 
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-Where  they  rank:  1990- 

Company/headquarters 

Sales 

Net 

Assets 

Market 

Cash 

Number 

Sales 

Net          Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

employees 

profits 

value 

130 

($mil) 

($mil) 

($mil) 

(thou) 

167 

139             371 

Colgate-Palmolive/New  York,  NY 

5,691 

321.0 

4,158 

5,033 

447.3 

24.8 

■ 

■              460 

H 

Colorado  Natl  Bkshs/Denver,  CO 

406 

2.9 

•  3,094 

162 

15.1 

2.8 

369 

366             274 

276 

Columbia  Gas  System/Wilmington,  DE 

2,358 

104.7 

6,196 

2,240 

353.5 

10.8 

■ 

■               ■ 

341 

Comcast/Philadelphia,  PA 

657 

-178.4 

2,457 

1,798 

-17.2 

3.1 

410 

430             328 

■ 

Comdisco/Rosemont,  IL 

2,015 

83.0 

4,868 

960 

875.0 

1.9 

■ 

316             127 

■ 

Comerica/Detroit,  Ml 

1,324 

128.5 

13,300 

959 

159.4 

6.7 

■ 

■ 

253 

■ 

Commerce  Bcshs/Kansas  City,  MO 

598 

57.5 

6,709 

458 

75.7 

3.7 

■ 

■ 

300 

■ 

Commercial  Federal/Omaha,  NE 

534 

1.3 

5,476 

25 

19.7 

1.0 

181 

317 

89 

65 

Commonwealth  Ed/Chicago,  IL 

5,262 

128.3 

20,496 

8,492 

1,073.8 

18.4 

■ 

428 

■ 

359 

Community  Psych/Laguna  Hills,  CA 

371 

83.2 

552 

1,679 

95.2 

5.9 

250 

98 

496 

127 

Compaq  Computer/Houston,  TX 

3,599 

454.9 

2,718 

5,134 

590.2 

10.3 

■ 

258 

■ 

384 

Computer  Associates/Garden  City,  NY 

1,311 

162.0 

.     1,596 

1,504 

275.3 

6.6 

470 
30 


164 
216 

323 

■ 

265 

147 

281 

165 

465 
148 
435 
341 
299 
209 


406 
280 

106 

■ 

256 

434 

184 


496  ■  ■  Computer  Sciences/El  Segundo,  CA 

162  187  97  ConAgra/Omaha,  NE 

■  ■  407  Conner  Peripherals/San  Jose,  CA 

■  217  ■  Conseco/Carmel,  IN 

65  165  105  Consolidated  Edison/New  York,  NY 

■  ■  ■  Consol  Freightways/Menlo  Park,  CA 

256  319  176  Consol  Natural  Gas/Pittsburgh,  PA 

290  ■  369  Consolidated  Papers/Wisconsin  Rapids, 
178  238  319  Consolidated  Rail/Philadelphia,  PA 

■  332  ■  Continental  Airlinesl/Houston,  TX 
460              64  ■  Continental  Bank/Chicago,  IL 

291  117  391  Continental  Corp/New  York,  NY 

■  ■  ■  Control  Data/Minneapolis,  MN 
124  240  117  Cooper  Industries/Houston,  TX 

■  ■  ■  Adolph  Coors/Golden,  CO 

347              80  325  CoreStates  Financial/Philadelphia,  PA 

160  421  112  Corning/Corning,  NY 

■  ■  263  Costco  Wholesale/Kirkland,  WA 

94  CPC  International/Englewood  Cliffs,  NJ 

■  Cray  Research/Eagan,  MN 

■  Crestar  Financial/Richmond,  VA 

■  CrossLand  Savings  FSB/Brooklyn,  NY 

■  ■  ■  Crown  Central  Pet/Baltimore,  MD 
360  ■  344  Crown  Cork  &  Seal/Philadelphia,  PA 

104  131  175  CSX/Richmond,  VA 

■  445  ■  Cullen/Frost  Bankers/San  Antonio,  TX 

■  ■  ■  Cummins  Engine/Columbus,  IN 
353  ■  ■  Cyprus  Minerals/Englewood,  CO 
456  349  480  Dana/loledo,  OH 

■  424  ■  Dauphin  Deposit/Harrisburg,  PA 


161 

116 

350 

■ 

350 

■ 

■ 

■ 

143 

■ 

■ 

154 

40 

106 

212 

138 

Dayton  Hudson/Minneapolis, 

399 

■ 

■ 

462 

Dean  Foods/Franklin  Park,  IL 

118 

159 

162 

163 

Deere  &  Co/Moline,  IL 

98 

■ 

236 

210 

Delta  Air  Lines/Atlanta,  GA 

■ 

250 

■ 

196 

Deluxe/St  Paul,  MN 

1,679 
18,696 
1,338 
758 
5,739 
4,209 

2,715 
949 
3,372 
6,231 
3,070 
5,706 

1,691 
6,222 
1,863 
2,584 
2,941 
4,420 

5,781 
804 
1,264 
1,119 
2,060 
3,072 

8,205 
323 
3,462 
1,866 
5,225 
335 

14,739 
2,146 
7,678 
8,707 
1,414 


68.0 

285.3 

13.1 

42.1 

571.5 

-28.0 

163.8 
142.5 
247.0 
-2,343.9 
74.6 
141.1 

2.7 
361.4 

38.9 
114.0 
289.1 

56.1 

373.9 
113.0 

61.1 
-421.1 

26.0 
107.1 

416.0 

-8.2 

-165.1 

111.0 

75.6 

45.4 

410.0 

66.9 

289.5 

-154.0 

172.2 


952 
9,564 

880 
8,270 

10,686 
2,412 

5,006 
1,192 
7,245 
4,773 
27,143 
13,927 

1,424 
7,168 
1,746 
23,520 
3,512 
1,003 

4,490 

944 

11,881 

11,178 

688 

2,596 

12,804 
3,255 
2,086 
1,919 
4,513 
3,489 

8,524 

871 

10,941 

7,327 

924 


961 
6,085 
1,391 

246 
5,736 

525 

3,518 
1,592 
1,895 
140 
553 
1,476 

510 
5,321 

893 
1,874 
5,534 
2,389 

6,195 

996 

516 

10 

299 

1,780 

3,587 

69 

517 

793 

1,154 
425 

4,799 
1,206 
3,824 
2,966 
3,221 


107.4 

455.6 

47.0 

42.1 

914.3 
142.8 

445.6 
199.0 
549.0 
,934.2 
99.0 
192.0 

96.5 
599.9 
169.3 
194.8 
500.3 

76.7 

611.3 
282.5 

98.8 
-392.2 

57.6 
209.1 

889.0 
0.0 
-21.7 
310.9 
269.2 
49.6 

779.0 
108.9 
498.0 

334.1 
246.2 


20.6 
75.0 
7.4 
0.7 
19.6 
41.1 

7.5 

4.7 

27.8 

65.0 

6.2 

15.5 

16.3 
57.8 
10.7 
13.1 
28.1 
10.8 

34.2 
4.8 
6.0 
3.2 
5.2 

16.0 

51.4 
1.8 

25.0 
8.4 

37.0 
1.7 

157.0 

8.2 

38.7 

60.3 

17.1 


•Not  on  500  list.    1  Formerly  Texas  Air. 
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1 

hi 

Power 
is  being 
restored. 


You  say  the  juice  just  isn't  there 
when  you  step  on  the  gas? 
Well,  before  that  power  shortage 
turns  to  a  complete  power 
outage,  take  your  CM  car  or 
truck  to  your  CM  dealer  for  a 
Mr.  Coodwrench  Tune-Up. 

Mr.  Coodwrench  has  the  CM 
diagnostic  equipment  and  CM 
factory  training  it  takes  to 
pinpoint  problems.  He  also  has 
the  genuine  CM  parts  to  get 
your  CM  powerplant  up  to  speed. 
Including  AC  spark  plugs  and 
filters. 

It  all  boils  down  to  this:  When 
you  need  your  car  to  run  right, 
you  need  a  Mr.  Coodwrench 
Tune-Up.  Now  at  over  7,200 
General  Motors  dealerships 
coast  to  coast— wherever  you 
see  these  signs. 


>r  - 


o 
0 

5 
O 


Because  it's  not  just  a  car... 
it's  your  freedom. 


1 

III 

M 

THE  FORBES  500s 

Sales 

-Where  they  rank:  1990- 
Net          Assets 
profits 

Market 
value 

■ 

Company/headquarters 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 

value 

($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

■ 

■ 

324 

Deposit  Guaranty/Jackson,  MS 

467 

24.5 

4,923 

196 

38.0 

2.4 

■ 

412 

■ 

■ 

DeSoto/Des  Plaines,  IL 

74 

88.2 

107 

38 

106.9 

0.3 

269 

78 

169 

152 

Detroit  Edison/Detroit,  Ml 

3,307 

514.5 

'  10,573 

4,206 

881.6 

10.0 

326 

447 

■ 

■ 

Diamond  Shamrock/San  Antonio,  TX 

2,708- 

*77.5 

1,134 

610 

124.7 

5.1 

49 

■ 

149 

66 

Digital  Equipment/Maynard,  MA 

13,072 

-94.5 

11,584 

8,411 

725.6 

124.9 

249 

234 

■ 

469 
163 

168 

Dillard  Dept  Stores/Little  Rock,  AR 

3,606 

182.8 

3,008 

3,739 

281.5 

31.8 

■ 

■ 

Dime  Savings  Bank  FSB/New  York,  NY 

1,099 

-135.7 

10,842 

121 

-119.0 

2.5 

■ 

■ 

266 

■ 

Discount  Corp  of  NY2/New  York,  NY 

365 

3.9 

6,461 

84 

6.4 

0.4 

154 

42 

211 

34      \ 

Wait  Disney/Burbank,  CA 

6,048 

820.0 

8,568 

15,460 

1,404.9 

49.5 

■ 

■ 

177 

■        1 

Dominion  Bankshares/Roanoke,  VA 

1,106 

-37.1 

10,369 

320 

-1.9 

5.5 

251 

100 

160 

135 

Dominion  Resources/Richmond,  VA 

3,533 

445.7 

10,991 

4,851 

966.7 

13.1 

254 

195 

436 

174       1 

RR  Donnelley  &  Sons/Chicago,  IL 

3,498 

225.8 

3,343 

3,641 

420.8 

26.8 

385 

265 

■ 

261       1 

Dover/New  York,  NY 

2,210 

155.7 

1,468 

2,392 

233.2 

20.3 

26 

19 

75 

40       1 

Dow  Chemical/Midland,  Ml 

19,773         1 

,384.0 

23,953 

12,892 

2,706.0 

62.1 

458 

361 

■ 

255      1 

Dow  Jones/New  York,  NY 

1,720 

106.9 

2,591 

2,460 

293.1 

9.7 

■ 

■ 

369 

■        1 

Downey  S&L  Assn/Newport  Beach,  CA 

400 

420 

4,168 

230 

42.0 

1.0 

■ 

270 

485 

405      1 

DPLVDayton,  OH 

946 

153.0 

2,824 

1,406 

218.9 

2.9 

■ 

327 

385 

422       1 

DQE/Pittsburgh,  PA 

1,134 

121.7 

3,919 

1,344 

293.2 

4.3 

198 

253 

457 

195 

Dresser  Industries/Dallas,  TX 

4,706 

168.6 

3,119 

3,237 

264.1 

32.3 

■ 

■ 

■ 

417       1 

Dreyfus/New  York,  NY 

261 

62.1 

793 

1,361 

67.6 

1.5 

10 

6 

41 

18      1 

■  1  du  Pont  de  Nemours/Wilmington,  DE 

39,709         ; 

1,310.0 

38,128 

24,449 

4,935.0 

144.9 

245 

76 

181 

103      1 

Duke  Power/Charlotte,  NC 

3,681 

538.2 

10,084 

5,824 

1,114.5 

19.7 

194 

79 

334 

68 

Dun  &  Bradstreet/New  York,  NY 

4,818 

508.2 

4,754 

8,329 

857.2 

68.3 

439 

421 

■ 

471 

E-Systems/Dallas,  TX 

1,810 

85.6 

976 

1,182 

131.9 

18.2 

29 

54 

74 

39 

Eastman  Kodak/Rochester,  NY 

18,908 

703.0 

24,121 

13,995 

2,012.0 

136.1 

246 

242 

467 

315 

Eaton/Cleveland,  OH 

3,639 

179.0 

3,013 

1,960 

3343 

37.7 

477 

■ 

■ 

■        1 

Echlin/Branford,  CT 

1,652 

44.8 

1,277 

715 

90.4 

17.3 

353 

463 

■ 

481 

EG&G/Wellesley,  MA 

2,474 

74.0 

675 

1,148 

103.9 

31.0 

114 

58 

267 

54 

Emerson  Electric/St  Louis,  MO 

7,728 

618.1 

6,449 

9,686 

900.1 

73.7 

298 

482 

■ 

479 

Engelhard/lselin,  NJ 

2,942 

70.3 

1,320 

1,159 

144.7 

7.5 

48 

215 

183 

218 

Enron/Houston,  TX 

13,165 

202.2 

9,849 

2,847 

558.0 

6.6 

309 

370 

443 

445 

Enserch/Dallas,  TX 

2,815 

102.8 

3,264 

1,255 

2320 

10.8 

224 

90 

112 

146 

Entergy/New  Orleans,  LA 

3,982 

478.3 

14.831 

4,446 

871.2 

13.3 

■ 

■ 

■ 

397 

Equifax/Atlanta,  GA 

1,079 

63.9 

754 

1,452 

117.3 

14.1 

■ 

■ 

430 

■ 

Equimark/Pittsburgh,  PA 

431 

-140.3 

3,417 

24 

-128.0 

2.0 

■ 

■ 

408 

■ 

Equitable  of  lowa/Des  Moines,  IA 

657 

23.7 

3,650 

156 

33.4 

4.8 

348 

187 

257 

177 

Ethyl/Richmond,  VA 

2,514 

232.2 

6,690 

3,506 

340.9 

5.6 

2 

2 

13 

1 

Exxon/Irving,  TX 

105,519         ! 

1,010.0 

87,707 

72,084 

10,555.0 

104.0 

■ 

■ 

426 

■ 

Farm  &  Home  Finl/Nevada,  MO 

301 

4.4 

3,446 

41 

63 

06 

116 

■ 

276 

326 

Federal  Express/Memphis,  TN 

7,688 

18.0 

6,164 

1,873 

516.2 

80.9 

222 

105 

39 

147 

Federal  Home  Loan/McLean,  VA 

3,999 

414.0 

40,579 

4,443 

414.0 

2.0 

53 

27 

6 

43 

Federal  Natl  Mortgage/Washington,  DC 

12,720         1 

,173.4 

133,113 

11,687 

1,173.4 

2.5 

■ 

336 

■ 

■ 

Federal  Paper  Board/Montvale,  NJ 

1,366 

118.2 

2,448 

1,007 

207.5 

7.2 

■ 

330 

223 

380 

rifth  Third  Bancorp/Cincinnati,  OH 

834 

120.4 

7,956 

1,546 

131.1 

4.0 

■ 

489 

270 

■ 

-  irst  Alabama  Bcshs/Montgomery,  AL 

612 

68.9 

6,344 

721 

83.5 

4.1 

■ 

■ 

265 

■ 

"irst  American  Corp/Nashville,  TN 

733 

-62.4 

6,480 

213 

-45.6 

3.7 

■ 

■ 

396 

■ 

First  Bancp  Ohio/Akron,  OH 

365 

34.9 

3,722 

314 

■  45.5 

2.3 

■Not  on  500  list.     2Formerly  DCNY  Corp. 
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In  1860,  when  Willie  Park,  Sr.  won  the  first  British  Open, 
Allendale  had  been  a  loss  control  champion  for  25  years. 


Prestwick,  Scotland.  Thirty-six  holes  in  one  day.  174 
strokes.  Few  people  thought  he  had  the  stamina.  But  as  he 
approached  the  final  green,  they  knew  history  was  in  the 
making.  And  when  Willie  Park,  Sr.  became  the  first  person 
to  win  The  British  Open,  Allendale  Insurance  had 
already  been  a  leader  in  property  coverage  and  loss  control 
engineering  for  more  than  two  decades. 

In  a  changing  world  where  events  like  this  shape  history, 
this  is  our  way  of  reminding  you  of  one  progressive,  stable 
company  that's  been  building  long-term  relationships  with 


clients  since  1835.  At  Allendale,  doing  something  right  isn't 
good  enough.  We  find  ways  to  do  it  better.  Like  providing 
more  stable  pricing  and  coverage,  better  engineering  and 
training,  more  in-depth  research  and  testing  and  the  fairest 
ways  of  doing  business. 

Isn't  it  time  you  started  a  history  with  Allendale? 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 
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THE  FORBES  500s 


Sales 

400 

■ 
166 


-Where  they  rank:  1990- 
Net  Assets 

profits 


310 

■ 

177 


285 


158 


19 


346 


226 
60 


466 

■ 

471 

101 
307 

■ 
■ 
148 

■ 

153 
384 


386 


94 
185 

29 
329 
126 
351 

230 
106 
60 
299 
287 
297 

26 
114 
264 
254 

38 
302 


Market 
value 

431 

■ 

415 


Company/headquarters 


388 


334 


274 


69 

184 

191 

■ 

166 

■ 

463 

■ 

50 

351 

491 

470 

First  Bank  System/Minneapolis.  MN 
First  Capital  Holding/Los  Angeles,  CA 
First  Chicago/Chicago,  II 
First  Citizens  Bcshs/Raleigh,  NC 
First  City  Bncp  Texas/Houston,  TX 
First  Commerce/New  Orleans,  LA 

First  Empire  State/Buffalo.  NY 
First  Executive/lnglewood,  CA 
First  Fidelity  Bncp/Lawrenceville.  Ml 
First  Financial  Mgmt'Atlanta,  GA 
First  Florida  Banks/Tampa,  FL 
First  Hawaiian/Honolulu,  HI 

First  Interstate  Bncp/Los  Angeles,  CA 
First  of  America  Bank/Kalamazoo.  Ml 
First  Security/Salt  Lake  City,  UT 
First  Tennessee  Natl/Memphis,  TN 
First  Union/Charlotte.  NC 
First  Virginia  Banks/Falls  Church,  VA 

First  Wachovia/Winston-Salem,  NC 
Firstar/Milwaukee.  Wl 
FirstFed  Michigan/Detroit.  Ml 
FirsTier  Financial/Omaha,  NE 
Fleet/Norstar  Finl/Providence.  Rl 
Fleming  Cos/Oklahoma  City,  OK 


Sales 
($mil) 


2,139 
1,004 
5,693 

421 
1,352 

482 

713 
872 
3,053 
1,284 
585 
541 

5,934 

1,389 

703 

740 

4.069 

570 


Net 
profits 

(Smil) 

130.6 

41.9 

249.3 

*28.4 

-158.3 

22.0 

53.9 
-735.8 

-6.1 

72.9 
-11.5 

71.5 

438.7 

131.6 

45.7 

47.9 

304.3 

65.1 


Assets 
($mil) 


19,001 
9,737 

50.779 
4.825 

13,344 
4,468 

7.715 
16.018 
29,110 
5,479 
5,780 
5,508 

51,356 

14,039 

6,493 

6,708 

40,781 

5,384 


Market 

value 

(Smil) 

1,316 
123 

1,362 

204 

97 

219 

460 
98 
1.484 
805 
199 
772 

1,827 
838 
398 
387 

2,252 
568 


Cash 

flow 

($mil) 

177.8 
153.6 
395.3 

40.0 
-125.8 

35.6 

62.1 
-735.8 
36.5 
134.7 
16.1 
82.3 

603.7 

164.5 

57.6 

69.1 

463.3 

77.7 


395 


465 


473 

■ 

■ 

■ 

■ 

■ 

361 

■ 

145 

■ 

129 

136 

■ 

406 

■ 

427 

487 

143 

411 

297 

■ 

449 

■ 

■ 

■ 

■ 

462 

423 

259 

115 

391 

87 

423 

284 

■ 

185 

■ 

431 

440 

■ 

422 

207 

413 

252 

447 

■ 

■ 

■ 

■ 

■ 

■ 

227 

388 

332 

455 

372 

82 

■ 

260 

452 

Not  on 

500  list.     3Figi 

res  are  pro 

forma,  reflf 

Forest  Labs/New  York.  NY 
Fortune  Financial/Clearwater,  FL 
Foster  Wheeler/Clinton,  NJ 
Fourth  Financial/Wichita,  KS 
FPL  Group/Juno  Beach,  FL 
Franklin  Resources/San  Mateo.  CA 

Freeport-McMoRan/New  Orleans,  LA 
Fruit  of  the  Loom/Chicago,  IL 
Fund  American  Cos3/Purchase,  NY 
Gannett/Arlington,  VA 
Gap/San  Francisco.  CA 
GATX/Chicago,  IL 

Geico/Washington,  DC 
GenCorp/Fairlawn.  OH 
Genentech/South  San  Francisco,  CA 
General  Cinema/Chestnut  Hill.  MA 
General  Dynamics/St  Louis.  MO 


1,581 
1,427 

275 
3,442 
1,934 

870 

1,935 

1.775 

447 

2,199 

10,173 


313.6 

77.1 

-119.0 

377.0 

144.5 

82.9 

208.4 

630 

-98.0 

120.0 

-577.9 


3.588 
2,151 
3,087 
3,826 
777 
3,310 

3,576 
1.078 
1,158 
3.156 
6,573 


2,098 
756 
1,332 
6,682 
3,390 
622 

2,502 
294 
2,752 
1,577 
1.229 


570.7 
165.3 
-119.0 
571.0 
206.3 
198.3 

219.5 
139.0 
-50.7 
184.3 
-1999 


Number 

employees 

(thou) 

9.5 
1.0 
18.6 
3.6 
6.7 
2.6 

2.7 
1.1 
12.0 
8.9 
4.1 
2.3 

35.5 
10.1 

4.5 

3.9 
19.1 

4.5 


2,519 

297.2 

26,271 

3,402 

356.9 

13.7 

976 

97.6 

9,383 

687 

110.3 

6.8 

1.047 

11.0 

10,675 

146 

23.6 

1.6 

294 

2.6 

3,076 

206 

13.8 

1.5 

3.933 

-48.5 

32,507 

1,717 

103.0 

18.7 

1,933 

97.3 

2.768 

1.184 

179.8 

22.9 

■ 

454 

■ 

367 

FlightSafety  Intl/Flushing, 

NY 

273 

75.7 

621 

1,602 

106.7 

2.5 

412 

255 

317 

307 

Florida  Progress/St  Petersburg.  FL 

2.011 

164.8 

5,046 

2,036 

372.2 

7.7 

123 

285 

■ 

159 

Fluor/Irvine.  CA 

7.328 

144.5 

2,448 

3.906 

260.9 

21.1 

240 

266 

474 

444 

FMC/Chicago.  IL 

3,722 

155.3 

2,959 

1,257 

366.5 

24.0 

171 

248 

■ 

118 

Food  Lion/Salisbury,  NC 

5.584 

172.6 

1,559 

5.317 

254.0 

44.0 

3 

39 

3 

35 

Ford  Motor/Dearborn.  Ml 

97,650 

8601 

173,611 

15,425 

5.739.7 

381.4 

162 

357 

319 

1,470 

41.8 

1.0 

296 

-3.3 

3,037 

40 

2.3 

0.8 

1.661 

38.3 

1.441 

1,068 

631 

8.5 

386 

175 

4,279 

354 

30.3 

2.0 

6,289 

-391.0 

12,949 

4,813 

225.9 

19.0 

293 

90.6 

505 

1,330 

94.9 

1.9 

7.5 
26.9 

1.4 
367 
24.5 

3.9 

6.7 
145 

1.8 

24.9 

100.2 
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"In  Mississippi,  we've  found 

a  superior  work  force  in  an  affordable  location 

-a  tough  combination  to  beat" 


John  Palmer 

Mobile  Telecommunications 
Technobgjes  Corporation 


hen  the  competition  is 

worldwide,  corporate 

strategies  must  be 

global  as  well. 
Successful  businesses  demand 
imaginative,  innovative  people 
with  a  vision  for  the  future, 
and  a  location  where  the  operating  costs 
aren't  out  of  this  world.  They're  dis- 
covering both  in  Mississippi,  the  State 
of  Change. 

Take  Mobile  Telecommunications 
Technologies  Corporation  (Mtel).  This 
communications  industry  leader  intro- 
duced SkyTel,  the  unique  satellite 
messaging  system  that  NASA,  the  White 
House,  and  corporate  and  government 
leaders  worldwide  depend  on  to  keep 
them  in  touch  with  their  clients  and 
constituents.  An  international  company 
with  operations  in  the  Far  East,  Europe, 
and  throughout  the  United  States,  Mtel 
coordinates  its  worldwide  efforts  from 
the  company's  headquarters  in  Jackson, 
Mississippi,  where  a  top-quality  labor 
force  and  economical  operating  costs  give  Mtel  a  decisive  edge  in  today's  global  business 
arena. 

"A  company's  most  valuable  asset  is  its  human  resource,"  says  John  Palmer,  Mtel's 
Chairman  and  Chief  Executive  Officer.  "Mississippi  boasts  an  excellent  university 
system  featuring  state-of-the-art  technology  and  research  centers.  This  system  provides 
Mtel  with  well-qualified  professionals  holding  advanced  degrees  as  well  as  with  tech- 


nically trained  candidates.  Our  Missis- 
sippi work  force  welcomes  the  challenge 
of  interacting  with  people  and  ideas  the 
world  over." 

In  addition  to  a  superior  work  force, 
Mtel  has  discovered  that  business  operat- 
ing costs  in  Mississippi  are  among  the 
lowest  in  the  nation.  In  fact,  savings  are 
so  significant  that  Mtel  relocated  its 
customer  service  division  to  Jackson 
from  Washington,  D.C. 

"We  cut  our  overhead  dramatic- 
ally, including  a  50%  reduction  in 
the  cost  of  comparable  office  space," 
Palmer  says.  "When  professional 
services,  taxes,  and  the  overall  cost  of 
living  are  included,  the  savings  are  even 
more  substantial  Simply  put,  Mississippi 
is  good  for  our  bottom  line." 

You  can't  argue  with  success.  When 
plans  were  made  for  a  multi-million  dol- 
lar, computerized  back-up  system,  Mtel 
considered  several  cities,  but  the  final 
choice  was  again  Jackson,  Mississippi. 
"In  Mississippi,  we've  found  an  envi- 
ronment and  attitude  that  compliments  the  realities  of  today's  business  world-the  ideal 
location  for  us  to  fully  develop  our  potential,"  Palmer  says.  "Tht'  leadership  and  innovation 
that  Mtel  carries  across  international  borders  was  born  and  cultivated  in  Mississippi." 

For  more  information  on  the  State  of  Change,  call  or  write  Governor  Ray  Mabus  or 
J.  Mac  Holladay,  Director;  Mississippi  Department  of  Economic  and  Community 
Development,  P.O.  Box  849,  Jackson,  Mississippi  39205;  (601)  359-3449. 


The  Slate  of  Change 


1991  IBM  Corporation 


bout  IBM,  as  they  get  older  their 
lg  seems  to  be  improving." 

"I  run  our  company's  data  center,  and  I've  known  IBM 
since  the  punch  card  days.  Back  then,  they  would  show  up  and 
Id  take  notes.  How  different  today.  Now  I  go  to  their  meetings 
and  they  take  notes. 

"If  they're  planning  a  new  system  or  creating  new  soft- 
ware, they'll  ask  me  what  I  think  of  it,  and  they  don't  fish  for 
compliments. 

"What  a  switch.  Here  I'd  always  planned  around  IBM. 
Now  they're  planning  around  me." 

The  Solution.  If  IBM  has  one  mission  it's  to  help  our 
customers  solve  problems.  Which  means  we'd  better  know  what 
their  problems  are,  and  that's  why  we  have  Customer  Councils. 

On  a  regular  basis,  we  sit  down  with  customers  to  talk 
about  new  directions  and  to  hear  whatever  else  they  might  have 
to  say.  As  a  result  we've  improved  our  products,  our  services  and 
in  fact,  ourselves.  So  when  customers  are       zi  zzzi.  zz.  ZZ 
happy  with  a  new  IBM  system,  there  s  E    SzT 

good  reason  for  it.  They  helped  us  design  it.    zz:  ZZZ" 


i;f:KHi;n 


THE  FORBES  SOOs 


Sales 

5 
126 

1 
291 
292 
464 


-Where  they  rank:  1990- 
Net  Assets 

profits 


371 
401 

■ 
358 

69 


215 
■ 

252 

223 

31 


3 
96 

■ 

168 

61 


395 
2 

248 
157 


Market 
value 

4 

56 

12 

238 

71 


268 

211 

■ 

202 

■ 

393 

■ 

■ 

54 

122 

140 

166 

■ 

348 

■ 

287 

266 

335 

■ 

355 

211 

120 

404 

83 

411 

■ 

239 
■ 
300 


73 

82 

153 

■ 
204 


486 

■ 
343 

■ 
■ 
435 


Company/headquarters 


General  Electric/Fairfield,  CT 
General  Mills/Minneapolis,  MN 
General  Motors/Detroit,  Ml 
General  Public  Utils/Parsippany,  NJ 
General  Re/Stamford,  CT 
General  Signal/Stamford,  CT 

Genuine  Parts/Atlanta,  GA 
Georgia  Gulf/Atlanta,  GA 
Georgia-Pacific/Atlanta,  GA 
Gerber  Products/Fremont,  Ml 
Giant  Food/Washington,  DC 
Gillette/Boston,  MA 

PH  Glatfelter/Spring  Grove,  PA 
GlenFed/Glendale,  CA 
Golden  West  Finl/Oakland,  CA 
Goldome/Buffalo,  NY 
BF  Goodrich/Akron,  OH 
Goodyear/Akron,  OH 


132 

214 

273 

240 

WR  Grace/New  York,  NY 

421 

319 

■ 

304 

WW  Grainger/Skokie,  IL 

■ 

■ 

109 

■ 

Great  American  Bank/San  Diego,  CA 

433 

468 

■ 

■ 

Great  American  Mgmt/Chicago,  IL 

67 

274 

435 

308 

Great  A&P  Tea/Montvale,  NJ 

■ 

■ 

432 

■ 

Great  Lakes  Bancorp/Ann  Arbor,  Ml 

292 
221 


422 
15 


■  225  Great  Lakes  Chemical/West  Lafayette,  IN 
40  286  Gt  Western  Financial/Beverly  Hills,  CA 

464  ■  Greater  NY  Savings/New  York,  NY 

301  451  Greyhound  Dial/Phoenix,  AZ 

■  ■  Grumman/Bethpage,  NY 
46             19  GTE/Stamford,  CT 


Sales 
($mil) 


58,414 
7,032 

124,705 
2,9% 
2,993 
1,695 

3,319 
932 
12,665 
1,178 
3,350 
4,345 

625 
2,338 
2,127 
1,251 
2,433 
11,273 

6,754 
1,935 
1,400 
1,871 
11,391 
369 

1,066 
4,212 
281 
3,519 
3,990 
18,374 


Net 
profits 

($mil) 

4,303.0 
457.1 

-1,985.7 

c278.2 

613.6 

-32.9 

206.6 

95.3 
365.0 
113.5 
119.0 
367.9 

88.3 
-70.9 
181.5 
5.8 
136.3 
-38.3 

202.8 
126.8 
-341.9 
72.2 
151.0 
-26.8 

140.8 

193.1 

-16.8 

16.4 

85.6 

1,541.0 


Assets 

($mil) 


153,884 
3,733 

179,976 

6,916 

11,033 

1,295 

1,352 
457 

12,060 
797 

1,175 

3,671 

599 

24,404 

22,562 

11,311 

2,366 

8,964 

6,227 
1,162 
15,032 
1,888 
3,357 
3,392 

1,406 

39,406 
3,052 
5,431 
2,454 

33,769 


Market 
value 
($mil) 

57,844 
9,336 

28,174 

2,645 

8,033 

770 

3,054 
509 
3,750 
2,177 
1,710 
7,000 

1,129 
210 

1,789 

23 

966 

1,294 

2,636 
2,051 

27 

277 

2,025 

44 

2,789 

2,185 

41 

1,237 

513 

21,295 


284 

■ 

■ 

■ 

Harris  Corp/Melbourne,  FL 

450 

467 

■ 

■ 

Harsco/Camp  Hill,  PA 

■ 

444 

■ 

464 

Hartford  Steam  Boiler/Hartford,  CT 

499 

408 

■ 

428 

Hasbro/Pawtucket,  Rl 

■ 

■ 

402 

■ 

Hawaiian  Electric/Honolulu,  HI 

139 

72 

311 

52 

HJ  Heinz/Pittsburgh,  PA 

431 

■ 

453 

■ 

Henley  Group/Hampton,  NH 

275 

390 

401 

317 

Hercules/Wilmington,  DE 

322 

202 

■ 

172 

Hershey  Foods/Hershey,  PA 

47 

49 

155 

44 

Hewlett-Packard/Palo  Alto,  CA 

■ 

■ 

235 

■ 

Hibernia/New  Orleans,  LA 

Not  on 

500  list. 

3,054 
1,760 
562 
1,520 
1,011 
6,503 

1,871 

3,200 

2,716 

13,538 

829 


36.0 
72.5 
78.7 
89.2 
43.6 
547.2 

-101.0 

96.0 

215.9 

771.0 

-11.0 


2,595 
991 
827 
1,285 
3,674 
5,170 

3,170 
3,700 
2,079 
11,126 
7,358 


972 

652 

1,203 

1,324 

724 

10,051 

380 

1,902 

3,664 

11,682 

178 


Cash 

flow 

($mil) 

6,811.0 
656.3 

5,667.6 

668.7 

614.4 

28.7 

235.4 
115.2 
1,114.0 
140.1 
195.8 
544.9 

118.4 
-18.8 
209.6 
84.6 
240.2 
376.7 

552.2 
159.9 
-309.1 
139.9 
344.6 
12.3 

191.4 
257.4 
-14.3 
103.5 
190.9 
4,294.0 


243.9 
129.1 

93.0 
149.4 

98.3 
733.2 

56.0 

287.1 

289.8 

1,337.0 

6.8 


Number 

employees 

(thou) 

295.0 

90.5 

761.4 

12.8 

2.4 

17.6 

16.0 
1.2 
59.8 
12.4 
26.1 
30.4 

3.5 
6.2 
2.7 
3.4 
11.9 
107.7 

50.9 

8.1 

2.5 
13.5 
95.5 

1.0 

5.3 
13.4 

0.8 

37.0 

27.5 

156.0 


466 

■ 

250 

440 

Gulf  States  Utils/Beaumont,  TX 

1,691 

-44.3 

6,863 

1,270 

180.1 

4.8 

129 

218 

347 

122 

Halliburton/Dallas,  TX 

6,926 

197.4 

4,544 

5,207 

447.1 

71.2 

467 

■ 

■ 

■ 

Hannaford  Bros/Scarborough,  ME 

1,688 

42.2 

629 

802 

77.7 

15.0 

453 

■ 

448 

■ 

Hanover  Insurance/Worcester,  MA 

1,749 

53.2 

3,241 

619 

53.2 

5.7 

■ 

■ 

452 

■ 

Harcourt  Brace/Orlando,  FL 

1,413 

-80.9 

3,182 

64 

30.6 

6.4 

460 

487 

■ 

■ 

Hamischfeger  Inds/Milwaukee,  Wl 

1,717 

69.1 

1,581 

575 

105.7 

12.2 

34.3 

10.8 

3.7 

7.7 

3.2 

36.8 

11.0 
21.6 
12.3 
93.5 
3.4 


256 
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THE  BEST-KNOWN,  UNKNOWN  COMPANY  IN  AMERICA 


ouse.  Over  100  millic 
tune  us  in  everyday 


Westinghouse  Group  W 
Broadcasting  is  one  of  the  most 
dynamic  and  diversified  entertain- 
ment companies  in  America. 

We  may  also  be  the  most 
surprising.  From  the  nation's  first 
commercial  radio  broadcast  more 
than  70  years  ago,  Group  W  Radio 
has  grown  to  be  America's  largest 
non- network  radio  group.  With 
20  major  market  radio  stations, 


we  reach  one  out  of  three  American 
homes. 

Maybe  even  more  surprising, 
Group  W's  five  TV  stations  are 
seen  in  10  million  homes  a  week. 

Group  W  Productions 
produces  and  syndicates  popular 
shows  that  are  seen  in  more 
than  40  countries. 

We  distribute  more  video 
programming  via  satellite  than  any- 


one else.  We  even  market  cable 
TV's  popular  Nashville  Network. 
And  we're  the  nation's  largest 
non-network  video  news  service, 
reaching  more  than  70  million 
homes  in  North  America,  Europe 
and  Australia. 

All  this  may  surprise  you.  But 
one  thing's  for  sure:  the  best-known, 
unknown  company  in  America  is 
a  company  worth  watching. 


W 


You  can  be  sure...if  it's  Westinghouse 


LL 


THE  FORBES  500s 


Sales 

■ 

389 

■ 

232 

426 


-Where  they  rank:  1990- 
Net  Assets 

profits 

455  ■ 


351 
257 


96 


Market 
value 

373 

■ 

318 

191 

■ 

364 


Company/headquarters 


Hillenbrand  Inds/Batesville,  IN 
Hills  Dept  Stores/Canton  MA 
Hilton  Hotels/Beverly  Hills,  CA 
Home  Depot/Atlanta,  GA 
HomeFed/San  Diego,  CA 
Homestake  Mining/San  Francisco,  CA 


Sales 
($mil) 


1,107 
2,188 
1,087 
3,815 
1,906 
482 


Net 
profits 
($mil) 

75.7 

-6.1 

112.5 

163.4 

-247.5 

20.8 


Assets 

($mil) 


1,268 
1,264 
1,927 
1,640 
18,260 
1,081 


Market 
value 
($mil) 

1,574 

38 

1,900 

5,967 

107 
1,611 


Cash        Number 
flow       employees 
($mil)        (thou) 


169.7 

48.7 

208.2 

197.8 

-208.0 

95.3 


182  135  370  124  Humana/Louisville,  KY 

■  423  146  ■  Huntington  Bcshs/Columbus,  OH 
428  ■  295  ■  ICH/Louisville,  KY 

■  485  ■  ■  Idaho  Power/Boise,  ID 

■  ■  304  416  Illinois  Power/Decatur,  IL 

343  237  ■  208  Illinois  Tool  Works/Glenview,  IL 

■  409  ■  487  IMC  Fertilizer  Group/Northbrook  IL 
493  448  ■  290  Imcera  Group4/Northbrook,  IL 

■  ■  272  ■  INB  Financial/Indianapolis,  IN 
239  230  472  271  Ingersoll-Rand/Woodcliff  Lake,  NJ 
230  ■  475  ■  Inland  Steel  Inds/Chicago,  IL 

■  ■  231  ■  Integra  Financial/Pittsburgh.  PA 


5,261 
1,256 
1,905 
465 
1,396 
2,544 


332.4 

85.2 

-220.0 

69.2 

-78.5 

182.4 


4,159 
11,809 
5,546 
1,680 
5,345 
2,150 


5,167 

857 

229 

909 

1,362 

2,983 


567.7 
120.9 
-193.4 
124.4 
100.2 
284.5 


51 


416 

24 

174 

■ 
70 
204 
■ 
307 


186 


300 


66 
439 
387 

303 
35 

445 

263 

28 

409 


371 


440 


475 


438 


121 


427 

30 

288 

352 
190 


89  International  Paper/Purchase,  NY 

371  Interpublic  Group/New  York,  NY 

■  Ipalco  Enterprises/Indianapolis,  IN 

■  Itel/Chicago.  IL 
95  in/New  York,  NY 

300  James  River  Corp  Va/Richmond,  VA 

387  Jefferson-Pilot/Greensboro,  NC 

10  Johnson  &  Johnson/New  Brunswick,  NJ 

496  Johnson  Controls/Milwaukee,  Wl 

410  Jostens/Minneapolis,  MN 

■  JWP/Purchase,  NY 

494  Kansas  City  P&UKansas  City,  MO 


1,163 

11,232 

4,582 

821 
2,827 

761 


157.6 

,143.0 

88.6 

62.0 

59.3 

102.7 


4,455 
9,506 
2,795 
508 
1,484 
2,599 


1,488 
30,446 
1,094 
1.374 
783 
1,103 


173.1 
1,617.0 

277.9 
82.5 
85.5 

196.1 


394 


122 


9.3 

28.3 

38.5 

22.3 

4.3 

2.1 


144 

114 

336 

154 

Honeywell/Minneapolis,  MN 

6,309 

381.9 

4.746 

4,158 

664.9 

62.8 

315 

429 

■ 

349 

Geo  A  Hormel/Austin,  MN 

2,762 

83.1 

819 

1,726 

118.9 

8.2 

212 

182 

59 

377 

Household  Intl/Prospect  Heights,  IL 

4,320 

235.3 

29,455 

1,553 

378.1 

14.6 

218 

132 

144 

142 

Houston  Industries/Houston,  TX 

4,179 

339.5 

11,877 

4,582 

766.9 

13.3 

■ 

■ 

353 

■ 

Howard  Savings  Bank/Livingston,  NJ 

439 

-161.3 

4,418 

28 

-153.2 

2.2 

■ 

420 

■ 

409 

Hubbell/Orange,  CT 

720 

86.0 

625 

1,389 

103.9 

5.4 

58.6 
6.0 
4.3 
1.6 
4.3 

17.1 


1,134 

88.6 

1,645 

1,126 

185.4 

6.0 

1,555 

77.3 

2,239 

2.145 

161.4 

9.0 

657 

40.6 

6,263 

422 

55.2 

3.2 

3,738 

185.3 

2,983 

2,273 

282.7 

32.7 

3,870 

-20.6 

2,935 

676 

99.1 

20.2 

740 

26.1 

7.627 

447 

40.2 

4.0 

228 

56 

303 

63 

Intel/Santa  Clara,  CA 

3,921 

650.3 

5,376 

8,735 

948.7 

23.4 

496 

■ 

■ 

■ 

Intelligent  Electron/Exton,  PA 

1,534 

33.5 

432 

542 

41.4 

0.7 

■ 

■ 

■ 

485 

Intergraph/Huntsville,  AL 

1,045 

62.6 

907 

1,141 

117.6 

8.9 

4 

1 

14 

3 

IBM/Armonk,  NY 

69,018 

6,020.0 

87,568 

63,784 

11,323.0 

378.5 

■ 

264 

■ 

209 

Intl  Flavors  &  Frags/New  York,  NY 

963 

156.7 

1,129 

2,982 

184.9 

4.2 

391 

■ 

■ 

■ 

Intl  Multifoods/Minneapolis,  MN 

2.178 

30.9 

845 

530 

63.5 

9.1 

12,960 

569.0 

13,669 

6,569 

1,236.0 

66.3 

1,329 

80.1 

2,584 

1,580 

117.8 

15.8 

611 

96.9 

1,801 

1,042 

173.6 

2.3 

1,977 

132.4 

3,443 

504 

220.9 

8.1 

20,604 

958.0 

49,043 

6,194 

1,464.0 

116.5 

5.416 

78.2 

5,741 

2,094 

3858 

40.0 

4.1 
82.7 
43.1 

9.7 
22.0 

29 


■ 

Kansas  Power  &  Light/Topeka,  KS 

1,150 

79.6 

2,016 

821 

156.4 

4.6 

46 

Kellogg/Battle  Creek,  Ml 

5,181 

502.8 

3,749 

11,129 

703.0 

17.3 

495 

Kelly  Services/Troy,  Ml 

1,471 

71.2 

444 

1,098 

80.0 

3.9 

382 

Kemper/Long  Grove,  IL 

2,929 

11.9 

13,588 

1520 

11.9 

9.5 

■ 

Kentucky  Utilities/Lexington,  KY 

554 

80.1 

1,426 

794 

136.3 

2.1 

258 
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A  Truly 
Distinguished 
Appraiser  Must  Have  an 
Equally  Distinguished 
Heritage. 

The  Appraisal  Institute  is  the  result  of  the  unification  of  the 
appraisal  profession's  most  respected  organizations:  the 
American  Institute  of  Real  Estate  Appraisers  and  the 
Society  of  Real  Estate  Appraisers.  Although  newly  formed, 
the  Appraisal  Institute  draws  on  over  a  century  of  combined 
experience  fostering  the  highest  standards  in  the  field  of 
real  estate  appraising. 

With  the  many  changes  in  today's  appraisal  industry,  it  is  vital 
that  investors  and  homeowners  readily  identify  the  professional 
membership  designations  of  Appraisal  Institute  members.  The 
Appraisal  Institute  confers  the  MAI  and  SRA  membership 
designations.  Current  members  may  also  hold  the  SREA,  SRPA 
or  RM  membership  designations. 

To  determine  the  true  value  of  your  property  with  long-range 
perspective  and  opportunities  that  may  not  be  clear 
to  less  qualified  appraisers,  hire  a  member  of  the 
Appraisal  Institute.  Check  the  Yellow  Pages  for 
Appraisal  Institute  members  in  your  area  or  call 
toll  free  1-800-331-7732  for  your  free  copy  of 
the  Appraisal  Institute's  national  Directory         i 
of  Members  APPRAISAL 

INSTITUTE 


rA 


225  N.  Michigan  Avenue  •  Suite  724  •  Chicago,  IL  60601-7601 
1-800-331-7732  •  In  Illinois  312-819-2400 
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THE  FORBES  500s 


Where  they  rank:  1990 

Sales  Net  Assets        Market 

profits  value 


Company/headquarters 


243 

275 

425 

301 

440 

279 

92 

467 

141 

102 

306 

85 

■ 

417 

■ 

492 

15 

50 

119 

72 

374 

278 

■ 

253 

100 

189 

457 

86 

■ 
62 


443 

306 
152 

■ 

140 
■ 
115 


■ 

153 

274 

491 

■ 

368 

84 
282 


Kerr-McGee/Oklahoma  City,  OK 
KeyCorp/Albany,  NY 
Kimberly-Clark/Dallas,  TX 
King  World  Prods/New  York,  NY 
Kmart/Troy,  Ml 
Knight-Ridder/Miami,  FL 


25 

427 

373 

345 

Kroger/Cincinnati,  OH 

485 

■ 

■ 

■ 

Lafarge/Reston,  VA 

■ 

465 

■ 

■ 

LG&E  Energy5/Louisville,  KY 

■ 

■ 

399 

■ 

Liberty  National/Louisville,  KY 

185 

29 

241 

21 

Eli  Lilly/Indianapolis,  IN 

183 

109 

481 

57 

Limited/Columbus,  OH 

224 
251 
213 
134 
499 
44 


63 
316 

■ 
251 

■ 
44 


■ 

■ 

473 

355 

140 

205 

372 

■ 

■ 

445 

424 

■ 

404 

476 
478 
227 
125 
437 
297 


263 


■ 
21 


280 
348 
165 
244 
474 
79 

■ 
248 


456 
493 


342 
346 
■ 
347 


■ 

359 

139 

■ 

382 

354 

487 

■ 

325 

311 

■ 

402 

354 

86 

■ 

50 

120 

■ 

246 

381 

319 

149 

■ 

104 

473 

137 

298 

■ 

403 

286 


234 
410 
393 


466 


232 
193 

■ 
458 


Lincoln  National/Fort  Wayne,  IN 
Litton  Industries/Beverly  Hiils,  CA 
Liz  Claiborne/New  York,  NY     - 
Lockheed/Calabasas,  CA 
Loctite/Hartford,  CT 
Loews/New  York,  NY 

Lone  Star  Tech/Dallas,  TX 

Long  Island  Lighting/Hicksville,  NY 

Longs  Drug  Stores/Walnut  Creek,  CA 

Loral/New  York,  NY 

Louisiana  Land/New  Orleans,  LA 

Louisiana-Pacific/Portland,  OR 

Lowe's  Cos/No  Wilkesboro,  NC 

LTV/Dallas,  TX 

Lubrizol/Wickliffe,  OH 

Lyondell  Petrochem/Houston,  TX 

Magma  Copper/Tucson,  M 

Manufacturers  Hanover/New  York,  NY 

Manufacturers  Natl/Detroit.  Ml 

Manville/Denver,  CO 

Mapco/Tulsa,  OK 

Marion  Merrell  Dow/Kansas  City,  M0 

Marriott/Washington,  DC 

Marsh  &  McLennan  Cos/New  York,  NY 

Marshall  &  llsley/Milwaukee,  Wl 
Martin  Marietta/Bethesda,  MD 
Masco/Taylor,  Ml 
Masco  Industries/Taylor,  Ml 
Mattel/El  Segundo,  CA 
Maxxam/Houston,  TX 


■Not  on  500  list 


83             216 

98 

May  Dept  Stores/St  Louis,  M0 

378              ■ 

379 

Maytag/Newton,  IA 

320              ■ 

437 

MBIA/Armonk,  NY 

118             209 

149 

McCaw  Cellular/Kirkland,  WA 

484              ■ 

390 

McCormick  &  Co/Hunt  Valley, 

t.     5Formerly  Louisville  Gas  &  Electric. 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 

value 

($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

3,683 
1,800 
6,407 
460. 

150.2 

148.4 

432.1 

$6.8 

3,473 

19,266 

5,284 

484 

2,073 
1,193 
6,893 
1.103 

477.2 

191.0 

672.4 

99.1 

7.3 
10.7 

39.8 
0.4 

32,339 

756.2 

13,899 

7,994 

1,253.2 

369.0 

2,305 

149.0 

2,270 

2,475 

258.6 

21.1 

20,261 

83.3 

4,119 

1,771 

328.0 

170.0 

1,598 

50.0 

1,689 

686 

142.8 

7.9 

699 

73.2 

2,001 

846 

128.8 

3.5 

375 

32.8 

3,713 

298 

43.0 

2.0 

5,192 
5,254 

1,127.3 
398.4 

7,143 
2,872 

20,283 
9,276 

1,374.8 
582.4 

29.1 

65.5 

8,443 

191.5 

27,597 

2,222 

245.9 

16.7 

5,155 

170.6 

5,047 

1,751 

389.6 

50.7 

1,729 

205.8 

985 

3,791 

227.0 

5.8 

9,958 

335.0 

6,860 

2,599 

703.0 

77.8 

555 

67.4 

489 

1,174 

83.0 

3.6 

11,799 

804.7 

34,736 

7,315 

909.1 

26.9 

612 

45.6 

2,972 

124 

51.6 

2.0 

2,447 

319.6 

8,843 

2,560 

533.4 

6.4 

2,334 

59.6 

623 

802 

81.0 

14.7 

1,789 

84.8 

2,440 

996 

178.5 

11.2 

858 

54.9 

1,226 

1,223 

166.7 

0.7 

1,793 

91.1 

2,104 

1,103 

243.4 

13.0 

2,833 

71.1 

1,203 

1,033 

122.5 

15.4 

6,138 

70.9 

6,511 

200 

309.1 

36.7 

1,453 

190.0 

1,115 

1,796 

249.6 

5.1 

6,495 

356.0 

1.372 

1,760 

389.0 

2.2 

767 

80.4 

1,004 

171 

113.8 

4.4 

7,695 

139.0 

61,530 

1,756 

273.0 

19.6 

1,162 

108.2 

12,078 

820 

128.9 

6.0 

2,245 

110.7 

2,796 

264 

238.5 

17.5 

2,708 

130.0 

1,700 

1,418 

208.3 

6.2 

2,462 

487.0 

2.160 

10,641 

558.0 

9.5 

7,646 
2,723 

47.0 
304.1 

6,926 
2,411 

1,526 
5,818 

254.6 
409.1 

219.5 
24.0 

833 

71.3 

7,460 

633 

89.2 

6.0 

6,126 

327.6 

3,611 

2,680 

543.4 

63.8 

3,209 

138.8 

3,761 

3,288 

232.3 

41.8 

1,562 

-24.4 

2,080 

371 

47.2 

13.8 

1,471 

91.2 

930 

1,219 

141.4 

11.8 

2,361 

144.4 

3,028 

396 

244.4 

11.2 

10,066 

500.0 

8,295 

6,065 

794.0 

115.5 

3,057 

98.9 

2,587 

1.547 

185.0 

25.1 

224 

126.6 

2,024 

1.283 

1342 

0.2 

1,037 

371.4 

8,714 

4,346 

624.3 

57 

1,323 

69.4 

947 

1,478 

106.0 

7.5 
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Not  Since  the  1830s  Has  Georgia 
Offered  So  Many  Ways  To  Strike  It  Rich 


Benjamin  Parks'  discovery  of  gold  in  Georgia  triggered  America's 
first  gold  rush. 

Today,  modern-day  firms  seeking  to  strike  it  rich  are  rewarded  with 
an  even  greater  discovery:  Augusta,  Columbus,  Macon,  and  Savannah 
-four  Georgia  cities  with  the  vigor  and  personality  to  take  up  where 
Atlanta  leaves  off. 

THERE'S  MORE  TO  GEORGIA  THAN  ATLANTA. 

High-tech  manufacturing.  Skilled  workers.  Efficient  distribution. 
Global  telecommunications.  Superior  infrastructures.  Progressive  local 
governments.  Cultural  pizzazz. 

Augusta,  Columbus,  Macon  and  Savannah  offer  you  a  dramatic 
perspective  on  the  scope  of  Georgia's  new  sophistication. 

GLASNOST  IS  COMING  TO  SAVANNAH. 

Savannah,  for  instance,  is  a  modern 
deep-water  seaport  that  serves  the 
world's  largest  container  ships,  thus 
enabling  your  company  to  expedite  to 
and  from  any  part  of  the  globe. 

And,  did  you  know  that  Savannah 
also  hums*with  industry?  Union 
Camp,  Great  Dane  Trailers,  and  Dixie 
Crystals  Sugar  have  been  here  for  gen- 
erations. You'll  also  find  a  high-tech  focus.  In  fact,  home-grown  Gulf- 
stream  Aerospace  Corp.  is  working  with  the  Soviets  to  build  the  world's 
first  supersonic  business  jet  right  here  in  Savannah. 

MACON  A.K.A.  "AEROSPACE  ALLEY" 

Macon,  the  geographic  hub  of 
Georgia,  shines  because  it  is  the  city 
closest  to  Atlanta's  International  Air- 
port. It  is  also  the  Interstate  crossroads 
of  a  six-state  consumer  market  with  a 
population  of  36-million  people. 
Scores  of  national  companies  have 
service  centers  here.  And  with  its 
soaring  aerospace  industry- 
companies  like  Boeing,  McDonnell  Douglas,  Zantop,  Northrop- 
Macon's  labor  force  abounds  with  high-tech  engineers  and  computer 
specialists,  as  well  as  machinists,  technicians,  and  metal  workers. 


AMERICA  DISCOVERS  COLUMBUS. 

Columbus- with  its  diverse 
economic  base,  skilled  labor  force  and 
strong  work  ethic-focuses  on  getting 
the  job  done.  Profitably. 

No  wonder  this  international  city 
has  such  a  healthy  variety  of  industry. 
Such  as,  Pratt  &  Whitney's  $200- 
million  precision  aircraft  parts  plant. 
Total  System  Service,  the  nation's 
second  largest  bankcard  data  processor,  with  966  employees.  And 
Hughston  Sports  Medicine  Complex,  the  world's  leading  facility  for 
the  treatment,  re-hab  and  research  of  sports-related  injuries. 

And  no  wonder  Columbus  was  named  one  of  America's  Most 
Entrepreneurial  Cities  by  Inc.  Magazine. 

AUGUSTA  GOES  FOR  THE  GOLD. 

Augusta,  host  city  of  the  annual  Masters  golf  championship,  also 
has  a  serious  business  side. 

Georgia's  second  largest  metro-area,  with  balf-a-million  residents, 
presents  you  with  a  labor  force  skilled  in  precision  manufacturing,  tech- 
nology, data  processing  and  bio-engineering. 

Here,  eleven  major  hospitals  and  the  Medical  College  of  Georgia 
employ  over  25,000  people.  And  45,000  more  skilled  professionals 
work  with  a  variety  of  leading-edge  employers. 

Including  the  Fort  Gordon  communications  training  center.  The 
*  j  Westinghouse  Savannah  River  Site.  And 

G.D.  Searle  and  Company,  manufacturer 
of  quality  medicines.  To  name  just  a  few. 
To  get  more  fads  about  any  one  or  all 
of  these  Georgia  cities,  please  write  to 
Charles  Gatlin,  Georgia  Department  of 
Industry,  Trade  &  Tourism,  Dept.  FBS, 
P.O.  Box  1776,  Atlanta,  GA  30301. 

a  call  us  at  404-656-9306. 
With  cities  like  Augusta, 
Columbus,  Macon  and  Savannah, 
golden  opportunities  can  really 
pan  out  for  you  in  Georgia.  ThC  State  Of  BUSidCSS  T<Xla)f 


GEORGIA 


■  ii:uuKU 


THE  FORBES  500s 


—Where  they 

rank:  1990- 

Company/headquarters 

Sales 

Net 
profits 

Assets 

Market 
value 

135 

45 

168 

42 

McDonald's/Oak  Brook,  IL 

37 

147 

110 

401 

McDonnell  Douglas/St  Louis,  M0 

420 

249 

■ 

223 

McGraw-Hill/New  York,  NY 

117 

152 

218 

88 

MCI  Communications/Washington,  DC 

103 

389 

■ 

449 

McKesson/San  Francisco,  CA 

197 

■ 

387 

360 

Mead/Dayton,  OH 

■ 

■ 

■ 

249 

Medco  Containment/Fair  Lawn,  NJ 

■ 

323 

■ 

190 

Medtronic/Minneapolis,  MN 

263 

247 

61 

484 

Mellon  Bank/Pittsburgh,  PA 

99 

113 

406 

126 

Melville/Rye,  NY 

■ 

■ 

232 

■ 

Mercantile  Bancorp/St  Louis,  M0 

■ 

491 

327 

■ 

Mercantile  Bkshs/Baltimore.  MD 

367 

324 

■ 

403 

Mercantile  Stores/Fairfield,  OH 

■ 

■ 

286 

■ 

Merchants  National/Indianapolis,  IN 

119 

10 

221 

6 

Merck/Rahway,  NJ 

■ 

■ 

145 

■ 

Meridian  Bancorp/Reading,  PA 

■ 

■ 

262 

■ 

Meritor  Savings  Bank/Philadelphia,  PA 

71 

223 

17 

191 

Merrill  Lynch/New  York,  NY 

352 

■ 

■ 

■ 

Fred  Meyer/Portland,  OR 

■ 

■ 

161 

■ 

Michigan  National/Farmington  Hills,  Ml 

■ 

127 

■ 

47 

Microsoft/Redmond,  WA 

350 

■ 

79 

■ 

Midlantic/Edison,  NJ 

■ 

■ 

■ 

483 

Millipore/Bedford,  MA 

50 

22 

156 

25 

Minn  Mining  &  Mfg/St  Paul,  MN 

■ 

461 

■ 

■ 

Minnesota  Power  &  Lt/Duluth,  MN 

273 

■ 

68 

■ 

MNC  Financial/Baltimore,  MD 

6 

8 

36 

16 

Mobil/Fairfax,  VA 

■ 

■ 

■ 

404 

Molex/Lisle,  IL 

■ 

■ 

283 

■ 

Monarch  Capital/Springfield,  MA 

95 

73 

195 

84 

Monsanto/St  Louis,  M0 

■ 

394 

■ 

490 

Montana  Power/Butte,  MT 

78 

48 

11 

67 

JP  Morgan  &  Co/New  York,  NY 

159 

170 

25 

215 

Morgan  Stanley/New  York,  NY 

476 

■ 

■ 

■ 

Morrison  Knudsen/Boise,  ID 

441 

295 

■ 

289 

Morton  International/Chicago,  IL 

74 

84 

207 

75 

Motorola/Schaumburg,  IL 

■ 

■ 

471 

■ 

Multibank  Financial/Dedham.  MA 

411 

372 

■ 

433 

Murphy  Oil/El  Dorado,  AR 

■ 

309 

■ 

265 

Nalco  Chemical/Naperville,  IL 

364 

■ 

■ 

■ 

Nash  Finch/St  Louis  Park,  MN 

328 

185 

11 

309 

National  City/Cleveland,  OH 

■ 

■ 

376 

■ 

Natl  Community  Bks/Maywood,  NJ 

■ 

433 

■ 

365 

National  Health  Labs/La  Jolla,  CA 

324 

■ 

■ 

■ 

National  Intergroup/Pittsburgh,  PA 

238 

176 

386 

169 

National  Medical/Santa  Monica,  CA 

462 

■ 

■ 

■ 

Natl  Semiconductor/Santa  Clara,  CA 

478 

401 

■ 

439 

National  Service/Atlanta,  GA 

■Not  on 

500  list. 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

6,640 

802.3 

10,668 

12,077 

1,295.6 

177.0 

16,255 

1,939 
7,680 
8,337 

306.0 
172.5 

$99.0 
96.4 

14,965 
2,534 
8,249 
2,421 

1,423 
2,813 
6,572 
1,246 

887.0 

239.3 

1,042.0 

175.0 

124.6 
13.8 
21.9 
14.3 

4,772 

31.6 

3.889 

1,668 

279.1 

21.7 

1,162 

40.8 

605 

2,544 

54.2 

3.2 

311 

124.2 

973 

3,331 

164.3 

6.5 

3,403 

174.0 

28,762 

1,143 

291.0 

16.5 

8,687 

385.3 

3.662 

5,147 

509.4 

110.1 

757 

56.7 

7,617 

452 

73.8 

4.4 

495 

68.9 

4,886 

698 

75.6 

2.7 

2,367 

123.6 

1,599 

1,409 

186.8 

23.5 

568 

15.7 

5,818 

265 

26.4 

3.3 

7,672 

1,781.2 

8,030 

40,150 

2,035.2 

35.7 

1,272 

22.5 

11,866 

604 

54.4 

5.8 

792 

-208.6 

6,520 

35 

-180.5 

2.3 

11,213 

191.9 

68,130 

3,310 

478.6 

40.0 

2,476 

33.6 

905 

354 

74.6 

21.4 

1,238 

48.0 

10,956 

292 

93.8 

6.0 

1,478 

355.6 

1,366 

10,837 

410.0 

4.8 

2,495 

-195.0 

23,586 

272 

-136.5 

11.2 

703 

27.8 

734 

1,145 

56.5 

6.0 

13,021 

1,308.0 

11,079 

19,180 

2,157.0 

88.6 

477 

74.6 

1,619 

856 

110.3 

2.3 

3,217 

-439.5 

26,376 

347 

-368.2 

12.6 

57,819 

1,929.0 

41,665 

25,821 

4,611.0 

67.6 

649 

65.9 

669 

1,408 

122.6 

6.5 

430 

-99.6 

6,020 

16 

-89.3 

1.6 

8,995 

546.0 

9,236 

6,984 

1,285.0 

41.6 

842 

95.0 

1,985 

1,109 

155.0 

3.7 

10,465 

775.0 

93,103 

8,354 

775.0 

13.6 

5,870 

2704 

53,526 

2,874 

317.5 

6.9 

1,653 

34.5 

931 

666 

67.9 

12.7 

1,799 

139.2 

1,891 

2,172 

227.3 

9.1 

10,885 

499.0 

8,742 

7,541 

1,289.0 

104.5 

321 

-21.3 

2,993 

61 

-17.1 

16 

2,013 
1,212 
2,369 

101.9 

131.1 

17.8 

2,137 

1,037 

416 

1,297 

2,355 

209 

320.6 
184.0 
43.4 

4.3 

5.7 

11.1 

2,682 

233.5 

23,743 

2,024 

307.4 

15.5 

392 

2.4 

4,056 

209 

11.3 

2.1 

502 

82.6 

37 

1,610 

101.0 

4.9 

2,710 
3,742 
1,713 
1,643 

-282.0 

259.2 

-152.3 

92.5 

1,088 

3,919 

1,176 

961 

346 
3,732 

737 
1,271 

-261.4 

449.8 

31.1 

138.8 

5.3 
45.3 
32.5 
21.3 

262 
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Mid-sized  businesses 
can  use  some  big-league 
insurance  help  right  now" 


Christine  LaSala,  Senior  Vice  President 
and  Deputy  Manager  ofJ&HNew  York,  on 
serving  mid-sized  companies: 

Guiding  a  business  through  a  nervous 
economic  environment  can  be  tough. 

Unfortunately,  for  a  lot  of  mid-sized 
companies  it  might  get  tougher. 

Take  the  workers  compensation 
insurance  problem.  Claims  costs  continue 
to  climb.  In  some  states  insurers  have 
stopped  writing  coverage,  leaving 
employers  grasping  for  solutions. 

And  now  there's  more  bad  employer 
news:  medical  benefit  plan  costs  are  up 
over  40  percent  in  just  two  years — eating 
the  average  company  out  of  nearly  a 
quarter  of  its  earnings. 


On  top  of  it  all  are  new  FASB  accounting 
rules  covering  health  care  benefits  for 
active  and  retired  employees.  Most 
companies  haven't  gathered  the  data 
needed  to  comply,  which  puts  another 
financial  strain  on  mid-sized  operations. 

Big  companies  have  people  to  deal  with 
such  problems.  Mid-sized  businesses 
usually  don't. 

That's  why  they  need  someone  like  us. 

We  may  be  global,  but  we  know  what 
makes  a  smaller  business  tick. 

JOHNSON 
J&OIGGINS 

Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFITCONSULTING  WORLDWIDE. 


You  get  three  wishes. 


■Anti-lock  brakes.  Increased  power.  Leather-trimmed  interior.  The  Accord  SE 
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THE  FORBES  SOOs 

-Where  they  rank:  1990- 

Company/headquarters 

Sales 

Net 

Assets 

Market 

Cash 

Number 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

employees 

profits 

value 

($mil) 

($mil) 

($rnil) 

(thou) 

233 

■ 

429 

■ 

Navistar  Intl/Chicago,  IL 

3,810 

-31.2 

3,418 

1,000 

35.8 

14.1 

327 

169 

66 

222 

NBD  Bancorp/Detroit,  Ml 

2,688 

274.8 

26,747 

2,827 

328.9 

12.5 

134 

121 

18 

205 

NCNB/Charlotte,  NC 

6,682 

365.7  " 

65,285 

3,034 

526.8 

27.7 

146 

119 

346 

92 

NCR/Dayton,  OH 

6,285 

'  369.0 

4,547 

6,336 

694.0 

55.5 

436 

175 

354 

352 

New  England  Electric/Westborough,  MA 

1,855 

262.1 

4,408 

1,714 

524.0 

5.6 

■ 

262 

338 

362 

NY  State  E&G/lthaca,  NY 

1,497 

158.0 

4,736 

1,616 

305.7 

4.6 

446 

■ 

■ 

356 

New  York  Times/New  York,  NY 

1,777 

64.8 

2,150 

1,691 

191.1 

10.5 

■ 

373 

■ 

331 

Newell  Co/Freeport,  IL 

1,073 

101.4 

871 

1,840 

139.7 

10.6 

■ 

131 

■ 

257 

Newmont  Mining/Denver,  CO 

683 

342.6 

951 

2,437 

427.3 

2.8 

277 

432 

228 

316 

Niagara  Mohawk  Power/Syracuse,  NY 

3,155 

82.9 

7,770 

1,957 

331.6 

11.7 

494 

349 

■ 

469 

Nicor/Naperville,  IL 

1,536 

113.5 

2,180 

1,188 

225.4 

3.7 

303 

155 

■ 

188 

NIKE/Beaverton,  OR 

2,894 

295.6 

1,742 

3,378 

324.0 

4.3 

498 

299 

409 

414 

Nipsco  Industries/Hammond,  IN 

1,521 

138.0 

3,625 

1,365 

308.7 

4.7 

302 

343 

■ 

228 

Nordstrom/Seattle,  WA 

2,894 

115.8 

1,903 

2,738 

201.4 

29.0 

202 

71 

173 

86 

Norfolk  Southern/Norfolk,  VA 

4,617 

556.1 

10,523 

6,792 

929.1 

32.0 

■ 

■ 

439 

■ 

Northeast  Bancorp/Shelton,  CT 

343 

-58.8 

3,325 

82 

-50.8 

1.8 

■ 

■ 

323 

■ 

Northeast  Federal/Hartford,  CT 

478 

-101.3 

4,932 

19 

-100.9 

1.2 

337 

204 

258 

279 

Northeast  Utilities/Hartford,  CT 

2,616 

211.0 

6,601 

2,234 

536.4 

8.3 

404 

219 

333 

282 

No  States  Power/Minneapolis,  MN 

2,065 

195.5 

4,762 

2,213 

489.5 

7.5 

■ 

344 

147 

454 

Northern  Trust/Chicago,  IL 

1,323 

115.4 

11,789 

1,226 

142.2 

5.8 

173 

205 

459 

421 

Northrop/Los  Angeles,  CA 

5,490 

210.4 

3,094 

1,354 

397.1 

39.6 

255 

165 

55 

254 

Norwest/Minneapolis,  MN 

3,482 

280.6 

30,626 

2,468 

375.3 

18.2 

■ 

357 

■ 

179 

Novell/Provo,  UT 

526 

1097 

539 

3,482 

132.6 

2.3 

■ 

458 

■ 

361 

Nucor/Charlotte,  NC 

1,482 

75.1 

1,038 

1,652 

160.0 

5.5 

■ 

■ 

214 

■ 

NWNL/Minneapolis,  MN 

1,332 

49.7 

8,474 

371 

58.8 

3.0 

46 

36 

67 

37 

Nynex/New  York,  NY 

13,592 

949.4 

26,651 

14,407 

3,286.7 

94.6 

22 

■ 

90 

114 

Occidental  Petroleum/Los  Angeles,  CA 

21,694       - 

1,688.0 

19,743 

5,483 

-637.0 

54.5 

490 

■ 

500 

■ 

Ogden/New  York,  NY 

1,563 

55.9 

2,693 

825 

113.5 

42.5 

479 

425 

446 

■ 

Ohio  Casualty/Hamilton,  OH 

1,638 

84.1 

3,253 

779 

92.8 

5.2 

383 

164 

225 

224 

Ohio  Edison/Akron,  OH 

2,226 

281.7 

7,842 

2,804 

585.6 

6.8 

■ 

296 

■ 

370 

Oklahoma  G&E/Oklahoma  City,  OK 

1,231 

139.2 

2,523 

1,587 

243.1 

3.8 

■ 

414 

219 

■ 

Old  Kent  Financial/Grand  Rapids,  Ml 

870 

87.5 

8,205 

659 

102.0 

4.6 

■ 

367 

438 

■ 

Old  Republic  Intl/Chicago,  IL 

1,243 

104.7 

3,329 

596 

104.7 

4.9 

■ 

■ 

403 

■ 

Old  Stone/Providence,  Rl 

405 

2.9 

3,673 

69 

15.4 

2.1 

339 

426 

■ 

■ 

din/Stamford,  CT 

2,592 

84.0 

1,866 

815 

207.0 

15.3 

■ 

■ 

■ 

463 

Oracle  Systems/Redwood  City,  CA 

1,059 

57.4 

855 

1,203 

115.7 

5.5 

419 

197 

308 

214 

Oryx  Energy/Dallas,  TX 

1,940 

225.0 

5,252 

2,918 

711.0 

2.8 

278 

459 

■ 

■ 

Owens-Corning/Toledo,  OH 

3,111 

75.0 

1,807 

1,010 

246.0 

18.4 

310 

■ 

477 

418 

Paccar/Bellevue,  WA 

2,778 

63.7 

2,906 

1,361 

115.5 

12.3 

130 

■ 

237 

243 

Pacific  Enterprises/Los  Angeles,  CA 

6,923 

-43.0 

7,291 

2,607 

331.0 

43.1 

90 

33 

85 

48 

Pacific  G&E/San  Francisco,  CA 

9,470 

987.2 

21,958 

10,833 

2,085.0 

26.2 

89 

32 

87 

30 

Pacific  Telesis/San  Francisco,  CA 

9,716 

1,030.0 

21,581 

16,877 

2,945.0 

67.1 

235 

93 

133 

106 

PacifiCorp/Portland,  OR 

3,783 

473.9 

12,372 

5,697 

1,105.5 

16.0 

294 

■ 

97 

■ 

PaineWebber  Group/New  York,  NY 

2,979 

-57.4 

18,151 

539 

-24.2 

12.8 

■ 

481 

■ 

328 

Pall/Glen  Cove,  NY 

611 

70.5 

769 

1,850 

100.3 

6.3 

229 

■ 

■ 

■ 

Pan  Am/New  York,  NY 

3,918 

-447.0 

2,312 

156 

-219.6 

26.1 

293 

■ 

281 

430 

Panhandle  Eastern/Houston,  TX 

2,988 

-218.2 

6,069 

1,319 

27.1 

6.0 

■Not  on 

500  list. 
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Who  just  fit 

Mainframe  Rawer 
in  a  pizza  box? 

Data  General  presents 

the  AViiON  7000 
and  8000  systems. 
(Ready  for 
delivery  today!) 


C  1991  DATA  GENERAL  CORPORATION 


We've 

just  sliced 

mainframe 

power 

down  to  size. 

Data  General's  AViiON  7000  and  8000  systems 

have  117  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 

That's  right.  The  brains  of  these  next-generation  Open  Systems 

occupy  the  same  space  as  your  basic  large  pie. 

Thanks  to  our  new  disk  array  technology, 

you  can  get  an  amazing  48  gigabytes  of  storage 

on  fault  tolerant  disks.  Best  of  all,  this  mainframe  power  is  yours 

for  a  price  starting  at  less  than  $100,000- 

and  it's  available  right  now!  And  we  don't  scrimp  on  software. 

These  binary  compatible  UNIX-based  systems 

support  all  the  leading  databases, 

business  applications  and  communications  software. 

Through  advanced  symmetric  multiprocessing, 

AViiON  offers  large  scale  commercial  system 

performance  that  used  to  take  up  a  whole  room. 

With  both  our  AViiON  Open  Systems  or  our 

ECLIPSE  Family,  Data  General's  22  years  of  mastering 

technology  has  been  making  life  easier 

for  a  lot  of  people.  Now  it's  your  turn. 

For  more  information  call  1-800-DATA  GEN. 
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Sales 


227 

347 
398 
304 
36 
362 


Where  they  rank:  1990- 
Net          Assets 
profits 

Market 
value 

144 

Company/headquarters 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 

($mil) 

Market 
value 
($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

188             268 

Paramount  Commun/New  York,  NY 

3,922 

230.6 

6,404 

4,574 

1,264.7 

12.1 

363              ■ 

468 

Parker  Hannifin/Cleveland,  OH 

2,518 

106.1 

1,986 

1,190 

208.4 

31.0 

382             417 

442 

Penn  Central/Cincinnati,  OH 

2,154 

97.8 

•     3,547 

1,259 

163.3 

16.1 

■               ■ 

■ 

Penn  Traffic/Johnstown,  PA 

2,867 

*32.0 

1,202 

107 

28.1 

23.5 

64             134 

99 

JC  Penney/Dallas,  TX 

16,365 

577.0 

12,325 

6,018 

876.0 

197.0 

130             229 

192 

Pennsylvania  P&L/Allentown,  PA 

2,389 

343.9 

7,735 

3,301 

677.3 

8.1 

390 

398 

307 

213 

Pennzoil/Houston,  TX 

2,180 

93.8 

5,261 

2,924 

278.4 

11.2 

■ 

■ 

245 

■ 

People's  Bank/Bridgeport,  CT 

697 

-84.7 

6,926 

139 

-65.9 

2.5 

35 

31 

102 

15 

PepsiCo/Purchase,  NY 

17,803 

1,076.9 

17,143 

25,930 

1,960.9 

287.0 

■ 

■ 

340 

■ 

Perpetual  Financial/Vienna,  VA 

511 

-146.8 

4,656 

23 

-139.5 

1.6 

142 

46 

200 

29 

Pfizer/New  York,  NY 

6,406 

801.2 

9,052 

17,175 

1,026.0 

42.3 

332 

99 

484 

272 

Phelps  Dodge/Phoenix,  AZ 

2,636 

454.9 

2,827 

2,269 

587.9 

13.7 

414  ■  358  ■  PHH/Hunt  Valley,  MD 

241  365  132  153  Philadelphia  Elec/Philadelphia,  PA 

8  4  31               2  Philip  Morris  Cos/New  York,  NY 

45  75  138             77  Phillips  Petroleum/Bartlesville,  OK 

■  ■  383  ■  PHM/Bloomfield  Hills,  Ml 

486  385  244  ■  Pinnacle  West/Phoenix,  AZ 


1,989 
3,705 
44,323 
13,603 
1,152 
1,597 


35.8 

105.8 

3,540.0 

541.0 

29.7 

97.3 


4,309 

12,566 

46,569 

12,130 

3,993 

7,011 


462 

4,205 

64,357 

7,438 

332 

934 


157 
320 


380 

252 

92 


452 


309 
278 
■ 
384 


296 
129 


385 


Potlatch/San  Francisco,  CA 
Potomac  Electric/Washington,  DC 
PPG  Industries/Pittsburgh,  PA 
Premark  Intl/Oeerfield,  IL 
Premier  Bancorp/Baton  Rouge,  LA 
Premier  Industrial/Cleveland,  OH 


1,253 
1,412 
6,021 
2,721 
397 
639 


98.6 
170.2 
474.8 

52.0 
7.3 

76.6 


1,708 
5,240 
6,108 
2,034 
3,940 
336 


902 

2,108 

5,054 

451 

111 

1,493 


456 

282 

195 

74 

■ 

■ 

■ 

304 

180 

193 

335 

■ 

449  448  Public  Service  Colo/Oenver,  CO 
115  102  Pub  Svc  Enterprise/Newark,  NJ 
341  ■  Puget  Sound  Bancorp/Tacoma,  WA 
■  465  Puget  Sound  P&L/Bellevue,  WA 
461  148  Quaker  Oats/Chicago,  IL 

450  ■  Quantum  Chemical/New  York,  NY 


1,734 
4,800 
487 
935 
5,296 
2,618 


146.1 
542.3 

46.2 
132.3 
227.4 

21.2 


3,230 
14,023 
4,590 
2,588 
3,087 
3,222 


1,250 
5,900 

351 
1,202 
4,352 

426 


658.6 
557.8 
1,907.0 
,349.0 
29.7 
359.9 


184.8 
294.1 
819.6 
153.2 
32.6 
83.7 


259.6 
1,192.8 
54.9 
243.6 
397.8 
181.6 


4.3 

11.1 

161.6 

22.1 

1.8 

8.4 


■ 

■ 

■ 

412 

Pioneer  Hi-Bred  Intl/Des  Moines,  IA 

968 

66.9 

1,239 

1,372 

123.8 

4.3 

276 

203 

282 

161 

Pitney  Bowes/Stamford,  CT 

3,196 

213.3 

6,061 

3,866 

433.9 

30.7 

437 

■ 

■ 

■ 

Pittston/Greenwich,  CT 

1,850 

46.2 

1,120 

670 

100.0 

14.9 

192 

477 

33 

219 

PNC  Financial/Pittsburgh,  PA 

4,880 

70.9 

45,533 

2,843 

145.2 

18.1 

417 

272 

■ 

460 

Polaroid/Cambridge,  MA 

1,972 

151.0 

1,701 

1,214 

238.2 

11.6 

■ 

376 

■ 

■ 

Portland  General/Portland,  OR 

852 

100.0 

2,632 

831 

203.1 

3.5 

7.6 
5.2 
35.3 
25.4 
2.6 
5.2 


168 

318 

■ 

288 

Price  Co/San  Diego,  CA 

5,632 

128.1 

1,506 

2,173 

160.8 

12.9 

150 

117 

91 

198 

Primerica/New  York,  NY 

6,194 

372.9 

19,689 

3,154 

497.0 

23.5 

19 

12 

88 

11 

Procter  &  Gamble/Cincinnati,  OH 

25,848 

1,733.0 

20,607 

28,523 

2,655.0 

84.1 

■ 

400 

499 

436 

Progressive/Mayfield  Heights,  OH 

1,376 

93.4 

2,695 

1,291 

111.3 

6.2 

316 

241 

123 

■ 

Provident  Life  &  Ace/Chattanooga,  TN 

2,751 

179.1 

13,522 

1,052 

218.4 

5.6 

■ 

333 

■ 

■ 

PSI  Resources/Plainfield,  IN 

998 

119.4 

2,041 

946 

222.1 

4.1 

6.6 
13.2 

2.7 

2.5 
30.0 

9.8 


125 

107 

348 

93 

Ralston  Purina/St  Louis,  MO 

7,177 

401.3 

4,519 

6,256 

642.4 

56.2 

92 

70 

277 

120 

Raytheon/Lexington,  MA 

9,268 

557.3 

6,119 

5,294 

860.8 

77.2 

387 

228 

■ 

167 

Reader's  Digest  Assn/Pleasantville,  NY    ' 

2,203 

189.8 

1,707 

3,747 

242.5 

7.4 

395 

244 

■ 

241 

Reebok  1  nternationa  l/Stoughton ,  MA 

2,159 

176.6 

1,403 

2,611 

212.4 

3.1 

242 

337 

159 

■ 

Reliance  Group/New  York,  NY 

3,684 

118.1 

11,011 

457 

118.1 

9.1 

■Not  on  500  list. 
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Did  you  know  that  68,000 

Vision  subscribers  own 

a  week-end  home? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 


VISION 

HWrUUUflHJJIUIJIMUW      N 


l!.lil4'JH/.H;mifEH2HSB 

You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 


A  single  beam  of  light 

can  give  you  the  communications 

power  of  600,000  phone  lines. 


We  II  soon  be  helping  the  world 
communicate  more  efficiently. 


The  future  of  data  transmission  and  retrieval 
is  extremely  bright. 

And  blindingly  fast.  In  a  recent  test  of  optical 
fiber  technology,  Hitachi  achieved  a  world-record 
data  transmission  capacity  of  40  gigabits  per  second. 

Think  of  it  as  pushing  40  billion  units  of 
information—  25  times  the  amount  possible  with 
existing  1.6  gigabit  technology  —  through 
600,000  telephone  lines. 

Do  you  really  need  such  awesome  capability? 

Emerging  communications  media,  such  as 
broad  band  Integrated  Services  Digital  Networks  — 
or  B-ISDN  -  demand  it. 

1  Hitachi,  Ltd  Tokyo, Japan  All  rights  reserved 


These  networks  interactively  transmit  data, 
voice  and  video,  and  will  someday  make  it  possi- 
ble to  carry  on  a  video  conference  with  colleagues 
scattered  around  the  world  while  seated  at  your 
workstation. 

Of  course,  that's  in  the  future.  You  also  need 
a  way  to  manage  information  today. 

Hitachi  CD-ROM  systems  can  help.  They  use 
CDs  similar  to  those  that  hold  music.  But  these 
CDs  are  part  of  a  system  that  stores  and  reads 
data,  voice  and  visual  information  by  laser  beam. 
The  capacity  of  one  CD  is  comparable  to  600 
floppy  disks. 


And  the  power  to  find 

the  information  you're  looking  for 

in  just  0.34  seconds. 


p.. 


We're  currently  giving  individuals  a  link  to  the  world  of  information. 


The  applications  for  CD-ROM  systems  are 
seemingly  endless.  One,  for  example,  gives  access 
to  the  title  of  every  book  in  every  library  in  North 
America. 

Another  presents  an  entire  encyclopedia  to 
you  with  images  and  sound. 

Information  is  accessed  in  just  0.34  seconds, 
the  current  industry  benchmark.  And  reliability  is 
ensured,  in  part,  by  new  technology  which 
virtually  eliminates  the  possibility  of  dust  entering 
the  system. 

Hitachi  is  a  world  leader  in  optical  data  trans- 
mission, storage  and  retrieval,  as  well  as  being 


the  name  behind  a  wealth  of  products  for  home 
and  industrial  use. 

With  16,000  full-time  researchers  and  a  year- 
ly R&D  commitment  of  US$2.7  billion*  we're 
working  on  a  lot  of  bright  ideas. 

*US$2,718  million;  net  R&rD  expenditures  for  the  year  ending  March  31, 1990.  US$1  =  ¥158 

For  more  information  about  the  CD-ROM  systems,  call  toll-free 
1-800-HITACHl. 
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Company/headquarters 

Sales 

Net 

Assets 

Market 

Cash 

Number 
employees 

Sales 

II 1 ICI  C    LI  ICJf 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

mai  r\Cl 

value 

vOSI  1 

flow 

profits 

value 

($mil) 

($mil) 

($mil) 

(thou) 

311 

216 

58 

320 

Republic  New  York/New  York.  NY 

2,772 

201.2 

29,597 

1.892 

215.3 

4.1 

156 

154 

261 

180 

Reynolds  Metals/Richmond,  VA 

6,022 

296.6 

6,527 

3,481 

510.8 

30.8 

301 

■ 

108 

Rhone-Poulenc  Rorer6/Tort  Washington,  PA 

2.917 

1.0 

"  4,085 

5.619 

145.7 

16.0 

■ 

■ 

243 

■ 

Riggs  National/Washington,  DC 

728  , 

-£.2 

7,051 

145 

-45.4 

2.4 

264 

368 

■ 

339 

Rite  Aid/Harnsburg,  PA 

3,373 

103.3 

1,674 

1,805 

195.0 

30.0 

43 

■ 

48 

55 

RJR  Nabisco/New  York,  NY 

13,879 

^62.0 

32,915 

9,424 

588.0 

55.0 

296 

334 

■ 

330 

Roadway  Services/Akron,  OH 

2,971 

119.1 

1,341 

1.843 

270.8 

35.3 

■ 

■ 

357 

■ 

Rochester  Community/Rochester,  NY 

449 

7.9 

4,316 

112 

18.9 

1.6 

55 

57 

188 

90 

Rockwell  Intl/EI  Segundo,  CA 

12,432 

620.0 

9,562 

6,379 

1,242.7 

105.3 

308 

210 

498 

200 

Rohm  &  Haas/Philadelphia,  PA 

2,824 

206.8 

2,702 

3,071 

366.1 

13.0 

497 

■ 

■ 

■ 

Rose's  Stores/Henderson,  NC 

1,525 

-27.8 

454 

68 

-9.0 

21.5 

495 

288 

■ 

156 

Rubbermaid/Wooster,  OH 

1,534 

143.5 

1,114 

3,960 

198.9 

8.7 

■ 

498 

■ 

■ 

Russell/Alexander  City,  AL 

714 

67.9 

795 

970 

120.5 

13.8 

188 

■ 

298 

441 

Ryder  System/Miami,  FL 

5,162 

42.7 

5,502 

1,262 

658.8 

41.3 

■ 

■ 

388 

■ 

Ryland  Group/Columbia.  M0 

1,313 

21.8 

3,860 

242 

41.7 

2.4 

287 

167 

170 

264 

Safeco/Seattle.  WA 

3,043 

278.4 

10,553 

2,377 

312.1 

8.6 

■ 

■ 

■ 

332 

Safety-Kleen/EIgm,  IL 

589 

55.2 

719 

1,829 

101.5 

5.5 

39 

416 

337 

398 

Safeway/Oakland,  CA 

14,874 

87.1 

4.739 

1,447 

363.3 

112.3 

■ 

■ 

■ 

294 

St  Jude  Medical/Saint  Paul.  MN 

175 

64.7 

278 

2,117 

69.0 

0.5 

■ 

■ 

431 

■ 

St  Paul  Bancorp/Chicago,  IL 

339 

-5.5 

3,417 

141 

-1.8 

1.0 

221 

112 

137 

217 

St  Paul  Cos/St  Paul,  MN 

4,005 

391.3 

12,204 

2,861 

457.8 

12.2 

96 

150 

8 

207 

Salomon/New  York.  NY 

8,946 

303.0 

109,877 

3,004 

384.0 

8.9 

448 

209 

407 

250 

San  Diego  G&E/San  Diego,  CA 

1,772 

207.8 

3,657 

2,518 

393.7 

4.2 

378 

■ 

314 

446 

Santa  Fe  Pacific/Schaumburg,  IL 

2,297 

-101.2 

5,066 

1,254 

95.1 

17.6 

59 

82 

227 

61 

Sara  Lee/Chicago,  IL 

12,184 

500.3 

7,780 

9.012 

877.6 

104.8 

■ 

238 

456 

394 

Scana/Columbia,  SC 

1,133 

181.6 

3,145 

1,472 

302.0 

4.4 

124 

47 

99 

64 

SCEcorp/Rosemead,  CA 

7,199 

786.4 

17,477 

8,549 

1,670.6 

17.0 

267 

67 

374 

49 

Schering-Plough/Madison,  NJ 

3,323 

565.1 

4,103 

10,774 

687.0 

20.5 

■ 

■ 

367 

■ 

Charles  Schwab/San  Francisco,  CA 

626 

16.8 

4,188 

468 

65.9 

2.9 

176 

280 

249 

216 

Scott  Paper/Philadelphia,  PA 

5,356 

148.0 

6,901 

2,872 

493.9 

30.1 

■ 

■ 

■ 

392 

EW  Scripps/Cincmnati.  OH 

1,297 

48.0 

1,521 

1.472 

201.4 

10.0 

330 

377 

■ 

■ 

Seagate  Technology/Scotts  Valley.  CA 

2,668 

99.7 

1,846 

898 

264.3 

35.8 

7 

37 

10 

45 

Sears,  Roebuck/Chicago,  IL 

55,972 

902.0 

96,253 

11,195 

1,6086 

480.0 

■ 

■ 

492 

■ 

Security  Bancorp/Southgate,  Ml 

320 

30.3 

2,759 

202 

35.9 

2.3 

79 

259 

15 

211 

Security  Pacific/Los  Angeles.  CA 

10,327 

161.3 

84,731 

2,946 

296.3 

40.9 

384 

■ 

■ 

■ 

Sequa/New  York,  NY 

2,211 

32.7 

2,517 

563 

127.0 

18.1 

■ 

■ 

■ 

482 

Service  Corp  Intl/Houston,  TX 

563 

63.5 

1,655 

1,147 

90.7 

9.8 

260 

■ 

■ 

■ 

Service  Merchandise/Nashville,  TN 

3,435 

60.7 

1,653 

509 

1316 

21.5 

■ 

■ 

433 

■ 

SFFed  Corp/San  Francisco,  CA 

367 

2.0 

3,366 

72 

7.0 

0.8 

474 

■ 

■ 

■ 

Shaw  Industries/Dalton,  GA 

1,659 

59.5 

791 

690 

115.4 

12.7 

318 

■ 

78 

■ 

Shawmut  National/Hartford,  CT 

2,741 

-133.0 

23,703 

433 

-79.3 

12.0 

381 

326 

■ 

321 

Sherwin-Williams/Cleveland,  OH 

2,267 

122.7 

1,504 

1.891 

174.2 

16.6 

151 


375 

■ 

434 

267 

108 

455 

Sigma-Aldrich/St  Louis,  MO 
Signet  Banking/Richmond,  VA 
Smith's  Food  &  Drug/Salt  Lake  City,  UT 
Snap-on  Tools/Kenosha,  Wl 
Society/Cleveland,  OH 


529 

71.2 

525 

1,712 

92.3 

4.0 

1,431 

41.4 

11,405 

338 

71.3 

6.4 

2,031 

34.3 

892 

995 

74.9 

15.2 

932 

100.8 

908 

1,295 

125.1 

7.5 

1,719 

155.2 

15,110 

1,226 

1983 

9.0 

272 
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The  fall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer. 


"We  knew  this 

man  had  an 

interest  in  fish- 

W ^        T».    W 

ing'/  recalls  Kris. 

"So  we  helped 

-        ' 

him  turn  that 

JHHp 

into  a  rewarding, 

^L   A 

full-time  career!' 

A    ■ 

First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy,  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody. 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


THERE  WHEN  IT  COUNTS. 


Continental 
Insurance 


1 
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-Where  they  rank:  1990- 
Net         Assets 
profits 

Company/headquarters 

Market 
value 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 

($mil) 

Market 

value 

($mil) 

Cash 

flow 

($mil) 

Number 

employees 

(thou) 

Sales 

■ 

■ 

390 

■ 

Society  for  Savings/Hartford,  CT 

476 

-52.4 

3,829 

80 

-47.1 

0.8 

■ 

355 

451 

322 

Sonat/Birmingham,  AL 

1,509 

110.7 

3,196 

1,886 

310.4 

5.2 

472 

■ 

■ 

374 

Sonoco  Products/Hartsviile,  SC 

1,669 

50.4 

"  1,113 

1,572 

122.5 

14.8 

■ 

315 

■ 

■ 

Sotheby's  Holdings/New  York,  NY 

465  . 

1&5 

652 

736 

142.1 

1.6 

■ 

■ 

242 

■ 

South  Carolina  Natl/Columbia,  SC 

696 

49.9 

7,051 

425 

70.8 

3.9 

482 

■ 

124 

■ 

Southeast  Banking/Miami,  FL 

1,617 

-199.2 

13,390 

195 

-169.2 

8.2 

110 

62 

81 

62 

Southern  Co/Atlanta,  GA 

7,975 

604.0 

22,866 

8,838 

1,589.0 

30.4 

■ 

■ 

437 

■ 

Southern  Natl/Lumberton,  NC 

358 

22.9 

3,342 

249 

30.0 

2.2 

481 

306 

428 

303 

So  N  England  Telecom/New  Haven,  CT 

1,619 

132.1 

3,431 

2,060 

385.0 

12.5 

■ 

483 

201 

■ 

SouthTrust/Birmingham,  AL 

868 

69.7 

9,006 

506 

86.3 

4.6 

■ 

■ 

392 

■ 

Southwest  Gas/Las  Vegas,  NV 

863 

37.2 

3,764 

328 

88.8 

2.2 

93 

30 

83 

33 

Southwestern  Bell/St  Louis,  MO 

9,113 

1,101.4 

22,195 

16,232 

2,792.6 

66.5 

■ 

356 

■ 

476 

Southwestern  Pub  Svc/Amarillo,  TX 

742 

110.1 

1,638 

1,171 

166.3 

2.2 

413 

■ 

■ 

■ 

Spiegel/Oak  Brook,  IL 

1,993 

61.5 

1,744 

844 

94.3 

11.2 

429 

■ 

■ 

■ 

Springs  Industries/Fort  Mill,  SC 

1,878 

-6.8 

1,201 

453 

74.6 

22.8 

475 

328 

■ 

337 

Square  D/Palatine,  IL 

1,653 

120.7 

1,460 

1,823 

180.0 

19.0 

■ 

■ 

192 

■ 

Standard  Fedl  Bank/Troy,  Ml 

911 

40.1 

9,297 

295 

60.4 

2.3 

415 

362 

■ 

396 

Stanley  Works/New  Britain,  CT 

1,977 

106.6 

1,494 

1,457 

180.9 

17.8 

■ 

■ 

271 

■ 

Star  Banc/Cincinnati,  OH 

663 

64.9 

6,295 

614 

82.8 

3.6 

■ 

340 

148 

353 

State  Street  Boston/Boston,  MA 

1,320 

117.3 

11,651 

1,714 

151.0 

7.9 

162 

392 

256 

■ 

Stone  Container/Chicago,  IL 

5,756 

95.4 

6,690 

795 

352.4 

32.3 

■ 

480 

■ 

■ 

Storage  Technology/Louisville,  CO 

1,141 

70.6 

1,048 

996 

180.5 

9.2 

248 

151 

37 

141 

Student  Loan/Washington,  DC 

3,619 

300.9 

41,124 

4,584 

300.9 

2.3 

■ 

■ 

330 

■ 

Sumitomo  Bank  Calif/San  Francisco,  CA 

500 

44.9 

4,795 

218 

51.7 

1.7 

■ 

■ 

397 

■ 

Summit  Bancorp/Chatham,  NJ 

384 

-12.8 

3,718 

223 

-6.3 

1.8 

61 

217 

202 

178 

Sun  Co/Radnor,  PA 

11,812 

199.0 

9,000 

3,504 

684.0 

21.3 

314 

273 

■ 

206 

Sun  Microsystems/Mountain  View,  CA 

2,763 

151.0 

2,180 

3,028 

399.3 

10.8 

483 

346 

■ 

491 

Sundstrand/Rockford,  IL 

1,600 

114.3 

1,582 

1,108 

189.6 

13.1 

261 

129 

47 

182 

SunTrust  Banks/Atlanta,  GA 

3,408 

350.4 

33,411 

3,455 

435.5 

19.9 

■ 

■ 

442 

■ 

Sunwest  Financial/Albuquerque,  NM 

328 

-1.8 

3,294 

123 

6.8 

2.3 

444 

■ 

■ 

■ 

Super  Food  Services/Dayton,  OH 

1,792 

16.9 

326 

175 

24.1 

2.2 

65 

271 

479 

302 

Super  Valu  Stores/Minneapolis,  MN 

11,515 

151.4 

2,874 

2,068 

293.4 

40.4 

113 

283 

■ 

194 

Sysco/Houston,  TX 

7,863 

145.2 

2,146 

3,257 

233.9 

19.2 

■ 

■ 

285 

■ 

Talman  Home  Federal/Chicago,  IL 

534 

13.2 

5,888 

41 

42.5 

1.8 

■ 

383 

■ 

299 

Tambrands/Lake  Success,  NY 

632 

97.8 

381 

2,094 

111.0 

4.3 

430 

381 

■ 

424 

Tandem  Computers/Cupertino,  CA 

1,873 

98.1 

1,882 

1,332 

231.8 

10.2 

201 

174 

420 

258 

Tandy/Fort  Worth,  TX 

4,648 

263.3 

3,514 

2,420 

359.8 

3.9 

■ 

■ 

368 

■ 

TCF  Financial/Minneapolis,  MN 

471 

-20.7 

4,186 

98 

7.3 

2.4 

■ 

294 

■ 

324 

TECO  Energy/Tampa,  FL 

1,097 

139.4 

2,513 

1,876 

260.4 

4.5 

253 

■ 

135 

115 

Tele-Communications/Denver,  CO 

3,511 

-213.1 

12,277 

5,386 

428.9 

33.5 

258 

486 

■ 

459 

Teledyne/Los  Angeles,  CA 

3,446 

69.2 

1,666 

1,219 

159.8 

34.2 

360 

186 

226 

310 

Temple-lnland/Diboll,  TX 

2,401 

232.5 

7,834 

2,020 

377.0 

12.9 

41 

69 

93 

116 

Tenneco/Houston,  TX 

14,511 

561.0 

19,034 

5,367 

1,037.0 

91.0 

9 

16 

70 

31 

Texaco/White  Plains,  NY 

40,899 

1,450.0 

25,975 

16,588 

3,108.0 

38.1 

137 

■ 

315 

201 

Texas  Instruments/Dallas,  TX 

6,567 

-39.0 

5,048 

3,067 

502.0 

72.1 

206 

40 

95 

80 

Texas  Utilities/Dallas,  TX 

4,543 

850.8 

18,651 

7,215 

1,215.7 

15.2 

112 

163 

111 

236 

Textron/Providence,  Rl 

7,918 

283.0 

14,892 

2,651 

503.0 

56.0 

■Not  on 

500  list. 
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Did  you  hear  the  one  about 

the  Marketing  Director  who  missed 

the  $20  billion  golf  market? 


If  you're  not  using  the  marketing  power  of  gol£  you're  missing  an 
affluent,  highly  influential  market  projected  to  grow  to  30  million 
(U.S.  golfers)  by  the  year  2000.  A  market  that  today  is  generating 
$20  billion  in  annual  sales  and  activities. 

Call  us  today  to  arrange  a  customized  presentation.  Well  show  you 
12  different  ways  the  marketing  power  of  golf  can  work  for  you 

And  that's  no  joke.  (203)  373-7017.  /1/lf  r 

DURST 

THE  GOLF  COMPANY' 
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You  want  your  bookcase  to  match 
your  new  curtains?  No  problem  -  just  go 
to  any  good  paint  store.  Redecorating  an 
entire  urban  center  with  the  colors  found 
in  200-year-old  paintings,  prints  and  archi- 
tectural drawings,  however,  is  a  problem 
of  a  somewhat  different  order.  For  this 


you  need  a  company  like  Akzo  to  do  the  job. 
Ten  years  ago,  the  old  town  center 
of  Turin  was  shrouded  in  a  drab,  mono- 
chrome ocher  yellow  -  the  result  of  cen- 
turies of  weathering  and  neglect  The  orig- 
inal color  scheme,  rediscovered  by  two 
Italian  architects  in  museums  and  archives, 


was  analyzed  by  Akzo  and  faithfully  n 
produced  in  modern,  affordable  coatings 
Turin  now  boasts  one  of  the  mo 
beautiful  inner  cities  anywhere  in  the 
world,  and  one  that  serves  as  a  sour< 
of  inspiration  to  many  others.  Barcelon 
for  example,  recently  decided  to 
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fore the  past  splendor  of  the  Ramblas, 
lin's  most  famous  boulevard,  in  time 

the  coming  Olympic  Games, 
ire  too,  Akzo  has  been  asked  to  help. 
If  you  would  like  to  know  more  about 

coatings  or  other  activities  in  the  fields 
chemicals,  fibers,  salt  and  health 


care,  please  write  to  Akzo  America  Inc.,  Corp. 
Comm.  Dept,  111  West  40th  Street,  New  York, 
N.Y.  10018.  With  some  70,000  people 
working  in  50  countries  we're  one  of  the 
largest  chemical  companies  in  the  world. 

CREATING  THE  RIGHT  CHEMISTRY. 


AKZO 
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-Where  they 

rank:  1990- 

Company/headquarters 

Sales 

Net 

Assets 

Market 

Cash 

Number 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

employees 

profits 

value 

($mil) 

($mil) 

($mil) 

(thou) 

64 

■ 

71 

100 

Time  Warner/New  York.  NY 

11,517 

-227.0 

25,337 

5,980 

911.0 

38.1 

247 

240 

365 

171 

Times  Mirror/Los  Angeles,  CA 

3,621 

180.5 

4,193 

3,694 

425.6 

29.1 

463 

■ 

■ 

■ 

Timken/Canton.  OH 

1,701 

55.2 

"     1,815 

734 

156.5 

18.1 

356 

462 

■ 

488 

TJX  Cos/Framingham,  MA 

2,446 

'74.1 

1,047 

1,117 

122.6 

25.0 

442 

190 

296 

226 

Torchmark/Birmingham,  AL 

1,796 

229.2 

5,536 

2,762 

249.2 

6.0 

397 

325 

■ 

■ 

Tosco/Stamford,  CT 

2,158 

123.2 

949 

642 

169.5 

1.7 

172 

138 

412 

76 

Toys  'R'  Us/Paramus,  NJ 

5,510 

326.0 

3,582 

7,454 

405.1 

38.0 

133 

172 

53 

230 

Transamerica/San  Francisco,  CA 

6,703 

266.3 

31,784 

2,703 

430.2 

16.9 

279 

■ 

345 

■ 

Transco  Energy/Houston,  TX 

3,081 

41.2 

4,549 

954 

249.6 

5.5 

68 

■ 

24 

267 

Travelers/Hartford,  CT 

11,314 

-178.0 

55,356 

2,345 

-122.8 

34.5 

370 

■ 

470 

239 

Tribune/Chicago,  IL 

2,353 

-63.5 

3,001 

2,645 

77.4 

16.6 

418 

■ 

■ 

■ 

Trinova/Maumee,  OH 

1,955 

45.5 

1,314 

649 

116.7 

20.5 

■  ■  400  ■  Trustmark/iackson,  MS 
107  208  294  269  TRW/Cleveland,  OH 

■  ■  ■  312  Turner  Broadcasting/Atlanta.  GA 
272  ■  ■  ■  Turner  Corp/New  York.  NY 

244  ■  423  ■  TW  Holdings/Spartanburg,  SC 

■  379  ■  ■  20th  Century  Inds/Woodland  Hills,  CA 


333 

312 

■ 

273 

Tyco  Laboratories/Exeter,  NH 

231 

321 

■ 

246 

Tyson  Foods/Springdale,  AR 

72 

396 

222 

199 

UAL/Chicago,  IL 

■ 

■ 

130 

■ 

UJB  Financial/Princeton,  NJ 

469 

281 

105 

■ 

Union  Bank/San  Francisco,  CA 

305 

189 

355 

229 

Union  Camp/Wayne,  NJ 

122 
409 
127 


83 


146  208  281  Union  Carbide/Danbury,  CT 

157  289  203  Union  Electric/St  Louis,  M0 

59  128  82  Union  Pacific/Bethlehem,  PA 

■  382  ■  Union  Planters/Memphis,  TN 
342  ■  406  Union  Texas  Petrol/Houston.  TX 

■  179  ■  Unisys/Blue  Bell,  PA 


341 
8,169 

1,391 

3,258 

3,682 

800 

2,633 
3,826 
11,037 
1,305 
1,686 
2,840 

7,621 
2,023 
6.964 
427 
1,283 
10,111 


29.1 
208.0 
-15.6 
-10.8 

-67.8 
98.7 

130.0 
125.9 
94.5 
-5.6 
146.5 
229.6 

308.0 
294.2 
618.0 
22.7 
116.0 
-436.7 


3,700 
5,555 
2,153 
782 
3,496 
1,236 

2,470 
2,551 
7,994 
12,818 
16,313 
4,400 

8,733 
5,702 

13,078 
4,005 
2,102 

10,289 


187 

2,340 

1,977 

70 

433 

925 

2,259 
2,588 
3,080 
485 
757 
2,715 

2,216 
3,051 
7,187 

164 
1,403 

870 


40.1 
660.0 
128.1 
0.1 
142.1 
103.7 

204.2 
257.3 
654.1 
11.4 
170.5 
460.0 

784.0 
578.5 
1,315.0 
36.9 
302.2 
315.5 


392 

231 

189 

314 

UNUM/Portland,  ME 

288 

97 

405 

70 

Upjohn/Kalamazoo,  Ml 

87 

26 

65 

36 

US  West/Englewood,  CO 

138 

■ 

259 

■ 

USAir  Group/Arlington,  VA 

207 

■ 

118 

■ 

USF&G/Baltimore,  MD 

■Not  on  500  list. 


2.0 

75.0 

3.6 

3.1 

109.0 
1.8 

14.3 
43.0 
74.0 
6.4 
7.3 
19.9 

37.7 
7.1 

48.3 
2.5 
1.9 

78.8 


■ 

■ 

377 

335 

UA  Entertainment/Englewood,  CO 

1,426 

-94.6 

4,039 

1,826 

133.8 

20.5 

■ 

■ 

362 

■ 

United  Missouri  Bcsh/Kansas  City,  M0 

407 

37.2 

4,272 

362 

50.3 

2.8 

424 

235 

98 

366 

US  Bancorp/Portland,  OR 

1,920 

182.7 

17,613 

1,609 

194.5 

9.8 

■ 

446 

■ 

268 

US  Healthcare/Blue  Bell,  PA 

1,297 

77.5 

613 

2,342 

85.6 

1.9 

312 

■ 

■ 

■ 

US  Shoe/Cincinnati,  OH 

2,771 

51.7 

1,266 

536 

127.5 

49.0 

■ 

■ 

■ 

247 

US  Surgical/Norwalk,  CT 

514 

46.0 

461 

2,564 

71.8 

3.9 

■ 

■ 

489 

■ 

US  Trust/New  York,  NY 

394 

11.7 

2,778 

329 

25.8 

2.1 

23 

51 

107 

107 

United  Technologies/Hartford,  CT 

21,442 

750.6 

15,918 

5,694 

1,450.5 

197.0 

102 

144 

171 

125 

United  Telecom/Kansas  City,  MO 

8,345 

308.7 

10,553 

5,158 

1,391.9 

42.2 

■ 

305 

366 

305 

Unitrin/Chicago,  IL 

1,225 

132.2 

4,192 

2,048 

132.2 

8.2 

289 

■ 

■ 

■ 

Universal/Richmond,  VA 

3,004 

34.3 

1,626 

475 

61.4 

20.0 

73 

108 

184 

96 

Unocal/Los  Angeles,  CA 

10,945 

401.0 

9,774 

6.188 

1,425.0 

174 

2,170 

185.2 

9,514 

1,964 

185.2 

4.8 

3,033 

455.7 

3,668 

8,270 

580.0 

19.0 

9,957 

1,198.9 

27,050 

15,408 

3,043.8 

68.0 

6,559 

-454.4 

6,574 

884 

-167.4 

51.8 

4,535 

-569.4 

13,911 

799 

-490.2 

12.6 
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■      Wl      DCS 


To  eleven 
million 

commuters 

thisisa 

thiriktank. 


All  across  America,  millions  of  car  radios  are  tuned  to  newsmagazines 

from  National  Public  Radio* —  Morning  Edition*  with  Bob  Edwards  and 

All  Things  Considered!  Listen  in.  It  just  could  become  a  driving  habit.  For  the 

NPR9  station  near  you,  call  National  Public  Radio  at  202-822-2323. 

National  Public  Radio's 
Morning  Edition  and  All  Things  Considered 

Morning  Edition,  All  Things  Considered  and  NPR  are  registered  trademarks  of  National  Public  Radio. 


WE  WERE  DOING  BUSINESS  IN  THE  PACIFIC  RIM  WHEN 
THE  FIGURING  WAS  DONE  ON  AN  ABACUS.  The  AIG  Companies 
have  been  doing  business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact  we  began  providing  insurance  in 
Shanghai  in  1919.  and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business 


in  worldwide.  Our  experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and 
insurance  needs  give  A1G  people  a  unique  advantage  when  serving  multinational  businesses  around  the  world. 
Whether  it's  computers,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc.,  Dept  A.  7(>  Pine  Street.  New  York.  NY  10270. 


■  iflKUL'U 


THE  FORBES  SOOs 


—Where  they  rank:  1990- 

Company/headqusier: 

Sales 

Net 

Assets 

Market 

Cash 

Number 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

employees 

profits 

value 

■ 

($mil) 

($mil) 

($mil) 

(thou) 

425 

■ 

■ 

USG/Chicago,  IL 

1,915 

-90.0 

1,675 

138 

-14.0 

12.7 

■ 

493 

343 

■ 

USLife/New  York,  NY 

1,236 

68.6 

4,573 

578 

79.6 

2.1 

■ 

198 

* 

140 

UST  Inc/Greenwich.  CT 

751 

.    223.3  ' 

623 

4,632 

242.9 

3.6 

27 

43 

101 

74 

USX/Pittsburgh,  PA 

19,326 

C  818.0 

17,268 

7,699 

2,122.0 

51.5 

■ 

395 

■ 

■ 

Valero  Energy/San  Antonio,  TX 

1,169 

94.7 

1,254 

876 

130.3 

1.8 

471 

464 

447 

498 

Valhi/Oallas,  TX 

1,671 

73.7 

3,243 

1,077 

159.4 

11.8 

■ 

■ 

416 

■ 

Valley  Bancorp/Appleton,  Wl 

347 

29.0 

3,551 

256 

40.0 

2.5 

■ 

■ 

495 

■ 

Valley  Federal  S&L/Van  Nuys,  CA 

309 

-43.2 

2,721 

6 

-29.9 

0.7 

■ 

■ 

172 

■ 

Valley  National/Phoenix,  AZ 

1,142 

7.5 

10,551 

368 

34.0 

7.4 

338 

435 

■ 

413 

VF/Reading,  PA 

2,613 

81.1 

1,853 

1,368 

179.0 

42.4 

484 

■ 

380 

231 

Viacom/New  York,  NY 

1,600 

-89.8 

4,028 

2,682 

47.6 

5.0 

177 

■ 

■ 

475 

Vons  Cos/Los  Angeles,  CA 

5,334 

49.7 

1,713 

1,172 

123.5 

34.5 

■ 

331 

■ 

432 

Vulcan  Materials/Birmingham.  AL 

1,105 

120.3 

1,118 

1,300 

220.4 

6.6 

359 

■ 

■ 

■ 

Waban/Natick.  MA 

2,410 

18.4 

580 

415 

36.5 

12.8 

14 

23 

152 

5 

Wal-Mart  Stores/Bentonville,  AR 

32,742 

1,291.0 

11,389 

42,413 

1,637.6 

299.0 

149 

243 

■ 

155 

Walgreen/Deerfield,  IL 

6,201 

178.1 

2,022 

4,139 

250.2 

47.8 

365 

■ 

■ 

■ 

Wang  Laboratories/Lowell,  MA 

2,369 

-6654 

1,750 

710 

-475.8 

23.0 

199 

87 

444 

53 

Warner-Lambert/Morris  Plains,  NJ 

4,687 

484.9 

3,261 

9,807 

604.6 

34.4 

■ 

■ 

247 

■ 

Washington  Mutual/Seattle,  WA 

727 

0.9 

6,922 

296 

6.7 

2.0 

■ 

246 

■ 

234 

Washington  Post/Washington,  DC 

1.439 

174.6 

1,497 

2,669 

269.3 

6.2 

■ 

413 

■ 

■ 

Washington  Water/Spokane,  WA 

554 

87.6 

1,406 

691 

139.9 

2.2 

155 

53 

174 

26 

Waste  Management/Oak  Brook,  IL 

6,034 

709.3 

10,518 

18,388 

1,210.6 

52.0 

■ 

418 

■ 

426 

Weis  Markets/Sunbury,  PA 

1,272 

86.8 

694 

1,331 

110.0 

14.9 

160 

52 

23 

173 

Wells  Fargo/San  Francisco,  CA 

5,843 

711.5 

56,199 

3,646 

8868 

20.7 

■ 

■ 

342 

■ 

West  One  Bancorp/Boise,  ID 

465 

42.6 

4.587 

353 

55.1 

3.1 

■ 

■ 

494 

■ 

Western  Capital  Inv/Denver,  CO 

285 

-76.2 

2,723 

30 

-73.7 

1.2 

52 

171 

84 

69 

Westinghouse/Pittsburgh,  PA 

12,915 

268.0 

22,033 

8,306 

631.0 

115.8 

361 

261 

441 

323 

Westvaco/New  York,  NY 

2,399 

158.4 

3,309 

1.883 

331.8 

15.0 

170 

■ 

■ 

■ 

Wetterau/Hazelwood,  M0 

5,588 

50.1 

1,200 

604 

94.7 

14.7 

94 

111 

104 

143 

Weyerhaeuser/Tacoma,  WA 

9,024 

3937 

16,356 

4,575 

910.1 

42.9 

■ 

402 

■ 

■ 

Wheeling  Pittsburgh/Wheeling,  WV 

1,091 

92.4 

1,578 

33 

142.3 

6.3 

136 

469 

292 

327 

Whirlpool/Benton  Harbor,  Ml 

6,623 

72.0 

5,614 

1,858 

319.0 

37.8 

375 

■ 

■ 

245 

Whitman/Chicago,  IL 

2,305 

-31.3 

2,196 

2,597 

53.0 

15.1 

■ 

■ 

480 

■ 

Whitney  Holding/New  Orleans,  LA 

236 

-174 

2,872 

126 

-9.9 

1.3 

■ 

419 

■ 

■ 

Whittaker/Los  Angeles,  CA 

189 

86.7 

246 

109 

96.9 

1.5 

427 

313 

■ 

453 

Willamette  Inds/Portland,  OR 

1,905 

129.6 

1,965 

1,227 

237.2 

9.8 

438 

450 

378 

438 

Williams  Cos/Tulsa,  OK 

1,822 

77.0 

4,034 

1,272 

238.4 

4.3 

■ 

500 

389 

■ 

Wilmington  Trust/Wilmington,  DE 

428 

67.0 

3,834 

713 

73.0 

1.9 

85 

260 

■ 

220 

Winn-Dixie  Stores/Jacksonville,  FL 

9,963 

159.2 

1.706 

2,835 

274.1 

97.5 

■ 

229 

434 

277 

Wisconsin  Energy/Milwaukee,  Wl 

1,443 

186.7 

3,361 

2,240 

3314 

5.7 

480 

497 

■ 

■ 

Witco/New  York,  NY 

1,631 

68.0 

1,179 

758 

128.1 

7.3 

88 

142 

359 

158 

Woolworth/New  York,  NY 

9,789 

317.0 

4,305 

3,956 

551.0 

140.0 

■ 

339 

■ 

275 

Wm  Wrigley  Jr/Chicago,  IL 

1,111 

117.4 

564 

2,252 

144.2 

5.8 

34 

179 

54 

132 

Xerox/Stamford,  CT 

17,973 

243.0 

31,495 

4,934 

934.0 

110.3 

376 

■ 

■ 

■ 

Yellow  Freight  Sys/Overland  Park,  KS 

2,302 

65.3 

1,116 

801 

193.5 

28.9 

■ 

■ 

415 

■ 

Zions  Bancorporation/Salt  Lake  City,  UT 

344 

26.6 

3,559 

217 

35.8 

2.1 

■Not  on 

500  list. 
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ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Month 


Surround  Yourself  With  Panasonic 

Panasonic  adds  the  dimension  of  surround 
sound  to  the  home  satellite  viewing  expe- 
rience with  the  PS-700EX  satellite  receiver. 
The  PS-700EX  is  a  fully  intergrated 
receiver/descrambler  that  features  a  Dolby® 
surround  sound  processor  with  four  built-in 
audio  amplifiers,  enabling  one  to  take 
advantage  of  programming  that  features 
surround  sound  signals.  Connect  the  PS- 
700EX  to  your  stereo  TV/monitor  along  with 
a  pair  of  external  speakers.  Also  features 
two  additional  audio  settings,  UHF  remote 
control,  a  VideoCipher  II  Plus,  descrambler, 
programmable  actuator  with  28  satellite 
memory,  user  programmable  favorite  chan- 
nel memory,  direct  satellite  access  and  a 
parental  lock.  Contact  Panasonic  Commu- 
nications &  Systems  Co.,  Video  Communi- 
cations Division,  One  Panasonic  Way, 
Secaucus,  NJ  07094,  (201)  392-4108. 


The  Pioneer  Laser  Entertainment 
Combination  Player  Allows  Con- 
sumers To  Listen  To  Music  And 

Sing-Along 


Pioneer  Laser  Entertainment's  Laser 
Karaoke  combination  player,  model  CLD- 
V710,  allows  consumers  to  enjoy  Laser 
Karaoke  video  sing-along  at  home  and  play 
all  sizes  .of  compact  discs  (CDs)  and 
LaserDiscs  (LDs).  A  special  Vocal  Partner 
feature  enables  users  to  override  vocal 
tracks  on  most  CDs  and  all  Laser  Karaoke 
discs  with  their  own  voices.  The  nine-step, 
built-in  key  controller  permits  singers  to 
adjust  the  pitch  of  the  music.  The  CLD-V710 
has  a  suggested  retail  price  of  $950.  For  fur- 
ther information,  contact  Scott  Smith  at 
(213)  629-4a74. 


31 -Inch  Dolby  Surround  Sound  Stereo  TV  From  Goldstar 


M  GoldStar 


Goldstar's  CMT-3102A,  31-inch  stereo  color 
TV  offers  large  screen  viewing  luxury  for  the 
home  theater  enthusiast.  Popular  enhanced 
audio  features  include  Dolby  Surround 
Sound  with  rear  channel  outputs  for  rear 
channel  surround  speakers,  MTS/SAP 
stereo  TV  decoder  with  dbx  noise  reduction 
and  10-watts-per-channel  audio  output 
amplification  feeding  into  four  channels. 
This  hi-tech  styled  unit  also  comes  with  a 
unifed  TV7VCR  remote  control  for  Goldstar 
brand  VCRs  and  a  variety  of  user-friendly 
on-screen  functions.  For  more  information, 
contact:  Goldstar  Electronics  Int'l.,  Inc., 
1000  Sylvan  Avenue,  Englewood  Cliffs,  NJ 
07632,  or  call  (201)  816-2000. 


Goldstar's  Improved  Standard  Grade  Videotape 
For  Enhanced  Performance 


Goldstar  is  introducing  its  new  Ultra  Fine 
Oxide  formula  videotape  to  the  U.S.  market. 
The  "UFO"  formula,  available  in  T-120  and 
other  Standard  Grade  videotape  lengths, 
provides  better  performance  and  durability 
over  repeated  use.  The  improved  formula 
videotape  ensures  accurate  video  reproduc- 
tion and  signal-to-noise  ratio,  and  mini- 
mizes dropouts  and  picture  "jitters"  on  the 
screen.  Other  grades  available  from  Gold- 
star are  Super  High  Grade  and  Super  Hi- 
fi  —  both  offering  exceptional  value  to 
videocassette  users.  For  more  information, 
contact:  Goldstar  Electronics  Int'l.,  Inc., 
1000  Sylvan  Avenue,  Englewood  Cliffs,  NJ 
07632,  or  call  (201)  816-2000. 


GoldStar 


Maxon  Introduces  The  Expressway  Series  Radar  Detectors 


Maxon  Systems,  Inc.  presents  the  Express- 
way Series  radar  detectors,  products 
designed  to  deliver  exceptional  performance 
and  value.  All  Expressway  models  utilize 
dual-conversion,  superheterodyne  circuitry 
and  digital  signal  processing  to  provide 
advance  warning  of  X-band,  K-band  and 
"pulse"  radar  signals.  Specific  features  vary 
according  to  model,  giving  consumers  an 
opportunity  to  select  the  unit  —  and 
price  —  best  suited  to  their  needs.  Prices 
start  at  under  $40  for  the  Series  10,  the  new- 
est member  of  the  Expressway  line.  The 
Series  2000  (pictured)  includes  an  anti-fals- 
ing  circuit  for  maximum  reliability,  LED 
signal  strength  indicators,  highway/city, 
audio  mute  and  LED  dark  switches  and  an 
adjustable  power/volume  control.  Maxon 


also  manufactures  49  MHz  two-way  radios, 
hand-held  CBs,  auto  alarms  and  weather 
radios.  For  information,  call  (800)  922-9083. 
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THE  FORBES  500s 


This  scorecard  on  America's  776  largest 
corporations  lists  winners  and  losers  on 
Wall  Street,  overpriced  and  undervalued 
issues,  dividend  payouts  and  analysts' 
earnings  forecasts  for  the  year  ahead. 


Winners 

Company 

% 
12-month 

St( 
change 

YTD 

recent 

US  Healthcare 

334 

70 

497/s 

Amgen 
US  Surgical 
Biomet 

292 
273 
149 

93 
47 
48 

120 

105'/4 
28 

Medco  Containment 

148 

55 

467/s 

Losers 

Company 


Monarch  Capital 
First  City  Bncp  Tex 
HomeFed 
MNC  Financial 
Equimark 


-Stock  price- 


%  change 
12-month  YTD 


-86 
-S5 
-83 

-80 
-80 


325 

11 

0 

23 

-11 


recent 

23/8 
5'/8 

5 
4 
2 


Company/fiscal  year-end 

Ticker 

Exch 

Stock 

Price/earnings  ratios 

Lh  ILL 

oux-ft  peril 

IIMdllLC- 

symbol 

5-year 

12-month 

recent 

latest  12  months 

year 

to  date 

latest 

1991 

high 

low 

high 

low 

price 
change 

relative  to 
market 

price 
change 

relative  to 
market 

12 

months 

est 

Abbott  Laboratories/Dec 

ABT 

n 

49 

20 

49 

31 

47'/8 

48% 

139 

5% 

94 

21.2 

18.4 

Acuson/Dec 

ACN 

n 

38 

5 

38 

22 

361/a 

54 

145 

33 

119 

27.2 

22.6 

Adobe  Systems/Nov 

ADBE 

0 

54* 

3* 

54 

17 

511/? 

36 

128 

77 

159 

28.1 

23.6 

Aetna  Life  &  Cas/Dec 

AET 

n 

68 

29 

54 

29 

44 '/? 

-8 

87 

14 

102 

8.1 

7.3 

Affiliated  Bkshs  Colo/Dec 

AFBK 

0 

18 

8 

16 

8 

14'/4 

33 

125 

33 

119 

16.6 

13.4 

HF  Ahmanson/Dec 

AHM 

n 

29 

11 

23 

11 

17 

0 

94 

26 

113 

10.4 

7.9 

Air  Prods  &  Chems/Sep 

APD 

n 

70 

29 

70 

43 

615/8 

25 

118 

13 

101 

14.2 

14.6 

Albertson's/Jan 

ABS 

n 

43 

8 

43 

27 

41?/8 

54 

145 

15 

103 

23.9 

21.1 

Alco  Standard/Sep 

ASN 

n 

38 

15 

38 

28 

325/8 

2 

97 

-2 

88 

8.8 

13.2 

Alexander  &  Alexander/Dec 

AAL 

n 

42 

16 

29 

16 

25'/2 

-1 

93 

10 

99 

18.9 

16.4 

Alexander  &  Baldwin/Dec 

ALEX 

0 

40 

16 

33 

19 

25'/4 

-13 

82 

13 

102 

10.1 

10.5 

Alleghany  t/Dec 

Y 

n 

104 

57 

94 

73 

93'/8 

9 

103 

12 

100 

8.9 

11.9 

Allegheny  Ludlum/Dec 

ALS 

n 

34* 

10* 

34 

18 

261/? 

-3 

91 

13 

101 

12.8 

13.7 

Allegheny  Power/Dec 

AYP 

n 

54 

31 

40 

34 

38'/s 

-3 

92 

3 

93 

10.6 

10.0 

Allergan/Dec 

AGN 

n 

26* 

12* 

23 

13 

221/2 

49 

140 

29 

115 

18.6 

16.2 

Allied-Signal/Dec 

ALD 

n 

49 

25 

38 

25 

28'/2 

-21 

75 

6 

95 

8.5 

9.4 

Alltel/Dec 

AT 

n 

42 

15 

40 

25 

38'/? 

20 

113 

13 

102 

16.4 

15.1 

Alcoa/Dec 

AA 

n 

80 

33 

71 

50 

655/s 

0 

94 

14 

102 

19.3 

10.3 

ALZA  Corp/Dec 

AZA 

a 

66 

16 

66 

35 

61  % 

58 

149 

20 

108 

NM 

53.7 

AMAX/Dec 

AMX 

n 

30 

11 

29 

18 

253/s 

-1 

93 

20 

108 

9.8 

9.8 

Amdahl/Dec 

AMH 

a 

28 

7 

19 

10 

14'/2 

-1 

93 

3 

92 

8.7 

11.4 

Amerada  Hess/Dec 

AHC 

n 

56 

17 

56 

43 

48 

2 

96 

4 

93 

8.1 

14.9 

American  Brands/Dec 

AMB 

n 

48 

18 

48 

31 

46 

43 

135 

11 

100 

15.4 

11.1 

American  Capital/Dec 

ACC 

a 

8 

% 

1 

'/8 

% 

-50 

NM 

46 

NM 

NM 

NA 

*  Range  is  for  less  than  period 

ndicated.    tPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of 

special  distributions. 

NA:  Not  available  or  not 

applicable.    NM:  Not  meaningfu 

.    E:  Estimate. 

D-D:  Deficit  to  deficit 

D-P:  Deficit  to  profit.    Stock 

prices  as  of  Mar  22,  1991. 
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It  hasn't  been  a  banner  year  for  most  of  the  776  compa- 
nies appearing  on  at  least  one  of  the  Forbes  500  lists.  On 
average,  their  share  prices  rose  barely  4%  in  the  52  weeks 
ended  Mar.  22,  1991.  By  comparison,  the  much  broader 
Investor's  Daily  6,000  index  rose  6%  during  the  same 
period.  The  rally  in  the  first  quarter  of  1991  was  impres- 
sive, but  it  was  recovering  ground  lost  last  fall. 

Seven  of  the  ten  companies  that  enjoyed  the  greatest 
percentage  increase  in  their  share  prices  over  the  past  year 
were  health  care  issues;  each  one  at  least  doubled  in  price. 
U.S.  Healthcare,  of  Blue  Bell,  Pa.,  had  the  best  gain,  an 
increase  of  334%.  Amgen  was  up  292%  and  U.S.  Surgical 
posted  a  273%  gain.  In  all,  there  were  54  stocks  that  were 
up  at  least  50%  over  the  last  12  months. 

At  the  other  extreme,  most  of  the  biggest  losses  were 
racked  up  by  financial  institutions.  Among  the  worst 
returns:  Monarch  Capital  and  First  City  Bancorporation  of 
Texas.  There  were  44  stocks  with  12-month  declines  of 
50%  or  more. 

A  few  rules  to  keep  in  mind:  This  table  designates  as 
fiscal  1990  the  results  of  any  company  whose  fiscal  year 
ends  between  June  1990  and  May  1991 .  Five-year  and  12- 
month  price  ranges  are  adjusted  for  stock  splits  that  have 
occurred  or  will  take  place  by  this  issue's  cover  date  (Apr. 
29).  Price  ranges  do  not  reflect  spinoffs  or  special  cash 
dividends.  However,  the  value  of  such  distributions  is 
included  in  our  stock  performance  figures. 

"Relative  to  market"  compares  the  performance  of  each 
stock  with  that  of  the  overall  market.  To  receive  a  relative 


performance  of  100  for  the  past  12  months,  for  instance,  a 
stock  must  have  tied  the  Investor's  Daily  index  with  a  6% 
gain.  A  stock  that  beat  the  Investor's  Daily  index  has  a 
relative  performance  higher  than  100. 

On  paper,  Circle  K  shows  a  year-to-date  gain  of  300% 
and  a  relative-to-market  performance  of  359.  But  we 
marked  the  relative-to-market  performance  for  Circle  Kas 
nm,  or  not  meaningful,  on  the  grounds  that  the  troubled 
convenience  store  operator's  stock  jumped  from  xk  to  1 .  For 
most  people,  transaction  costs  would  have  eaten  away 
much  of  this  investment  gain.  For  any  stock  with  a  recent 
price  quotation  of  $1  or  less  we  made  the  relative-to- 
market  columns  NM. 

Where  1990  earnings  are  not  yet  available,  we  substitute 
an  estimate,  marked  E.  Earnings  include  the  results  of 
discontinued  operations  but  exclude  extraordinary  items 
and  the  cumulative  effect  of  accounting  changes.  All  the 
estimates  shown  in  the  table  are  securities  analysts'  consen- 
sus forecasts.  The  "confidence  factor  on  estimate"  indi- 
cates how  close  in  agreement  the  analysts  are.  For  example, 
Abbott  Laboratories  has  a  "very  high"  confidence  factor, 
meaning  that  the  37  analysts  who  follow  the  stock  are  in 
close  agreement  that  the  company  will  earn  $2.56  in  1991 . 
We  assign  an  nm  to  the  confidence  factor  on  a  consensus 
estimate  coming  from  only  1  or  2  analysts. 

Most  of  the  stock  market  data  for  this  table  come  from 
William  O'Neil  &  Co.  Earnings  forecasts  are  by  the 
Institutional  Brokers  Estimate  System,  a  service  of  broker 
Lynch,  Jones  &  Ryan. 


- 

Divic 

JCllUd 

net 

latest 

1990 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

profit 

12-month 

EPS 

1991 

•91  vs  '90 

of 

factor  on 

rate 

growth 

margin 

EPS 

$2.22 

EPS 

EPS 

analysts 

estimate 

rate 

15.7% 

$2.22 

$2.56 

15% 

37 

very  high 

$0.84 

1.8% 

38% 

21% 

16.9 

1.33 

1.33 

1.60 

20 

11 

high 

none 

NA 

NA 

NA 

23.7 

1.83 

1.83 

2.18 

19 

10 

average 

0.32 

0.6 

17 

NA 

3.2 

5.52 

5.52 

6.08" 

10 

26 

average 

2.76 

6.2 

50 

6 

3.6 

0.86 

0.86 

1.06 

23 

7 

average 

none 

NA 

NA 

NA 

4.0 

1.64 

1.64 

2.14 

30 

15 

average 

0.88 

5.2 

54 

10 

8.1 

4.34 

4.15 

4.23 

2 

23 

high 

1.44 

2.3 

33 

19 

2.8 

1.75 

1.75 

•    1.99 

14 

24 

high 

0.48 

1.1 

27 

24 

3.5 

3.72 

2.56 

2.47 

-4 

13 

average 

0.88 

2.7 

24 

9 

4.1 

1.35 

1.35 

1.56 

16 

18 

average 

1.00 

3.9 

74 

0 

15.9 

2.50 

2.50 

2.40 

~4 

3 

low 

0.88 

3.5 

35 

7 

5.0 

10.43 

10.43 

7.84 

-25 

2 

NM 

none 

NA 

NA 

NA 

6.4    '* 

2.07 

2.07 

1.94 

-6 

8 

low 

0.88 

3.3 

43 

89 

8.3    t 

3.61 

3.61 

3.80 

5 

23 

high 

3.16 

8.3 

88 

2 

9.2 

1.21 

1.21 

1.39 

15 

17 

high 

0.32 

1.4 

26 

NA 

3.7 

3.35 

3.35 

3.03 

-10 

16 

average 

1.80 

6.3 

54 

0 

12.3 

2.35 

2.35 

2.55 

9 

18 

high 

1.40 

3.6 

60 

11 

2.8 

3.40 

3.40 

6.37 

87 

29 

low 

1.78 

2.7 

52 

30 
NA 

24.8 

0.70 

0.70 

1.14 

63 

17 

average 

none 

NA 

NA 

6.0 

2.58 

2.58 

2.59 

0 

21 

low 

0.80 

3.2 

31 

NM 

8.5 

.       1.66 

1.66 

1.27 

-23 

20 

average 

0.10 

0.7 

6 

0 

6.9 

5.96 

5.96 

3.22 

-46 

27 

low 

0.60 

1.2 

10 

21 

7.2 

2.99 

2.99 

4.14 

38 

24 

high 

1.54 

3.3 

52 

7 

def 

-2.71 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co.; 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via 

Lotus  One  Source;  Forbes. 
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He  wrote  %  books,  w< 


sav< 


edhis 


coun 


The  ability  to  do  more 
than  one  thing  well  is 
often  the  difference  between 
competence  and  excellence. 
In  the  case  of  Winston 
Churchill,  it  was  the 
difference  between 
excellence  and 
brilliance. 

As  a  war 
correspondent, 
he  won  renown 
for  his  courage 


try.  Not  b 


escaping  from  a  Boer  prison  camp  in 
South  Africa  and  crossing  300  miles 
of  enemy  territory.  As  an  outspoken 
Cabinet  Minister,  he  championed 
the  development  of  the  military  tank. 

As  a  historian,  he  won 
the  first  Nobel  prize  for 
Literature  ever  awarded  for 
the  quality  of  the  spoken 

word  as  well  as  the 
written  word. 

As  a  politician,  he 

personified  the  will  of  a 

nation,  leading  Britain 

to  her  finest  hour. 


©1990  BellSouth  Cor 


Telecommunications  Information  Services  Mobile  Communications 


the  Nobel  Prize,  and 
[  for  an  amateur  painter. 


And  at  his  truest  love— painting— 
s  talent  surprised  the  critics  and  his 
ndscapes  were  hung  in 
le  prestigious  Royal 
cademyofArts. 

Yet  it  wasn't  any  one 
f  those  abilities,  but 
1  of  them  together,  that 
lade  Churchill  the  stuff 
f  which  legends  are  born. 

If  you  understand 
ow  that  combination  of 
*uly  remarkable  talents 
an  lead  to  excellence,  you'll  understand 
le  vision  of  BellSouth. 

Individually,  the  companies 
f  BellSouth  are  among  the  best  in  their 
eld.  And  when  brought  together  to  help 
ou,  they  can  provide  technologically 
dvanced  solutions  to  a  variety  of 


HERE'S  HOW  THE  COMPANIES  OF 

BELLSOUTH  INTEGRATED  MANY  TALENTS  TO 

HELP  MULTI-LOCATION  BANKS. 

Developed  a  cash  management  service  utilizing 
public  videotext  network  capability. 

Assisted  in  acquisition,  implementation  and 
maintenance  of  advanced  technology  jor  retail 
delivery  system  in  branch  locations. 

Integrated  automatic  number  identification 
technology  allowing  a  customer  to  access  his  data- 
base records  through  bank-based  systems  integration 
softwarejocused  on  inbound  telemarketing, 
customer  service  and  technical  support 

Offered  1 .  S44  megabit  data  transport  between 
large  banking  centers  and  headquarters  'mainframe 
jor  cost  effective,  reliable  data  communications. 


dvertising  Services 


telecommunications  and 
information  problems. 
Senior  industry 
executives  have 
named  BellSouth  as  the  most  admired 
telecommunications  company 

in  America  for  the  past 
three  years  in  an  annual 
Fortune  magazine  survey. 

Which  means 
if  you're  looking  at  your 
business  and  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 
After  all,  when  |IW 

you  can  surround 
a  problem  with 
remarkable 
talent,  successful 
solutions  can't  be 
far  away. 


BELLSOUTH 


Everything  you  expect  from  a  leader"" 


WALL  STREET 
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Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high    low 

Stock 
12-m 
high 

Price/earn 

latest 

12 

months 

rxetc-    r^tiAr 

|Ji  IV-L 

onth 
low 

recent 

latest  12  months 
price       relative  to 
change       market 

year 
price 
change 

to  date 
relative  to 
market 

ngs  ratios       , 
1991 
est 

American  Cyanamid/Dec 

ACY 

n 

62 

29 

62 

42 

535/o 

4% 

98  . 

2% 

91 

14.5 

13.0 

American  Electric/Dec 

AEP 

n 

33 

23 

31 

26 

28V4 

-7 

87 

1 

91 

10.7 

9.6 

American  Express/Dec 

AXP 

n 

41 

18 

32 

18 

273/4 

'3 

97 

35 

121 

40.2 

10.3 

American  Family/Dec 

AFL 

n 

25 

10 

25 

12 

22'/8 

50 

141 

16 

104 

15.4 

12.5 

American  General/Dec 

AGC 

n 

51 

24 

51 

24 

377/o 

20 

113 

23 

111 

8.1 

9.4 

American  Greetings/Feb 

AGREA 

0 

42 

13 

41 

27 

381/4 

13 

106 

13 

102 

14.7 

13.0 

American  Home  Prods/Dec 

AHP 

n 

60 

31 

60 

43 

563/s 

13 

107 

7 

96 

14.4 

13.3 

American  Intl  Group/Dec 

AIG 

n 

96 

39 

96 

57 

905/s 

21 

115 

18 

106 

13.1 

12.4 

American  Medical/Aug 

AMI 

a 

27 

3 

9 

4 

55/8 

29 

121 

0 

90 

NA 

NA 

American  Natl  Ins/Dec 

ANAT 

0 

51 

23 

38 

27 

33'/4 

-3 

92 

21 

109 

8.4 

9.0 

American  Petrofina/Oec 

APIA 

a 

91 

40 

91 

71 

88'/2 

18 

111. 

9 

98 

10.9 

NA 

American  President/Dec 

APS 

n 

51 

10 

27 

10 

201/4 

-18 

78 

31 

117 

NM 

23.0 

American  Savings/Dec 

ASB 

n 

23 

1 

5 

1 

l5/8 

-64 

34 

18 

106 

NM 

NA 

American  Stores/Jan 

ASC 

n 

88 

42 

88 

43 

847/s 

37 

129 

55 

139 

16.1 

14.8 

American  Tel  &  Tel/Dec 

T 

n 

47 

22 

44 

29 

327/s 

-21 

75 

9 

98 

13.1 

12.4 

Ameritech/Dec 

AIT 

n 

70 

37 

70 

53 

673/8 

12 

106 

1 

91 

14.3 

13.5 

Ameritrust/Dec 

AMTR 

0 

29 

7 

21 

7 

123/8 

-37 

60 

52 

137 

NM 

8.1 

Ames  Dept  Stores/Jan 

ADD 

n 

35 

1 

5 

1 

2>/2 

-49 

48 

346 

401 

NM 

NA 

Amgen/Mar 

AMGN 

0 

131 

7 

131 

29 

120 

292 

369 

93 

173 

NM 

48.0 

Amoco/Dec 

AN 

n 

60 

27 

60 

47 

54'/4 

4 

98 

4 

93 

14.4 

14.1 

AMP/Dec 

AMP 

n 

72 

33 

55 

38 

517/s 

0 

94 

19 

107 

19.2 

18.3 

AMR/Dec 

AMR 

n 

107 

27 

70 

40 

553/4 

-14 

81 

15 

103 

NM 

26.4 

AmSouth  Bancorp/Dec 

ASO 

n 

39 

17 

26 

17 

24'/2 

9 

103 

26 

113 

7.5 

7.3 

Anadarko  Petroleum/Dec 

APC 

n 

40 

18 

40 

24 

28'/2 

-11 

84 

-3 

87 

27.4 

25.9 

Anchor  Bancorp/June 

ABKR 

0 

13* 

1* 

2 

1 

l3/4 

7 

101 

116 

194 

NM 

NA 

Anheuser-Busch  Cos/Dec 

BUD 

n 

52 

22 

52 

35 

505/e 

34 

126 

18 

106 

17.1 

15.4 

Aon/Dec 

AOC 

n 

43 

21 

41 

27 

355/s 

1 

95 

3 

92 

9.9 

9.1 

Apple  Computer/Sept 

AAPL 

0 

70 

13 

70 

24 

63'/4 

50 

141 

47 

132 

15.5 

13.6 

Archer  Daniels/June 

ADM 

n 

26 

9 

26 

19 

21 '/4 

2 

97 

-7 

84 

13.8 

12.9 

Argonaut  Group/Dec 

AGII 

0 

81* 

19* 

81 

53 

81 

16 

109 

27 

114 

8.3 

8.1 

Arkla/Dec 

ALG 

n 

28 

16 

25 

18 

19 

-18 

77 

-5 

85 

17.3 

13.1 

Armco/Dec 

AS 

n 

15 

4 

11 

4 

5 

-53 

44 

-3 

88 

NM 

NM 

Armstrong  World  Inds/Dec 

ACK 

n 

51 

18 

38 

18 

27 '/s 

-21 

75 

9 

97 

9.3 

14.8 

Arvin  Industries/Dec 

ARV 

n 

40 

13 

23 

13 

23 

42 

133 

34 

121 

16.3 

15.0 

Asarco/Dec 

AR 

n 

36 

10 

31 

22 

283/4 

-1 

93 

6 

95 

8.0 

9.3 

Ashland  Oil/Sept 

ASH 

n 

43 

23 

40 

26 

315/s 

-11 

84 

16 

104 

11.8 

10.6 

Atlantic  Energy/Dec 

ATE 

n 

47 

29 

38 

32 

353/s 

-2 

92 

4 

94 

11.7 

10.2 

Atlantic  Richfield/Dec 

ARC 

n 

142 

45 

142 

111 

1333/8 

17 

110 

8 

97 

13.1 

12.3 

Autodesk/Jan 

ACAD 

0 

60 

8 

60 

32 

48'/4 

-1 

94 

-5 

85 

21.0 

17.2 

Automatic  Data/June 

AUD 

n 

67 

28 

67 

45 

607/8 

16 

109 

14 

102 

20.0 

18.7 

Avery  Dennison/Dec 

AVY 

n 

33 

15 

29 

16 

233/4 

-10 

85 

10 

99 

NM 

15.5 

Avnet/June 

AVT 

n 

39 

19 

33 

22 

283/4 

-7 

88 

11 

100 

18.2 

15.1 

Avon  Products/Dec 

AVP 

n 

44 

19 

44 

23 

'   41 '/2 

19 

112 

41 

127 

14.8 

13.7 

Baker  Hughes/Sep 

BHI 

n 

35* 

11* 

35 

21 

267/s 

-1 

93 

5 

94 

24.0 

18.3 

Bally  Manufacturing/Dec 

BLY 

n 

30 

2 

14 

2 

43/4 

-61 

37 

123 

200 

NM 

NM 

Baltimore  Bancorp/Dec 

BBB 

n 

25 

4 

16 

4 

67/8 

-43 

53 

62 

145 

22.2 

NM 

Baltimore  G&E/Dec 

BGE 

n 

40 

22 

31 

24 

283/. 

-3 

91 

3 

92 

17.5 

10.6 

*Range  is  for  less  than  period  indicated.  TPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.  {Earnings  reported  after  Mar 
22,1991.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful.  E:  Estimate.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  Stock  prices  as  of  Mar  22, 
1991. 
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net 

profit 

margin 

latest 

12-month 

EPS 

1990 
EPS 

taming!; 

estimated 

1991 

EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 

5-year 

growth 

rate 

7.7% 

$3.71 

$3.71 

$4.13 

11% 

20 

average 

$1.35 

2.5% 

36% 

10% 

9.6 

2.65 

2.65 

2.95 

11 

26 

average 

2.40 

8.5 

91 

1 

1.4 

0.69 

0.69 

2.70 

291 

24 

average 

0.92 

3.3 

133 

9 

4.4 

1.44 

1.44 

1.77 

23 

17 

high 

0.36 

1.6 

25 

20 

12.5 

4.69 

4.69 

4.02 

-14 

23 

average 

2.00 

5.3 

43 

21 

5.8 

2.61 

2.61* 

2.94 

13 

9 

high 

0.70 

1.8 

27 

1 

8.2 

3.92 

3.92 

4.24 

8 

37 

9.2 

6.92 

6.92 

7.29 

5 

27 

del 

NA 

NA 

NA 

NA 

NA 

9.9 

3.96 

3.96 

3.69 

-7 

6 

3.2 

8.11 

8.11 

NA 

NA 

NA 

def 

-3.46 

-3.46 

0.88 

D-P 

9 

def 
0.8 
7.3 
11.8 
def 
def 


-14.03 

5.28 

2.51 

4.73 

-2.71 

-26.06 


-14.03 
5.28 
2.51 
4.73 

-2.71 
NA 


NA 
5.72 
2.66 
5.00 
1.52 

NA 


NA 

8 

6 

6 

D-P 

NA 


15 
34 
31 
9 
NA 


very  high 

NA 

high 

NA 

low 

NA 

average 

high 

very  high 

low 


2.30 

4.1 

59 

8 

0.44 

0.5 

6 

25 

none 

NA 

NA 

NA 

1.72 

5.2 

43 

2 

3.20 

3.6 

39 

52 

0.60 

3.0 

NM 

5 

none 
1.12 
1.32 
3.40 
0.64 
none 


1.3 
4.0 
5.0 
5.2 
NA 


NA 
21 
53 
72 
NM 
NA 


NA 
6 
4 
11 
11 
NA 


1.3 

0.12 

1.56E 

2.50 

60 

21 

low 

none 

NA 

NA 

NA 

6.8 

3.77 

3.77 

3.86 

2 

39 

average 

2.20 

4.1 

58 

6 

9.4 

2.70 

2.70 

2.83 

5 

29 

average 

1.44 

2.8 

53 

17 

def 

-0.64 

-0.64 

2.11 

D-P 

25 

very  low 

none 

NA 

NA 

NA 

8.6 

3.26 

3.26 

3.36 

3 

11 

high 

1.44 

5.9 

44 

7 

14.2 

1.04 

1.04 

1.10 

6 

30 

low 

0.30 

1.1 

29 

17 

def 
7.8 
9.1 
8.7 
5.5 
14.7 


-8.47 
2.96 
3.61 
4.09 
1.54 
9.76 


4.3 

1.10 

def 

-1.05 

5.3 

2.92 

2.0 

1.41 

6.8 

3.60 

1.7 

2.68 

9.6 

3.02 

9.4 

10.20 

23.9       . 

2.30 

12.7 

3.04 

0.2 

0.10 

3.2 

1.58 

5.7 

2.81 

5.6 

1.12 

def 

-3.31 

1.1 

•     0.31 

8.1 

1.64 

-9.83 
2.96 
3.61 
3.77 
1.63 
9.76 


NA 
3.29 
3.92 
4.66 
1.65 
10.00 


1.10 

1.45 

-1.05 

0.04 

2.92 

1.83 

1.41 

•  1.53 

3.60 

3.08 

3.27 

2.98 

3.02 

3.48 

10.20 

10.89 

2.30 

2.80 

2.88 

3.26 

0.10 

1.53 

1.57 

1.90 

2.81 

3.03 

1.06 

1.47 

-1.41E 

-0.15 

0.31 

-0.10 

1.64 

2.71 

NA 

11 
9 

24 
1 
2 

32 

D-P 

-37 

9 

-14 
-9 

15 
7 

22 
13 
NM 
21 

8 

39 

D-D 

P-D 

65 


NA 
30 
23 
43 
23 
3 

18 
12 
16 
6 
16 
20 

12 
41 
18 
25 
14 
17 

17 

30 

2 

1 

23 


NA 

high 
average 
average 
average 
average 


average 
average 
average 
very  high 
average 
high 

average 
average 


average 


none 
1.00 
1.60 
0.48 
0.10 
1.60 


average 

1.08 

very  low 

none 

low 

1.16 

low 

0.68 

low 

1.60 

low 

1.00 

2.96 
5.50 
0.40 
0.80 
0.72 
0.60 

1.40 
0.46 
none 
0.60 
2.10 


NA 
2.0 
4.5 
0.8 
0.5 
2.0 

5.7 
NA 
4.3 
3.0 
5.6 
3.2 

8.4 
4.1 
0.8 
1.3 
3.0 
2.1 

3.4 
1.7 
NA 
8.7 
7.3 


NA 
34 
44 
12 
6 
16 

98 
NA 
40 
48 
44 
37 

98 
54 
17 
26 
NM 
38 

50 

41 

NA 

194 

128 


NA 
21 

14 
46 
15 
NA 

0 

NA 
14 

1 
109 


3 
6 

NA 

16 

17 

5 

-18 
NA 
NA 
18 

4 


Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Company/fiscal  year-end 


Banc  One/Dec 
Bancorp  Hawaii/Dec 
Bandar/Dec 
Bank  of  Boston/Dec 
Bank  of  New  York/Dec 
Bank  South/Dec 

BankAmerica/Oec 
Bankers  Trust  NY/Dec 
BanPonce/Dec 
CR  Bard/Dec 
Barnett  Banks/Dec 
Bausch  &  Lomb/Dec 

Baxter  International/Dec 
Bay  View  Capital/Dec 
BayBanks/Dec 
BB&T  Financial/Dec 
Bear  Stearns  Cos/June 
Becton  Dickinson/Sept 

Bell  Atlantic/Dec 
BellSouth/Dec 
Beneficial  Corp/Dec 
Bergen  Brunswig/Aug 
Berkshire  Hathaway/Dec 
Bethlehem  Steel/Dec 

Betz  Laboratories/Dec 
Beverly  Enterprises/Dec 
BHC  Commun/Dec 
Bindley  Western  Inds/Dec 
Biomet/May 
Black  &  Decker/Dec 

H&R  Block/Apr 

Blockbuster/Dec 

Boatmen's  Bancshs/Dec 

Boeing/Dec 

Boise  Cascade/Dec 

Borden/Dec 


Ticker 
symbol 


ONE 

BNHI 

BDG 

BKB 

BK 

BKSO 

BAC 

BT 

BPOP 

BCR 

BBI 

BOL 

BAX 

BVFS 

BBNK 

BBTF 

BSC 

BDX 

BEL 
BLS 
BNL 
BBC 
BRK 
BS 

BETZ 

BEV 

BHC 

BIND 

BMET 

BDK 

HRB 

BV 

BOAT 

BA 

BCC 

BN 


Exch 


-Stock  price- 


-Stock  performance- 


5-year      12-month      recent 
high    low  high    low 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price      relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


36 
57 
101 
38 
55 
21 

36 
58 
26 
27 
42 
82 

33 

27* 

52 

25 

20 

77 

57 
59 
79 
33 


15  36 

26  55 

33  101 

3  16 

13  39 

5  12 


5 

26 
12 
12 
14 
31 

15 

11* 

9 
13 

6 
39 

30 

29 

29 

8 


35 
49 
20 
24 
38 
82 

33 
22 
21 
22 
15 
77 

56 
58 
56 
33 


19 
32 
66 

3 
13 

5 

18 
29 

14 
13 
14 
55 

21 
11 

9 
14 

8 
58 

40 
49 
34 
21 


52 

22 

57* 

18 

30 

27 

51 
15 
48 
62 
52 
39 


18 

4 

40* 
6 
3 
8 

18 
5/8 
25 
15 
20 
15 


52 
11 

57 
18 
30 
18 

51 
15 
39 
62 
40 
38 


31 

4 
40 

9 
11 

8 

34 
8 

25 
39 
20 
27 


333/s 

54 

893/4 

6Vs 
26'/4 

7 

333/4 

41?/8 

17 
235/s 

2l'/2 

79'/2 
32'/2 

183/4 
16'/2 
183/8 

143/s 
75 

50 
53 

51?/8 

3lVi 


8875    2525  8275  5500    7925 
29        5      21       11       141/8 


50 

11  Va 

57Vi 

147/8 

28 

13V2 

503/s 

12'/8 

38 
473/4 
24;/s 
34'/2 


21% 

25 

5 

-54 

-25 

-35 

22 

8 

-12 

56 
-26 

37 

35 
8 
-8 
-7 
25 
25 

9 
-1 

6 

28 

12 

-28 

56 
137 

21 

49 
149 
-24 

40 
43 
20 
-2 
-36 
5 


114 
.118 
99 
43 
70 
61 

115 
102 

83 
147 

70 
129 

128 
102 
87 
88 
118 
118 

103 
93 
100 
120 
105 
68 

147 

223 
115 
140 
235 
71 

132 

135 

113 

92 

61 

99 


20% 
25 

7 

4 

48 
12 

27 
-3 
-6 
39 
14 
12 

17 
33 
29 
16 
42 
1 

-7 
-3 
20 
9 
19 
-4 

21 
30 
27 
20 
48 
44 

16 
-6 
20 
5 
-4 
15 


108 
112 
96 
93 
133 
101 

114 
87 
85 
125 
102 
101 

105 

119 
116 
104 
127 
90 

84 

87 

107 

98 

107 

86 

109 
117 
114 
108 
133 
129 

105 
84 

107 
94 
86 

104 


12.1 

9.8 

16.3 

NM 
6.6 
NM 

8.8 

5.4 

5.4 

31.1 

13.4 

18.2 

NM 

16.9 

NM 

7.4 

14.8 

15.9 

14.8 
15.7 

9.2 
16.2 
23.0 

NM 

23.6 
59.2 
3.5 
14.9 
41.8 
16.1 

22.9 
28.2 
9.7 
11.9 
15.4 
14.0 


11.1 
8.9 

15.3 
NM 
7.2 

11.5 

6.9 

6.5 

NA 

23.4 

10.4 

16.0 

16.4 
6.2 

19.4 
7.6 

15.3 

14.2 

13.4 
14.3 
8.6 
15.6 
26.9 
25.2 

21.6 
30.4 
13.5 
13.8 
32.2 
12.6 

17.1 
19.9 
9.3 
9.8 
50.8 
12.9 


Boston  Edison/Dec 

BSE 

n 

28 

13 

21 

17 

20 

7 

101 

0 

90 

12.5 

10.3 

Bowater/Dec 

BOW 

n 

45 

16 

28 

16 

24 

-9 

85 

13 

101 

10.4 

13.1 

Bristol-Myers  Squibb/Dec 

BMY 

n 

79 

28 

79 

51 

763/s 

46 

138 

14 

102 

22.9 

19.1 

Broadt/Sept 

BRO 

n 

19 

3 

11 

3 

9'/2 

6 

100 

73 

155 

7.7 

4.7 

Brown-Forman/Apr 

BFB 

a 

92 

27 

80 

56 

77'/2 

14 

107 

11 

100 

15.2 

13.8 

Brown  Group/Jan 

BG 

n 

44 

">0 

30 

20 

27'/8 

9 

103 

23 

110 

14.7 

12.8 

Browning-Ferris  Inds/Sept               BFI  n 

Bruno's/June                                 BRNO  o 

Brunswick/Dec                              BC  n 

Burlington  Northernt/Dec               BNI  n 

Burlington  Resources/Dec               BR  n 

*Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported  adyU  or  splits;  stock  performance  includes  value  of  special  distributions.    (Earnings  reported  after  Mar 

22,1991.    NA:  Not  available  or  not  applicable.  NM:  Not  meaningful.    E:  Estim,,;       D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22, 1991. 


49 

17 

49 

20 

"  25'/8 

-26 

70 

16 

104 

NM 

14.2 

19 

7 

19 

13 

18'/4 

31 

124 

19 

107 

22.5 

21.2 

6 

16 

6 

133/4 

-4 

90 

53 

137 

17.2 

25.9 

84 

21 

39 

22 

28'/8 

-20 

75 

0 

90 

10.0 

9.7 

54' 

■* 

50 

33 

37Vs 

-6 

88 

-1 

89 

23.4 

23.2 
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net 
profit 
margin 

latest 

12-month 

EPS 

1990 
EPS 

curnings 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 

5-year 

growth 

rate 

12.4% 

$2.76 

$2.76 

$3.02 

9% 

34 

average 

$1.16 

3.5% 

42% 

12% 

10.0 

5.51 

5.51 

6.04 

10 

9 

high 

1.64 

3.0 

30 

12 

13.4 

5.50 

5.50 

5.88 

7 

12 

very  high 

1.10 

1.2 

20 

12 

def 

-6.21 

-6.21 

-3.59 

D-D 

20 

very  low 

0.40 

6.0 

NM 

7 

5.8 

3.98 

3.98 

3.65 

-8 

18 

average 

2.12 

8.1 

53 

8 

def 

-0.07 

-0.07 

0.61 

D-P 

4 

low 

0.52 

7.4 

NM 

10 

7.1 

3.85 

3.85 

4.89 

27 

33 

average 

1.20 

3.6 

31 

NA 

8.4 

7.80 

7.80 

6.46 

-17 

28 

average 

2.54 

6.1 

33 

14 

def 

3.15 

3.15 

NA 

NA 

NA 

NA 

0.80 

4.7 

25 

6 

5.1 

0.76 

0.76 

1.01 

33 

26 

average 

0.44 

1.9 

58 

25 

3.1 

1.61 

1.61 

2.06 

28 

29 

low 

1.32 

6.1 

82 

14 

9.6 

4.37 

4.37 

4.97 

14 

18 

very  high 

1.44 

1.8 

33 

15 

0.5 

-0.05 

-0.05 

1.98 

D-P 

30 

very  high 

0.74 

2.3 

NM 

13 

2.4 

1.11 

1.11 

3.01 

171 

8 

average 

0.60 

3.2 

54 

NA 
NA 

def 

-4.37 

-4.37 

0.85 

D-P 

5 

very  low 

none 

NA 

NA 

9.6 

2.49 

2.49 

2.43 

-2 

10 

average 

0.84 

4.6 

34 

7 

4.3 

0.97 

1.10 

0.94 

-15 

8 

low 

0.56 

3.9 

58 

14 

8.9 

4.71 

4.67 

5.28 

13 

24 

very  high 

1.16 

1.5 

25 

13 

10.7 

3.38 

3.38 

3.73 

10 

34 

very  high 

2.52 

5.0 

75 

9 

11.4 

3.38 

3.38 

3.70 

9 

32 

high 

2.76 

5.2 

82 

16 

8.2 

5.61 

5.6U 

6.06 

8 

14 

high 

2.40 

4.6 

43 

5 

1.4 

1.93 

1.82 

2.01 

10 

10 

very  high 

0.40 

1.3 

21 

22 

14.8 

344.00 

344.00 

295.00 

-14 

2 

NM 

none 

NA 

NA 

NA 

def 

-6.45 

-6.45 

0.56 

D-P 

12 

very  low 

0.40 

•       2.8 

NM 

NA 

11.0 

2.12 

2.12 

2.32 

9 

17 

high 

1.08 

2.2 

51 

8 

0.6 

0.19 

0.19 

0.37 

95 

20 

low 

none 

NA 

NA 

NA 

173.0 

16.56 

16.56 

4.25 

-74 

1 

NM 

none 

NA 

NA 

NA 

0.3 

1.00 

1.00 

1.08 

8 

7 

average 

0.06 

0.4 

6 

NA 

19.1 

0.67 

0.71E 

0.87 

23 

13 

very  high 

none 

NA 

NA 

NA 

1.1 

0.84 

0.84 

1.07  * 

27 

17 

average 

0.40 

3.0 

48 

-5 
20 

10.7 

2.20 

2.62E 

2.95 

13 

9 

high 

1.56 

3.1 

71 

10.9 

0.43 

0.43 

0.61 

42 

11 

high 

none 

NA 

NA 

NA 

8.9 

3.90 

3.90 

4.09 

5 

14 

high 

2.12 

5.6 

54 

5 

5.0 

4.01 

4.01 

'  4.86 

21 

33 

average 

1.00 

2.1 

25 

15 

1.8 

1.62 

1.62 

0.49 

-70 

24 

very  low 

1.52 

6.1 

94 

8 

4.8 

2.46 

2.46 

2.67 

9 

28 

high 

1.06 

3.1 

43 

18 

6.3 

1.60 

1.60 

1.94 

21 

18 

average 

1.58 

7.9 

99 

-3 

6.3 

2.30 

2.30 

1.83 

-20 

17 

low 

1.20 

5.0 

52 

15 

17.0     c 

3.33 

3.33 

4.00 

20 

45 

very  high 

2.40 

3.1 

72 

20 

4.6 

1.23 

1.02 

2.04 

100 

4 

average 

0.20 

2.1 

16 

-7 

13.3 

5.11 

5.29E 

5.62 

6 

4 

high 

2.24 

2.9 

44 

28 

1.8 

1.85 

1.85 

2.12 

15 

6 

average 

1.60 

5.9 

86 

2 
17 

def 

-fl.33 

-0.29 

1.82 

D-P 

31 

average 

0.68 

2.6 

NM 

2.6 

0.81 

0.74 

0.86 

16 

13 

high 

0.18 

1.0 

22 

29 

2.9 

0.80 

0.80 

0.53 

-34 

10 

low 

0.44 

3.2 

55 

16 

4.7 

*      2.89 

2.89 

2.98 

3 

15 

low 

1.20 

4.2 

42 

-14 

12.2 

1.61 

1.61 

1.62 

1 

21 

low 

0.70 

1.9 

43 

NA 

Sources:  William  O'Neil&Co.; 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via 

Lotus  One  Source;  Forbes 
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Company/fiscal  year-end  Ticker         Exch 

symbol 


Cabot/Sept  CBT  n 

CalFed/Dec  n 

CalMat/Dec  CZM  n 

Campbell  Soup/July  CPB  n 

C&S/Sovran/Dec  CVN  n 

Capital  Cities/ABC/Dec  CCB  n 

Capital  Holding/Dec  CPH  n 

Carnival  Cruise  Lines/Nov  CCL  a 

Carolina  Power  &  Lt/Dec  CPL  n 

Carter  Hawley  Halet/Jan  CHH  n 

Castle  &  Cooke/Dec  CKE  n 

Caterpillar/Dec  CAT  n 

CBI  Industries/Dec  CBH  n 

CBS/Dec  CBS  n 

Cellular  Commun/Dec  COMM  o 

Centel/Dec  CNT  n 

Centerior  Energy/Dec  CX  n 

Centex/Mar  CTX  n 


-Stock  price- 


-Stock  performance- 


5-year      12-month      recent 
high    low  high    low 


49 
42 
46 
82 
36 


54 

26* 

49 

78 

45 

75 


23  36 

2  22 

15  36 

23  82 

15  28 


23 
2 
18 
44 
15 


24  49 

8*  25 

30  49 

1  8 

12  39 

37  69 


26 

11 

38 

1 

26 
38 


35'/2 

7'/4 

223/s 
81 

185/8 


633     215    633     380    469  to 


47  to 
193/8 

47  to 

2to 

36to 

48  to 


51  16     51  31  453/4 

226  122    206  150  1693/» 

44*  5*    38  19  30to 

45  15     39  23  313/s 

28*  12*    20  16  19to 

44  15     44  19  33  to 


latest  12  months 
price       relative  to 
change       market 


7% 
-61 
-20 

59 
-32 

-7 

5 
-5 

9 
-72 

1 
-22 

19 
-3 
-3 
-3 
0 
-10 


101 

37 
75 
150 
64 
88 

99 
90 
103 
27 
95 
74 

112 
91 
92 
91 
94 
85 


year  to  date 
price      relative  to 
change       market 


23% 
66 
19 
38 
19 
2 

20 
37 

1 

-37 

23 

3 

14 
-2 

9 

5 

7 
13 


111 
149 
106 
124 
107 
92 

108 

123 
91 
57 

110 
92 

102 

88 
98 
95 
96 
101 


Price/earnings  ratios 
latest         1991 
12  est 

months 


12.8 

NM 

7.8 

NM 

11.6 

16.9 

13.9 
12.7 
15.0 
NM 
17.8 
23.3 

19.3 
39.2 
49.6 
41.8 
10.1 
9.5 


12.5 
7.3 

14.9 

26.8 
7.4 

16.4 

8.3 
11.8 
10.8 

NM 
14.6 
46.8 

18.1 
29.3 
NM 
37.4 
10.1 
12.9 


Central  &  So  West/Dec 

CSR 

n 

46 

27 

46 

37 

443/4 

19 

112 

2 

91 

11.8 

11.4 

Central  Bancshares/Dec 

CBSS 

0 

23 

11 

18 

13 

i7to 

25 

118 

23 

110 

7.5 

6.9 

Central  Fidelity  Bks/Dec 

CFBS 

0 

37 

18 

30 

18 

23 

-2 

93 

6 

95 

7.6 

7.4 

Champion  Intl/Dec 

CHA 

n 

45 

23 

32 

23 

257/8 

-6 

89 

1 

91 

12.3 

34.1 

Chase  Manhattan/Dec 

CMB 

n 

50 

10 

30 

10 

13to 

-50 

47 

32 

119 

NM 

5.2 

Chemical  Banking/Dec 

CHL 

n 

56 

10 

29 

10 

15to 

-39 

58 

43 

128 

6.5 

6.4 

Chevron/Dec 

Chiquita  Brands  Intl/Dec 

Chiron/Dec 

Chrysler/Dec 

Chubb/Dec 

Cigna/Dec 

Cincinnati  Bell/Dec 
Cincinnati  Financial/Dec 
Cincinnati  G&E/Dec 
Circle  K/Apr 
Circuit  City  Stores/Feb 
Circus  Circus/Jan 

Citadel  Holding/Dec 
Citicorp/Dec 
Citizens  First  Bncp/Dec 
Citizens  Savings/Dec 
Citizens  Utilities/Dec 
City  National/Dec 


CHV 

CQB 

CHIR 

C 

CB 

CI 

CSN 

CINF 

CIN 

CKP 

CC 

CIR 

CDL 

CCI 

CFB 

CSFCB 

CITUA 

CYN 


82 
40 
65 
48 
70 
76 

35 
100 
32 
19 
29 
71 

61 
36 
19 
20 
45 
28 


32     82 
8     40 


65 
18 


26  70 

33  56 

8  26 
37  100 
22  32 
to  2 

9  29 
14  71 

17  48 

11  25 


13 
13 


17     39 
11      24 


64 

19 

26 

9 

35 
33 

19 
65 
28 

to 

9 
36 

17 

11 

2 

7 

20 
11 


78 

37 

60to 

14to 

67to 

46to 

24  to 

94to 

32to 

1 

16to 
62  to 

33 

14 

3to 
9to 

28to 

i4to 


16 
85 
111 
-18 
38 
-6 

-7 

27 

7 

-53 

-32 

26 

-26 
-42 
-65 
-13 
-23 
-39 


109 
174 
199 

77 
130 

89 


120 
101 
NM 
64 
119 

70 
54 
33 
82 
73 
57 


7 

16 
37 
13 
25 
15 

4 
13 

8 

300 

28 

14 

65 
11 
47 
44 
21 
19 


96 
104 
123 
101 
112 
103 

94 
101 

97 
NM 
115 
103 

148 
100 
132 
130 
109 
106 


12.8 
16.6 
NM 
47.5 
11.1 
10.8 

16.8 

12.1 

7.8 

NM 

10.6 

22.5 

4.7 

24.6 

NM 

NM 

13.6 

10.7 


13.7 
14.6 
74.4 

NM 
11.5 

8.9 

15.5 
10.9 
8.8 
NA 
13.3 
16.1 

4.4 
9.2 
NM 
NA 
13.0 
9.8 


Clorox/June 

CLX 

n 

45 

23 

45 

32 

39to 

3 

97 

5 

94 

15.3 

15.1 

CMS  Energy/Dec 

CMS 

n 

40 

10 

34 

25 

30to 

-8 

87 

9 

97 

NM 

8.3 

Coast  Savings  Finl/Dec 

CSA 

n 

22 

2 

10 

2 

3to 

-55 

42 

63 

146 

NM 

3.4 

Coastal  Corp/Dec 

CGP 

n 

40 

11 

40 

26 

32Vs 

6 

100 

1 

91 

15.2 

12.6 

Coca-Cola/Dec 

KO 

n 

56 

14 

56 

36 

54 

45 

137 

16 

104 

26.5 

22.6 

•Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.  ^Earnings  reported  after  Mar 
22,  1991 .  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful.  E:  Estimate.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  Stock  prices  as  of  Mar  22, 
1991. 
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net 
profit 
margin 


latest 

12-month 

EPS 


1990 
EPS 


-Earnings- 
estimated 
1991 
EPS 


-Dividends- 


%  change 

'91vs'90 

EPS 


number 

of 
analysts 


confidence 
factor  on 
estimate 


indicated 
rate 


yield 


payout 


5-year 

growth 

rate 


6.4 
14.8 
10.7 
def 
4.0 
1.8 


3.39 
1.53 
3.16 
-0.51 
2.03 
2.07 


3.39 
1.53 
3.16 
-0.37 
2.03 
2.07 


5.70 
1.64 
4.37 
NA 
2.47 
1.03 


3.5 

2.37 

2.37 

2.53 

3.4 

4.33 

4.33 

5.79 

22.3 

0.62 

0.62 

0.31 

5.6 

0.75 

0.75 

0.84 

11.2 

1.90 

1.90 

1.90 

2.4 

3.56 

2.90E 

2.61 

13.0 

3.79 

3.79 

3.94 

9.5 

2.34 

2.34 

2.52 

9.2 

3.71 

3.71 

3.77 

4.4 

2.11 

2.11 

0.76 

def 

-3.31 

-3.31 

2.65 

3.6 

2.38 

2.38 

2.42 

5.6 

6.10 

6.10 

5.69 

2.2 

2.23 

2.23 

2.54 

5.1 

0.24 

0.24 

0.81 

0.2 

0.30 

0.30 

-1.17 

12.3 

6.07 

6.07 

5.87 

1.8 

4.36 

4.36 

5.25 

9.0 

1.44 

1.44 

1.57 

12.3 

7.83 

7.83 

8.64 

16.3 

4.12 

4.12 

.3.65 

def 

-18.77 

NA 

NA 

3.1 

1.54 

USE 

1.23 

11.0 

2.78 

2.78 

3.88 

4.4 

7.07 

7.07 

7.47 

0.8      • 

0.57 

0.57 

1.53 

def     -' 

-3.75 

-3.75 

-1.06 

1.0 

0.06 

0.06 

NA 

26.6 

2.09 

2.09} 

2.20 

8.8 

1.35 

1.35 

1.47 

9.0 

2.59 

2.80 

2.61 

def 

-6.07 

-6.07 

3.64 

def 

-4.14 

• 

-4.14 

1.14 

2.4 

2.15 

2.15 

2.59 

13.5 

2.04 

2.04 

2.39 

7 

38 

NA 

22 

-50 

7 

34 
-50 

12 

0 

-10 

4 
8 
2 
-64 
0-P 
2 

-7 
14 
238 
P-D 
-3 
20 

9 

10 

-11 

NA 

7 
40 

6 

168 

D-D 

NA 

5 

9 

-7 

D-P 

D-P 

20 

17 


26 
11 
23 
NA 
4 
27 

8 
16 

6 

20 
22 
10 

24 
4 
6 
21 
27 
27 

36 
5 
19 
25 
27 
25 

9 
8 
16 
NA 
15 
16 

3 
31 

1 
NA 

2 

4 

17 

21 

9 

24 
29 


high 
average 

high 

NA 

average 

very  low 


1.20 
0.48 
3.04 
none 
0.40 
1.20 


high 

2.92 

very  high 

0.88 

average 

1.52 

very  low 

0.20 

low 

1.20 

low 

1.00 

average 

3.10 

very  high 

0.40 

low 

none 

very  low 

0.60 

average 

1.32 

average 

3.04 

high 

0.80 

average 

2.72 

average 

2.48 

NA 

none 

low 

0.10 

high 

none 

average 

none 

low 

1.00 

NM 

none 

NA 

none 

NM 

none 

average 

0.64 

very  high 

1.44 

average 

0.48 

very  low 

none 

average 

0.40 

very  high 

0.96 

2.5 

35 

7 

2.5 

31 

NA 

6.4 

96 

11 

NA 

NA 

NA 

1.1 

20 

NA 

2.5 

58 

30 

average 

0.60 

1.3 

25 

0 

low 

1.00 

0.6 

23 

12 

very  low 

none 

NA 

NA 

NA 

average 

0.88 

2.8 

117 

18 

average 

1.60 

8.3 

84 

-14 

low 

0.40 

1.2 

11 

16 

6.5 
5.0 
5.4 
0.8 
8.6 
6.5 

4.0 
1.1 
NA 
4.2 
2.0 
6.5 

3.3 
2.9 
7.7 
NA 
0.6 


NA 
7.1 
NA 
NA 
NA 
4.5 

3.6 
1.6 
NA 
1.2 
1.8 


Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 


77 
38 
41 
9 
NM 
42 

51 
18 
NA 
200 
22 
70 

56 
35 
60 
NA 
6 
NA 

NA 
175 
NA 
NA 
NA 
47 

56 
NM 
NA 
19 
47 


10 

19 

2 

-3 

6 

58 
NA 
10 
14 

3 

18 

19 

3 

NA 
37 
NA 

NA 
14 
NA 
NA 
NA 
26 

24 
NA 
NA 
18 
12 
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START  PLANNING  FOR  RETIREMENT. 
RESERVE  YOUR  SEATS  NOW. 


If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it9  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  to  keep  pace  with  the  rapidly  rising  cost  of 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still. 

It's  time  to  contact  The  New  England.  With 
more  than  150  years  of  experience  and  more  than 
S55  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 


Retimmenl 
PkmniiK) 


options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  make  sure  it  changes  as  your  needs  change. 

So,  if  you  want  the  best  seats  available 
for  your  retirement,  act  now 

Reservations  will  be  gladly  accepted. 
Call  1-800-662-2448,  Ext.  889  for  more 
information,  including  our  free  brochure. 
The  New  England.  \bur  Financial  Partner, 
\bur  Financial  Future. 


mg  The  New  England 

«*** !         Insurance  and  Investment 


® 


The  name  The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Company  Boston.  Massachusetts 


HULL   O  MILL  I 


THE  FORBES  SOOs 


Company/fiscal  year-end 

Ticker 
symbol 

Exch 

n 

n 

5-y< 
high 

21* 
77 

Stock 

jar      12-m 
low  high 

Price/earnings  ratios 
latest         1991     . 

12             est 
months 

onth 
low 

recent 

latest  12  months 
price      relative  to 
change       market 

year 
price 
change 

to  date 
relative  to 
market 

Coca-Cola  Enterprises/Dec 
Colgate-Palmolive/Dec 

CCE 
CL 

11*    20 
28      77 

12 
56 

18'/4 

75'/2 

16% 
28 

109 
12i 

18% 
2 

106 
92 

28.1            26.5 
16.6            14.7 

Colorado  Natl  Bkshs/Dec 

COLC 

0 

23 

8      17 

8 

143/8 

-7    < 

88 

55 

140 

57.5           21.5 

Columbia  Gas  System/Dec 
Comcast/Dec 

CG 
CMCSA 

n 

0 

57 
20 

27      55 
7      16 

42 
8 

443/8 
157/s 

-4 
11 

91 
105 

-5 
21 

85 
109 

20.1            15.6 
NM              NM 

Comdisco  Sept 

CDO 

n 

37 

12      28 

15 

247/8 

-7 

88 

35 

122 

11.9              9.8 

Comerica/Dec  CMCA  o  59  29  57  32 

Commerce  Bcshs/Dec  CBSH  o  30  13  26  19 

Commercial  Federal/June  CFCN  o  19        2  5  2 

Commonwealth  Ed/Dec  CWE  n  41  23  40  27 

Community  Psych/Nov  CMY  n  39  16  39  22 

Compaq  Computer/Dec  CPQ  n  74        6  74  36 

Computer  Associates/Mar  CA  n  22        4  17  4 

Computer  Sciences/Mar  CSC  n  73  30  64  37 

ConAgra/May  CAG  n  44  14  44  27 

Conner  Peripherals/Dec  CNR  n  31*       7*  31  15 

Conseco/Dec  CNC  n  55        7  55  17 

Consolidated  Edison/Dec  ED  n  30  19  27  20 


51  Va 
245/s 
35/s 
40 
36 
595/s 

8'/4 

60 

43 

24'/2 

50'/8 

25'/8 


10 
3 

26 
14 
66 
21 

-43 
29 
56 
26 
93 
-4 


104 
97 
119 
107 
157 
114 

54 
121 
147 
119 
182 

90 


22 
6 

66 
15 

24 
6 

6 

23 
16 

4 
78 

6 


109 
96 
149 
103 
111 
95 

96 
110 
104 

93 
160 

95 


6.8 

8.2 

20.2 

NM 

20.0 

11.6 

9.5 

14.2 

20.9 

9.8 

9.2 

10.7 


6.7 

7.6 

NA 

11.8 

17.6 
10.3 

8.3 

13.6 

16.9 

8.2 

8.8 

10.6 


Consol  Freightways/Dec 

CNF 

n 

41 

11 

22 

11 

15 

-14 

81 

28 

115 

NM 

15.3 

Consol  Natural  Gas/Dec 

CNG 

n 

53 

23 

53 

40 

40% 

-8 

87 

-7 

83 

21.3 

16.0 

Consolidated  Papers/Dec 

CPER 

0 

46 

23 

42 

30 

361/2 

-12 

83 

-5 

86 

11.2 

13.2 

Consolidated  Rail/Dec 

CRR 

n 

51* 

20* 

51 

32 

46Vs 

4 

98 

16 

104 

9.1 

9.8 

Continental  Airlines/Dec 

CTA 

a 

52 

1 

9 

1 

3V< 

-61 

37 

86 

167 

NM 

NM 

Continental  Bank/Dec 

CBK 

n 

37 

7 

18 

7 

11 '/8 

-34 

62 

25 

113 

15.9 

6.3 

Continental  Corp/Dec 

CIC 

n 

55 

16 

31 

16 

27  % 

-9 

86 

9 

98 

10.7 

33.9 

Control  Data/Dec 

CDA 

n 

38 

7 

22 

7 

12 

-35 

61 

35 

121 

NM 

11.8 

Cooper  Industries/Dec 

CBE 

n 

55 

18 

55 

31 

481/2 

19 

112 

18 

106 

17.3 

15.7 

Adolph  Coors/Dec 

ACCOB 

0 

32 

16 

27 

17 

237/s 

36 

129 

16 

105 

22.7 

14.3 

CoreStates  Financial/Dec 

CSFN 

0 

50 

23 

45 

23 

34'/2 

-9 

86 

9 

98 

16.8 

9.2 

Coming/Dec 

GLW 

n 

62 

17 

62 

35 

60'/4 

32 

125 

34 

121 

19.6 

19.4 

Costco  Wholesale/Aug 

COST 

0 

70 

6 

70 

30 

683/4 

91 

180 

42 

128 

43.8 

33.9 

CPC  International/Dec 

CPC 

n 

85 

26 

85 

65 

82 

24 

117 

-2 

88 

17.0 

15.1 

Cray  Research  t/Dec 

CYR 

n 

136 

20 

51 

20 

38 

-18 

77 

27 

114 

9.5 

9.0 

Crestar  Financial/Dec 

CRFC 

0 

36 

11 

29 

11 

163/s 

-40 

56 

19 

107 

8.8 

7.4 

CrossLand  Savings  FSB/Dec 

CRL 

n 

25 

V* 

2 

Va 

3/4 

-68 

NM 

82 

NM 

NM 

NA 

Cruwn  Central  Pet/Dec 

CNPA 

a 

42 

12 

36 

19 

303/s 

-3 

92 

31 

117 

11.5 

8.6 

Crown  Cork  &  Seal/Dec 

CCK 

n 

69 

27 

69 

50 

61V8 

21 

114 

9 

98 

16.6 

14.1 

CSX/Dec 

CSX 

n 

42 

22 

39 

26 

363/s 

5 

99 

15 

103 

8.8 

9  7  . 

Cullen/Frost  Bankers/Dec 

CFBI 

0 

21 

5 

12 

5 

73/4 

-15 

80 

21 

109 

NM 

28.7  . 

Cummins  Engine/Dec 

CUM 

n 

95 

31 

56 

31 

347/s 

-25 

71 

-6 

84 

NM 

NM 

Cyprus  Minerals/Dec 

CYM 

n 

33 

9 

27 

14 

203/s 

-22 

74 

10 

99 

8.6 

8.6 

Dana/Dec 

DCN 

n 

54 

20 

38 

20 

28'/8 

-19 

77 

-6 

85 

15.2 

13.8 

Dauphin  Deposit/Dec 

DAPN 

0 

38 

24 

36 

2.4 

34'/4 

8 

102 

26 

113 

9.6 

10.1 

Dayton  Hudson/Jan 

DH 

n 

80 

22 

80 

46 

67 '/2 

0 

94 

18 

106 

12.5 

11.6 

Dean  Foods/May 

DF 

n 

49 

23 

49 

30 

44'/? 

43 

135 

11 

100 

17.9 

15.0 

Deere  &  Co/Oct 

DE 

n 

78 

22 

78 

38 

50'/4 

-30 

66 

7 

96 

13.2 

20.8 

Delta  Air  Lines/June                       DAL               n 
*Range  is  for  less  than  period  indicated.    tPrices  as  originally 

86 

32 

81 

53 

70 

-4 

91 

26 

113 

NM 

NM 

reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    tEarnings  reported  after  Mar 

22,  1991.    NA:  Not  available  or 

not  applicable.    NM: 

Not  meaningful. 

E:  Estimate. 

D-D: 

Deficit  to  deficit 

.    D-P:  Deficit  to  profit. 

P-D:  Profit  to  deficit. 

Stock  prices 

as  of  Mar  22,    ] 

1991. 

296 


Forbes  ■  April  29,  1991 


net 
profit 
margin 

latest 

12-month 

EPS 

1990 
EPS 

— Earnings — 

estimated 

1991 

EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

Divk 

yield 

payout 

5-year 

growth 

rate 

2.3% 

$0.65 

$0.65 

$0.69 

6% 

19 

average 

$0.05 

0.3% 

8% 

19% 

5.6 

4.56 

4.56 

5.15 

13 

19 

very  high 

1.80 

2.4 

39 

8 

0.7 

0.25 

0.25 

0.67 

168 

8 

low 

0.16 

1.1 

64 

NA 

4.4 

2.21 

2.21 

2.85 

29 

21 

average 

2.32 

5.2 

105 

-12 

dei 

-1.58 

-1.58 

-1.36 

D-D 

6 

average 

0.14 

0.9 

NM 

30 

4.1 

2.09 

2.09 

2.53 

21 

9 

high 

0.28 

i.r 

13 

25 

9.7 

7.55 

7.55 

7.60 

1 

12 

high 

2.60 

5.1 

34 

18 

9.6 

3.02 

3.02 

3.23 

7 

7 

high 

0.72 

2.9 

24 

7 

0.2 

0.18 

^1.61 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.4 

0.22 

0.22 

3.39 

NM 

27 

average 

3.00 

7.5 

NM 

0 

22.4 

1.80 

1.80 

2.05 

14 

28 

high 

0.36 

1.0 

20 

11 

12.6 

5.14 

5.14 

5.78 

12 

41 

average 

none 

NA 

NA 

NA 

12.4 

0.87 

0.85E 

1.00 

18 

19 

low 

0.10 

1.2 

11 

NA 

4.0 

4.22 

3.95E 

4.40 

11 

17 

high 

none 

NA 

NA 

NA 

1.5 

2.06 

2.16E 

2.54 

18 

17 

high 

0.69 

1.6 

33 

18 

1.0 

2.51 

2.51 

2.98 

19 

15 

average 

none 

NA 

NA 

NA 

5.6 

5.46 

5.46 

5.69 

4 

4 

average 

0.24 

0.5 

4 

NA 

10.0 

2.34 

2.34 

2.38 

2 

27 

high 

1.86 

7.4 

79 

8 

def 
6.0 
15.0 
7.3 
def 
2.4 

2.5 
0.2 
5.8 
2.1 
4.4 
9.8 

1.3 
6.5 
14.0 
4.8 
def 
1.3 

3.5 
5.1 

def  ; 
def  v' 
5.9 
1.4 

13.5 
2.8 
3.1 
3.8 
def 


-1.16 
1.91 
3.27 
5.10 

-57.52 
0.70 

2.53 
0.05 
2.81 
1.05 
2.06 
3.07 

1.57 
4.83 
4.02 
1.87 
-33.09 
2.65 

3.71 
4.15 
-0.94 
-14.47 
2.38 
1.85 

3.56 
5.41 
2.48 
3.81 
-3.77 


-1.16 
1.91 
3.27 
5.10 

-57.52 
0.70 

2.53 
0.05 
2.81 
1.05 
2.06 
3.07 

1.40 
4.83 
4.02 
1.87 
-33.09 
2.65 

3.71 
4.15 
-0.94 
-14.47 
2.38 
1.85 

3.56 

5.41 

2.63E 

5.42 

5.79 


0.98 
2.54 
2.77 
4.76 
-3.81 
1.76 

0.80 
1.02 
3.10 
1.67 
3.75 
3.1Q. 

2.03 
5.43 
4.24 
2.21 
NA 
3.52 

4.36 
3.76 
0.27 
^.17 
2.38 
2.04 

3.40 
5.81 
2.96 
2.42 
-2.91 


D-P 
33 

-15 
-7 

D-D 

151 

-68 
NM 
10 
59 
82 
1 

45 

12 

5 

18 
NA 
33 

18 

-9 

D-P 

D-D 

0 
10 

-4 
7 

13 
-55 
P-D 


17 
22 
18 
16 
10 
17 

24 

10 

23 

8 

26 
14 

14 
32 
25 
14 
NA 
3 

5 
17 

4 
15 
12 
15 

4 

30 
10 
27 
20 


very  low 
average 
average 
average 
very  low 
low 

very  low 

average 

high 

average 

low 

high 

average 

very  high 

average 

low 

NA 

average 

high 

average 

low 

very  low 

low 

low 

average 

average 

high 

low 

very  low 


none 
1.88 
1.28 
1.60 
none 
1.00 

2.60 
none 
1.16 
0.50 
1.92 
1.00 

none 
2.20 
none 
1.32 
none 
0.80 

none 
1.40 
none 
2.20 
0.80 
1.60 

1.48 
1.44 
0.74 
2.00 
1.20 


NA 
4.6 
3.5 
3.4 
NA 
9.0 

9.6 
NA 
2.4 
2.1 
5.6 
1.7 

NA 
2.7 
NA 
8.1 
NA 
2.6 

NA 
3.8 
NA 
6.3 
3.9 
5.7 

4.3 
2.1 
1.7 
4.0 
1.7 


NA 
98 
39 
31 
NA 
143 

103 
NA 
41 
48 
93 
33 

NA 
46 
NA 
71 
NA 
30 

NA 
34 
NA 
NM 
34 
86 

42 
27 
30 
52 


NA 
10 
15 
43 
NA 
72 


1 

11 
13 


22 
NA 
18 
NA 

0 

NA 
6 

NA 
0 

NA 
6 

12 
12 
25 
64 
9 


Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Company/fiscal  year-end  Ticker         Exch 

symbo! 


Deluxe/Dec  DLX  n 

Deposit  Guaranty/Dec  DEPS  o 

DeSotot/Dec  DSO  n 

Detroit  Edison/Dec  DTE  n 

Diamond  Shamrock/Dec  ORM  n 

Digital  Equipment/June  DEC  n 

Dillard  Dept  Stores/Jan  DDS  n 

Dime  Savings  Bank  FSB/Dec  DME  n 

Discount  Corp  of  NY/Dec  DCY  n 

Walt  Disney/Sept  DIS  n 

Dominion  Bankshares/Dec  DMBK  o 

Dominion  Resources/Dec  D  n 

RR  Donnelley  &  Sons/Dec  DNY  n 

Dover/Dec  DOV  n 

Dow  Chemical/Dec  DOW  n 

Dow  Jones/Dec  DJ  n 

Downey  S&L  Assn/Dec  DSL  n 

DPL/Dec  DPL  n 


-Stock  price- 


-Stock  performance- 


5-year      12-month      recent 
high    low  high    low 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price       relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


42 
42 
53 
31 
29* 
200 

108 

27* 

30 
137 

26 

52 

53 
42 
76 
56 
24 
21 


20  40 

18  27 
8  48 

12  31 

7*  28 

46  95 

24  108 

2*  9 

7  13 

34  137 

5  20 

37  49 

26  50 

19  42 
31  70 
18  30 

7  20 

14  21 


27 

18 

8 

25 
17 
46 


38'/4 
243/4 
93/s 
285/8 
25 
69V6 


63  101  % 


5'/4 
103/8 


86  119 


5 
41 

34 
28 
37 
18 
10 
17 


83/8 

47 

47 

397/s 
473/4 
243/s 

14'/4 

203/8 


28% 
-8 
-1 
16 
4 
-11 

44 

-32 

-9 

4 

-56 

6 

5 

3 

-29 

-13 

-3 

5 


120 
86 
93 

109 
98 
84 

136 
64 
86 
98 
41 

100 

99 
97 
67 
82 
92 
99 


9% 
25 
14 

1 

30 
26 

16 
121 
11 
17 
22 
0 

18 

0 

1 

2 
12 

6 


98 
113 
102 

91 
117 
113 

104 
198 

99 
105 
109 

90 

106 
90 
90 
91 

100 
95 


18.8 
8.0 
0.4 
8.8 
8.2 
NM 

20.2 
NM 

21.6 

19.8 
NM 

10.7 

16.2 

15.6 

9.4 

23.0 

5.5 

9.1 


Engelhard/Dec 

Enron/Dec 

Enserch/Dec 

Entergy /Dec 

Equifax/Dec 

Equimark/Dec 

Equitable  of  Iowa/Dec 

Ethyl/Dec 

Exxon/Dec 

Farm  &  Home  Finl/Dec 

Federal  Express/May 

Federal  Home  Loan  Mor/Dec 


EQICB 

EY 

XON 

FAHS 

FDX 

FRE 


36 

33 
58 
26* 
76 
105* 


14  31 

14  33 

27  58 

6*  13 

30  58 

30*  82 


14 

21 

45 

6 

30 
30 


22 
295/8 
57'/8 
91/? 
35'/b 
74 


-24 

18 

25 

-21 

-36 

13 


71 
111 
118 

75 

60 

106 


29 
26 
12 
31 
4 
52 


116 
113 
100 
118 
93 
136 


6.6 

15.2 

14.6 

NM 

NM 

10.7 


16.9 
6.7 
NA 
8.8 
9.7 

16.3 

16.7 
6.4 

17.3 

18.6 
8.1 

10.6 

15.2 
15.3 
12.2 
21.0 
5.0 
10.1 


DQE/Dec 

DQE 

n 

26 

11 

26 

21 

25 

21 

114 

0 

90 

11.2 

10.7 

Dresser  Industries/Oct 

Dl 

n 

29 

7 

29 

17 

24  Vs 

-2 

92 

16 

104 

19.2 

15.8 

Dreyfus/Dec 

DRY 

n 

46 

16 

38 

22 

35'/2 

-3 

92 

28 

115 

22.8 

16.9 

El  du  Pont  de  Nemours/Dec 

DD 

n 

44 

24 

42 

31 

36 '/2 

-4 

91 

-1 

89 

10.7 

11.7 

Duke  Power/Dec 

DUK 

n 

32 

20 

32 

26 

283/4 

5 

99 

-6 

84 

12.0 

11.2 

Dun  &  Bradstreet/Dec 

DNB 

n 

72 

36 

49 

36 

465/s 

2 

96 

11 

99 

16.7 

15.9 

EC 

n 

29 

15 

26 

17 

253/4 

40 

132 

36 

122 

16.4 

13.5 

ENE 

n 

63 

31 

63 

50 

56'/2 

7 

101 

3 

93 

16.1 

19.0 

ENS 

n 

28 

13 

28 

17 

193/8 

-22 

73 

-4 

86 

14.3 

17.3 

ETR 

n 

24 

8 

24 

18 

24 

20 

113 

7 

96 

9.8 

10.0 

EFX 

n 

22 

9 

22 

14 

17'/8 

9 

103 

10 

99 

22.6 

15.4 

EQK 

n 

28 

1 

11 

1 

2 

-80 

18 

-11 

80 

NM 

NA 

4.3 
14.5 
13.9 
6.6 
9.6 
8.5 


Federal  Natl  Mortgage/Dec 

FNM 

n 

49 

8 

49 

25 

42^4 

26 

119 

20 

108 

9.5 

8.5 

Federal  Paper  Board/Lu 

FBO 

n 

30 

11 

26 

13 

25 

5 

99 

36 

122 

9.1 

123 

Fifth  Third  Bancorp/Dec 

FITB 

0 

41 

20 

41 

23 

39'/4 

14 

107 

19 

107 

12.8 

11.7 

First  Alabama  Bcshs/Dec 

FABC 

0 

27 

13 

23 

15 

22 

39 

131 

24 

111 

10.5 

9.8 

First  American  Corp/Dec 

FATN 

0 

35 

5 

20 

5 

9'/8 

-49 

48 

43 

128 

NM 

20.8 

"Range  is  for  less  than  period  indicated.    rPrires  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    NA:  Not  available  or  not 
applicable.    NM:  Not  meaningful.    E:  Estimate.    D-D  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  asof  Mar  22,  1991. 


E-Systems/Dec 

ESY 

n 

41 

23 

40 

24 

375/8 

26 

119 

9 

98 

13.7 

11.0 

Eastman  Kodak/Dec 

EK 

n 

71 

34 

47 

34 

431/8 

12 

106 

4 

93 

19.9 

10.6 

Eaton/Dec 

ETN 

n 

72 

37 

64 

41 

573/4 

4 

98 

16 

104 

11.4 

13.5 

Echlin/Aug 

ECH 

n 

25 

9 

14 

9 

123/4 

-4 

91 

13 

102 

15.7 

14.7 

EG&G/Dec 

EGG 

n 

45 

27 

42 

28 

40'/s 

4 

98 

32 

118 

15.7 

14.2 

Emerson  Electric/Sept 

EMR 

n 

45 

26 

45 

31 

433/s 

12 

105 

15 

103 

15.7 

15.0 

298 


Forbesi  April  .1l».  199] 


latest 

12-month 

EPS 

1990 
EPS 

Firninir^ 

indicated 
rate 

Dividends 

yield             payout 

5-year 

growth 

rate 

net 

profit 

margin 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

12.2% 

$2.03 

$2.03 

$2.26 

11% 

14 

high 

$1.16 

3.0% 

57% 

16% 

5.2 

3.10 

3.10 

3.71 

20 

5 

average 

1.56 

6.3 

50 

6 

118.7 

21.68 

21.68 

NA 

NA 

NA 

NA 

0.16 

1.7 

1 

-32 

15.6 

3.26 

3.26 

3.27 

0 

23 

high 

1.78 

6.2 

55 

1 

2.9 

3.04 

3.04 

2.58 

-15 

12 

average 

0.52 

2.1 

17 

29 

def 

-0.73 

0.59 

4.23 

NM 

31 

average 

none 

NA 

NA 

NA 

5.1 

5.01 

5.01 

6.05 

21 

20 

high 

0.20 

0.2 

4 

12 

def 

-5.94 

-5.94 

0.82 

D-P 

6 

very  low 

none 

NA 

NA 

NA 

1.1 

0.48 

0.48 

0.60 

25 

1 

NM 

0.40 

3.9 

83 

-21 

13.6 

6.02 

6.00 

6.39 

7 

31 

high 

0.70 

0.6 

12 

19 

def 

-1.02 

-1.02 

1.04 

D-P 

11 

low 

0.44 

5.3 

NM 

6 

12.6 

4.38 

4.38 

4.43 

1 

29 

very  high 

3.44 

7.3 

79 

4 

6.5 

2.91 

2.91 

3.09 

6 

18 

average 

1.00 

2.1 

34 

11 

7.0 

2.55 

2.55 

2.61 

2 

10 

average 

0.80 

2.0 

31 

15 

7.0 

5.10 

5.10 

3.93 

-23 

29 

average 

2.60 

5.4 

51 

25 

6.2 

1.06 

1.06 

1.16 

9 

19 

average 

0.76 

3.1 

72 

14 

10.5 

2.60 

2.60 

2.85 

10 

3 

low 

0.28 

2.0 

11 

11 

16.2 

2.23 

2.23 

2.02 

-9 

17 

average 

1.62 

7.9 

73 

4 

10.7 

2.24 

2.24 

2.34 

4 

16 

very  high 

1.44 

5.8 

64 

3 

3.6 

1.26 

1.29 

1.53 

19 

28 

average 

0.60 

2.5 

48 

31 

23.8 

1.56 

1.56 

2.10 

35 

11 

average 

0.52 

1.5 

33 

3 

5.8 

3.40 

3.40 

3.13 

-8 

28 

average 

1.68 

4.6 

49 

13 

14.6 

2.40 

2.40 

2.56 

7 

24 

high 

1.64 

5.7 

68 

5 

10.5 

2.80 

2.80 

2.93 

5 

27 

high 

2.12 

4.5 

76 

21 

4.7 

2.74 

2.74 

3.41 

24 

23 

very  high 

0.75 

2.0 

27 

9 

3.7 

2.17 

2.17 

4.08 

88 

25 

average 

2.00 

4.6 

92 

6 

4.9 

5.05 

5.05 

4.28 

-15 

23 

average 

2.20 

3.8 

44 

21 

27 

0.81 

0.85 

0.87 

2 

17 

average 

0.70 

5.5 

86 

12 

3.0 

2.60 

2.60 

2.87 

10 

10 

very  high 

0.84 

2.1 

32 

10 

8.0 

2.77 

2.75 

2.89  - 

5 

25 

high 

1.32 

3.0 

48 

15 

2.4 

1.57 

1.57 

1.91 

22 

8 

average 

0.68 

2.6 

43 

7 

1.5 

3.52 

3.52 

2.98 

-15 

23 

low 

2.48 

4.4 

70 

0 

3.7 

1.36 

1.36 

1.12 

-18 

21 

low 

0.80 

4.1 

59 

-4 

12.0 

2.44 

2.44 

2.39 

-2 

21 

average 

1.20 

5.0 

49 

NA 

5.9 

0.79 

0.79 

1.16 

47 

13 

high 

0.52 

2.9 

66 

18 

def 

-11.96 

-11.96 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

3.6 

3.35 

3.35 

5.15 

54 

5 

average 

1.20 

5.5 

36 

8 

9.2 

1.95 

1.95 

2.04 

5 

22 

average 

0.60 

2.0 

31 

42 

4.7       * 

3.96 

3.96 

4.18 

6 

42 

average 

2.68 

4.6 

68 

9 

1.4      v 

-0.24 

-0.24 

1.45 

D-P 

2 

NM 

0.30 

3.2 

NM 

-18 

0.2 

0.34 

2.45E 

3.66 

49 

8 

low 

none 

NA 

NA 

NA 

10.4 

6.90 

6.90 

8.75 

27 

16 

average 

2.00 

2.7 

29 

NA 

9.2 

4.50 

4.50 

5.03 

12 

22 

high 

0.88 

2.1 

20 

88 

8.7 

2.74 

2.74 

2.04 

-26 

16 

average 

1.00 

4.0 

36 

40 

14.4 

3.07 

3.07 

3.35 

9 

9 

high 

1.08 

2.8 

35 

18 

11.2 

•      2.10 

2.10 

2.25 

7 

7 

high 

0.96 

4.4 

46 

8 

def 

-2.69 

-2.69 

0.44 

D-P 

9 

very  low 

none 

NA 

NA 

NA 

Sources:  William  O'Nell  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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CEREBRAL  AEROBICS  PROGRAM  N^  3. 


ir  Lawrence  pulled  Volume 
IV  from  the  shelf,  blew  off  a 
cloak  of  dust  and  opened 

brittle  pages.  He  could 

scarcel; 

what  he 

found 

inside.! 

True,  he 
hadn't  consulted 
these  particular 
journals  in 
years  and, 
admittedly, 
he  had 
acquired  the 
ten-volume  set  in 

his  youth  from  an     ^  ^M      J  JP^^^^  ^, 

odd  little  book  store  on  the      ~l*^    '  rj 

Thames,  but  still!  Holes!?  A  bookworm  had  eaten  clean  through  the  pages.  Indeed,  to 
Sir  Lawrence's  considerable  chagrin,  he  found  the  ravenous  little  bugger  had  chewed, 
in  a  straight  line,  from  the  front  cover  of  Volume  I  to  the  back  cover  of  Volume  X. 

All  of  which  brings  us  to  our  seemingly  simple  question:  If  each  book  is 
exactly  two  inches  thick,  how  far  did  the  bookworm  travel? 


©1991  ».-Tr<+nofep  lor  ••Y«..niMi!«d!f«ki!irf.iidWYSEDiraf»V«<»^^  „  .™d™«i.  J  Vpr  Ixhut  „  In,  KIM  HO.WM  —I  I  «lf.  t,  ,™.<~n«*.  ™!  I~l  I «,««.« 


■      v.-  ■      ui 


In  tussling  with  this  type  of  cerebral  aerobics^  mmiftf10^  People 

make  a  simple  but  serious  error:  They  assume  something  )  Of  course, 

this  happens  without  realizing  it.  But  still,  it  happens. 

As  you'll  see  in  a  moment,  the  way  to  avoid  making  a  false  assumption  is 
to  work  things  out  methodically.  Carefully  thinking  through  each  step. 

For  instance,  consider  this  question.  A  company  makes  one  of  the  broad 
est  lines  of  computer  terminals  in  the  world.  They  have  for  years.  In  fact,  they've 
delivered  over  three  million  of  them. 

If  you  needed  terminals  you'd  probably  think  of  them.  But  what  if  you 


needed  PCs?  Would  you  assume  that, 
nant  in  terminals,  they  must 

Tsk,  tsk.  Have  you 

Well,  as  you  may 
company  in  question  is^se 
we  don't  have  an  impressive 
PCs  it  would  be  a  shame. 

Consider  our 
models  that  offer  a  rich 


The  Decision  Series  PCs:  386sx/16s  (shown),  386sx/20, 

486/25,  486/33e  (shown).  Advanced  ergonomics,  finicky 

attention  to  detail,  exceptional  power  for  the  dollar. 


since  this  company  is  so  domi- 
not  do  a  real  number  in  PCs? 
learned  nothing? 
have  correctly  assumed,  the 
And  if  you've  been  assuming 
array  of  powerful,  priced-right 
For  both  of  us. 

new  Decision  Series.  Four 
set  of  features.  Generous 


power  supplies,  three  styles  of  economically  advanced  chassis,  multiple  configura- 
tions, popular  ^se-designed  keyboards,  aggressive  pricing  and  bundled  DOS  4.01 . 

For  starters. 

Of  course  we  realize  there's  a  good  chance  some  of  you  may  have  read 
this  far  because  you're  more  interested  in  the  answer  to  our  puzzle  than  in  our  prod- 
ucts. You've  assumed  wed  bury  the  answer  down  here  somewhere.  Well,  you're 
wrong  again.  At  least  partially.  So  go  look  on  page  349 .    To  learn  more  about  our  Decision  Series  PCs 

J  .  °      p  call  us.  We'll  send  you  complete  spec?  plus  a 

NOW  that  itS  Clear  We  make  an  impreSSive  poster  of  additional  Cerebral  Aerobics  To  help 

1*  frjn  •    1       1  1  keep  your  original  equipment  personal  com- 

line  of  rLs,  you  might  be  tempted  to  assume  we  stop       puter  m  top  form  i-soo-cet  wyse 
there  and  don't  get  into  the  even  more  sophisticated  products  like  super  fast  multi- 
processing systems  for  the  UNIX  environment.  With  speed  in  the  100  MIPS  range. 
But  you  wouldn't  assume  that  after  all  this.  Would  you? 


pspmirai  >q  jpm  xnnyod jnaCpxm pv  *w  o)  dn  j/joq  J^foy  »sof  uog 
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THE  FORBES  SOOs 

1                                          1 

Company/fiscal  year-end 

Ticker 
symbol 

Exch 

0 

n 
n 
n 

0 

5-y. 
high 

39 
37 
27 
50 
40 

;ar 
low 

Stock 
12-m 
high 

Stock  peri 
lonths 
elative  to 
market 

Armsnrn 

Price/earnings  ratios 
latest         1991 
12            est 
months 

onth 
low 

recent 

latest  12  ri 
price       r 
change 

year 
price 
change 

to  date 
relative  to 
market 

First  Bancp  Ohio/Dec 
First  Bank  System/Dec 
First  Capital  Holding/Dec 
First  Chicago/Dec 
First  Citizens  Bcshs/Dec 

FBOH 

FBS 

FCH 

FNB 

FCNCA 

17 

10 

1 

13 
18 

28 

19 

6 

35 
27 

17 

10 

1 

13 
18 

25 
17 
25/8 
205/s 
22 

-5% 

26 
-51 
-35 
-19 

89 
119     ' 

<■  46 
62 
77 

4% 
31 
61 
25 
16 

94 
117 
145 
112 
104 

9.0 
11.1 
2.7 
6.2 
7.2 

8.6 
9.5 
2.4 
6.9 
NA 

First  City  Bncp  Texas/Dec               FBT 

n 

938 

3 

35 

3 

5'/8 

-«5 

14 

11 

99 

NM 

34.2 

First  Commerce/Dec 

FCOM 

0 

26 

13 

24 

13 

19 

-15 

81 

36 

122 

10.7 

7.5 

First  Empire  State/Dec 
First  Executive/Dec 

FES 
FEXC 

a 

0 

73 
20 

35 

70 
4 

47 

693/8 

l'/8 

6 
-60 

100 
38 

27 
183 

114 
254 

8.8 

NM 

7.9 
NA 

First  Fidelity  Bncp/Dec                   FFB 
First  Financial  Mgmt/Dec                FFM 
First  Florida  Banks/Dec                  FFBK 

n 
n 

0 

47 
39 
37 

12 

11 

8 

26 
33 
27 

12 

14 

8 

247/s 
29V6 

125/s 

20 

19 

^44 

113 

112 

53 

41 
20 
40 

127 
108 

126 

NM 

10.9 

NM 

8.1 

9.7 

11.4 

First  Hawaiian/Dec 

FHWN 

0 

27 

9 

26 

15 

24'/8 

8 

102 

22 

no 

9.9 

9.1 

First  Interstate  Bncp/Dec                1 
First  of  America  Bank/Dec               FOA 

n 
n 

70 
28 

16 
15 

46 
26 

16 
15 

293/8 
233/s 

-14 
7 

81 
101 

25 
10 

112 
99 

4.3 
7.2 

7.9 
7.2 

First  Security/Dec 
First  Tennessee  Natl/Det 

FSCO 
:                FTEN 

0 
0 

36 
37 

18 
18 

33 
26 

18 

18 

273/4 

245/8 

-14 
11 

81 
104 

12 

9 

101 
98 

8.7 
8.2 

8.1 
7.0 

First  Union/Dec 

FTU 

n 

30 

14 

23 

14 

205/s 

17 

110 

34 

120 

8.2 

7.7 

First  Virginia  Banks/Dec 
First  Wachovia/Dec 

FVB 
FW 

n 
n 

38 
50 

17 
25 

30 
50 

17 
32 

265/s 
483/4 

-1 
28 

93 
121 

17 
16 

105 
105 

8.7 
11.5 

8.8 
11.0 

Firstar/Dec 

FSR 

n 

35 

18 

31 

22 

30'/8 

2 

96 

7 

96 

7.4 

7.3 

FirstFed  Michigan/Dec 
FirsTier  Financial/Dec 

FFOM 
FRST 

0 
0 

30 
52 

9 
23 

18 
42 

9 
29 

13'/8 

36 

0 
-13 

94 
82 

24 
26 

111 
113 

13.3 

NM 

6.1 
7.6 

Fleet/Norstar  Finl/Dec 

FNG 

n 

31 

9 

24 

9 

15'/2 

-27 

69 

41 

127 

NM 

16.9 

Fleming  Cos/Dec 
FlightSafety  Intl/Dec 
Florida  Progress/Dec 
Fluor/Oct 

FLM 
FSI 
FPC 
FLR 

n 
n 
n 
n 

46 
65 
47 
55 

22 
13 
29 

11 

39 
65 
41 
55 

28 
36 
34 
29 

383/4 
463/4 
393/s 
481/? 

21 

-6 

5 

13 

114 
88 
99 

106 

10 
0 
3 

32 

99 

90 

92 

119 

12.7 
21.1 
12.3 
27.3 

11.8 
18.3 
10.8 
24.9 

FMC/Dec 

FMC 

n 

60 

16 

39 

25 

36'/8 

0 

94 

13 

102 

8.4 

8.0 

Food  Lion/Dec 

FDLNA 

0 

17 

4 

17 

11 

16'/2 

48 

140 

26 

113 

30.6 

25.4 

Ford  Motor/Dec 

F 

n 

57 

25 

49 

25 

323/4 

-32 

64 

23 

110 

17.6 

NM 

Forest  Labs/Mar 

FRX 

a 

39 

7 

39 

18 

38'/s 

94 

183 

53 

138 

44.3 

33.7 

Fortune  Financial/Sept 
Foster  Wheeler/Dec 

FORF 
FWC 

0 

n 

35 
34 

6 
10 

14 
34 

6 
18 

9'/4 

30'/8 

-24 
27 

71 
120 

12 
35 

101 
121 

NM 
27.9 

6.9 
22.5 

Fourth  Financial/Dec 

FRTH 

0 

28 

13 

28 

16 

19 

-30 

66 

12 

100 

19.4 

11.4 

FPL  Group/Dec 

FPL 

n 

38 

24 

33 

26 

29'/8 

-7 

87 

3 

93 

NM 

10.9 

Franklin  Resources/Sept 
Freeport-McMoRan/Dec 
Fruit  of  the  Loom/Dec 

BEN 
FTX 

FTL 

n 
n 
a 

36 
38 
16* 

8 
15 
4* 

36 
38 
15 

23 

31 

6 

34 '/s 
323/8 

12'/4 

6 
-4 
-5 

100 
90 
90 

13 
-6 
38 

101 

84 

124 

14.8 
6.2 
9.8 

13.5 

20.8 

8.8 

Fund  American  Cos/Dec 

FFC 

n 

62 

24 

62 

30 

603/4 

93 

182 

17 

105 

NM 

45.7 

Gannett/Dec 

GCI 

n 

56 

26 

43 

30 

42 

5 

99 

16 

104 

17.8 

17.8 

Gap/Jan 

GPS 

n 

52 

8 

52 

20 

48 

48 

139 

45 

130 

23.5 

21.3 

GATX/Dec 

GMT 

n 

38 

15 

37 

18 

32'/? 

-2 

93 

25 

112 

9.0 

8.5 

Geico/Dec 

GEC 

n 

184 

86 

184 

126 

1681/? 

17 

no 

4 

93 

12.4 

13.9 

GenCorp/Nov 
Genentecht/Dec 

GY 
GNE 

n 

n 

40 
65 

5 
16 

13 
29 

5 
21 

9'/4 

247/s 

-27 
20 

68 
113 

51 
11 

135 
99 

4.7 
NM 

10.6 
40.1 

General  Cinema/Oct 

GCN 

n 

32 

14 

25 

17 

225/8 

-2 

92 

16 

104 

13.9 

22.2 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.  ^Earnings  reported  after  Mar 
22,  1991.  NA:  Not  available  or  not  applicable.  NM;  Not  meaningful.  E:  Estimate.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit.  P-D:  Profit  to  deficit.  Stock  prices  as  of  Mar  22, 
1991. 
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net 
profit 
margin 

latest 

12-month 

EPS 

1990 
EPS 

C^rrinnp 

indicated 
rate 

Divic 

yield 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 

5-year 

growth 

rate 

9.6% 

$2.78 

$2.78 

$2.91 

5% 

5 

high 

$1.60 

6.4% 

58% 

9% 

6.1 

1.53 

1.53 

1.79 

17 

21 

average 

0.82 

4.8 

54 

-6 

4.2 

0.96 

0.96 

1.10 

15 

3 

low 

none 

NA 

NA 

NA 

4.4 

3.35 

3.35 

3.00 

-10 

23 

low 

2.00 

9.7 

60 

10 

6.8 

3.05 

3.05 

NA 

NA 

NA 

NA 

0.40 

1.8 

13 

38 

def 

4.6 

-9.87 
1.77 

-9.87 

0.15 

D-P 

4 

very  low 

0.20 

3.9 

NM 

NA 

1.77 

2.53 

43 

5 

average 

1.20 

6.3 

68 

Q 

7.6 

7.91 

7.91 

8.77 

11 

6 

very  high 

1.40 

2.0 

18 

16 

def 

-5.35 

-5.351 

NA 

NA 

4 

very  low 

none 

NA 

NA 

NA 

def 

-0.33 

-0.33 

3.07 

D-P 

18 

average 

1.20 

4.8 

NM 

-5 

5.7 

2.68 

2.68 

3.01 

12 

10 

average 

0.10 

0.3 

4 

NA 

def 

-0.73 

-0.73 

1.11 

D-P 

6 

low 

none 

NA 

NA 

NA 

13.2 

2.45 

2.45 

2.64 

8 

4 

high 

0.92 

3.8 

38 

19 

7.4 

6.79 

6.79 

3.72 

-45 

28 

low 

3.00 

10.2 

44 

3 

9.5 

3.26 

3.26 

3.26 

0 

11 

high 

1.20 

5.1 

37 

8 

6.5 

3.18 

3.18 

3.44 

8 

4 

average 

1.28 

4.6 

40 

11 

6.5 

3.01 

3.01 

3.53 

17 

8 

high 

1.68 

6.8 

56 

10 

7.5 

2.52 

2.52 

2.67 

6 

30 

average 

1.12 

5.4 

44 

13 

11.4 

3.05 

3.05 

3.02 

-1 

8 

average 

1.32 

5.0 

43 

10 

11.8 

4.25 

4.25 

4.42 

4 

29 

average 

1.84 

3.8 

43 

17 

10.0 

4.10 

4.10 

4.13 

1 

10 

average 

1.32 

4.4 

32 

7 

3.0 

0.99 

0.99 

2.17 

119 

4 

low 

0.60 

4.6 

61 

21 

0.9 

0.45 

0.45 

4.72 

NM 

2 

NM 

1.20 

3.3 

NM 

3 

def 

-0.51 

-0.51 

0.92 

D-P 

25 

very  low 

0.80 

5.2 

NM 

18 

0.8 

3.06 

3.06 

3.29 

8 

14 

high 

1.12 

2.9 

37 

10 

27.7 

2.22 

2.22 

2.56 

15 

9 

high 

0.24 

0.5 

11 

17 

8.2 

3.21 

3.21 

3.64 

13 

20 

high 

2.74 

7.0 

85 

3 

2.0 

1.78 

1.81 

1.95 

8 

20 

average 

0.32 

0.7 

18 

10 

4.2 

4.30 

4.30 

4.50 

5 

10 

average 

none 

NA 

NA 

NA 

3.1 

0.54 

0.54 

0.65    - 

20 

18 

high 

0.15 

0.9 

28 

64 

0.9 

1.86 

1.86 

-0.52 

P-D 

26 

very  low 

3.00 

9.2 

161 

29 

22.0 

0.86 

0.90E 

1.13 

26 

14 

high 

none 

NA 

NA 

NA 

def 

-0.75 

-1.27 

1.35 

D-P 

1 

NM 

0.30 

3.2 

NM 

33 

2.3 

1.08 

1.08 

1.34 

24 

15 

average 

0.50 

1.7 

46 

2 

4.5 

0.98 

0.98 

1.67 

70 

4 

average 

0.88 

4.6 

90 

6 

def 

-2.86 

-2.86 

2.74 

D-P 

26 

average 

2.36 

7.9 

NM 

4 

30.9 

2.31 

2.28 

2.52 

11 

8 

very  high 

0.46 

1.3 

20 

50 

19.8 

5.22 

5.22 

1.56 

-70 

8 

low 

2.50 

7.7 

48 

59 

5.4 

1.25 

1.25 

1.40 

12 

9 

average 

none 

NA 

K\ 

NA 

def 

-5.05 

-5.05 

1.33 

D-P 

5 

very  low 

0.68 

1.1 

NM 

18 

11.0 

2.36 

2.36 

2.36 

0 

23 

high 

1.24 

3.0 

53 

9 

7.5 

2.04 

2.04 

2.25 

10 

23 

very  high 

0.50 

1.0 

25 

23 

9.5 

3.61 

3.61 

3.82 

6 

7 

average 

1.20 

3.7 

33 

13 

10.8 

13.64 

13.64 

12.09 

-11 

19 

average 

2.28 

1.4 

17 

16 

3.5 

1.99 

1.99 

0.87 

-56 

6 

low 

0.60 

6.5 

30 

6 

def 

•  -1.05 

-1.05 

0.62 

D-P 

25 

low 

none 

NA 

NA 

NA 

5.5 

1.63 

1.51 

1.02 

-32 

7 

average 

0.48 

2.1 

29 

13 

Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Company/fiscal  year-end  Ticker         Exch 

symbol 


General  Dynamics/Dec  GD  n 

General  Electric/Dec  GE  n 

General  Mills/May  GIS  n 

General  Motors/Dec  GM  n 

General  Public  Utils/Dec  GPU  n 

General  Re/Dec  GRN  n 

General  Signal/Dec  GSX  n 

Genuine  Parts/Dec  GPC  n 

Georgia  Gulft/Dec  GGC  n 

Georgia-Pacific/Dec  GP  n 

Gerber  Products/Mar  GEB  n 

Giant  Food/Feb  GFSA  a 

Gillette/Dec  GS  n 

PH  Glatfelter/Dec  GLT  a 

GlenFed/June  GLN  n 

Golden  West  Finl/Dec  GDW  n 

Goldome/Dec  GDM  n 

BF  Goodrich/Dec  GR  n 

Goodyear/Dec  GT  n 

WR  Grace/Dec  GRA  n 

WW  Grainger/Dec  GWW  n 

Great  American  Bank/Dec  GTA  n 

Great  American  Mgmt/July  GAMI  o 

Great  A&P  Tea/Feb  GAP  n 


Stoc     rice 

5-year      12-     nth      recent 
high    low  high    low 


-Stock  performance 


latest  12  months 
price       relative  to 
change       market 


Price/earnings  ratios 

year  to  date  latest         1991 

price       relative  to        12  est 

change       market  months 


89 
76 
58 
51 
48 
100 

61 
44 
60 
62 
62 
36 

79 
53 
34 
35 
7* 
69 

77 
39 
81 
25 
26 
65 


19 
35 
17 
25 
18 


46    100 

31     59 
27     42 


5 

23 
11 


16 
49 
62 


12  31 

18  79 

21  53 

4  16 

10  35 

'/«*  2 

28  47 


13 
17 

37 
3/8 
14 


38 
32 
81 
6 
25 


20     60 


19 
50 
35 
30 
39 
69 

31 

33 

5 

25 
41 
21 

47 
32 
4 
18 
% 
30 

13 
17 
54 
3/e 
24 
38 


29'/2 
66'/4 
56V8 
37'/2 
473/4 
92'/8 

40 
40 

15'/8 

43  V4 
58'/s 
29 

72 
50 

6'/8 

28V4 

3/4 

38Vi 

22'/8 
30V8 
763/e 

lV8 

25 
53 


-22% 
4 

60 

-19 

8 

12 

-26 
5 

24 
-3 
40 
12 

40 

18 

-53 

1 

-50 

-6 

-41 

3 

3 

-78 

4 

1 


74 

98 

c151 

76 

102 

106 

70 

99 

117 

92 

132 

105 

132 
111 
44 
95 
NM 
89 

56 
97 
97 
21 
98 
95 


17% 

15 

16 

9 

5 
-1 

6 

5 

42 
16 

6 

2 

15 
15 
-4 
15 
138 
1 

17 
28 
15 
157 
0 
20 


105 

104 

104 

98 

94 

89 

95 
95 
128 
104 
95 
91 

103 
103 
86 
103 
NM 
91 

105 
115 
103 
231 
90 
108 


NM 

13.7 

20.3 

NM 

9.5 

13.4 

NM 
14.9 

4.9 
10.1 
19.3 
14.4 

22.5 
13.3 
NM 
9.8 
8.1 
7.6 


13.0 

16.5 

NM 

3.9 

13.4 


5.3 

12.7 

18.8 

NM 

9.2 

13.1 

10.6 
14.1 
8.1 
17.7 
15.4 
13.0 

18.6 

13.4 

NM 

9.0 

NM 

13.5 

34.6 
12.2 
15.8 
NM 
NA 
12.1 


Great  Lakes  Bancorp/Dec 

GLBC 

0 

28 

8 

19 

8 

11  % 

-36 

61 

27 

114 

NM 

4.5 

Great  Lakes  Chemical/Dec 

GLK 

n 

85 

15 

85 

47 

79 

58 

149 

24 

111 

19.7 

17.5 

Gt  Western  Financial/Dec 

GWF 

n 

25 

9 

21 

9 

17 

5 

99 

39 

125 

11.3 

7.7 

Greater  NY  Savings/Dec 

GRTR 

0 

13 

2 

9 

2 

3'/4 

-54 

43 

73 

155 

NM 

NA 

Greyhound  Dial/Dec 

G 

n 

46 

19 

32 

19 

31  Vz 

4 

98 

28 

115 

NM 

10.4 

Grumman/Dec 

GQ 

n 

33 

13 

21 

14 

155/8 

1 

95 

-20 

71 

6.3 

6.5 

GTE/Dec 

GTE 

n 

36 

15 

34 

24 

313/4 

1 

95 

9 

97 

14.1 

14.5 

Gulf  States  Utils/Dec 

GSU 

n 

14 

5 

12 

9 

ll3/4 

-1 

93 

7 

96 

NM 

14.5 

Halliburton/Dec 

HAL 

n 

59 

17 

59 

40 

483/4 

7 

101 

7 

96 

26.4 

20.1 

Hannaford  Bros/Dec 

HRD 

n 

45 

13 

45 

30 

40'/2 

22 

115 

13 

101 

19.0 

17.2 

Hanover  Insurance/Dec 

HINS 

0 

38 

21 

31 

21 

30 

3 

98 

13 

102 

11.6 

12.9 

Harcourt  Bracet/Dec 

HBJ 

n 

64 

'/2 

5 

Vz 

7/8 

-68 

NM 

-6 

NM 

NM 

NM 

Harnischfeger  Inds/Oct 

HPH 

n 

30 

9 

24 

12 

18'/8 

-20 

76 

8 

97 

8.4 

9.2 

Harris  Corp/June 

HRS 

n 

43 

14 

36 

14 

25 

-22 

73 

26 

113 

28.1 

10.3 

Harsco/Dec 

HSC 

n 

39 

18 

28 

18 

247/8 

-6 

89 

-4 

86 

9.0 

9.4 

Hartford  Steam  Boiler/Dec 

HSB 

n 

62 

17 

62 

44 

573/4 

3 

97 

18 

106 

15.2 

17.1 

Hasbro/Dec 

HAS 

a 

31 

10 

25 

11 

233/s 

18 

111 

50 

134 

15.2 

12.4 

Hawaiian  Electric/Dec 

HE 

n 

40 

22 

37 

27 

33 

-8 

86 

4 

94 

16.3 

11.2 

HJ  Heinz/Apr 

HNZ 

n 

39 

17 

39 

29 

•38'/8 

26 

119 

11 

100 

18.9 

16.4 

Henley  Group/Dec 

HENG 

0 

62* 

15* 

39 

15 

19'/4 

-47 

50 

20 

108 

NM 

NM 

Hercules/Dec 

HPC 

n 

74 

26 

42 

26 

40'/2 

15 

109 

20 

108 

19.9 

13.9 

Hershey  Foods/Dec 

HSY 

n 

42 

19 

42 

30 

40Vs 

31 

124 

8 

97 

17.0 

16.4 

Hewlett-Packard/Oct 

HWP 

n 

74 
ally  reporte 

25 

1  adjus 

51 

25 

47  V* 

2 

96 

48 

133 

14.9 

13.7 

*Range  is  for  less  than  period  indicated.    tPrices  as  origin 

ted  for  splits;  stock  performance  includes  value  of  special  distributions.    ♦Earnings  reported  after  Mar 

22,  1991.    NA:  Not  available  o 

not  applicable. 

NM:  Not  meaningful. 

E:  Estimate. 

D-D: 

Deficit  to  deficit 

.    DP:  Deficit  to  profit. 

P-D:  Profit  to  deficit. 

P-Z:  Profit  to  zero 

.    Stock 

prices  as  of  Mar  22, 1991. 
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net 

profit 

margin 


8.5 

14.1 

def 

8.5 
0.5 
5.6 


def 
13.2 
4.6 
def 
0.5 
2.1 


latest 

12-month 

EPS 


1990 
EPS 


-Earnings- 
estimated 
1991 
EPS 


-Dividends- 


%  change 

'91vs'90 

EPS 


number 

of 
analysts 


confidence 
factor  on 
estimate 


indicated 
rate 


yield 


3.20 
3.76 
NA 
2.87 
0.10 
5.04 


-7.18 
4.01 
1.50 

-1.47 
0.38 
2.48 


3.20 
3.76 
3.79 
2.87 
0.10 
5.04 


3.88 
3.74 
-0.73 
3.14 
0.00 
2.83 


21 

-1 

P-D 

9 

P-Z 

-44 


20 
7 

12 

14 
1 

12 


very  high 
average 
very  low 
average 
NM 
average 


1.24 
1.20 
none 
0.18 
none 
2.20 


-7.18 
4.01 
1.50 

-1.47 
0.38 
2.48 


2.52 
4.52 
2.22 
NA 
3.03 
2.39 


D-P 
13 
48 
NA 


2 

17 
14 
NA 
13 
15 


NM 

high 

average 

NA 
average 
average 


none 
0.52 
0.84 
none 
1.40 
1.00 


1.7 
2.4 
NA 
0.6 
NA 
5.8 


NA 
0.7 
4.9 
NA 
4.4 
6.4 


payout 


39 

32 

NA 

6 

NA 
44 


def 

-0.66 

-0.66 

0.64 

D-P 

8 

very  low 

0.40 

1.8 

NM 

3.0 

2.36 

2.36 

2.51 

6 

16 

average 

1.40 

4.6 

59 

6.6 

4.62 

4.62 

4.84 

5 

17 

high 

1.16 

1.5 

25 

def 

-7.21 

-7.21* 

-4.97 

D-D 

3 

very  low 

none 

NA 

NA 

3.9 

6.49 

3.67 

NA 

NA 

NA 

NA 

none 

NA 

NA 

1.3 

3.95 

3.95 

4.37 

11 

9 

high 

0.80 

1.5 

20 

13 
56 
NA 
NM 
40 


5-year 

growth 

rate 


22 
28 
NA 

16 


-17 
0 
13 
NA 
NA 
18 

NA 

16 

13 

NA 

1 

0 


8.4 

2.26 

2.26 

2.19 

-3 

26 

average 

1.58 

5.0 

70 

8 

def 

-0.99 

-0.99 

0.81 

D-P 

20 

low 

none 

NA 

NA 

NA 

2.9 

1.85 

1.85 

2.42 

31 

30 

average 

1.00 

2.1 

54 

-1 

2.5 

2.13 

2.13 

2.35 

10 

12 

high 

0.52 

1.3 

24 

15 

3.0 

2.58 

2.58 

2.33 

-10 

9 

low 

0.44 

1.5 

17 

39 

def 

-1.36 

-1.36 

-0.99 

D-D 

4 

low 

none 

NA 

NA 

NA 

4.0 
1.2 
4.1 
14.0 
5.9 
4.3 


2.16 
0.89 
2.77 
3.80 

1.54 
2.02 


2.18 
3.30 
2.77 
3.80 
1.54 
2.02 


1.98 
2.42 
2.64 
3.38 
1.89 
2.96 


-9 
-27 
-5 
-11 
23 
47 


12 
15 

6 
16 
15 

7 


average 
low 
low 
average 
average 
average 


0.40 
1.04 
1.20 
1.80 
0.24 
2.20 


2.2 
4.2 
4.8 
3.1 
1.0 
6.7 


19 
117 
43 
47 
16 
109 


44 
3 
9 

43 

36 

6 


8.4 

2.06 

2.12E 

2.37 

12 

27 

very  high 

0.96 

2.5 

47 

16 

def 

-5.13 

-5.13 

-7.00 

D-D 

1 

NM 

none 

NA 

NA 

NA 

3.0 

2.04 

2.04 

2.92 

43 

18 

average 

2.24 

5.5 

110 

8 

79       . 

2.39 

2.39 

2.48 

4 

27 

very  high 

0.90 

2.2 

38 

16 

5.7 

3.17 

3.06 

3.45 

13 

36 

average 

0.50 

1.1 

16 

21 

Sources:  William  0  'Neil  &  Co. ;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Company/fiscal  year-end 

Ticker 
symbol 

Exch 

5-year 
high    low 

Stock 
12-m 
high 

Stock  perfc 
months 
ilative  to 
market 

Price/earnings  ratios 
latest         1991 
12            est 
months 

[Jl  ILL 

)nth 
low 

recent 

latest  12 
price      n 
change 

year 
price 
change 

to  date 
relative  to 
market 

Hibernia/Dec 

HIB 

n 

26 

4 

17 

4 

63/8 

-62% 

36 

-4% 

86 

NM 

6.3 

Hillenbrand  Inds/Nov 

HB 

n 

48 

15 

48 

30 

43 

1 

95 

13 

102 

21.0 

18.5 

Hills  Dept  Stores/Jan 

HDS 

n 

13* 

5/8* 

5 

5/8 

2 

-54 

<    43 

100 

180 

NM 

6.7 

Hilton  Hotelst/Dec 

HLT 

n 

116 

26 

58 

26 

40 

-23 

73 

7 

96 

17.1 

16.7 

Home  Depot/Jan 

HD 

n 

53 

4 

53 

27 

51 

68 

158 

32 

119 

37.8 

30.7 

HomeFed/Dec 

HFD 

n 

48 

3 

34 

3 

5 

-83 

16 

0 

90 

NM 

NM 

Homestake  Mining/Dec 

HM 

n 

24 

10 

24 

15 

16'/4 

-15 

80 

-16 

76 

NM 

43.9 

Honeywell  t/Dec 

HON 

n 

62 

24 

62 

35 

583/4 

46 

137 

32 

119 

11.7 

12.4 

Geo  A  Hormel/Oct 

HRL 

n 

23 

7 

23 

14 

22'/2 

37 

130 

18 

106 

20.6 

19.1 

Household  Intl  t/Dec 

HI 

n 

62 

19 

53 

19 

433/8 

-13 

82 

32 

118 

7.2 

7.0 

Houston  Industries/Dec 

HOU 

n 

39 

27 

38 

31 

353/4 

9 

103 

-3 

87 

13.4 

11.9 

Howard  Savings  Bank/Dec              HWRD 

0 

38 

5/8 

6 

5/8 

2 

-66 

32 

72 

154 

NM 

NA 

Hubbell/Dec 

HUBB 

a 

52 

22 

52 

34 

493/8 

24 

117 

17 

105 

17.2 

16.1 

Humana/Aug 

HUM 

n 

51 

16 

51 

38 

49'/4 

25 

118 

17 

105 

15.5 

14.4 

Huntington  Bcshs/Dec 

HBAN 

0 

21 

9 

17 

9 

145/8 

-11 

84 

31 

118 

10.1 

7.4 

ICH/Dec 

ICH 

a 

33 

2 

5 

2 

43/4 

58 

149 

46 

131 

NM 

5.6 

Idaho  Power/Dec 

IDA 

n 

31 

19 

28 

23 

263/4 

0 

94 

4 

93 

14.0 

12.3 

Illinois  Power/Dec 

IPC 

n 

32 

13 

19 

13 

18 

-1 

93 

11 

99 

NM 

12.7 

Illinois  Tool  Works/Dec 

ITW 

n 

58 

18 

58 

39 

543/s 

11 

105 

13 

101 

16.2 

15.5 

IMC  Fertilizer  Group/June               IFL 

n 

50* 

23* 

44 

30 

425/s 

20 

113 

22 

no 

12.7 

11.5 

Imcera  Group/June 

IMA 

n 

95 

25 

95 

48 

94 

66 

157 

25 

113 

27.7 

23.2 

INB  Financial/Dec 

INBF 

0 

36 

15 

29 

15 

23'/2 

-14 

81 

24 

111 

10.5 

7.3 

Ingersoll-Rand/Dec 

IR 

n 

61 

20 

61 

29 

437/s 

-19 

76 

18 

106 

12.4 

13.4 

Inland  Steel  Inds/Dec 

IAD 

n 

49 

15 

36 

19 

21?/8 

-36 

60 

-12 

79 

NM 

NM 

Integra  Financial/Dec 

ITGR 

0 

38 

13 

25 

13 

I8V2 

-24 

71 

16 

104 

17.5 

8.4 

Intel/Dec 

INTC 

0 

53 

11 

53 

28 

433/4 

3 

97 

14 

102 

13.7 

12.4 

Intelligent  Electron/Oct 

INEL 

0 

38* 

3* 

38 

11 

31'/4 

95 

184 

45 

131 

13.2 

11.7 

Intergraph/Dec 

INGR 

0 

36 

11 

26 

11 

24 

14 

107 

75 

157 

18.8 

16.1 

IBM/Dec 

IBM 

n 

176 

93 

140 

96 

lllVs 

6 

100 

-1 

89 

10.6 

10.0 

Intl  Flavors  &  Frags/Dec 

IFF 

n 

87 

35 

87 

57 

78'/8 

32 

124 

5 

94 

19.0 

17.1 

Intl  Multifoods/Feb 

IMC 

n 

42 

23 

42 

27 

41 

37 

129 

12 

101 

17.2 

13.6 

International  Paper/Dec 

IP 

n 

65 

27 

65 

43 

597/s 

16 

109 

12 

101 

11.5 

11.5 

Interpublic  Group/Dec 

IPG 

n 

45 

15 

45 

29 

43 

30 

123 

23 

110 

18.1 

16.2 

Ipalco  Enterprises/Dec 

IPL 

n 

30 

19 

28 

23 

273/4 

13 

106 

4 

93 

10.8 

10.3 

Itel/Dec 

ITL 

n 

29 

8 

22 

8 

13 

-33 

63 

35 

121 

4.9 

68.4 

in/Dec 

in 

n 

66 

40 

61 

40 

54 '/4 

4 

98 

13 

101 

7.5 

8.2 

James  River  Corp  Va/Oei 

:                JR 

n 

44 

19 

29 

19 

253/4 

5 

99 

-2 

88 

39.0 

10.5 

Jefferson-Pilot/Dec 

JP 

n 

46 

23 

45 

33 

433/8 

11 

105 

17 

105 

9.8 

10.6 

Johnson  &  Johnson/Dec 

JNJ 

n 

94 

27 

94 

55 

913/8 

64 

155 

27 

114 

26.6 

20.8 

Johnson  Controls/Sept 

JCI 

n 

47 

17 

32 

17 

273/4 

-Z 

87 

11 

100 

13.7 

11.5 

Jostens/June 

JOS 

n 

38 

14 

38 

23 

333/4 

31 

124 

3 

93 

21.8 

19.5 

JWP/Dec 

JWP 

n 

30 

5 

30 

13 

205/s 

1 

95 

34 

120 

13.2 

11.2 

Kansas  City  P&L/Dec 

KLT 

n 

36 

21 

36 

29 

355/8 

9 

103 

1 

91 

11.5 

10.5 

Kansas  Power  &  Light/Dec 

n 

33 

20 

24 

20 

233/. 

5 

99 

12 

101 

10.6 

10.3 

Kellogg/Dec 

K 

n 

94 

37 

94 

60 

92 '/s 

53 

144 

21 

109 

22.2 

19.7 

Kelly  Services/Dec 

KELYA 

0 

42 

22 

42 

27 

361/2 

4 

98 

11 

100 

15.4 

15.1 

Kemper/Oec 

KEM 

o           52 

originally  reporte 
Not  meaningful 

17      43 

i  adjusted  for 
E:  Estimate. 

17 

splits; 
D-D: 

32 

-15 

80 

35 

121 

NM 

8.1 

*Range  is  for  less  than  period  indicated.    fPrices  as 
22,  1991.    NA:  Not  available  or  not  applicable.    NM: 

stock  performance  includes  value  of  special  distributions.    ^Earnings  reported  after  Mar 
Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22, 1991 . 
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net 

profit 

margin 

def 

latest 

12-month 

EPS 

$-0.40 

1990 
EPS 

$-0.40 

P  irntnnc 

indicated 
rate 

Div 

yield 

iHpnHr. 

tarningb— 

estimated 
1991 
EPS 

$1.01 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

low 

payout 

5-year 

growth 

rate 

D-P 

8 

$0.60 

9.4% 

NM 

22% 

6.8% 

2.05 

2.05 

2.33 

14% 

10 

high 

0.58 

1.3 

28% 

22 

def 

-0.46 

-0.27E 

0.30 

D-P 

1 

NM 

none 

NA 

NA 

NA 

10.3 

2.34 

2.34 

2.39 

2 

15 

average 

1.20 

3.0 

51 

6 

4.3 

1.35 

1.35 

1.66 

23 

20 

average 

0.12 

0.2 

9 

91 

def 

-11.57 

-11.57 

-0.04 

D-D 

14 

very  low 

0.20 

4.0 

NM 

0 

4.3 

0.21 

0.21 

0.37 

76 

17 

low 

0.20 

1.2 

95 

23 

6.1 

5.03 

5.03 

4.75 

-6 

18 

high 

1.50 

2.6 

30 

12 

3.0 

1.09 

1.01 

1.18 

17 

12 

high 

0.30 

1.3 

28 

19 

5.4 

6.05 

6.05 

6.16 

2 

15 

average 

2.20 

5.1 

36 

2 

8.1 

2.67 

2.67 

3.00 

12 

24 

average 

2.96 

8.3 

111 

2 

def 

-11.23 

-11.23 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

12.0 

2.88 

2.88 

3.07 

7 

9 

very  high 

1.48 

3.0 

51 

19 

6.3 

3.17 

3.08 

3.41 

11 

31 

very  high 

1.20 

2.4 

38 

10 

6.8 

1.45 

1.45 

1.98 

37 

12 

high 

0.80 

5.5 

55 

12 

def 

-0.88 

-0.881: 

0.85 

D-P 

3 

low 

none 

NA 

NA 

NA 

14.9 

1.91 

1.91 

2.17 

14 

16 

average 

1.86 

7.0 

97 

1 

def 

-1.53 

-1.53 

1.42 

D-P 

20 

low 

none 

NA 

NA 

NA 

7.2 

3.35 

3.35 

3.52 

5 

15 

high 

0.72 

1.3 

21 

20 

7.8 

3.35 

3.13 

3.71 

19 

9 

average 

1.08 

2.5 

32 

58 

5.0 

3.40 

2.42 

4.05 

67 

9 

average 

1.00 

1.1 

29 

-8 

6.2 

2.24 

2.24 

3.24 

45 

8 

high 

1.20 

5.1 

54 

16 

5.0 

3.55 

3.55 

3.28 

-8 

22 

average 

1.32 

3.0 

37 

5 

def 

-1.41 

-1.41 

-0.59 

D-D 

13 

very  low 

0.60 

2.7 

NM 

-7 

3.5 

1.06 

1.06 

2.21 

108 

5 

low 

1.20 

6.5 

113 

13 

16.6 

3.20 

3.20 

3.54 

11 

37 

average 

none 

NA 

NA 

NA 

2.2 

2.36 

2.09 

2.68 

28 

11 

high 

none 

NA 

NA 

NA 

6.0 

1.28 

1.28 

1.49 

16 

15 

average 

none 

NA 

NA 

NA     • 

8.7 

10.51 

10.51 

11.16 

6 

34 

high 

4.84 

4.3 

46 

3 

16.3 

4.11 

4.11 

4.58  - 

11 

18 

very  high 

2.40 

3.1 

58 

19 

1.4 

2.39 

2.64E 

3.01 

14 

7 

high 

1.18 

2.9 

49 

3 

4.4 

5.21 

.   5.21 

5.20 

0 

26 

average 

1.68 

2.8 

32 

17 

6.0 

2.38 

2.38 

2.65 

11 

6 

very  high 

0.76 

1.8 

32 

22 

15.9 

2.58 

2.58 

•  2.70 

5 

14 

very  high 

1.88 

6.8 

73 

5 

6.7 

2.68 

2.68 

0.19 

-93 

9 

very  low 

none 

NA 

NA 

NA 

4.6 

7.28 

7.28 

6.66 

-9 

13 

average 

1.72 

3.2 

24 

15 

1.4 

0.66 

0.66 

2.46 

273 

22 

average 

0.60 

2.3 

91 

18 

13.6 

4.41 

4.41 

4.10 

-7 

20 

high 

1.52 

3.5 

34 

7 

10.2     J 

3.43 

3.43 

4.40 

28 

37 

very  high 

1.36 

1.5 

40 

18 

1.9 

2.03 

2.13 

2.42 

14 

14 

average 

1.24 

4.5 

61 

8 

7.6 

1.55 

1.51 

1.73 

15 

9 

high 

0.80 

2.4 

52 

18 

2.1 

1.56 

1.56 

1.85 

19 

8 

high 

none 

NA 

NA 

NA 

13.5 

3.11 

3.11 

3.41 

10 

16 

very  high 

2.68 

7.5 

86 

7 

6.9 

2.25 

2.25 

2.31 

3 

14 

average 

1.86 

7.8 

83 

4 

9.7 

4.16 

4.16 

4.68 

13 

36 

very  high 

2.12 

2.3 

51 

16 

4.8 

•       2.37 

2.37 

2.42 

2 

7 

average 

0.72 

2.0 

30 

23 

0.4 

0.25 

0.25 

3.97 

NM 

16 

average 

0.92 

2.9 

NM 

13 

Sources:  William  O'Neil&Co.; 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via 

Lotus  One  Source;  Forbes. 
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Structural  Integrity.  At  Bank  of  America,  we  recognize  banking:  people  who  understand  your 

that  the  whole  is  only  as  strong  as  the  business  delivering  the  services  you 

linkage  among  the  parts.  Which  is  why  need  in  an  integrated  manner.  Resulting 

we  believe  so  strongly  in  relationship  in  greater  financial  strength. 
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The  Golden  Gate  Bridge, 

photographed  by  Michael  Kenna.  Batik  Of  AmGfiCcl 
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THE  FORBES  SOOs 


Company/fiscal  year-end 


Ticker 
symbol 


Exch 


-Stock  price- 


-Stock  performance- 


5-year      12-month      recent 
high    low  high    low 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price      relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


Limited/Jan 

LTD 

n 

27 

8 

27 

12 

253/4 

25 

118 

43 

128 

23.4 

20.0 

Lincoln  National/Dec 

LNC 

n 

63 

31 

57 

31 

50 '/2 

89 

17 

105 

11.8 

9.5 

Litton  Industries/July 

LIT 

n 

108 

64 

87 

69 

823/4 

13 

106 

7 

96 

11.2 

11.2 

Liz  Claibome/Dec 

LIZ 

n 

'  47 

12 

47 

21 

445/s 

84 

174 

50 

135 

18.8 

16.5 

Lockheed/Dec 

LK 

n 

62 

25 

44 

25 

41  % 

13 

107 

22 

110 

7.8 

8.2 

Loctite/Dec 

LOC 

n 

36 

9 

36 

22 

32V4 

43 

135 

9 

98 

17.3 

15.8 

Loews/Dec 

LTR 

n 

135 

58 

119 

75 

1045/8 

-1 

94 

7 

96 

9.5 

9.8 

Lone  Star  Tech/Dec 

LSST 

0 

24 

2 

7 

2 

6'/8 

26 

118 

123 

200 

2.7 

9.2 

Long  Island  Lighting/Dec 

LIL 

n 

23 

6 

23 

18 

23 

20 

113 

8 

97 

10.2 

9.7 

Longs  Drug  Stores/Jan 

LDG 

n 

49 

25 

44 

31 

393/4 

-6 

89 

6 

95 

13.5 

12.5 

Loral/Mar 

LOR 

n 

49 

24 

41 

24 

383/4 

27 

119 

16 

104 

11.5 

9.5 

Louisiana  Land/Dec 

LLX 

n 

54 

23 

54 

34 

433/a 

5 

99 

3 

92 

22.4 

26.8 

Kentucky  Utilities/Dec 

KU 

n 

24 

15 

22 

17 

21 

6% 

100 

1% 

91 

10.7 

10.2 

Kerr-McGee/Dec 

KMG 

n 

54 

24 

54 

41 

423/4 

-15 

80 

-5 

86 

14.2 

13.8 

KeyCorp/Dec 

KEY 

n 

31 

17 

29 

17 

281/8 

U 

f  105 

21 

109 

8.1 

7.5 

Kimberly-Clark/Dec 

KMB 

n 

90 

39 

90 

63 

86'/4 

36 

128 

3 

92 

16.0 

13.8 

King  World  Prods/Aug 

KWP 

n 

33 

8 

33 

18 

29'/8 

2 

96 

19 

107 

13.3 

12.4 

Kmart/Jan 

KM 

n 

48 

22 

42 

23 

40 

17 

110 

41 

127 

10.6 

10.3 

Knight-Ridder/Dec 

KRI 

n 

61 

33 

56 

37 

50 

-A 

91 

9 

98 

17.0 

17.2 

Krogert/Dec 

KR 

n 

59 

7 

23 

11 

205/8 

60 

151 

45 

130 

21.5 

16.1 

Lafarge/Dec 

LAF 

n 

21 

9 

20 

9 

133/s 

-30 

66 

1 

91 

13.8 

15.4 

LG&E  Energy/Dec 

LGE 

n 

44 

30 

42 

35 

393/s 

-1 

94 

-2 

88 

11.4 

11.6 

Liberty  National/Dec 

LNBC 

0 

31 

16 

27 

16 

253/4 

-2 

93 

20 

108 

9.0 

8.8 

Eli  Lilly/Dec 

LLY 

n 

90 

29 

90 

61 

753/4 

22 

115' 

3 

93 

19.4 

16.2 

Louisiana-Pacific/Dec 

Lowe's  Cos/Jan 

LTV/Dec 

Lubrizol/Dec 

Lyondell  Petrochem/Dec 

Magma  Copper/Dec 


LPX 

LOW 

LTV 

LZ 

LYO 

MCU 


45 

50 

10 

59 

34* 

14* 


20     45 
15      50 


3/8 
25 


3 

59 
13*    24 
4*     7 


20 

18 
3/8 
35 
13 
4 


303/4 
28'/2 

l3/4 

513/4 
22 
57/s 


-31 

-13 
17 
44 
28 
-6 


65 

82 

110 

136 

120 

89 


12 
16 
250 
10 
50 
27 


101 
104 
314 
98 
135 
114 


12.5 

14.9 
4.6 
9.7 
4.9 
2.2 


21.4 

13.4 

NA 

12.9 

8.4 

5.9 


Manufacturers  Hanover/Dec 

MHC 

n 

58 

15 

38 

15 

24 

-30 

66 

14 

102 

18.9 

7.4 

Manufacturers  Natl/Dec 

MNTL 

0 

60 

31 

56 

34 

53'/4 

9 

102 

19 

107 

7.5 

7.2 

Manville/Dec 

MVL 

n 

65 

4 

9 

4 

9/2 

-35 

61 

19 

107 

7.0 

10.0 

Mapco/Dec 

MDA 

n 

49 

18 

49 

37 

47  Vk 

22 

115 

13 

101 

11.4 

10.3 

Marion  Merrell  Dow/Dec 

MKC 

n 

40 

15 

40 

22 

38 '/? 

76 

166 

6 

95 

22.4 

19.3 

Marriott/Dec 

MHS 

n 

44 

8 

28 

8 

16  V* 

^40 

56 

55 

139 

35.3 

14.6 

Marsh  &  McLennan  Cos/Dec 

MMC 

n 

90 

44 

82 

60 

79 '/s 

15 

109 

1 

91 

19.1 

17.6 

Marshall  &  llsley/Dec 

MRIS 

0 

39 

23 

34 

23 

30'/4 

-8 

86 

5 

94 

9.3 

8.4 

Martin  Marietta/Dec 

ML 

n 

57 

34 

54 

34 

54  V* 

28 

121 

23 

111 

8.3 

7.8 

Masco/Dec 

MAS 

n 

41 

14 

27 

14 

22 '/4 

-12 

83 

30 

117 

24.5 

16.9 

Masco  Industries/Dec 

MASX 

0 

19 

4 

9 

4 

6'/4 

4 

98 

32 

118 

NM 

29.8 

Mattel/Dec 

MAT 

n 

26 

6 

26 

16 

243/4 

24 

117 

23 

110 

13.8 

10.9 

Maxxam/Dec 

MXM 

a 

68 

8      68 

26 

45'/8 

12 

106 

47 

132 

3.0              1.5 

May  Dept  Stores/Jan 

MA 

n 

59 

22     59 

37 

49V4 

2 

96 

15 

103 

12.7            117 

Maytag/Dec 

MYG 

n 

32 

10      19 

10 

145/8 

-13 

82 

38 

124 

15.6            16.3 

MBIA/Dec 

MBI 

n 

45* 

11*    45 

19 

33'/2 

9 

103 

19 

106 

10.1              8.9 

McCaw  Cellular/Dec 

MCAWA 

0 

47* 

11*    33 

11 

24'/4 

-21 

74 

41 

126 

12.6              NM 

•Range  is  for  less  than  period 

ndicated.    1  Prices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of 

special  distributions. 

NA:  Not  available  or  not 

applicable.    NM:  Not  meaningfu 

.    E:  Estimate. 

D-D:  Deficit  to  deficit. 

D-P:  Deficit  to  profit.    P-D: 

Profit  to  deficit. 

Stock  prices  as  of  Mar  22, 

1991. 
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net 
profit 
margin 

latest 

12-month 

EPS 

1990 
EPS 

— Earnings — 

estimated 

1991 

EPS 

%  change 

'91vs'90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 



yield 

14.5% 

$1.97 

$1.97 

$2.06 

5% 

13 

high 

$1.50 

7.1% 

4.1 

3.01 

3.01 

3.10 

3 

24 

average 

1.44 

3.4 

8.2 

3.47 

3.47 

3.75 

8 

13 

average 

1.36 

4.8 

6.7 

5.40 

5.40 

6.25 

16 

26 

high 

2.96 

3.4 

18.9 

2.19 

2.15 

2.35 

9 

9 

high 

none 

NA 

2.3 

3.78 

3.78 

3.87 

2 

32 

average 

1.72 

4.3 

6.5 

2.94 

2.94 

2.91 

-1 

19 

average 

1.40 

2.8 

0.4 

0.96 

0.96 

1.28 

33 

9 

average 

none 

NA 

3.1 

0.97 

0.97 

0.87 

-10 

11 

low 

0.40 

3.0 

10.5 

3.45 

3.45 

3.41 

-1 

11 

average 

2.84 

7.2 

8.7 

2.85 

2.85 

2.93 

3 

3 

high 

1.06 

4.1 

21.7 

3.90 

3.90 

4.69 

20 

40 

very  high 

2.00 

2.6 

7.6 

1.10 

1.10 

1.29 

17 

35 

average 

0.28 

1.1 

2.3 

4.29 

4.29 

5.33 

24 

23 

average 

2.72 

5.4 

3.3 

7.36 

7.26 

7.40 

2 

20 

high 

none 

NA 

11.9 

2.37 

2.37 

2.70 

14 

15 

very  high 

0.35 

0.8 

3.4 

5.30 

5.30 

5.02 

-5 

22 

high 

1.80 

4.4 

12.1 

1.86 

1.86 

2.04 

10 

12 

high 

0.68 

2.1 

6.8 

11.01 

11.01 

10.67 

-3 

9 

average 

1.00 

1.0 

7.5 

2.25 

2.25 

0.67 

-70 

3 

very  low 

none 

NA 

13.1 

2.26 

2.26 

2.38 

5 

22 

average 

1.50 

6.5 

2.6 

2.94 

2.94 

3.19 

9 

8 

average 

1.04 

2.6 

4.7 

3.36 

3.46E 

4.08 

31 

19 

average 

0.88 

2.3 

6.4 

1.94 

1.94 

1.62 

-16 

21 

low 

1.00 

2.3 

5.1 

2.46 

2.46 

1.44 

-41 

22 

low 

1.08 

3.5 

2.5 

1.91 

1.91 

2.13 

12 

18 

average 

0.52 

1.8 

1.2 

0.38 

0.38 

NA 

NA 

NA 

NA 

none 

NA 

13.1 

5.34 

5.34 

4.01 

-25 

14 

average 

1.52 

2.9 

5.5 

4.45 

4.45 

2.61 

-41 

10 

low 

1.60 

7.3 

10.5 

2.73 

2.73 

0.99  - 

-64 

11 

very  low 

none 

NA 

1.8 

1.27 

1.27 

3.26 

157 

26 

low 

1.88 

7.8 

9.3 

7.10 

7.10 

7.39 

4 

10 

high 

2.32 

4.4 

4.9 

0.79 

0.79 

0.55 

-30 

1 

NM 

none 

NA 

4.8 

4.13 

4.13 

•  4.59 

11 

7 

high 

1.00 

2.1 

19.8 

1.72 

1.72 

2.00 

16 

22 

high 

0.80 

2.1 

0.6 

0.46 

0.46 

1.11 

141 

19 

low 

0.28 

1.7 

11.2 

4.15 

4.15 

4.50 

8 

25 

high 

2.60 

3.3 

8.6 

3.25 

3.25 

3.60 

11 

8 

average 

1.20 

4.0 

5.3      1 

6.52 

6.52 

6.99 

7 

24 

very  high 

1.50 

2.8 

4.3 

0.91 

0.91 

1.32 

45 

16 

low 

0.56 

2.5 

def 

-0.33 

-0.33 

0.21 

D-P 

8 

very  low 

none 

NA 

6.2 

1.80 

1.80 

2.28 

27 

12 

high 

0.12 

0.5 

6.1 

15.19 

15.19 

30.00 

97 

1 

NM 

none 

NA 

5.0 

3.88 

3.88 

4.22 

9 

31 

average 

1.62 

3.3 

3.2 

0.94 

0.94 

0.90 

^4 

15 

low 

0.55 

3.8 

56.6 

3.33 

3.33 

3.75 

13 

11 

high 

0.56 

1.7 

35.8 

1.92 

1.92 

-2.02 

P-D 

7 

low 

none 

NA 

Dividends- 


payout 


5-year 

growth 

rate 


25 
63 
NA 
15 
34 
37 

9 

NA 
66 
35 
26 
52 

44 
27 
NA 
28 
36 


148 
33 
NA 
24 
47 
61 

63 
37 
23 
62 
NA 
7 

NA 
42 
59 
17 
NA 


24 
16 
NA 
16 
16 
31 

0 

NA 
NA 
12 

11 
0 

9 
7 

NA 
6 

NA 
NA 

-8 
14 
NA 
24 
52 
24 

10 

25 

9 

25 
NA 
NA 

NA 

11 

1 

89 

NA 


Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Forbes 


When  we  acquired  Great  Northern  Nekoosa, 

we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 

and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recently  sold  a  group  of  non-strategic 

assets  for  slighdy  more  than  $1  billion.  As  a  result,  we  have  retired 

a  significant  amount  of  the  acquisition  debt.  Just  ten  months 

after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 

as  we  head  into  the  second  year  of  the  acquisition,  we'll  continue 

to  pursue  our  methodical  approach  to  integrating  the 

two  companies,  realizing  the  benefits  of  the  integration 

and  paying  down  the  debt. 

m 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


Georgia-Ffecific 


WALL  STREET 


THE  FORBES  SOOs 
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Company/fiscal  year-end 


McCormick  &  Co/'Nov 

McDonald's/Dec 

McDonnell  Douglas/Dec 

McGraw-Hill/Dec 

MCI  Communications/Dec 

McKesson/Mar 


Ticker 
symbol 


MCCRK 


MHP 
MCIC 
MCK 


Exch 


-Stock  price- 


-Stock  performance- 


5-year      12-month      recent 
high    low  high    low 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price      relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


38 

39 
95 
86 
49 
40 


8  38 

16  39 

27  58 

40  60 

5  44 

23  38 


18 
25 
27 
40 
18 
27 


37 

335/s 

37'/8 

57'/2 

257/s 

323/4 


79% 

7 
-33' 

9 
-27 
-11 


169 
L01 
63 
103 
69 
84 


44% 
15 
-5 
9 

32 
-4 


129 
104 
86 
98 
118 
86 


22.3 
15.3 
4.7 
16.3 
24.4 
14.8 


21.3 
13.8 
6.4 
15.6 
11.0 
12.6 


Mead/Dec 

MEA 

n 

50 

20 

34 

20 

285/8 

-10 

85 

11 

100 

56.1 

14.3 

Medco  Containment/June 

MCCS 

0 

48 

8 

48 

18 

467/s 

148 

234 

55 

139 

57.9 

47.8 

Medtronic/Apr 

MDT 

n 

120 

30 

120 

61 

112 

81 

171 

30 

117 

26.1 

21.2 

Mellon  Bank/Dec 

MEL 

n 

73 

18 

30 

18 

26 

4 

98 

9 

98 

9.2 

6.7 

Melville/Dec 

MES 

n 

58 

22 

58 

33 

50 

8 

102     . 

19 

107 

13.9 

12.8 

Mercantile  Bancorp/Dec 

MTRC 

0 

37 

17 

29 

18 

273A~ 

7 

101 

32 

119 

7.9 

7.4 

Mercantile  Bkshs/Dec 

MRBK 

0 

28 

13 

25 

13 

23'/2 

4 

98 

16 

104 

10.1 

9.5 

Mercantile  Stores/Jan 

MST 

n 

53 

24 

45 

24 

38V4 

2 

96 

28 

114 

11.4 

10.5 

Merchants  National/Dec 

MCHN 

0 

41 

13 

27 

13 

18 

-23 

72 

22 

110 

16.8 

6.5 

Merck/Dec 

MRK 

n 

109 

27 

109 

68 

1033/4 

49 

141 

15 

104 

22.8 

19.4 

Meridian  Bancorp/Dec 

MRON 

0 

28 

9 

18 

9 

14?/8 

-14 

81 

45 

130 

27.1 

8.2 

Meritor  Savings  Bank/Dec 

MTOR 

0 

12 

'/2 

3 

Vz 

1 

-58 

NM 

79 

NM 

NM 

NA 

Merrill  Lynch/Dec 

MER 

n 

47 

16 

33 

16 

32'/4 

51 

142 

55 

140 

20.3 

17.4 

Fred  Meyer/Jan 

MEYR 

0 

23* 

10* 

18 

10 

153/4 

15 

108 

26 

113 

11.5 

10.0 

Michigan  National/Dec 

MNCO 

0 

58 

13 

41 

13 

20 

-49 

48 

19 

107 

6.2 

7.5 

Microsoft/June 

MSFT 

0 

113 

7 

113 

51 

933/4 

70 

160 

25 

112 

32.3 

27.3 

Midlantic/Oec 

MIDL 

0 

52 

3 

21 

3 

7'/8 

-63 

35 

43 

128 

NM 

NM 

Millipore/Dec 

MIL 

n 

47 

24 

43 

26 

41 V4 

52 

144 

14 

102 

41.1 

17.4 

Minn  Mining  &Mfg/Dec 

MMM 

n 

94 

45 

94 

74 

87VS 

5 

99 

2 

91 

14.8 

14.1 

Minnesota  Power  &  Lt/Dec 

MPL 

n 

35 

20 

28 

22 

27  % 

7 

101 

3 

93 

11.5 

11.6 

MNC  Financial/Dec 

MNC 

n 

29 

2 

20 

2 

4 

-80 

19 

23 

111 

NM 

NM 

Mobil/Dec 

MOB 

n 

70 

28 

70 

55 

643/s 

5 

99 

11 

100 

14.0 

13.1 

Mclex/June 

MOLX 

0 

30 

13 

30 

17 

28'/4 

35 

127 

22 

109 

21.2 

21.6 

Monarch  Capital/Dec 

MON 

n 

91 

3/8 

17 

3/8 

23/e 

-86 

13 

325 

382 

NM 

4.3 

Monsanto/Dec 

MTC 

n 

63 

28 

63 

39 

55'/2 

2 

96 

15 

103 

13.1 

11.5 

Montana  Power/Dec 

MTP 

n 

22 

15 

22 

17 

22'/8 

5 

99 

9 

98 

12.0 

11.4 

JP  Morgan  &  Co/Dec 

JPM 

n 

54 

27 

50 

30 

45 

29 

122 

1 

91 

11.3 

10.3 

Morgan  Stanley/Dec 

MS 

n 

81 

26 

81 

47 

79 

27 

120 

45 

130 

11.7 

10.7 

Morrison  Knudsen/Dec 

MRN 

n 

61 

30 

61 

30 

561/2 

7 

101 

32 

118 

19.5 

16.5 

Morton  International/June 

Mil 

n 

49* 

32* 

49 

36 

45'/s 

19 

112 

-1 

89 

15.6 

15.8 

Motorola/Dec 

MOT 

n 

88 

34 

88 

46 

57  % 

-13 

82 

9 

98 

15.1 

15.5 

Multibank  Financial/Dec 

MLTF 

0 

33 

2 

14 

2 

65/8 

-42 

54 

71 

153 

NM 

NM 

Murphy  Oil/Dec 

MUR 

n 

48 

20 

48 

33 

38'/4 

-14 

81 

-2 

88 

12.8 

15.8 

Nalco  Chemical/Dec 

NLC 

n 

64 

24 

64 

45 

64  V* 

31 

123 

14 

102 

18.8 

17.5 

Nash  Finch/Dec 

NAFC 

0 

28 

15 

22 

16 

19'/4 

-8 

87 

12 

100 

11.7 

10.2 

National  City/Dec 

NCC 

n 

42 

23 

40 

23 

333/s 

-5 

90 

7 

96 

8.7 

8.4 

Natl  Community  Bks/Dec 

NCBR 

0 

56 

10 

24 

10 

'20 

-5 

90 

29 

116 

NM 

18.2 

National  Health  Labs/Dec 

NHLI 

0 

17* 

7* 

17 

9 

165/4 

30 

123 

48 

133 

19.6 

16.4 

National  Intergroup/Mar 

Nil 

n 

27 

10 

19 

11 

15'/8 

-8 

87 

14 

103 

NM 

10.7 

National  Medical/May 

NME 

n 

48 

16 

48 

31 

47  % 

45 

137 

26 

113 

14.6 

13.4 

Natl  Semiconductor/May 

NSM 

n 

22 

3 

9 

ted  for 

3 

7'/8 

-11 

84 

63 

146 

NM 

13.0 

*  Range  is  for  less  than  period 

indicated.    IPnces  as  origin 

ally  reportei 

J  adjus 

Splits; 

stock  performance  includes  value  of  special  distributions.    JEarni 

ngs  reported  after  M.ir 

22,  1991.    NA:  Not  available 

y.  not  applicable.    NM 

Not  meaningful. 

E:  Estimate. 

D-D:  Deficit  to  defici 

.    D-P:  Deficit  to  profit. 

Stock  prices 

as  of  Mar  22, 

1991. 
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Divic 

Irnri'" 

Cdl  If  Mlgo  ' 

net 

latest 

1990 

estimated 

%  change 

number 

confidence 

indicated 

yield 

payout 

5-year 

profit 

12-month 

EPS 

1991 

'91vs'90 

of 

factor  on 

rate 

growth 

margin 

EPS 

EPS 

EPS 

analysts 

estimate 

rate 

5.2% 

$1.66 

$1.66 

$1.74 

5% 

10 

very  high 

$0.52 

1.4% 

31% 

19% 

12.1 

2.20 

2.20 

2.43 

10 

30 

high 

0.34 

1.0 

15 

12 

1.9 

7.99 

7.99 

5.78 

-28 

24 

low 

1.40 

3.8 

18 

10 

8.9 

3.53 

3.53 

3.69 

5 

15 

high 

2.20 

3.8 

62 

9 

3.9 

1.06 

1.06 

2.36 

123 

32 

average 

0.10 

0.4 

9 

NA 

1.2 

2.22 

2.39E 

2.61 

9 

13 

high 

1.60 

4.9 

72 

6 

0.7 

0.51 

0.51 

2.00 

292 

18 

low 

1.00 

3.5 

196 

14 

NA 

0.81 

-0.16 

0.98 

D-P 

9 

very  high 

0.04 

0.1 

5 

NA 

40.0 

4.30 

3.99E 

5.29 

33 

14 

very  high 

0.82 

0.7 

19 

19 

5.1 

2.83 

2.83 

3.91 

38 

18 

low 

1.40 

5.4 

49 

-14 

4.4 

3.59 

3.59 

3.91 

9 

19 

average 

1.44 

2.9 

40 

17 

7.5 

3.50 

3.50 

3.73 

7 

11 

average 

1.40 

5.0 

40 

0 

13.9 

2.32 

2.32 

2.48 

7 

7 

high 

0.86 

3.7 

37 

14 

5.2 

3.36 

3.36 

3.63 

8 

8 

average 

0.97 

2.5 

29 

14 

2.8 

1.07 

1.07 

2.79 

161 

7 

average 

1.20 

6.7 

112 

22 

23.2 

4.56 

4.56 

5.36 

18 

46 

very  high 

2.24 

2.2 

49 

35 

1.8 

0.55 

0.55 

1.81 

229 

12 

average 

1.20 

8.1 

NM 

6 

def 

-5.95 

-5.95 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.7 

1.59 

1.59 

1.85 

16 

11 

low 

1.00 

3.1 

63 

5 

1.4 

1.37 

1.37 

1.57 

15 

5 

average 

none 

NA 

NA 

NA 

3.9 

3.21 

3.21 

2.67 

-17 

10 

low 

2.00 

10.0 

62 

19 

24.1 

2.90 

2.34 

3.43 

47 

37 

high 

none 

NA 

NA 

NA 

def 

-5.22 

-5.22 

-1.04 

D-D 

13 

very  low 

none 

NA 

NA 

NA 

4.0 

1.00 

1.00 

2.36 

136 

17 

average 

0.44 

1.1 

44 

15 

10.0 

5.91 

5.91 

6.20 

5 

26 

high 

3.12 

3.6 

53 

14 

15.6 

2.37 

2.37 

2.34 

-1 

12 

average 

1.90 

7.0 

80 

5 

def 

-5.23 

-5.23 

-2.19 

D-D 

11 

very  low 

none 

NA 

NA 

NA 

3.3 

4.60 

4.60 

4.93 

7 

38 

average 

2.90 

4.5 

63 

7 

10.1 

1.33 

1.24 

1.31 

6 

14 

average 

0.02 

0.1 

2 

17 

def 

-78.36 

-78.36$ 

0.56   * 

D-P 

5 

very  low 

none 

NA 

NA 

NA 

6.1 

4.23 

4.23 

4.82 

14 

27 

average 

1.94 

3.5 

46 

11 

11.3 

1.84 

'  1.84 

1.95 

6 

18 

high 

1.48 

6.7 

80 

5 

7.4 

3.99 

3.99 

4.38 

10 

31 

average 

1.98 

4.4 

50 

10 

4.6 

6.75 

6.75 

7.38 

9 

12 

average 

1.50 

1.9 

22 

45 

2.1 

2.90 

290 

3.43 

18 

11 

average 

1.48 

2.6 

51 

0 

7.7 

2.89 

2.80 

2.85 

2 

22 

high 

0.96 

2.1 

33 

6 

4.6 

3.80 

3.80 

3.70 

-3 

34 

average 

0.76 

1.3 

20 

6 

def 

■.      -2.32 

-2.32 

-0.27 

D-D 

4 

very  low 

none 

NA 

NA 

NA 

5.1 

3.00 

3.00 

2.42 

-19 

9 

average 

1.20 

3.1 

40 

0 

10.8 

3.41 

3.41 

3.67 

8 

18 

high 

1.60 

2.5 

47 

13 

0.8 

1.64 

1.64 

1.88 

15 

3 

high 

0.68 

3.5 

41 

11 

8.7 

3.86 

3.86 

3.98 

3 

24 

average 

1.88 

5.6 

49 

21 

0.6 

0.23 

0.23 

1.10 

378 

2 

NM 

1.40 

7.0 

NM 

17 

16.5 

0.83 

0.83 

0.99 

19 

6 

high 

0.24 

1.5 

29 

NA 

def 

-13.20 

-0.25E 

1.49 

D-P 

1 

NM 

none 

NA 

NA 

NA 

6.9 

*    3.23 

3.06E 

3.53 

15 

21 

very  high 

0.80 

1.7 

25 

14 

def 

-1.57 

-0.21E 

0.55 

D-P 

16 

low 

none 

NA 

NA 

NA 

Sources:  William  0  'Neil  &  Co. ;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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WHEN  YOUR  EMPLOYEE  IS  ON  THE  TABLE, 

YOU'RE  COUNTING  THE  MINUTES. 

BUT  WHO'S  COUNTING  THE  DOLLARS? 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©199]  EDS 


Forbes 


Caring  deeply  about  your  employees  and  being  concerned  about  the  skyrocketing 
costs  of  health  care  is  a  conundrum  for  many  corporations.  The  company  that 
finds  ways  to  increase  the  commitment  they  make  to  their  people  while  controlling 
the  cost  of  that  commitment,  is  the  company  with  the  competitive  edge.  EDS  has 
helped  a  variety  of  companies  acquire  this  competitive  edge  with  innovative 
applications  of  information  technology. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  well-known  record  of  developing  systems  and  software  for  a 
business's  individual  needs — not  off-the-shelf,  one-size-fits-all  solutions. 
In  fact,  no  one  else  has  as  much  systems  development  experience  in  as  many 
business  areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  an  information 
technology  company  with  a  longer  or  better  record  of  results. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable.  Information 
for  information's  sake  is  not.  EDS  can  help  evaluate  your  information  technology 
to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 
SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 
We  provide  system's  management  for  giant  industry  leaders  and  small 
companies  on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibility,  so  you  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eves  on  the  changing  business  environment  has  never  been 
more  important.  And  even  though  you  can't  control  change,  you  can  take 
advantage  of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write 
EDS,  7171  Forest  Lane,  FB4,  Dallas,  TX  75230.  Or  call  (214)  490-2000,  ext.  304. 


EDS 


TAKE      ADVANTAGE     OF      CHANGE 


WALL  STREET 


THE  FORBES  SOOs 


Company/fiscal  year-end 


National  Service/Aug 

Navistar  Intl/Oct 

NBD  Bancorp/Dec 

NCNB/Dec 

NCR/Dec 

New  England  Electric/Dec 


NIKE/May 

Nipsco  Industries/Dec 

Nordstrom/Jan 

Norfolk  Southern/Dec 

Northeast  Bancorp/Dec 

Northeast  Federal/Mar 


Ticker 
symbol 


NSI 

NAV 

NBD 

NCB 

NCR 

NES 


Exch 


-Stock  price- 


-Stock  performance- 


NKE 

Nl 

NOBE 

NSC 

NBIC 

NSB 


5-year      12-month      recent 
high    low  high    low 


30 
12 
40 
55 
99 
35 


NY  State  E&G/Dec 

NGE 

n 

39 

New  York  Times/Dec 

NYTA 

a 

50 

Newell  Co/Dec 

NWL 

n 

36 

Newmont  Miningt/Dec 

NEM 

n 

102 

Niagaia  Mohawk  Power/Dec 

NMK 

n 

26 

Nicor/Dec 

GAS 

n 

47 

55 
20 
43 
47 
80 
26 


17 
2 


29 
5 


17  40 

16  44 
39  99 
20  27 

20  27 

17  26 
5  36 

21  55 
11  15 

20  47 

5  55 

8  20 

15  38 

21  47 


45 
6 


22 
2 

24 
17 
44 
23 


255/s 
4 

383/4 
29'/2 
98V4 
265/s 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price       relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


-4% 
-3 
29' 
-24 
43 
0 


91 
,91 
122 

72 
135 

94 


0% 
78 
17 
29 

8 

7 


90 

160 

105 

116 

97 

96 


13.7 
NM 

10.3 
8.7 

18.1 
6.5 


12.8 

NM 

9.8 

8.5 

17.9 

10.4 


21 

257/s 

5 

99 

0 

89 

10.4 

9.8 

17 

217/8 

-9 

86 

6 

95 

25.7 

26.7 

18 

307/s 

21 

114 

25 

112 

18.5 

17.5 

32 

36 

-26 

70 

-12 

79 

7.1 

22.1 

12 

143/8 

10 

103 

10 

98 

47.9 

9.7 

35 

41 

4 

99 

-7 

84 

10.6 

10.1 

26 

45 

42 

134 

12 

100 

11.5 

10.1 

16 

20 

12 

105 

6 

95 

11.1 

10.4 

17 

33% 

13 

106 

51 

135 

23.6 

20.2 

35 

44 

19 

112 

5 

95 

12.8 

11.9 

5 

ii  % 

-70 

28 

88 

168 

NM 

NM 

1 

VA 

-21 

74 

117 

195 

NM 

NA 

Northeast  Utilities/Dec 

NU 

n 

28 

18 

22 

18 

203/s 

-1 

93 

2 

91 

10.5 

9.9 

No  States  Power/Dec 

NSP 

n 

41 

26 

37 

28 

353/8 

-2 

92 

4 

93 

12.5 

11.2 

Northern  Trust/Dec 

NTRS 

0 

37 

15 

37 

20 

36% 

16 

109 

22 

110 

11.7 

10.9 

Northrop/Dec 

NOC 

n 

53 

14 

29 

14 

283/4 

81 

171 

65 

149 

6.4 

8.9 

Norwest/Dec 

NOB 

n 

26 

11 

26 

14 

243/s 

25 

118 

17 

106 

8.9 

8.5 

Novell/Oct 

NOVL 

0 

53 

4 

53 

17 

49 

129 

216 

48 

133 

31.4 

26.1 

Nucor/Dec 

NUE 

n 

82 

29 

82 

53 

767/8 

18 

111 

24 

111 

22.0 

18.9 

NWNL/Dec 

NWN 

n 

44 

12 

35 

12 

30% 

4 

98 

79 

161 

7.6 

5.1 

Nynex/Dec 

NYN 

n 

92 

56 

90 

67 

72 

-12 

83 

1 

91 

15.1 

11.4 

Occidental  Petroleum/Dec 

OXY 

n 

40 

17 

28 

17 

18'/* 

-32 

64 

1 

90 

NM 

14.5 

Ogden/Dec 

OG 

n 

45 

14 

29 

15 

19% 

-26 

70 

3 

92 

14.7 

12.4 

Ohio  Casualty/Dec 

OCAS 

0 

53 

27 

50 

27 

43'/2 

-8 

87 

6 

95 

9.9 

9.7 

Ohio  Edison/Dec 

OEC 

n 

24 

16 

21 

16 

183/8 

-6 

89 

7 

96 

11.0 

10.4 

Oklahoma  G&E/Dec 

OGE 

n 

40 

28 

40 

33 

393/s 

10 

104 

1 

91 

11.7 

11.8 

Old  Kent  Financial/Dec 

OKEN 

0 

30 

18 

29 

18 

24% 

-7 

88 

7 

96 

7.5 

7.5 

Old  Republic  Intl/Dec 

ORI 

n 

33 

16 

29 

19 

283/s 

26 

119 

24 

111 

6.4 

6.2 

Old  Stone/Dec 

OSTN 

0 

34 

2 

13 

2 

8% 

-15 

80 

94 

174 

NM 

NA 

Olin/Dec 

OLN 

n 

68 

28 

59 

28 

43 

-25 

71 

14 

102 

10.7 

10.2 

Oracle  Systems/May 

ORCL 

0 

28 

2 

28 

5 

9 

-64 

34 

14 

103 

22.0 

13.6 

Oryx  Energy/Dec 

ORX 

n 

55* 

23* 

55 

31 

36% 

-19 

76 

1 

91 

16.2 

26.2      • 

Owens-Corningt/Dec 

OCF 

n 

83 

9 

27 

14 

247/s 

14 

107 

56 

140 

14.0 

9.5 

Paccar/Dec 

PCAR 

0 

53 

21 

46 

27 

40  V* 

-6 

88 

25 

112 

22.0 

22.9 

Pacific  Enterprises/Dec 

PET 

n 

61 

33 

47 

33 

367/s 

-19 

76 

-5 

85 

NM 

12.1 

Pacific  G&E/Dec 

PCG 

n 

28 

14 

26 

20 

255/s 

21 

114 

3 

92 

12.2 

12.2 

Pacific  Telesis/Dec 

PAC 

n 

52 

22 

48 

36 

42 '/4 

-5 

90 

-7 

84 

16.3 

14.6 

PacifiCorp/Dec 

PPW 

n 

24 

13 

24 

18 

22'/2 

2 

96 

1 

90 

12.2 

11.4 

PaineWebber  Group/Dec 

PWJ 

n 

39 

11 

22 

11 

20% 

16 

110 

48 

133 

NM 

21.0 

Pall/July 

Pli 

a 

34 

13 

34 

17 

317/s 

36 

128 

37 

123 

26.1 

22.5 

Pan  Am/Dec 

PN 

n 

8 

'/4 

3 

% 

1 

-65 

NM 

-12 

NM 

NM 

NM 

•Range  is  for  less  than  period  indicated.    tPn:es  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    NA:  Not  available  or  not 
applicable.    NM:  Not  meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22,  1991. 


318 


lorbes"  April  29,  1991 


^^^^^^^^M           »       -w 

^_ 

^_ 

net 

profit 

margin 

latest 

12-month 

EPS 

1990 
EPS 

estimated 
1991 
EPS 

%  change 

•91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

indicated 
rate 

yield 

payout 

5-year 

growth 

rate 

16% 

5.6% 

$1.87 

$2.02 

$2.01 

0% 

11 

very  high 

$0.96 

3.7% 

51% 

def 

-0.24 

-0.16 

-0.15 

D-D 

17 

very  low 

none 

NA 

NA 

NA 

10.2 

3.75 

3.75 

3.94 

5 

24 

high 

1.40 

3.6 

37 

25 

5.5 

3.40 

3.40 

3.46 

2 

33 

low 

1.48 

5.0 

44 

16 

5.9 

5.43 

5.43 

5.50 

1 

24 

average 

1.48 

1.5 

27 

16 

14.1 

4.11 

4.11 

2.55 

-38 

22 

average 

2.04 

7.7 

50 

1 

10.6 

2.48 

2.48 

2.64 

6 

19 

high 

2.08 

8.0 

84 

-4 

3.6 

0.85 

0.85 

0.82 

-4 

19 

low 

0.56 

2.6 

66 

12 

9.4 

1.67 

1.67 

1.77 

6 

14 

very  high 

0.60 

1.9 

36 

29 

50.1 

5.06 

5.06 

1.63 

-68. 

15 

low 

0.60 

1.7 

12 

4 

2.6 

0.30 

0.30 

1.49 

397 

21 

average 

none 

NA 

NA 

NA 

7.4 

3.86 

3.86 

4.07 

5 

13 

high 

2.12 

5.2 

55 

6 

10.2 

3.90 

3.93E 

4.47 

14 

14 

high 

0.56 

1.2 

14 

25 

9.1 

1.81 

1.81 

1.93 

7 

21 

high 

1.16 

5.8 

64 

58 

4.0 

1.42 

1.42 

1.66 

17 

34 

average 

0.30 

0.9 

21 

28 

12.0 

3.43 

3.43 

3.70 

8 

20 

average 

1.60 

3.6 

47 

8 

def 

-8.10 

-8.10 

-2.00 

D-D 

1 

NM 

none 

NA 

NA 

NA 

def 

-19.24 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.1 

1.94 

1.94 

2.07 

7 

19 

average 

1.76 

8.6 

91 

1 

9.5 

2.83 

2.83 

3.16 

12 

20 

average 

2.32 

6.6 

82 

7 

8.7 

3.09 

3.09 

3.32 

7 

10 

high 

0.84 

2.3 

27 

16 

3.8 

4.48 

4.48 

3.22 

-28 

17 

average 

1.20 

4.2 

27 

0 

8.1 

2.73 

2.73 

2.87 

5 

22 

high 

0.92 

3.8 

34 

10 

20.8 

1.56 

1.36 

1.88 

38 

30 

high 

none 

NA 

NA 

NA 

5.1 

3.50 

3.50 

4.07 

16 

15 

average 

0.52 

0.7 

15 

13 

3.7 

3.97 

3.97 

5.99 

51 

13 

average 

1.32 

4.4 

33 

11 

7.0 

4.78 

4.78 

6.30 

32 

32 

high 

4.56 

6.3 

95 

9 

def 

-5.80 

-5.80 

1.28 

D-P 

29 

low 

1.00 

5.4 

NM 

-12 

3.6 

1.31 

1.31 

1.55 

18 

12 

average 

1.25 

6.5 

95 

10 

5.1 

4.38 

4.38 

4.49     - 

3 

19 

low 

2.48 

5.7 

57 

7 

12.7 

1.67 

1.67 

1.77 

6 

23 

average 

1.50 

8.2 

90 

-2 

11.3 

3.38 

3.38 

3.35 

-1 

21 

high 

2.58 

6.6 

76 

13 

10.1 

3.29 

3.29 

3.29 

0 

13 

high 

1.16 

4.7 

35 

12 

8.4 

4.43 

4.43 

4.57 

3 

3 

average 

0.76 

2.7 

17 

5 

0.7 

0.03 

0.03 

NA 

NA 

NA 

NA 

0.80 

9.7 

NM 

-10 

3.2 

4.03 

4.03 

4.22 

5 

10 

low 

2.20 

5.1 

55 

10 

5.4 

0.41 

0.33E 

0.66 

100 

15 

very  low 

none 

NA 

NA 

NA 

11.6 

2.26 

2.26 

1.40 

-38 

25 

low 

1.20 

3.3 

53 

NA 

2.4 

!      1.78 

1.78 

2.63 

48 

12 

low 

none 

NA 

NA 

NA 

2.3 

1.83 

1.83 

1.76 

-4 

12 

low 

1.00 

2.5 

55 

10 

def 

-0.86 

-0.86 

3.05 

D-P 

16 

average 

3.48 

9.4 

NM 

0 

10.4 

2.10 

2.10 

2.11 

0 

25 

high 

1.64 

6.4 

78 

-8 

10.6 

2.59 

2.59 

2.90 

12 

33 

high 

2.14 

5.1 

83 

9 

12.5 

1.85 

1.85 

1.98 

7 

25 

high 

1.44 

6.4 

78 

14 

def 

-3.23 

-3.23 

0.97 

D-P 

11 

low 

0.52 

2.6 

NM 

1 

11.5 

•  1.22 

1.15 

1.42 

23 

12 

average 

0.44 

1.4 

36 

28 

def 

-3.02 

-2.90E 

-1.91 

D-D 

9 

very  low 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via 

Lotus  One  Source;  Forbes. 
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THE  FORBES  500s 


■■Mi 


Company/fiscal  year-end 

Tic 
symbol 

Exch 

5-year 
high    low 

Stock 
12-m 
high 

nrirp 

Price/earn 
latest 

12 
months 

noc    r^f ir\c 

onth 
low 

recent 

latest  12  months 
price       relative  to 
change       market 

year 
price 
change 

to  date 
relative  to 
market 

ng5  rdllOS 

1991 
est 

Panhandle  Easternt/Dec 

n 

50 

10 

29 

10 

14'/2 

^17% 

50 

.      16% 

104 

NM 

14.5 

Paramount  Commun/Oct 

PCI 

n 

66 

27 

50 

32 

387/s 

-12 

<83 

-5 

85 

20.2 

17.4 

Parker  Hannifin/June 

PH 

n 

49 

19 

33 

19 

243/4 

-15" 

80 

4 

93 

11.4 

12.8 

Penn  Central/Dec 

PC 

n 

34 

15 

25 

15 

237/s 

-3 

91 

20 

108 

14.9 

12.3 

Penn  Traffic/Jan 

PNF 

a 

28* 

12* 

23 

12 

lW* 

-6 

89 

12 

101 

NM 

NA 

JC  Penney/Jan 

JCP 

n 

76 

33 

71 

37 

515/s 

-25 

71 

17 

105 

11.3 

10.3 

Pennsylvania  P&L/Dec 
Pennzoil/Oec 

PPL 
PZL 

n 
n 

45 
95 

29 
39 

45 
85 

39 
62 

435/s 
725/8 

5 
-9 

99 
86 

0 
10 

90 
99 

11.1 
30.7 

10.4 
22.7 

People's  Bank/Dec 

PBCT 

0 

10* 

2* 

8 

2 

4*/« 

^44 

53 

48 

133 

NM 

NM 

PepsiCo/Dec 
Perpetual  Financial/Dec 
Pfizer/Dec 

PEP 

PFCP 

PFE 

n 

0 

n 

37 
20 
55 

8 

3/8 
20 

37 

7 

55 

20 

3/8 

28 

327/8 

l5/8 

52 

60 

-71 

77 

151 

27 

167 

26 

191 

29 

114 
261 
116 

24.4 

NM 
21.8 

20.2 

NA 

19.0 

Phelps  Dodget/Dec 
PHH/Apr 

PD 
PHH 

n 
n 

75 
45 

16 
18 

72 
37 

46 
18 

657/8 
273/s 

10 
-21 

104 
75 

16 
12 

104 
101 

5.0 
13.0 

7.2 
9.2 

Philadelphia  Elec/Dec 

PE 

n 

26 

15 

20 

15 

193/8 

8 

102 

8 

97 

NM 

10.0 

Philip  Morris  Cos/Dec 
Phillips  Petroleum/Dec 
PHM/Dec 

MO 

P 

PHM 

n 
n 
n 

71 
31 
24 

14 
8 
6 

71 
31 
16 

38 

24 

6 

69'/2 
283/. 

14'/8 

76 

14 
64 

166 
107 
154 

34 
10 
51 

121 

99 

135 

18.2 
13.2 
12.0 

14.7 
12.4 
13.6 

Pinnacle  West/Dec 

PNW 

n 

33 

5 

19 

9 

103/« 

-20 

76 

8 

97 

9.6 

7.9 

Pioneer  Hi-Bred  Intl/Aug 

PHYB 

0 

50 

24 

50 

31 

45'/2 

9 

103 

24 

111 

21.5 

14.8 

Pitney  Bowes/Dec 

PBI 

n 

55 

27 

54 

27 

49'/8 

6 

100 

24 

111 

18.3 

13.7 

Pittston/Dec 

PCO 

n 

22 

9 

22 

14 

18 

-5 

90 

-£ 

84 

14.5 

10.0 

PNC  Financial/Dec 

PNC 

n 

51 

16 

41 

16 

29V8 

-26 

70 

37 

123 

40.6 

8.9 

Polaroid/Dec 

PRD 

n 

50 

17 

48 

20 

24'/4 

-48 

49 

4 

93 

11.0 

11.2 

Portland  General/Dec 

PGN 

n 

37 

15 

18 

15 

18 

6 

100 

0 

90 

8.3 

9.3 

Potlatch/Dec 

PCH 

n 

45 

21 

45 

23 

31  Vs 

-24 

72 

7 

96 

9.1 

10.0 

Potomac  Electric/Dec 

POM 

n 

30 

18 

22 

18 

21  % 

-2 

93 

3 

93 

13.0 

10.7 

PPG  Industries/Dec 

PPG 

n 

55 

28 

55 

35 

475/s 

13 

106 

1 

91 

10.8 

11.0 

Premark  Intl/Dec 

PMI 

n 

42* 

13* 

30 

13 

213/4 

-20 

75 

25 

112 

13.3 

9.6 

Premier  Bancorp/Dec 

PRBC 

n 

16 

3 

5 

3 

4'/2 

-3 

92 

64 

147 

15.0 

11.3 

Premier  Industrial/May 
Price  Co/Aug 

PRE 
PCLB 

n 

0 

32 

56 

11 
24 

32 

47 

21 

27 

26 
45 

3 
13 

97 
106 

6 

15 

95 
103 

19.6 
17.7 

16.9 
16.6 

Primerica/Dec 

PA 

n 

38* 

17* 

38 

17 

29'/8 

7 

101 

27 

114 

8.9 

8.1 

Procter  &  Gamble/June 

PG 

n 

91 

30 

91 

66 

82'/4 

22 

115 

-5 

85 

17.0 

16.2 

Progressive/Dec 

PGR 

n 

61 

22 

61 

33 

57 

63 

154 

11 

100 

14.8 

11.9 

Provident  Life  &  Ace/Dec 

PACCB 

0 

30 

11 

26 

12 

22V8 

0 

94 

29 

116 

5.9 

5.6 

PSI  Resources/Dec 

PIN 

n 

19 

10 

18 

15 

173/8 

4 

98 

4 

93 

7.9 

8.6 

Public  Service  Colo/Dec 

PSR 

n 

27 

16 

24 

20 

223/4 

-5 

90 

-2 

88 

9.1 

9.6 

Pub  Svc  Enterprise/Dec 
Puget  Sound  Bancorp/Dec 
Puget  Sound  P&L'Dec 
Quaker  Oats/June 

PEG 
PSNB 
PSD 
OAT 

n 

0 

n 
n 

32 
29 
25 
69 

20 
15 
18 
28 

28 
26 
22 
59 

23 
15 
19 
41 

27 
22'/4 
2lVs 
573/s 

4 

1 

7 

22 

98 

95 

101 

115 

2 

17 

6 

9 

92 

105 

95 

97 

10.6 

7.8 

10.0 

19.6 

10.1 

7.2 

10.2 

18.3 

Quantum  ChemicalT/Dec 

CUE 

n 

105 

8 

26 

8 

147/8 

-30 

66 

21 

109 

18.8 

24.4 

Ralston  Purina/Sept 

RAL 

n 

58 

29 

58 

41 

56'/8 

35 

127 

10 

98 

16.6 

15.4 

Raytheon/Dec 

RTN 

n 

85 

57 

81 

58 

81 

28 

121 

15 

104 

9.5 

8.8 

Reader's  Digest  Am/June 

RDA 

n 

34* 

21* 

34 

22 

313/a 

29 

122 

6 

96 

19.9 

18.5 

Reebok  International/Dec 

RBK 

n 

25 

7 

25 

8 

223/4 

30 

123 

98 

178 

14.8 

11.7 

•Range  is  for  less  than  period  indica  r  i  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    ^Earnings  reported  after  Mar 

22.1991.    NA:  Not  available  or  no- a  Nf  Not  meaningful     E  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  prof  it.    Stock  prices  as  of  Mar  22.  1991. 
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latest 

12-month 

EPS 

1990 
EPS 

Fornin/TC 

indicated 
rate 

Divk 

yield 

If^nrfc 

net 

profit 

margin 

Call  MUgs 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

JCI  IU  J 

payout 

5-year 

growth 

rate 

def 

$-2.46 

$-2.46 

$1.00 

D-P% 

23 

low 

$0.80 

5.5% 

NM 

-8% 

5.9% 

1.93 

2.16 

2.24 

4 

26 

average 

0.70 

1.8 

36% 

9 

4.2 

2.18 

2.36 

1.93 

-18 

21 

average 

0.92 

3.7 

42 

4 

4.5 

1.60 

1.60 

1.94 

21 

5 

average 

0.68 

2.8 

43 

106 

def 

-4.94 

-4.94* 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

3.5 

4.59 

4.59 

5.00 

9 

35 

average 

2.64 

5.1 

58 

19 

14.4 

3.95 

3.95 

4.19 

6 

20 

high 

3.10 

7.1 

78 

4 

4.3 

2.37 

2.37 

3.20 

35 

21 

low 

3.00 

4.1 

127 

7 

def 

-2.60 

-2.60 

-0.88 

D-D 

2 

NM 

none 

NA 

NA 

NA 

6.0 

1.35 

1.35 

1.63 

21 

31 

high 

0.40 

1.2 

30 

18 

def 

-10.91 

-10.91 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

12.5 

2.39 

2.39 

2.73 

14 

41 

very  high 

1.32 

2.5 

55 

10 

17.3 
1.8 
2.9 
8.0 
4.0 
2.6 

6.1 
6.9 
6.7 
2.5 
1.5 
7.7 

11.7 
7.9 

12.1 
7.9 
1.9 
1.8 


13.12 
2.11 
0.07 
3.83 
2.18 
1.18 

1.12 
2.12 
2.68 
1.24 
0.73 
2.20 

2.17 
3.41 
1.62 
4.43 
1.64 
0.30 


13.12 
2.78E 
0.07 
3.83 
2.18 
1.18 

1.12 
2.33 
2.68 
1.24 

0.73 
2.20 

2.17 
3.41 
1.62 
4.43 
1.64 
0.30 


9.12 
2.97 
1.94 
4.72 
2.32 
1.04 

1.36 
3.08 
3.60 
1.80 
3.32 
2.16 

1.94 
3.10 
1.98 
4.34 
2.27 
0.40 


-30 
7 

NM 

23 

6 

-12 

21 
32 
34 
45 
355 
-2 

-11 
-9 
22 
-2 
38 
33 


20 
4 

26 

34 

38 

5 

18 

10 

16 

7 

25 
17 

17 
16 
23 
18 
9 
1 


low 

high 

average 

very  high 

average 

average 

low 
average 

high 
average 

low 
average 

average 
average 
average 
average 
average 


3.00 
1.20 
1.20 
1.72 
1.12 
0.12 

none 
1.16 
1.36 
0.20 
2.12 
0.60 

1.20 
1.32 
1.56 
1.68 
0.84 
none 


4.6 
4.4 
6.2 
2.5 
3.9 
0.8 


2.5 
2.8 
1.1 
7.2 
2.5 

6.7 
4.2 
7.4 
3.5 
3.9 
NA 


23 

57 
NM 
45 
51 
10 

NA 

55 
51 
16 
NM 
27 

55 
39 
96 
38 

51 


104 


25 

18 

0 

NA 
5 
16 
NA 
10 
5 

-9 
12 
9 
15 
73 
NA 


12.0 

1.33 

1.41E 

1.54 

9 

7 

very  high 

0.44 

1.7 

33 

25 

2.3 

2.55 

■   2.47 

2.71 

10 

16 

high 

none 

NA 

NA 

NA 

6.0 

3.27 

3.27 

3.58 

9 

16 

high 

0.40 

1.4 

12 

30 

6.7 

4.85 

4.49 

5.08 

13 

25 

very  high 

2.00 

2.4 

41 

15 

6.8 

3.84 

3.84 

4.79 

25 

14 

low 

0.52 

0.9 

14 

61 

6.5 

3.85 

3.85 

4  05 

5 

17 

average 

0.92 

4.1 

24 

5 

12.0 

2.20 

2.20 

2.02 

-8 

19 

average 

0.88 

5.1 

40 

NA 

8.4      . 

2.49 

2.49 

2.37 

-5 

20 

average 

2.00 

8.8 

80 

2 

11.3     c 

2.56 

2.56 

2.67 

4 

26 

high 

2.12 

7.9 

S3 

2 

9.5 

2.86 

2.86 

3.11 

9 

6 

high 

1.04 

4.7 

36 

10 

14.2 

2.16 

2.16 

2.12 

-2 

13 

average 

1.76 

8.1 

81 

0 

4.3 

2.93 

2.93 

3.13 

7 

33 

high 

1.56 

2.7 

53 

19 

0.8 
5.6 
6.0 
8.6 
8.2 


0.79 
3.39 
8.53 
1.58 
1.54 


0.79 
3.23 
8.53 
1.48 
1.54 


0.61 
3.65 
9.23 
1.70 
1.94 


-23 

13 

8 

15 

26 


20 
30 
29 
11 
12 


very  low 

high 

very  high 

high 

average 


none 
1.08 
2.40 
0.60 
0.30 


1.9 
3.0 
1.9 
1.3 


32 
28 
38 
19 


14 
10 
NA 
34 


Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Like  a  small  child, 

a  victim  of  Alzheimer's  Disease 

can  get  lost  and  not  know 

the  way  home. 

He  may  not  remember  his  phone  number 

or  his  name.  He  may  wander  off 

in  the  middle  of  the  night 

or  in  the  dead  of  winter. 

He  may  forget  to  wear  shoes  or  a  coat. 

The  Samsung  Group 

has  developed  the  technology 

for  a  computerized  monitoring  system 

which  will  one  day  make  it  possible 

to  pinpoint  his  exact  location 

and  direction  of  travel. 

Instantly. 

So  when  he  can't  find  his  way  home, 

home  can  find  its  way  to  him. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 

International  Trade.  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries, 

Aerospace,  Construction,  Engineering,  Financial  Services,  Food  &  Pharmaceuticals,  Cameras  &  Watches,  Garments  &  Textiles 

CP.O.  Box  1580,  Seoul,  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 


WALL  STREET 


THE  FORBES  500s 


Company/fiscal  year-end 


Reliance  Group/Dec 
Republic  New  York/Dec 
Reynolds  Metals/Dec 
Rhone-Poulenc  Rorer/Dec 
Riggs  National/Dec 
Rite  Aid/Feb 


Ticker 
symbol 


REL 

RNB 

RLM 

RPR 

RIGS 

RAD 


Exch 


-Stock  price- 


-Stock  performance- 


5year      12-month      recent 
high    low  high    low 


12* 

58 

70 

83 

42 

46 


4*  8 

36  58 

19  70 

16  83 

7  20 

27  44 


4 

37 
49 
56 

7 
30 


6'/8 
55 
58'/2 

813/4 
lOfc 

431/2 


latest  12  months 
price       relative  to 
change       market 


7% 
18 

6 

29 

-43 

36 


101 
111 
100 
121 
54 
129 


year  to  date 
price       relative  to 
change       market 


32% 
11 
3 

17 
20 
18 


119 
100 
92 
105 
108 
106 


Price/earnings  ratios 
latest         1991 
12  est 

months 


3.9 

10.1 

11.7 

NM 

NM 

16.8 


20.4 
9.1 
9.1 
18.7 
26.3 
14.5 


RJR  Nabisco/Dec 

RN 

n 

NA 

NA 

NA 

NA 

12 

NA 

NA 

NA 

NA 

NM 

63.2 

Roadway  Services/Dec 

ROAD 

0 

51 

23 

51 

27 

473/4 

21 

114 

24 

111 

15.7 

15.4 

Rochester  Community/Nov 

RCSB 

0 

19 

6 

14 

6 

8V8 

^10 

57 

14 

102 

14.3 

7.0 

Rockwell  Intl/Sept 

R0K 

n 

31 

14 

29 

21 

27 

21 

114 

-3 

87 

10.5 

10.0 

Rohm  &  Haas/Dec 

ROH 

n 

53 

24 

46 

24 

46  Vh 

44 

135 

32 

119 

14.9 

15.5 

Rose's  Stores/Jan 

RST0 

0 

23 

2 

8 

2 

35/o 

-43 

54 

0 

90 

NM 

8.6 

Rubbermaid/Dec 

RBD 

n 

50 

18 

50 

32 

49'/2 

40 

132 

18 

106 

27.5 

24.0 

Russell/Dec 

RML 

n 

31 

11 

31 

16 

24 

-7 

88 

5 

95 

14.6 

13.4 

Ryder  System/Dec 

R 

n 

43 

12 

23 

12 

\VA 

-12 

83 

14 

103 

39.8 

13.5 

Ryland  Group/Dec 

RYL 

n 

33 

10 

22 

10 

20 

-2 

92 

25 

112 

13.1 

17.2 

Safeco/Dec 

SAFC 

0 

42 

23 

41 

25 

377/s 

5 

99 

15 

103 

8.6 

9.2 

Safety-Kleen/Dec 

SK 

n 

38 

12 

38 

20 

32Vi 

54 

146 

23 

111 

30.7 

25.0 

Safeway/Dec 

SWY 

n 

NA 

NA 

19* 

10* 

18'/4 

NA 

NA 

49 

134 

20.1 

16.2 

St  Jude  Medical/Dec 

SUM 

0 

50 

3 

50 

22 

45 

92 

182 

30 

117 

33.3 

25.9 

St  Paul  Bancorp/Dec 

SPBC 

0 

20* 

6* 

15 

-6 

ll3/4 

-16 

79 

42 

128 

NM 

6.3 

St  Paul  Cos/Dec 

STPL 

0 

70 

36 

70 

47 

673/4 

12 

105 

8 

97 

7.9 

8.5 

Salomon/Dec 

SB 

n 

59 

17 

29 

20 

27Vi 

25 

118 

12 

100 

13.1 

8.2 

San  Diego  G&E/Dec 

SDO 

n 

46 

28 

46 

39 

45 

7 

100 

0 

90 

12.8 

13.1 

Santa  Fe  Pacifict/Dec  SFX  n  65        5  23  5 

Sara  Lee/June  SLE  n  40  13  40  24 

Scana/Dec  SCG  n  43  27  37  30 

SCEcorp/Dec  SCE  n  41  28  40  34 

Schering-Plough/Dec  SGP  n  52  16  52  38 

Charles  Schwab/Dec  SCH  n  20*       6*  20  11 

Scott  Paper/Dec  SPP  n  53  26  51  30 

EW  Scripps/Dec  SSP  n  27*  13*  24  13 

Seagate  Technology/June  SGAT  o  46        6  19  6 

Sears,  Roebuck/Dec  S  n  60  22  42  22 

Security  Bancorp/Dec  SECB  o  26  13  21  15 

Security  Pacific/Dec  SPC  n  55  17  44  17 

Sequa/Dec  SQAA  n  88  41  77  50 

Service  Corp  I  nil/Dec  SRV  n  32  13  26  15 

Service  Merchandiset/Dec  SME  n  22        2  10  4 

SFFed  Corp/Dec  SFFD  o  22        4  14  4 

Shaw  Industries/June  SHX  n  34        6  34  15 

Shawmut  National/Dec  SNC  n  31         3  16  3 


7'/4 

39 
36 
39'/8 
49 '/s 
185/s 

39 

193/4 

14 '/8 

32Vs 

19'/4 

23Vs 

59 
25 

93/4 
9'/4 

255/s 
57/8 


-26 

38 

12 

3 

25 
10 

-13 
-8 
-18 
-15 
3 
-36 

-16 
65 
39 
-26 
-15 
-61 


70 
130 
106 

97 
118 
104 

82 
87 
78 
80 
97 
60 

79 
156 
131 
70 
80 
37 


12 
23 
4 
3 
11 
64 

3 

16 
20 
29 
13 
15 

4 
11 
59 
61 
27 
20 


100 

110 

93 

93 

99 

147 

92 
104 
108 
115 
102 
103 

93 
100 

143 
144 
114 
108 


NM 
19.3 

8.1 
10.9 
19.7 
30.1 

19.4 
31.4 

9.2 
12.4 

7.5 
22.9 

19.5 
19.5 

8.4 
35.6 
13.1 

NM 


10.5 
18.3 
10.8 
10.9 
16.6 
26.6 

11.0 
20.8 
8.8 
9.6 
8.4 
6.0 

9.1 
16.2 

7.2 

4.7 
14.1 

NM 


Sherwin-Williams/Dec 

SHW 

n 

22 

10     22 

15 

•213/4 

20 

113 

16 

104 

15.4 

13.9 

Sigma-Aldrich/Dec 

SIAL 

0 

39 

15     39 

26 

34  '/z 

22 

115 

17 

105 

24.0 

20.9 

Signet  Banking/Dec 

SBK 

n 

43 

7     28 

7 

125/s 

-53 

44 

22 

109 

8.1 

10.6 

Smith's  Food  &  Drug/Dec 

SFD 

n 

41* 

21*    41 

25 

393/s 

49 

140 

35 

121 

29.0 

23.6 

Snap-on  Tools/Dec 

SNA 

n 

47 

23     38 

26 

313/8 

-3 

92 

-1 

89 

12.8 

134 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    ^Earnings  reported  after  Mar 
22,1991.    NA:  Not  available  or  not  applicable.    NM:  Not  n neaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22,  1991. 
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net 
profit 
margin 

latest 

12-month 

EPS 

1990 
EPS 

r^rninnr 

indicated 
rate 

Divic 

yield 

earnings — 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 

5-year 

growth 

rate 

3.2% 

$1.58 

$1.58 

$0.30 

-81% 

3 

low 

$0.32 

5.2% 

20% 

44% 

7.3 

5.44 

5.44 

6.06 

11 

8 

average 

1.40 

2.5 

26 

4 

4.9 

5.01 

5.01 

6.41 

28 

28 

low 

1.80 

3.1 

36 

41 

0.0 

0.02 

0.02 

4.37 

NM 

10 

average 

0.84 

1.0 

NM 

7 

def 

-4.44 

-4.44 

0.40 

D-P 

2 

NM 

0.60 

5.7 

NM 

-7 

3.1 

2.59 

2.59t 

3.00 

16 

10 

very  high 

1.00 

2.3 

39 

10 

def 

-1.11 

-1.11 

0.19 

D-P 

4 

very  low 

none 

NA 

NA 

NA 

4.0 

3.05 

3.05 

3.10 

2 

17 

average 

1.10 

2.3 

36 

2 

1.7 

0.57 

0.57 

1.17 

105 

3 

very  low 

0.56 

6.9 

98 

67 

5.0 

2.57 

2.56 

2.69 

5 

25 

high 

0.86 

3.2 

33 

8 

7.3 

3.10 

3.10 

2.98 

-4 

19 

average 

1.24 

2.7 

40 

13 

def 

-1.46 

-1.46 

0.42 

D-P 

2 

NM 

none 

NA 

NA 

NA 

9.4 

1.80 

1.80 

2.06 

14 

18 

very  high 

0.60 

1.2 

33 

20 

9.5 

1.65 

1.65 

1.79 

8 

14 

average 

0.32 

1.3 

19 

19 

0.8 

0.43 

0.43 

1.27 

195 

21 

average 

0.60 

3.5 

140 

7 

1.7 

1.53 

1.53 

1.16 

-24 

8 

low 

0.60 

3.0 

39 

17 

9.1 

4.41 

4.41 

4.13 

-6 

24 

average 

1.36 

3.6 

31 

14 

9.4 

1.05 

1.05 

1.29 

23 

26 

average 

0.32 

1.0 

30 

18 

0.6 

0.91 

0.91 

1.13 

24 

7 

average 

none 

NA 

NA 

NA 

36.9 

1.35 

1.35 

1.74 

29 

17 

average 

none 

NA 

NA 

NA 

def 

-0.46 

-0.46 

1.87 

D-P 

6 

low 

0.40 

3.4 

NM 

63 

9.8 

8.57 

8.57 

7.97 

-7 

25 

average 

2.60 

3.8 

30 

15 

3.4 

2.08 

2.08 

3.33 

60 

10 

average 

0.64 

2.3 

31 

0 

11.7 

3.52 

3.52 

3.44 

-2 

14 

very  high 

2.70 

6.0 

77 

3 

def 

-0.62 

-0.62 

0.69 

D-P 

14 

low 

0.10 

1.4 

NM 

NA 

4.1 

2.02 

1.91 

2.13 

12 

34 

high 

0.94 

2.4 

47 

20 

16.0 

4.44 

4.44 

3.32 

-25 

19 

high 

2.62 

7.3 

59 

3 

10.9 

3.60 

3.60 

3.60 

0 

28 

high 

2.64 

6.7 

73 

6 

17.0 

2.50 

2.50 

2.96 

18 

42 

very  high 

1.12 

2.3 

45 

27 

2.7 

0.62 

0.62 

0.70    . 

13 

6 

low 

0.16 

0.9 

26 

NA 

2.8 

2.01 

2.01 

3.55 

77 

25 

average 

0.80 

2.1 

40 

9 

3.7 

0.63 

0.63 

0.95 

51 

6 

low 

0.40 

2.0 

63 

0 

3.7 

1.54 

1.92 

1.61 

-16 

14 

low 

none 

NA 

NA 

NA 

1.6 

2.63 

2.63 

3.39 

29 

24 

average 

2.00 

6.1 

76 

5 

9.5 

2.58 

2.58 

2.30 

-11 

5 

average 

1.00 

5.2 

39 

11 

1.6 

1.03 

1.03 

3.97 

285 

29 

low 

1.52 

6.4 

148 

14 

1.5 

3.03 

3.03 

6.50 

115 

1 

NM 

0.60 

1.0 

20 

3 

11.3 

1.28 

1.28 

1.54 

20 

7 

average 

0.56 

2.2 

44 

27 

1.8 

*       1.16 

1.16 

1.35 

16 

6 

average 

none 

NA 

m 

NA 

0.6 

s'       0.26 

0.26 

1.99 

NM 

5 

low 

none 

NA 

NA 

NA 

3.6 

1.95 

2.11 

1.82 

-14 

9 

average 

0.50 

2.0 

26 

22 

def 

-1.84 

-1.84 

-0.50 

D-D 

16 

very  low 

none 

NA 

NA 

NA 

5.4 

1.41 

1.41 

1.56 

11 

12 

high 

0.42 

1.9 

30 

11 

13.5 

1.44 

1.44 

1.65 

15 

14 

very  high 

0.22 

0.6 

15 

11 

2.9 

1.56 

1.56 

1.19 

-24 

13 

low 

0.80 

6.3 

51 

9 

1.7 

.    1.36 

1.36 

1.67 

23 

10 

high 

0.36 

0.9 

26 

NA 

10.8 

2.45 

2.45 

2.34 

-4 

19 

average 

1.08 

3.4 

44 

17 

Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (I BBS),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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Saying  We  Make  A 
Difference  Might 
Convince  You 
To  Fly  Us  Once. 

Proving  It  Ml 
Convince  You 
To  Come  Back. 


At  Continental,  were  making  the  kinds  of 
differences  that  go  far  deeper  than  the 
fresh  coat  of  paint  adorning  our  planes. 

We're  putting  all  of  our  25,000  customer 
contact  people  through  our  Quality  Service 
Institute  to  offer  you  the  highest  standards  of 
service  in  the  world. 

We're  building  state-of-the-art  terminals 
and  redesigning  the  interior  of  our  planes  to 
add  more  room,  for  your  comfort. 

We're  proud  to  have  created  a  frequent  flyer 
program  voted  best  in  the  business  by  busi- 
ness travelers.  One  that  earns  you  free 
travel  faster  than  any  other  program. 

But  above  all,  it's  our  people.  Working 
around  the  clock,  going  that  extra  mile  to 
make  every  aspect  of  flying  more  pleasurable 
for  you. 

Experience  it  on  any  of  our  over  2000  daily 
flights  to  the  more  than  200  destinations  we 
fly  worldwide. 

One  airline  can  make  a  difference. 

Fly  us  once  and  let  us  prove  it  to  you. 

©  1991  Continental  Airlines,  Inc. 


One  Airline  Can 
Make  A  Difference. 


WALL  STREET 


THE  FORBES  500s 


Company/fiscal  year-end 


Society/Dec 

Society  for  Savings/Dec 

Sonat/Dsc 

Sonoco  Products/Dec 

Sotheby's  Holding 

South  Carolina  N?f 

Southeast  Banking/Dec 
Southern  Co/Dec 
Southern  Natl/Dec 
So  New  Eng  Telecom/Dec 
SouthTrust/Dec 
Southwest  Gas/Dec 


Ticker 
symbol 

Exch 

3 
higl 

■  rVl 

0 

41 

0 

24 

n 

56 

SONO 

0 

39 

BiD 

a 

37 

SCNC 

0 

28 

STB 

n 

31 

SO 

n 

30 

SNAT 

0 

16 

SNG 

n 

47 

SOTR 

0 

25 

SWX 

n 

27 

-Stock  price- 


-Stock  performance- 


5-year      12-month     recent 
high    low  high    low 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price      relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


24  40 

3  17 

21  56 

17  39 
8*  24 

13  22 

3  16 

18  29 
8  15 

22  40 
13  21 
12  19 


24 
3 

39 

25 
9 

13 


37'/2 

63/4 

44 
36'/2 
14'/2 
195/o 


16% 
-57 

-9, 

9 

-36 

-10 


110 

40 

♦"86 

103 

61 

85 


16% 

17 

-6 

12 

40 

20 


Southwestern  Bell/Dec 

SBC 

n 

65 

28 

60 

47 

54'/8 

Southwestern  Pub  Svc/Aug 

SPS 

n 

38 

22 

30 

25 

285/s 

Spiegel/Dec 

SPGLA 

0 

27* 

6* 

27 

10 

16'/4 

Springs  Industries/Dec 

SMI 

n 

45 

17 

37 

17 

257/s 

Square  D/Dec 

SQD 

n 

82 

34 

82 

34 

79'/2 

Standard  Fedl  Bank/Dec 

SFB 

n 

13* 

5* 

10 

6 

95/8 

-2 

-3 

-19 

-28 

47 
17 


93 
92 
76 
68 
139 
110 


-3 
0 

20 
14 
60 
24 


Sumitomo  Bank  Calif/Dec 

SUMI 

0 

Summit  Bancorp/Dec 

SUBN 

0 

Sun  Cot/Dec 

SUN 

n 

Sun  Microsystems/June 

SUNW 

0 

Sundstrand/Dec 

SNS 

n 

SunTrust  Banks/Dec 

STI 

n 

Sunwest  Financial/Dec 

SFSI 

Super  Food  Services/Aug 

SFS 

Super  Valu  Stores/Feb 

SVU 

Sysco/June 

SYY 

Talman  Home  Federal/Dec 

TLMN 

Tambrands/Oec 

TMB 

Tandem  Computers/Sept  TDM 

Tandy/June  TAN 

TCF  Financial/Dec  TCB 

TECO  Energy/Dec  TE 

Tele-Communications/Dec  TCOMA 

Teledynet/Dec  TDY 


35 
30 
73 
37 
42 
28 

39 
22 
30 
40 

14* 
57 

38 

57 

18* 

34 

22 

78 


18  30 

8  18 

26  40 

6  37 

18  40 

17  28 


10  20 

10  21 
16  29 

11  40 
3*  8 

22  57 

9  30 

24  40 

6*  14 

19  34 

7  17 

12  71 


18 
8 

26 
15 
22 
17 

10 
15 
22 
28 
3 
35 

9 
24 

6 
27 

8 
12 


26'/2 

11  to 

33 

297/s 

30to 

27to 

13 

16to 
27'/2 
35to 

4  to 

50'/2 

12'/2 

31 

i3to 

33 

15to 

22 


Temple-lnland/Dec 

TIN 

n 

40 

18 

40 

24 

37 

Tenneco/Dec 

TGT 

n 

71 

35 

71 

40 

44 

Texacot/Dec 

TX 

n 

69 

23 

69 

56 

64  to 

Texas  Instruments/Dec 

TXN 

n 

80 

23 

46 

23 

37'/? 

Texas  Utilities/Dec 

TXU 

n 

39 

25 

39 

32 

365/8 

-12 

-35 

-9 

23 

-15 

29 

-31 

-3 

8 

24 

-37 
40 

-57 
-9 
10 
15 
11 

-13 

17 
-34 

10 
3 
8 


83 

62 
86 

116 
80 

122 

65 

91 

102 

117 

59 

132 

41 

86 

104 

108 

105 

82 

110 
62 

103 
98 

102 


23 
23 
18 
40 
6 
20 

-4 
0 

16 
5 

21 

17 

7 
6 
74 
-2 
14 
49 

17 
-7 

6 
-1 

0 


104 
105 
84 
101 
125 
108 


87 
90 
108 
103 
143 
112 


111 
111 
106 
125 
95 
108 

86 

90 

104 

94 

109 

105 

97 

95 

156 

88 

103 

134 

105 
83 
95 
89 
90 


8.1 
NM 
17.0 
31.5 
8.7 
8.4 


14.8 
11.4 
13.8 

NM 
16.1 

7.4 


4.9 
NM 
17.7 
19.2 
9.9 
9.9 


10.4 
13.3 
22.3 
3.1 
22.0 

13.7 
9.3 
NM 

13.5 
NM 

17.6 

8.8 

10.1 

12.4 

NM 

8.3 


7.6 

9.0 

18.0 

13.9 

14.2 

6.9 


3 

5to 

-61 

37 

18 

106 

NM 

NM 

23 

28 

9 

103 

0 

90 

14.7 

10.3 

8 

11 

-20 

75 

10 

99 

10.9 

10.0 

26 

33to 

-11 

84 

1 

91 

15.3 

12.5 

13 

185/s 

-10 

85 

16 

105 

7.3 

6.6 

12 

163/s 

-6 

89 

25 

112 

9.1 

9.2 

13.9 
11.2 
12.1 

9.8 
18.0 

6.3 


Stanley  Works/Dec 

SWK 

n 

40 

21 

37 

26 

353/s 

1 

96 

22 

110 

14.0 

14.3 

Star  Banc/Dec 

STRZ 

0 

27 

15 

24 

15 

21  to 

12 

105 

27 

114 

9.5 

9.2 

State  Street  Boston/Dec 

STBK 

0 

49 

17 

49 

22 

467/s 

23 

116 

34 

121 

14.7 

14.0 

Stone  Container/Dec 

STO 

n 

40 

8 

23 

8 

13to 

-38 

58 

15 

103 

8.3 

49.1 

Storage  Technology/Dec 

STK 

n 

50 

9 

35 

11 

30 

40 

132 

40 

125 

13.5 

12.1 

Student  Loan/Dec 

SLM 

n 

57 

17 

57 

33 

483/. 

8 

102 

5 

95 

16.5 

13.9 

4.5 

13.7 

12.4 

18.2 

9.8 

9.8 

11.5 
9.6 

12.0 

20.3 
3.3 

18.5 

15.2 
9.2 
5.3 

12.8 
NM 

11.4 

11.3 
10.5 
11.7 
26.4 
9.0 


*Range  is  for  less  than  period  indicated.    fPrices  as  ongnally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    {Earnings  reported  after  Mar 
22,1991.    NA:  Not  available  or  not  applicable.    NM:  Not  meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22,  1991. 
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net 
profit 
margin 

9.0% 

latest 

12-month 

EPS 

1990 
EPS 

C-irninfrc 

indicated 
rate 

Dividends 

yield             payout 

5-year 

growth 

rate 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

$4.63 

$4.63 

$4.93 

6% 

16 

average 

$1.84 

4.9% 

40% 

19% 

def 

-4.40 

-4.40 

0.75 

D-P 

2 

NM 

0.30 

4.4 

NM 

-3 

7.3 

2.59 

2.59 

2.44 

-6 

22 

average 

2.00 

4.5 

77 

1 

3.0 

1.16 

1.16 

2.63 

127 

12 

high 

0.92 

2.5 

79 

26 

27.7 

1.66 

1.66$ 

1.02 

-39 

4 

low 

0.95 

6.6 

57 

NA 

7.2 

2.33 

2.33 

2.86 

23 

8 

average 

0.80 

4.1 

34 

16 

def 

-6.10 

-6.10 

-2.51 

D-D 

13 

very  low 

none 

NA 

NA 

NA 

7.6 

1.91 

1.91 

2.71 

42 

27 

average 

2.14 

7.6 

112 

1 

6.4 

1.01 

1.01 

1.10 

9 

4 

low 

0.44 

4.0 

44 

11 

8.2 

2.17 

2.17 

2.66 

23 

16 

high 

1.76 

5.3 

81 

6 

8.0 

2.57 

2.57 

2.84 

11 

10 

high 

1.08 

5.8 

42 

12 

4.3 

1.81 

1.81 

1.79 

-1 

6 

average 

1.40 

8.5 

77 

3 

12.1 

3.67 

3.67 

3.89 

6 

35 

high 

2.76 

5.1 

75 

15 

14.8 

2.51 

2.73 

2.55 

-7 

13 

average 

2.20 

7.7 

88 

2 

3.1 

1.18 

1.18 

1.34 

14 

12 

average 

0.36 

2.2 

31 

26 

def 

-0.39 

-4.39 

2.64 

D-P 

10 

average 

1.20 

4.6 

NM 

15 

7.3 

4.94 

4.94 

4.42 

-11 

15 

average 

2.32 

2.9 

47 

5 

33 

4.4 

1.30 

1.30 

1.53 

18 

7 

average 

0.40 

4.2 

31 

5.4 

2.53 

2.53 

2.47 

-2 

16 

average 

1.20 

3.4 

47 

12 

9.8 

2.23 

2.23 

2.31 

4 

4 

high 

1.00 

4.7 

45 

7 

8.9 

3.18 

3.18 

3.35 

5 

14 

average 

0.72 

1.5 

23 

20 

1.7 

1.59 

1.59 

0.27 

-83 

18 

very  low 

0.72 

5.4 

45 

45 

6.2 

2.22 

2.22 

2.49 

12 

7 

average 

none 

NA 

NA 

NA 

8.3 

2.96 

2.96 

3.52 

19 

16 

very  high 

0.80 

1.6 

27 

54 

9.0 

5.46 

5.46 

5.95 

9 

1 

NM 

1.60 

6.0 

29 

11 

def 

-0.71 

-0.71 

0.82 

D-P 

4 

very  low 

0.80 

7.1 

NM 

6 

1.7 

1.86 

1.86 

2.67 

44 

22 

low 

1.80 

5.5 

97 

-15 

5.5 

1.56 

1.21 

1.64 

36 

30 

average 

none 

NA 

NA 

NA 

7.1 

3.11 

3.11 

3.13 

1 

16 

average 

1.10 

3.6 

35 

1 

10.3 

2.75 

2.75 

2.79  . 

1 

28 

average 

0.92 

3.4 

33 

5 

def 

-0.19 

-0.19 

1.13 

D-P 

3 

average 

none 

NA 

NA 

NA 

0.9 

1.57 

1.60 

1.69 

6 

11 

high 

0.34 

2.1 

22 

13 

1.3 

2.06 

2.06* 

2.30 

12 

16 

high 

0.66 

2.4 

32 

6 

1.8 

1.58 

1.45 

•  1.74 

20 

19 

very  high 

0.28 

0.8 

18 

15 

2.5 

1.36 

1.36 

1.30 

-A 

1 

NM 

none 

NA 

NA 

NA 

15.5 

2.30 

2.30 

2.73 

19 

15 

high 

1.20 

2.4 

52 

6 

5.2 

0.91 

1.13 

0.82 

-27 

23 

low 

none 

NA 

NA 

NA 

5.7 

3.32 

3.54 

3.37 

-5 

29 

average 

0.60 

1.9 

18 

26 

def 

*      -2.86 

-2.86 

2.52 

D-P 

5 

average 

0.40 

3.0 

m 

63 

12.7 

2.45 

2.45 

2.58 

5 

23 

high 

1.62 

4.9 

66 

6 

def 

-0.81 

-0.81* 

-0.37 

D-D 

5 

very  low 

none 

NA 

NA 

NA 

2.0 

1.25 

1.25 

1.93 

54 

9 

average 

0.80 

3.6 

64 

0 

9.7 

4.20 

4.20 

3.28 

-22 

18 

average 

0.88 

2.4 

21 

26 

3.9 

4.37 

4.37 

4.19 

-4 

24 

average 

3.20 

7.3 

73 

1 

3.5 

5.18 

5.18 

5.50 

6 

36 

average 

3.20 

5.0 

62 

15 

def 

.    -0.92 

-0.92 

1.42 

D-P 

27 

very  low 

0.72 

1.9 

NM 

2 

18.7 

4.40 

4.40 

4.05 

-8 

25 

high 

3.00 

8.2 

68 

2 

Sources:  William  O'Neil  &  Co.; 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via 

Lotus  One  Source;  Forbes. 
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iscat  year-end 


Trinova/Dec 

Trustmark/Dec 

TRW/Dec 

Turner  Broadcasting/Dec 

Turner  Corp/Dec 

TW  Holdings/Dec 


Ticker 
symbol 


Exch 


-Stock  price- 


-Stock  performance- 


5-year      12-month     recent 
high    low  high    low 


latest  12  months 
price       relative  to 
change       market 


year  to  date 
price       relative  to 
change       market 


Price/earnings  ratios 
latest         1991 
12  est 

months 


Textron/Dec 

TXT 

n 

40 

17      32 

19 

31  % 

34% 

126% 

14% 

102% 

9.8 

9.4 

Time  Warner/Dec 

TWX 

n 

183 

66    116 

66 

104 

11 

105 

21 

109 

NM 

NM 

Times  Mirror/Dec 

TMC 

n 

53 

21     38 

21 

283/4 

-17. 

'79 

7 

97 

20.5 

21.5 

Timken/Dec 

TKR 

n 

41 

20     36 

20 

25 

-15 

80 

18 

106 

13.5 

14.2 

TJX  Cost/Jan 

TJX 

n 

44 

9     18 

9 

16 

-1 

94 

47 

132 

15.1 

13.2 

Torchmark/Dec 

TMK 

n 

59 

22     56 

38 

533/4 

12 

106 

10 

99 

12.6 

11.0 

Tosco/Dec 

TOS 

n 

26 

6 

25 

15 

211/2 

1 

95 

43 

129 

4.0 

7.4 

Toys  'R'  Us/Jan 

TOY 

n 

35 

10 

35 

20 

257/s 

-4 

90 

15 

103 

23.3 

19.2 

Transamerica/Dec 

TA 

n 

52 

23 

41 

23 

353/s 

-9 

86 

8 

97 

10.8 

9.3 

Transco  Energy/Dec 

E 

n 

60 

18 

47 

27 

3l'/8 

-26 

70 

-3 

87 

58.7 

12.4 

Travelers/Dec 

TIC 

n 

58 

12 

34 

12 

227/8 

-30 

66 

38 

124 

NM 

7.1 

Tribune/Dec 

TRB 

n 

63 

28 

46 

31 

41  lA 

-5 

90 

17 

105 

NM 

20.8 

TNV 

TRMK 

TRW 

TBSA 

TUR 

TWFS 


44  15  29 

32  17  22 

70  31  52 

21  2  18 

29  11  17 

6*  2*  6 


20th  Century  Inds/Dec 

TWEN 

0 

38 

15 

38 

Tyco  Laboratories/June 

TYC 

n 

66 

15 

66 

Tyson  Foods/Sept 

TYSNA 

0 

20 

5 

20 

UAL/Dec 

UAL 

n 

294 

49 

170 

UJB  Financial/Dec 

UJB 

n 

33 

7 

18 

Union  Bank/Dec 

UBNK 

0 

37 

14 

26 

15 
17 
31 

8 
11 

2 

18 
37 


23 
19 

39y8 

13'/4 
143/8 

4 

36 
48 


12      19 

84     1403/4 


Union  Camp/Dec  UCC  n 

Union  Carbide/Dec  UK  n 

Union  Electric/Dec  UEP  n 

Union  Pacific/Dec  UNP  n 

Union  Planters/Dec  UPC  n 

Union  Texas  Petrol/Dec  UTH  n 

Unisys/Dec  UIS  n 

UA  Entertainment/Dec  UAECA  o 

United  Missouri  Bcsh/Dec  UMSB  o 

US  Bancorp/Dec  USBC  o 

US  Healthcare/Dec  USHC  o 

US  Shoe/Jan  USR  n 

US  Surgical/Dec  USS  n 

US  Trust/Dec  USTC  o 

United  Technologies/Dec  UTX  n 

United  Telecom/Dec  UT  n 

Unitrin/Dec  UNIT  o 

Universal/June  UW  n 

Unocal/Dec  UCL  n 

UNUM/Dec  UNM  n 

Upjohn/Dec  UPJ  n 

US  West/Dec  USW  n 

USAir  Group/Dec  U  n 


48 
33 
32 
87 
20 
25* 

48 
24 
33 
29 
52 
35 

111 
49 
63 
46 
NA 
39 


26  44 

14  23 

20  31 

45  80 

7  11 

6*  25 


16 

17 


23  31 
13  29 


52 
26 


7 
14 

31 
14 
25 
61 
7 
13 

2 
9 

23 

15 

11 

7 


103/4 

23'/2 
393/e 

175/8 

297/s 
713/4 
10 
I6V2 

53/s 
13 

287/8 
265/s 
497/s 

ll7/8 


9  111  28  105'/4 

26  38  27  36 

30  63  40  47 

12  46  21  24 

NA  40*  25*  373/4 

22  34  22  29 


35  8  35  23 

63*  15*  63  32 

54  23  48  33 

41  21  41  32 


263/s 
59 

46'/s 
39'/8 


55   13  32   13   193/s 


-19 

-5 

-22 

-15 

-2 

26 

57 
0 

40 
-10 
-37 

-4 

12 

-19 

13 

4 

8 

-11 

-65 

-2 

-3 

9 

334 

-44 

273 
3 
-17 
-37 
NA 
-11 

-13 

33 

19 

8 

-36 


77 
90 
73 
81 
93 
119 

148 
95 

132 
84 
59 
90 

105 
76 

106 
98 

102 
84 

33 
93 
92 
103 
409 
53 

351 
97 
78 
59 
NA 
84 

82 
126 
113 
101 

61 


26 

9 
3 

16 
31 
37 

26 
12 
22 
28 
51 
27 

10 
8 
0 
2 

45 
9 

115 
4 
7 

32 
70 
25 

47 

16 

-2 

3 

23 
22 

0 
27 
23 

1 
23 


113 
97 
93 
105 
117 
123 

113 
100 
110 
115 
135 
114 

99 
97 
90 
91 
131 
98 

193 
93 
96 
118 
152 
112 

132 
104 
88 
93 
110 
110 

90 
114 
111 

90 
110 


15.2 

6.4 
11.5 
NM 
NM 
NM 

9.4 
15.9 
20.1 
32.5 

NM 
5.6 

11.8 
8.1 

10.9 

11.6 
8.3 

20.4 


9.7 

8.7 

30.8 


59.5 
29.0 
8.0 
16.8 
15.7 
13.7 

15.4 
11.0 
19.0 
12.6 


14.4 
6.3 

11.3 
NM 
9.6 
NM 

10.3 
16.2 
18.0 
21.2 
22.4 
5.4 

15.6 
10.3 
10.8 
11.3 
7.1 
19.2 


9.5 

8.1 

23.2 

9.7 

44.2 
11.7 
8.8 
12.4 
13.9 
11.8 

15.3 
10.9 
17.4 
12.2 


*Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    {Earnings  reported  after  Mar 
22,1991.    NA:  Not  available  or  not  applicable.    NM:  Not  meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22,  1991. 
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net 
profit 
margin 

3.6% 
def 
5.0 
3.2 
3.0 
12.8 

5.7 
5.9 
4.0 
1.3 
def 
def 

2.3 
8.5 
2.5 
def 
def 
def 

12.3 
4.9 
3.3 
0.9 
def 
8.7 

8.1 
4.0 
14.5 
8.9 
5.3 
9.0 


latest 

12-month 

EPS 

$3.18 
-13.67 
1.40 
1.85 
1.06 
4.28 

5.37 

1.11 

3.29 

0.53 
-1.85 
-1.22 

1.51 

2.96 

3.39 
-0.42 
-2.41 
-0.61 

3.85 
3.02 
0.94 
4.33 
-0.17 
4.23 

3.35 
2.19 
2.74 
6.17 
1.20 
0.81 


1990 
EPS 


$3.18 
-13.67 
1.40 
1.85 
1.06 
4.28 

5.37 
1.11 
3.29 
0.53 
-1.85 
-1.22 

1.51 

2.96 

3.39 

-0.42 

-2.41 

-0.61 

3.85 
2.90 
0.91 
4.33 
-0.17 
4.23 

3.35 
2.19 
2.74 
6.17 
1.20 
0.81 


-Earnings- 
estimated 
1991 
EPS 

$3.34 
-9.52 

1.34 

1.76 

1.21 

4.90 

2.90 
1.35 
3.81 
2.52 
3.22 
1.98 

1.60 
3.02 
3.47 
0.16 
1.50 
-0.35 

3.50 
2.97 
1.05 
6.63 
0.48 
4.39 

2.53 
1.72 
2.78 
6.37 
1.40 
0.86  - 


-Dividends- 


%  change 

•91  vs  '90 

EPS 

5% 
D-D 
-4 
-5 

14 
14 

-46 

22 

16 
375 
D-P 
D-P 

6 

2 

2 
D-P 
D-P 
D-D 

-9 

2 

15 

53 

D-P 

4 

-24 
-21 

1 

3 

17 

6 


number 

of 
analysts 

14 

18 

20 

7 

20 
21 

5 

29 
24 
23 
25 
18 

19 

3 
23 

3 

1 

3 

10 

7 
12 
19 

9 

4 

25 
24 
15 
18 

7 

8 


confidence 
factor  on 
estimate 


low 
average 

low 
high 
high 

low 
average 
average 

low 
average 

low 

average 
very  high 
average 
very  low 
NM 
very  low 

low 
average 

high 
very  low 
very  low 

high 

low 

low 
average 

high 
average 

low 


indicated 
rate 


$1.00 
1.00 
1.08 
1.00 
0.46 
1.40 

0.60 
none 
1.96 
1.36 
1.60 
0.96 

0.68 
1.03 
1.80 
none 
1.00 
none 

0.84 
0.36 
0.04 
none 
0.60 
1.40 

1.56 
1.00 
2.16 
2.50 
0.48 
0.20 


yield 


3.2% 
1.0 
3.8 
4.0 

2.9 
2.6 

2.8 
NA 
5.5 
4.4 
7.0 
2.3 

3.0 
5.4 
4.6 
NA 
7.0 
NA 

2.3 
0.8 
0.2 
NA 
5.6 
6.0 

4.0 
5.7 
7.2 
3.5 
4.8 
1.2 


payout 


31% 

NM 

77 

54 

43 

33 

11 
NA 
60 
NM 
NM 
NM 

45 
35 
53 
NA 
NM 
NA 

22 

12 

4 

NA 
NM 
33 

47 
46 
79 
41 
40 
25 


5-year 

growth 

rate 

5% 

0 

8 

30 
35 
21 

NA 

NA 

5 

-15 

4 

19 

14 

10 

5 

NA 
-5 
NA 

28 

16 

6 

NA 
11 
11 

10 

-13 

3 

6 

18 

-24 


def 

-3.45 

-3.45 

-0.74 

D-D 

22 

very  low 

none 

NA 

NA 

NA 

def 

-0.79 

-0.61E 

-0.61 

D-D 

6 

very  low 

none 

NA 

NA 

NA 

9.1 

2.97 

2.97 

3.04 

2 

4 

very  high 

0.80 

2.8 

27 

11 

9.5 

3.06 

3.06 

3.27 

7 

25 

average 

1.00 

3.8 

33 

17 

6.0 

1.62 

1.62 

2.15 

33 

17 

average 

0.50 

1.0 

31 

34 

1.9 

-0.61 

-0.61* 

1.23 

D-P 

5 

average 

0.52 

4.4 

NM 

2 

9.0 
3.0 
3.5 
3.7 
10.8 
1.1 


1.77 
1.24 
5.91 
1.43 
2.40 
2.11 


1.77 
1.24 
5.91 
1.43 
2.40 
2.22 


2.38 
3.09 
5.32 
1.94 
2.71 
2.46 


34 
149 
-10 

36 
13 
11 


17 
5 

25 

21 

5 

7 


high 
average 
average 
average 
average 
low 


0.50 
1.60 
1.80 
1.00 
0.80 
1.52 


0.5 
4.4 
3.8 
4.2 
2.1 
5.2 


28 
129 
.0 
70 
33 
72 


26 

27 

13 

1 

NA 
11 


3.7 

1.71 

1.71 

1.73 

1 

38 

low 

0.70 

2.7 

41 

17 

8.5 

5.38 

5.38 

5.42 

1 

16 

high 

0.80 

1.4 

15 

21 

5.0 

2.47 

2.47 

2.69 

9 

38 

high 

1.16 

2.5 

47 

23 

2.0 

•     3.11 

3.11 

3.22 

4 

32 

very  high 

2.00 

5.1 

64 

21 

def 

-10.89 

-10.89 

-2.26 

D-D 

22 

very  low 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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braham  Lincoln  saw  the  issue  very  clearly: 
The  Union  forever  ...  or  nevermore.  He  acted 
with  uncommon  intelligence,  keen  common 
sense  and  sure  judgment.  When  Blue  fought 
Gray  the  battle  lines  were  clear. 


Today,  whether  it's  the  war  on  drugs  at  home, 
a  battle  over  the  budget,  or  a  conflict  in  a  far-off 
land,  battle  lines  are  not  so  easily  discerned. 


WHAT  YOU  NEED  IS  INSIGHT. 

Smart,  successful  people  read  Insight  every 
week  for  a  clear  picture  of  how  today's  news  will 
affect  tomorrow's  events,  for  a  sharp  focus  on 
challenges,  breakthroughs  and  opportunities. 
They  read  Insight  because  knowledge  is  power. 


Now  you  can  KNOW  IT  ALL  for  just  50tf  per 
week.  Call  now  to  start  a  full  year  (51  issues)  of 
Insight  for  $25.50.  Call  now:  1-800-356-3588. 


on  tne  news 


o 


■ 

whll  aintti 
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Company/fiscal  year-end 

Ticker 
symbol 

Exch 

n 

5-y 

righ 

49 

sar 

low 

Stock 
12-m 
high 

Stock  perl 
lonths 
ilative  to 
market 

nrmanrn 

Price/earnings  ratios 
latest         1991 
12             est 
months 

|JI  ILL 

onth 
low 

recent 

latest  12  n 
price       r< 
change 

year 
price 
change 

to  date 
relative  to 
market 

USF&G/Dec 

FG 

7 

30 

7 

9'/2 

-67% 

31 

27% 

114 

NM 

52.8 

USGt/Dec 

USG 

n 

60 

3/4 

5 

3/4 

2Vz 

-39 

<  57 

208 

276 

NM 

22.7 

USLife/Dec 

USH 

n 

50 

23 

42 

23 

375/8 

-1 

*  93 

34 

121 

8.8 

8.6 

UST  Inc/Dec 

UST 

n 

45 

8 

45 

26 

43'/2 

65 

156 

19 

107 

22.2 

19.0 

USX/Dec 

X 

n 

40 

15 

38 

27 

30'/4 

-14 

81 

-1 

89 

9.6 

10.8 

Valero  Energy/Dec 

VLO 

n 

23 

5 

23 

14 

215/8 

45 

137 

41 

126 

9.4 

10.8 

Valhi/Dec 

VHI 

n 

18 

2 

17 

4 

9'/2 

-43 

53 

90 

171 

14.6 

NA 

Valley  Bancorp/Dec 
Valley  Federal  S&LyDec 
Valley  National/Dec 
VF/Dec 

VYBN 
VFEDC 
VNCP 
VFC 

0 
0 
0 

n 

28 
22 
50 
48 

17 

3/8 

9 
12 

25 
2 

20 
32 

17 
lA 

9 
12 

21  % 
1 

18!/2 
24 

-12 
33 
33 

-22 

83 
NM 
126 

74 

20 
14 
70 
31 

107 
NM 
153 
117 

8.8 

NM 

48.7 

17.8 

7.7 

NA 

24.7 

10.6 

Viacom/Dec 

VIA 

a 

33* 

5* 

28 

16 

25'/8 

-3 

92 

-4 

86 

NM 

NM 

Vons  Cos/Dec 

VON 

n 

30 

6 

30 

15 

30'/4 

48 

139 

34 

121 

23.6 

20.6 

Vulcan  Materials/Dec 

VMC 

n 

49 

24 

47 

29 

34'/8 

-24 

72 

0 

90 

11.0 

11.9 

Waban/Jan 

WBN 

n 

20* 

5* 

17 

5 

14'/2 

71 

161 

30 

117 

22.7 

14.2 

Wal-Mart  Stores/Jan 

WMT 

n 

38 

9 

38 

23 

37'/8 

60 

151 

23 

110 

32.6 

26.3 

Walgreen/Aug 

WAG 

n 

34 

12 

34 

21 

335/s 

59 

150 

31 

118 

23.2 

20.9 

Wang  Laboratories/June 

WANB 

a 

20 

2 

6 

2 

4'/4 

-23 

73 

62 

145 

NM 

NM 

Warner-Lambert/Dec 

WLA 

n 

82 

24 

82 

51 

73 

42 

134 

8 

97 

20.2 

17.4 

Washington  Mutual/Dec 
Washington  Post/Dec 
Washington  Water/Dec 
Waste  Management/Dec 
Weis  Markets/Dec 

WAMU 

WPO 

WWP 

WMX 

WMK 

0 

n 
n 
n 
n 

27 
311 
32 
46 
42 

9 

128 

22 

10 

22 

20 
266 
31 
46 
34 

9 

167 

27 

29 

24 

19'/4 

225 
293/4 
375/8 
293/4 

15 

-13 

5 

12 
-1 

108 
82 
99 

106 
94 

59 

14 

0 

8 

-2 

142 

102 

90 

97 

88 

NM 
15.6 

8.6 
25.3 
15.4 

6.4 
17.1 
10.6 
21.1 
14.4 

Wells  Fargo/Dec 
West  One  Bancorp/Dec 
Western  Capital  Inv/Dec 
Westinghouse/Dec 
Westvaco/Oct 

WFC 

WEST 

WECA 

WX 

W 

n 

0 
0 

n 
n 

88 
31 
21 
39 
38 

38 

14 

1 

20 
21 

86 

31 

7 

39 
32 

41 

18 

1 

22 
22 

707/s 
27'/2 

3'/4 

28Vs 
283/4 

1 

17 
-49 
-23 

7 

95 

110 

48 

73 

101 

22 

15 

60 

0 

8 

110 

103 

143 

90 

97 

5.3 

8.2 

NM 

31.5 

11.8 

6.2 
7.5 
NM 
9.5 
13.3 

Wetterau/Mar 

WETT 

0 

36 

16 

36 

24 

285/s 

5 

99 

-3 

87 

13.0 

11.1 

Weyerhaeuser/Dec 
Wheeling  Pittsburgh/Dec 
Whirlpool/Dec 

WY 

WHX 

WHR 

n 
n 
n 

40 
55 
42 

17 

5 

18 

28 
27 
34 

17 

5 
18 

223/4 

6'/2 

263/4 

-9 
-63 
-11 

85 
33 
84 

4 

22 
14 

93 
109 
102 

12.2 

NA 
25.7 

15.8 

NA 

18.0 

Whitman/Dec 

WH 

n 

41 

17 

29 

17 

251/8 

-3 

91 

40 

125 

NM 

14.1 

Whitney  Holding/Dec 
Whittakert/Oct 

WHDN 
WKR 

0 

n 

64 
53 

19 
8 

42 
15 

19 
8 

20 
14Vs 

-53 
52 

44 
143 

0 
31 

90 
118 

NM 

1.4 

NA 

9.8 

Willamette  Inds/Dec 

WMTT 

0 

64 

30 

55 

30 

48'/4 

-11 

84 

12 

101 

9.5 

12.4 

Williams  Cos/Dec 

WMB 

n 

45 

18 

35 

23 

303/4 

-1 

94 

19 

107 

19.5 

16.1 

Wilmington  Trust/Dec 
Winn-Dixie  Stores/June 

WILM 
WIN 

0 

n 

46 

41 

20 
18 

45 

41 

30 
29 

40'/2 
36'/2 

3 
21 

97 
114 

1 
13 

91 
101 

10.7 
18.0 

10.0 
17.2 

Wisconsin  Energy/Dec 
Witco/Dec 

WEC 

WIT 

n 
n 

34 
47 

21 
22 

34 
38 

27 
22 

33 '/4 
35 

16 
3 

110 
97 

5 
13 

94 
102 

12.0 
11.9 

11.2 
11.0 

Wool  worth/Jan 

Z 

n 

37 

15 

37 

23 

30'/2 

-3 

91 

1 

91 

12.5 

10.3 

Wm  Wrigley  Jr/Dec 
Xerox/Dec 

WWY 
XRX 

n 
n 

63 
85 

17 
29 

63 
59 

44 
29 

57'/2 
53'/2 

17 
-4 

110 
91 

12 
51 

101 
135 

19.2 
32.2 

17.5 
10.3 

Yellow  Freight  Sys/Dec                   YELL 
Zions  Bancorporation/Dec               ZION 

0 
0 

43 
64 

19 

19 

34 
38 

19 
25 

28'/2 
36 '/4 

10 
31 

103 
123 

8 
14 

97 
103 

12.3 
8.2 

12.2 
7.6 

•Range  is  for  less  than  period  indicated.    tPrices  as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  of  special  distributions.    NA:  Not  available  or  not 
applicable.    NM:  Not  meaningful.    E:  Estimate.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit.    Stock  prices  as  of  Mar  22,  1991. 
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net 
profit 
margin 

latest 

12-month 

EPS 

1990 
EPS 

Forninirc . 

indicated 
rate 

Divi< 

yield 

Ir^nH'" 

Cdilllf  Igb — 

estimated 
1991 
EPS 

%  change 

'91  vs  '90 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 

5-year 

growth 

rate 

def 

$-6.99 

$-6.99 

$0.18 

D-P 

24 

very  low 

$0.20 

2.1% 

NM 

7% 

def 

-1.65 

-1.65 

0.11 

D-P 

1 

NM 

none 

NA 

NA 

NA 

5.6% 

4.27 

4.27 

4.37 

2% 

17 

average 

1.64 

4.4 

38% 

7 

29.7 

1.96 

1.96 

2.29 

17 

20 

very  high 

1.32 

3.0 

67 

23 

4.2 

3.14 

3.14 

2.79 

-11 

25 

low 

1.40 

4.6 

45 

5 

8.1 

2.31 

2.31 

2.01 

-13 

14 

low 

0.28 

1.3 

12 

NA 

4.4 

0.65 

0.65 

NA 

NA 

NA 

NA 

0.20 

2.1 

31 

31 

8.4 

2.42 

2.42 

2.76 

14 

4 

high 

1.20 

5.6 

50 

14 

def 

-7.41 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

0.7 

0.38 

0.38 

0.75 

97 

15 

very  low 

none 

NA 

NA 

NA 

3.1 

1.35 

1.35 

2.26 

67 

11 

average 

1.00 

4.2 

74 

11 

def 

-0.84 

-0.84 

0.07 

D-P 

4 

very  low 

none 

NA 

NA 

NA 

0.9 
10.9 
0.8 
3.9 
2.9 
def 


6.8 
4.2 
15.7 
1.6 
12.9 
4.2 


1.28 
3.10 
0.64 
1.14 

1.45 
-4.04 


5.10 
1.58 
3.80 
2.03 
2.77 
2.95 


1.28 

3.10 
0.64 
1.14 
1.42 
-4.35 


1.47 
2.87 
1.02 
1.41 
1.61 
-0.33 


15 
-7 
59 
24 
13 
D-D 


12 

35 

19 

9 


average 
average 
average 
high 
very  high 
very  low 


none 
1.20 
none 
0.17 
0.46 
none 


5.10 
1.58 
3.80 
1.93 
2.77 
2.95 


3.90 
1.91 
4.05 
2.12 
2.96 
3.17 


-24 

21 

7 

10 
7 
7 


19 

19 

5 

9 

25 
9 


low 

average 

average 

very  high 

very  high 

high 


1.60 
1.40 
1.44 
1.08 
1.76 
1.72 


3.5 
NA 
0.5 
1.4 


3.3 
4.6 
3.6 
3.0 
5.3 
4.9 


NA 
39 
NA 
15 
32 


31 
89 
38 
53 
64 
58 


NA 
11 
NA 
34 
13 


4.4 

1.87 

1.87 

1.44 

-23 

27 

low 

1.20 

5.3 

64 

10 

8.5 

NA 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.1 

1.04 

1.04 

1.49 

43 

15 

low 

1.10 

4.1 

106 

1 

def 

-0.68 

-0.68 

•      1.78 

D-P 

12 

average 

1.06 

4.2 

NM 

8 

def 

-2.73 

-2.73 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

45.8 

10.29 

10.30 

1.50 

-85 

1 

NM 

none 

NA 

NA 

NA 

14 
0 

33 
4 
7 

15 


3.2 

2.45 

2.45 

2.97 

21 

26 

average 

1.04 

3.4 

42 

20 

10.6 

2.99 

2.99 

3.29 

10 

9 

very  high 

1.62 

2.8 

54 

27 

1.4 

1.66 

1.66 

5.21 

214 

16 

average 

3.00 

5.6 

181 

0 

2.8      • 

2.31 

2.31 

2.33 

1 

17 

average 

0.94 

3.3 

41 

4 

7.7 

4.45 

4.45 

4.80 

8 

3 

average 

1.44 

4.0 

32 

9 

Sources:  William  O'Neil  &  Co.;  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes 
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Suppose  this  was  an  investment  opportunity. 

Which  would  you  choose? 


Introducing  Defined  Asset  Funds.  Because  seeing 
what  you're  investing  in  is  a  definite  advantage. 

Defined  Asset  Funds  are  too  good  to  be  kept  under 
wraps.  There  are  many  benefits.  You  know 
in  advance  what  you're  investing  in.  The 
securities  in  these  unit  investment  trusts 
are  professionally  selected.  Since  they're  supervised  but  not 
actively  managed,  there  are  no  management  fees. 


Call  1-800-422-9001, 
extension  358. 


folios  of  bonds,  stocks  and  other  assets  to  suit  your 
goals.  You  enjoy  reduced  risk  through  diversification. 
And  you  can  get  started  for  about  $1,000. 

Definitions,  our  new  magazine, 
will  explain  the  many  advantages  oi 
Defined  Asset  Funds,  America's 
oldest  and  largest  family  of  unit  investment  trusts 
Ask  your  financial  professional  or  call  our  toll  tor 
number  for  your  free  copy.   MGrNll    Ly  nCH 


You  can  choose  from  a  wide  range  of  defined  port- 

Shearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

A  free  prospectus  containing  more  complete  information,  including  all  charges  and  expenses,  is  available. 

Read  the  prospectt.    carefully  before  you  invest  or  send  money. 


*  . 
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BY  ERIC  S.  HARDY 


Investors  looking  for  a  good  CD, 
Treasury  security  or  money  fund  have 
been  frustrated  by  the  paltry  returns 
offered  by  the  issuers.  However,  the 
relatively  modest  (4%,  on  average) 
gain  so  far  this  year  in  utility  stocks 
means  investors  can  still  find  plenty  of 
quality  issues  with  nice  yields  and 
decent  capital  gains  potential. 

"The  good  news  on  utilities  is  that 
they're  very  safe  and  attractive  invest- 
ments now  that  their  problems  [e.g., 
nuclear  plant  construction]  are  be- 
hind them,"  argues  Barry  Abramson 
of  Prudential  Securities  Inc.  He  espe- 
cially likes  Pacific  Gas  &  Electric  and 
New  England  Electric,  pg&e  offers  a 
6.3%  yield  and  is  expected  to  be  a 
beneficiary  of  new  environmental 
laws  in  California,  which  should  in- 
crease markets  for  gas  and  electricity. 
Abramson  likes  New  England  Electric 
because  it  is  the  lowest-cost  producer 
in  the  region;  moreover,  the  compa- 
ny's unusual  structure  means  that  a 
federal  agency — not  Massachusetts 
regulators — sets  many  of  the  com- 
pany's rates. 

Stock  market  averages  posted  solid 
gains  during  the  two  weeks  ended 
Apr.  4.  Smaller  stocks,  especially  tech- 
nology issues,  are  still  outperforming 
the  blue  chips,  a  trend  that  is  now 
several  months  old.  Average  daily 
trading  volume  on  the  New  York 
Stock  Exchange  fell  by  30  million 
shares  from  February  to  March. 


Closeup  on  the  market 


The  overall  market1 

4000 

m 

|  Wilshire  index 

Jk.     f 

3000 
2000 

|  200-day  moving  average 

The  Wilshire  index  as  of  4/4/91 
Market  value:  $3,393.1  billion 
Price/book:  3.8 

P/E:  17.9                                       . 
—    Yield:  2.9%                         Jkf 

*v  - 

Performance 

Price 

Total  return 

Last  4  weeks 

1.5% 

1.8% 

Since  12/31/90 

17.2 

18.2 

Since  peak  4/4/91 
Since  5-year  low  12/4/87 

0.0 
66.1 

0.0 
87.1 

1000 

™     1              1              1 

1              1              1 

i 

1 

'82           '83            '84           '85 

'86           '87           '88 

'89 

'90           '91 

The  best  performing  stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

m 

Relvol3 

IVAX 

34 '/2 

48% 

NM 

1,070 

1.2 

Seagate  Technology 

19'/8 

34 

12 

19,127 

1.6 

Home  Shopping  Network 

75/B 

30 

24 

3,980 

2.1 

Commodore  International 

203/4 

11 

26 

17 

5,842 

1.4 

Oracle  Systems 

26 

27 

24,287 

1.4 

The  worst  performing  stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

4.7 

Hercules 

337/6 

-18% 

17 

5,628 

Baroid 

6V4 

-17 

13 

2,535 

1.1 

Legent 

34 

-14 

21 

6,097 

2.3 

Rohm  &  Haas 

393/4 

-13 

13 

1,187 

1.3 

Enron  Oil  &  Gas 

19;4 

-12 

32 

505 

1.0 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6,000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P  500  c 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 


Price  or  rate 

3634.6 

23.7 
2924.5 
379.8 
207.7 
365.1 
497.6 
325.8 


2-week  change 

3.9% 

6.1 
2.4 
3.6 
3.5 
3.4 
7.1 
1.1 


Index  or  investment 

Price  or  rate 

2-week  change 

Europe,  Australia,  New  Zealand  and  Far  East4 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

880.00 

1.4% 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

122.57 

4.9 

Individual1 

Approximately  200  stocks  with  low  institutional  ownership 

104.04 

4.6 

Russell  2000  index 

2000  small  market  value  stocks,  capitalization  weighted 

174.63 

5.3 

Gold'  (composite  quote  of  6  major  dealers) 

$359.00 

-1.1 

Yen'(per$U.S.) 

136.00 

-0.6 

Commodity  index'  (CRB  futures  index,  1967=100) 

220.72 

0.4 

Oil'  (W  Texas  Intermediate) 

$20.00 

-0.7 

T  bills'  (90  days) 

5.74% 

-1 1  basis  points  7 

Broker  loan  rate' 

8.00% 

unchanged 

Note:  All  data  for  periods  ending  4/4/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif.  'Average  daily  volume  over  recent  2-week  period. 3  Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months. 4  Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  4/5/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information. 7  A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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BY  ERIC  S.  HARDY 


CRB  Spot  indexes 


CRB  Futures  indexes 


360 


(1967=100) 


Raw  industrials' 


Kf    N^w   .^ 


320 

yW^^ 

\ 

W    +.  *J 

jm* 

V, 

All  commodities' 

V*K/*/ 

^vv 

280 

^^v. 

V, 

^^W 

V 

240 

y*v**r 

^*wA* 

1989 

1990 

1991 

350 

(1967=100) 

1     *,    Precious  metals2       . 

300                     \  i    K                       IA 

Futures  index* 

^ 

"\yv 

\ 

200 

^> 

1 

1989 

1990 

1991 

More  good  news  on  the  inflation  front.  Persian  Gulf- 
related  aberrations  aside,  the  Commodity'  Research  Bu- 
reau's Futures  Index — an  indicator  of  traders'  expecta- 
tions of  food,  energy  and  basic  raw  materials  prices  — has 
been  declining  rather  steadily  for  about  a  year.  A  rise  in 
industrial  commodity  prices  caused  a  short-lived  rally  early 
in  March,  but  the  index  is  now  8%  below  its  year  ago  level. 

The  Department  of  Agriculture  reports  a  1.3%  decline 
in  its  index  of  crop  prices  (including  both  food  and 
nonfood  items)  since  March  1990.  The  agency  expects 
retail  food  prices  to  rise  only  2%  to  5%  in  1991,  versus  6% 
last  year. 

March  was  a  watershed  for  the  oil  markets.  Both  future 
and  spot  market  petroleum  prices  finally  stabilized.  The 


closing  of  a  huge  refiner)'  in  Mexico  and  reports  of 
significant  war-related  damage  to  Kuwait's  production 
facilities  might,  under  normal  circumstances,  cause  the 
market  to  rally.  Why  hasn't  it?  A  report  by  Bear,  Stearns 
points  out  that  oil  companies,  expecting  a  longer  war  and  a 
less  decisive  allied  victory,  augmented  their  supplies  more 
than  usual.  A  sluggish  global  economy  and  a  mild  winter 
has  also  suppressed  demand  for  oil. 

Currency  traders  and  investors  in  financial  futures  ex- 
pect interest  rates  to  decline  overseas  but  not  necessarily  in 
the  U.S.  This  helps  explain  why,  with  the  exception  of 
coffee  (see  below,  left),  most  of  the  action  in  commodities 
and  futures  these  days  is  in  foreign  exchange  markets, 
where  the  dollar  continues  to  advance. 


Commodity  spotlight 


Cash  and  futures  prices 


May  coffee'  ($  per  pound) 

1.14 


1990 


1991 


Spot  indexes 

Value 

3-mo  change 

Futures  indexes 

Index6 

Index 

Value 

3-mo  change 

All  commodities 

255.59 

-1% 

CRB  index 
Precious  metals 

221.49 

0% 

Raw  industrials 

292.00 

-3 

246.06 

-2 

-1 

10 

5 

Metals 

266.52 

-6 

Industrials 

234.20 

Textiles 
Foodstuffs 

257.95 
210.69 

0 

1 

Grains 
Livestock  &  meat 

189.05 
239.77 

Coffee  futures  contracts  were  traded 
in  record  volume  on  Mar.  22,  the  day 
after  Brazil  announced  an  immediate 
suspension  of  new  coffee  export  regis- 
trations. The  Coffee,  Sugar  &  Cocoa 
Exchange  also  reports  record  trading 
in  coffee  options  that  day.  Like  many 
commodities,  coffee  is  in  oversupply 
worldwide.  Trading  volatility  aside, 
the  trend  for  consumers  is  positive. 

Note:  All  prices  as  of  4/3/91.  'Composed  of  13  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  '  Gold,  platinum  and  silver.  'Compost-. i 
commodities.  ''Prices  from  1/2/90  through  4/3/91.  'Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Commodity  Research  Bureau. 


Spot  commodity  prices 

Futures  prices 

Index                            Price 

3-mo  change 

Index 

Price 

3-mo  change 

Steel  scrap  (short  ton)  $100.00 

-4% 

July  platinum  (troy  oz) 

$405.00 

-3% 

Copper  scrap  (pound)         0.90 

0 

June  crude  oil  (barrel) 

19.39 

-15 

Print  cloth  (sq  yard)            0.81 

-1 

May  copper (pound) 

1.09 
0.83 
2.89 

1 

10 

8 

Corn  (bushel)                    2.51 
soybean  oil  (pound)            0.22 

11 
3 

May  cotton  (pound) 
May  Chi  wheat  (bushel) 
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You've  analyzed.  You've  agonized.  gets  your  current  computers  working  anyone  could  do  it.  But  by  solving  rough 
You've  listened  to  all  the  experts.  And  together.  We  take  what  you  have  and  problems  for  big  companies  and  small 
now  that  the  future's  here,  where  are         make  sure  it  works  with  what  you  need.         companies  and  governments  every- 

IF    EVERYONE    WAS    PLANNING    FOR   THE    FUTURE, 
HOW    DID    THINGS    GET   SO    MESSED    UP? 


you?  Trying  to  cope  with  an  unmanage- 
able mishmash  of  computers.  A  system 
that  ha?  become  more  liability  than 
asset.  Are  we  overstating  the  problem? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating  where,  we've  become  one  of  the 

waste,  controlling  costs.  We  don't  have  largest  suppliers  of  information  tech- 

a  crystal  ball.  But  what  we  can  promise  nology  in  the  world.  Call  1-800-233- 

you  is  an  information  system  that  builds  in  BULL,  ext.  2100.  1-800-268-4144  in 

all  the  freedom  and  flexibility  you  need  Canada.  After  all,  why  have  an  informa- 

to  be  ready  for  the  future.  Whatever  tion  system  that's  confounded  by  the 


the  future  happens  to  be.  Worldwide 


Information 

Of  course,  we're  not  say-  Systems 


ing  this  is  easy.  If  it  were, 


Bull      ft 


future.  When  you  can  just 
as  easily  have  one  that's 
completely  at  home  there. 


We  solve  the  toughest  problems  in  the  world. 


■mint 


The  Hartwell  funds  prove  two  things:  (a)  you  can 
make  a  ton  of  money  in  a  volatile  fund  if  your  timing 
is  good;  and  (b)  most  investors'  timing  is  bad. 

The  A+/F 
phenomenon 


By  Suzanne  L.  Oliver 

If  you  have  ever  contemplated 
switching  assets  from  conservatively 
managed  portfolios  into  what  fund 
marketers  call  "aggressive  growth," 
look  carefully  at  the  history  of  the  two 
Hartwell  funds.  These  smallish  funds 
(combined  assets,  $57  million)  illus- 
trate a  basic  principle  about  risky  port- 
folios: When  the  market  is  going  up, 
they  are  very,  very  good.  But  when 
the  market  is  bad,  they  are  terrible. 
Investors,  unfortunately,  have  a  habit 
of  buying  into  these  two  funds  after 
the  market  has  gone  up,  and  getting 
out  just  after  it  has  gone  down. 

The  Hartwell  folks  have  hit  some 
home  runs  in  their  investment  ca- 
reers, especially  in  the  early  days.  John 
M.  Hartwell,  75,  is  the  founder  of  the 
Hartwell  Growth  Fund  (1966)  and 
the  Hartwell  Emerging  Growth  Fund 
(1968).  In  1963,  after  reading  an 
article  about  contraceptives  in  Rea- 
der's Digest,  Hartwell  bought  shares 
of  Syntex,  a  drug  startup  that  was  still 
in  the  red.  The  stock  rose  from  36  to 
225  in  a  year. 

For  William  Miller  IV,  53, 
Hartwell's  partner  since  1984,  the 
good  memories  go  back  to  1967. 
Miller,  then  at  Harvard  Business 
School,  took  a  flier  on  the  emerging 
mobile  home  industry.  Miller  tripled 
his  money  by  1969.  "It  wasn't  hard 
back  then  to  make  money  in  growth 
stocks,"  he  recalls. 

These  days  the  Hartwell  funds  are 
hot  again.  In  the  first  quarter  of  1 991 
the  Hartwell  Emerging  Growth 
Fund,  which  John  Hartwell  still  man- 
ages, was  up  29%,  thanks  to  big  moves 
in  Biogen,  Symantec  and  Buffets  Inc., 
among  others.  Note  that  all  three  of 
these     companies     are     trading    at 
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price/earnings  multiples  of  33  or 
higher.  (The  market's  average  price/ 
earnings  ratio:  18.)  Hartwell  Growth 
Fund,  managed  by  Miller,  was  up 
23%.  That's  half  again  as  good  as  the 
S&P  500's  total  return  of  15%  for  the 
quarter. 

Miller,  who  with  an  investor  group 


William  Miller  IV 

Investors  often  miss  the  growth 

in  his  Hartwell  Growth  Fund. 


bought  the  fund  advisory  firm  from 
Hartwell  in  1984  and  has  since  sold  it 
to  the  Keystone  group,  is  somewhat 
more  conservative  than  Hartwell.  But 
only  somewhat.  A  steep  price/earn- 
ings ratio  at  Home  Depot  didn't  stop 
Miller  from  buying  it  in  time  to  enjoy 
a  74%  gain  so  far.  Nor  does  the  red  ink 
at  Lin  Broadcasting  make  Miller  want 
to  unload  it;  he  has  a  103%  return  in 
the  television  and  cellular  phone  com- 
pany so  far.  Another  recent  performer 
that  Miller  managed  to  buy  on  the 


way  up  is  cue  International,  a  compa- 
ny that  gives  referrals  and  discounts 
on  home  improvement  projects  and 
sells  discount  coupon  books  for  the- 
aters and  restaurants,  cue's  stock  has 
doubled  in  the  past  year,  to  22  5/s;  that's 
44  times  earnings. 

Investors  now  contemplating  the 
purchase  of  a  hot  fund  like  these  two 
should  step  back  and  look  at  the  larger 
picture.  The  Hartwell  Emerging 
Growth  Fund  gets  an  A+  in  the 
Forbes  rating  system  for  performance 
in  bull  markets.  But  it  gets  an  F  for 
performance  in  bear  markets. 
Hartwell  Growth  is  only  slighdy  bet- 
ter. It  gets  an  A+  in  bull  markets  and  a 
D  in  bear. 

In  short,  if  you  could  consistendy 
get  into  either  of  these  funds  just 
before  a  bull  market,  and  get  out 
during  bear  markets,  you'd  get  rich. 
But  the  evidence  is  that  most  investors 
do  just  the  opposite. 

During  their  heyday  in  the  late 
1960s,  the  Hartwell  funds  reached 
$100  million  in  assets.  Then  came  a 
collapse,  first  in  small  growth  stocks, 
then,  in  1973  and  1974,  in  the  whole 
market.  During  those  two  years  the 
Emerging  Growth  Fund  lost  37%  of 
investors'  money.  Customers  exited, 
bringing  assets  of  the  fund  down  to 
$5.1  million  by  the  end  of  1978.  But 
just  as  the  late  1960s  were  the  wrong 
time  to  be  getting  in,  so  the  late  1970s 
were  just  the  wrong  time  to  be  leav- 
ing. Hartwell  Emerging  proceeded  to 
turn  in  two  spectacular  years  in  1979 
and  1980,  rising  a  total  200%. 

Hartwell  Emerging  also  did  well  in 
the  great  bull  market  that  got  under 
way  in  the  summer  of  1982.  By  the 
end  of  1983  investors  had  piled  back 
in,  ballooning  assets  to  $67  million. 
Sure  enough,  1984  was  one  of  the 
worst  for  the  fund,  with  a  loss  of  32%. 
Money  then  flowed  out  again  in  1985 
and  1986 — just  when  the  fund  was 
doing  well  again. 

There  is  something  to  be  said  for 
buying  a  speculative  fund  and  hang- 
ing in  for  the  long  pull,  although  not 
necessarily  a  Hartwell  fund,  whose 
long-term  results  are  worse  than  the 
market's.  But  there  is  nothing  good 
to  be  said  for  getting  into  risky  funds 
like  the  Hartwell  funds  when  things 
look  great  and  getting  out  when  they 
don't.  For  the  record,  right  now 
things  are  looking  great.  ■ 
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THE  GULF  BETWEEN  OUR  NEWS 
COVERAGE  AND  THEIRS. 
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War  began  on  Wednesday  evening.  And  by  the 

time  the  newsweeklies  hit  the  streets,  USA  TODAY 

had  already  given  readers  the  equivalent  of 

100  magazine  pages  of  war  coverage,  including 

a  first  ever  Saturday  Extra  edition. 

Before  magazines  like  Time  and  Newsweek 

were  even  delivered,  The  Nation's  Newspaper 
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had  sold  over  5.5  million  copies-including 
35  million  at  newsstands  and  vending  machines. 
Our  in-depth,  involving  and  up-to-date 
reporting  made  weekly  news  old  news. 
It's  for  reasons  like  these  that  readers  who 
can't  wait  for  tomorrow  turn  to  USA  TODAY. 
Shouldn't  advertisers  who  can't  wait  for  results? 


READ  IT  IN  USA  TODAY  OR  SOMEWHERE  ELSE  TOMORROW. 


GOOD    PROSPECTS 


OPTIMISM  FOR  EAST  GERMANY 


11990  AGAIN 
SATISFACTORY 

All  business  areas  contributed 
to  the  growth  in  sales.  Despite 
reduced  results  in  the  chemi- 
cals sector,  net  income  after 
minority  interests  reached 
again  a  satisfactory  level. 
Earnings  per  share  declined  by 
3%  to  DM  28.20.  At  the 
Annual  General  Meeting,  an 
unchanged  dividend  payment 
of  DM  11.00  per  share  will  be 
proposed. 


Total  Investments  1991-1995 
DM  30  billion 


I 


GROWTH  IN 
ALL  SECTORS 


The  electricity  sector  was  given  impe- 
tus by  the  good  economic  climate  and 
by  electricity  supply  to  East  Germany 
and  France.  In  the  chemicals  division, 
further  progress  was  made  with  the 
strategy  aimed  at  extending  the  range 
of  speciality  products;  furthermore,  the 
international  position  was  strength- 
ened. In  the  oil  sector,  an  increase  in 
the  supply  of  refineries  from  own 
sources  and  larger  production  margins 
showed  positive  effects.  Trading/trans- 
portation/services continued  to  grow. 
RHENUS,  an  affiliated  company  of 
STINNES,  and  Schenker  integrated 
their  international  forwarding  activi- 
ties in  a  joint  company. 


39%  for 
Expansion 


35%  for 
Modernization 


I 


(MBB®aJDuD@OD^ 


DM  7.7  BILLION  FOR 
EAST  GERMANY 


VEBA  is  planning  to  invest  DM  30  bil- 
lion worldwide  up  to  1995,  about 
26%  of  which  will  be  placed  in  the 
Lander  of  East  Germany.  Together 
with  partners,  PREUSSENELEKTRA 
signed  agreements  on  cooperation  at 
the  system  level  (electricity  generation 
and  high-voltage  transmission)  and 
will  acquire  majority  interests  in  a 
number  of  electricity  companies. 
VEBA  KRAFTWERKE  RUHR  (VKR) 
intends  to  build  a  900  MW  combined 
heat  and  power  station  for  Buna  in 
Schkopau.  VKR's  waste  disposal  busi- 
ness and  environmental  services  are 
being  developped  rapidly.  HULS  con- 
siders to  acquire  three  companies, 
which  are  extending  the  business  of 
speciality  products.  VEBA  OEL, 


together  with  RWE-DEA,  has  made  an 
offer  concerning  the  takeover  of  75% 
of  the  Schwedt  refinery  and  wants  to 
acquire  Erdol-Erdgas  Gommern. 
STINNES  and  RAAB  KARCHER  have 
already  built  up  a  wide  network  for 
their  activities  in  East  Germany.  VEBA 
WOHNEN  is  developping  projects  in 
the  sector  of  business  properties  and 
offers  services  around  construction, 
housing  and  urban  planning. 
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VEBA 
TODAY 


Backed  by  the  capital  of  540,000 
shareholders,  VEBA  AG  comprises 
a  portfolio  of  companies,  each 
structured  to  ensure  a  secure 
future.  Activities  are  spread  among 
the  electricity,  chemicals,  oil  and 
trading/transportation/services 
markets. 

PREUSSENELEKTRA  and  VKR 
supply  some  18%  of  the  electricity 
consumed  in  Germany. 
HULS  is  one  of  the  leading  pro- 
ducers of  chemicals,  plastics,  rubber 
and  detergent  raw  materials. 
Meanwhile,  HULS  has  become  one 
of  the  leading  producers  worldwide 
in  silicon  chemistry  and  wafer 
technology. 

With  a  secure  and  extended  crude 
oil  basis,  VEBA  OEL  holds  a  strong 
position  on  the  German  petroleum 
market. 

STINNES  and  RAAB  KARCHER 
are  major  trading  companies  on  the 
national  as  well  as  international 
level. 


Key  Figures  1990 


1989 


.  1990         Change 


Sales DM  million 

Net  Income  After  Minority  Interests  .    DM  million 

Earnings  per  Share DM 

Dividend  Payment  Proposed  per  Share  .  .  .  .  TM 
Total  Investments  (Extended  Group)  .  DM  million 
Employees 


49.208    .  . 

.    54.896    . 

1,246    .  . 

.  .    1.094    . 

29.10    .  . 

.  .    28.20    . 

11.00    .  . 

.  .    11.00    . 

6.298    .  . 

.  .    5.280    . 

94.514   .  . 

.  106,877    . 

+  12% 

- 1 2  °/i 
-    3°/o 

- 1 6  % 
+  13% 


The  interim  report  will  be  sent  to  you  on 
request.  Please  contact:  VEBA  AG. 
Karl-Arnold  Platz  3.  D-4000  Dusseldorf  30 
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MONEY  &  INVESTMENTS 


Here's  a  novel  security  that  might  be  useful  in  your  IRA,  Keogh  Plan  or  other 
tax-deferrred  accounts  if  you  want  to  participate  in  stock  market  gains  yet 
hedge  against  loss  of  principal:  zero  coupon  accreters. 

Double-edge  play 
in  the  convert  market 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


A  sophisticated  product  in  the  con- 
vertible market  is  gaining  popularity 
with  long-term  investors  looking  for 
protection  of  principal  in  their  IRAS, 
Keoghs  and  Simplified  Employee 
Pension  Plans. 

They  carry  the  somewhat  daunting 
name  of  "zero  coupon  accreters." 
What's  that  mean?  Zero  coupon  de- 
bentures, convertible  at  a  fixed  ratio 
to  common  stock  through  the  life  of 
the  issue.  They  can  also  be  "put"  back 
to  the  issuer,  usually  every  three  or 
five  years,  at  specified  values  reflecting 
the  accretion  of  the  implied  interest 
return. 

Merrill  Lynch  dreamed  them  up  six 
years  ago  as  Lyons — Liquid  Yield  Op- 
tion Notes — and  has  since  underwrit- 
ten 32  different  issues  worth  some 
$7.2  billion.  Kidder,  Peabody;  Bear, 
Stearns;  Salomon  Brothers  and  other 
investment  houses  have  brought  an 
additional  $1.9  billion  to  market 
through  seven  issues. 

What's  their  attraction?  The  con- 
version factor  lets  you  participate  in 
stock  market  gains  while  keeping  a 
solid  hedge  against  loss  of  principal 
through  the  put  option.  Issuers  like 
them  because  they  enhance  cash  flow: 


The  implied  interest  is  deducted  from 
taxable  income,  but  no  cash  is  actually 
paid  out.  Of  course,  for  the  investor, 
the  implied  interest  reflected  in  annu- 
al price  accretion  is  subject  to  taxes,  so 
these  converts  should  be  used  only  for 
tax-deferred  accounts.  Otherwise  the 
investor  will  be  paying  cash  out  in 
taxes  without  getting  any  cash  return. 

Remember,  too,  that  as  Mark  Hul- 
bert  points  out  in  this  issue  (see  p. 
345),  convertibles  can  be  as  volatile  as 
the  common  stock  itself;  so  don't  take 
the  plunge  unless  you  really  plan  to 
hold  for  a  long  time.  Watch  those 
conversion  and  put  terms;  they  vary 
widely,  and  be  sure  you  know  what 
the  issuer  can  use  to  pay  off  the  put. 
This  may  be  cash,  but  sometimes  it 
can  be  stock,  subordinated  notes  or  a 
new  bond — not  always  what  you 
•might  want. 

Preston  M.  Harrington  III,  vice 
president  of  research  with  Merrill 
Lynch,  suggests  Morrison  Knudsen 
zeros  of  2005  as  one  example.  Rated 
Baa3  by  Moody's  and  BBB  by  s&P, 
the  issue  is  priced  at  $402.50  and  is 
convertible  into  6.245  shares  of  com- 
mon— which  represents  a  premium  of 
13%  over  the  trading  price  of  the 
underlying  stock.  Yield  to  final  matu- 
rity is  6.6%  and  to  first  put  on  May  1, 
1995  at  $490.58  is  4.9%.  Payment  by 
the  company  can  be  in  cash,  common 
stock  or  subordinated  notes. 

For  the  investor  who  is  more  inter- 
ested in  the  value  of  the  underlying 
common  stock  than  in  yield,  choose  a 
zero  convert  with  a  low  conversion 
premium  of  up  to  15%  over  the  com- 
mon's market  price.  A  zero  coupon 
convertible  with  a  lower  premium  will 
go  up  in  price  faster  than  a  high- 
premium  security.   Harrington  rec- 


ommends B -rated  Shoney's  zeros  of 
2004,  which  are  priced  at  $500  and 
are  convertible  into  29.349  shares  of 
common,  for  a  conversion  premium 
of  3%.  Yield  to  maturity  is  5.4%. 

When  the  conversion  premium 
gets  very  high,  so  does  the  accretion 
"yield,"  and  the  bond  becomes  at- 
tractive on  a  yield  basis,  with  conver- 
sion a  remote  kicker.  Example:  the  A- 
2/A-plus  quality  Loews  Corp.  zeros 
of  2004,  which  trade  at  $407.50  to 
yield  6.75%  to  maturity  but  pay  8.9% 
to  put  in  1994.  Conversion  premium 
is  42%. 

Christopher  Wiles,  a  utility  portfo- 
lio manager  at  Pittsburgh's  Federated 
Investors,  likes  United  Telecom  zeros 
of  2006,  convertible  into  8.358 
shares  of  Southern  New  England 
Telecommunications  common.  At 
$315,  the  yield  to  first  put  in  1996  of 
this  issue  is  7.8%.  Conversion  premi- 
um is  11%  over  the  current  trading 
level  of  the  Southern  New  England 
common.  But  the  company  retains 
the  option  to  pay  the  $46  put  value  in 
cash  or  in  shares  of  Southern  New 
England  common,  or  a  combination 
of  both. 

Wiles  also  likes  BBB -quality  Sonat, 
Inc.  zeros  due  2005.  These  can  be  put 
in  1995  to  yield  9.6%  to  first  put.  But 
the  conversion  premium  is  39%,  so 
this  must  be  considered  more  of  a 
fixed-income  alternative. 

Sidney  Fried,  publisher  of  R.H.M. 
Convertible  Survey  in  Glen  Cove, 
N.Y.,  says  zero  coupon  convertibles 
are  overlooked  by  many  market  par- 
ticipants who  believe  the  securities  are 
too  complicated.  But  that  shouldn't 
stop  you  from  considering  them  as 
investments  in  the  current  market 
environment.  H 
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MONEY  &  INVESTMENTS 


The  finance  professors  have  made  major 
contributions  to  investment  thinking,  but  some 
of  their  ideas  have  also  cost  investors  dearly. 

From  academe 
with  love 


BY  DAVID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


The  academic  proponents  of  the 
Efficient  Market  Hypothesis  trumpet 
that  they  have  taken  investment 
thinking  out  of  the  Dark  Ages.  Their 
theory  says  the  market  is  so  efficient 
in  digesting  investment  information 
that  it  is  virtually  impossible  for  an 
individual  stock  picker  to  outperform 
the  market  over  any  sustained  period 
of  time.  There's  value  in  the  hypothe- 
sis but  danger,  too. 

Professors  of  Modern  Portfolio 
Theory,  the  Efficient  Market's  sup- 
posedly practical  sidekick,  recom- 
mend broad  diversification,  not  only 
in  stocks  and  bonds,  but  in  real  estate, 
foreign  markets  and  other  invest- 
ments. Since  you  can't  predict  price 
action,  they  reason,  you  will  do  well  to 
participate  in  as  many  stocks  and  as 
many  markets  as  possible.  Theoreti- 
cally a  good  idea,  but  full  of  pitfalls 
in  application. 

Take  real  estate  as  an  example. 
When  the  academics  and  many  con- 
sultants looked  at  it  in  the  early  Eight- 
ies, real  estate  seemed  to  be  an  ideal 
investment.  It  had  a  long  record  of 
going  straight  up  and  showed  almost 
no  volatility.  Persuaded  by  the  theo- 


rists, institutions  poured  tens  of  bil- 
lions of  dollars  into  property.  They 
have  mosdy  been  clubbed  as  a  result. 

What  went  wrong?  Real  estate 
prices  were  shooting  up  without  any 
volatility  because  they  were  near  the 
height  of  a  mania.  In  the  past  year  or 
two  the  mania  has  given  way  to  sobri- 
ety, depression  even. 

Insofar  as  they  encouraged  pension 
funds  and  other  institutions  to  diver- 
sify into  real  estate  at  the  top  of  the 
market,  the  efficient  marketers  didn't 
prove  very  efficient. 

Another  hypothesis,  dearly  loved 
by  professors  of  finance,  was  the  one 
that  said  that  investments  in  small 
companies  do  much  better  than  in- 
vestments in  large  companies  over 
time.  As  I  pointed  out  a  decade  ago  in 
this  column  (Forbes,  Sept.  28,  1981), 
the  original  studies  were  badly  flawed. 
However,  the  academic  theory  drew 
an  enormous  following  and  proved 
very  cosdy  to  those  who  adhered  to  it 
since  the  early  Eighties;  after  1983 
small  stocks  generally  lagged  far 
behind  the  big  ones. 

Small  stocks  are  not  always  losers 
and  there  are  times,  such  as  the  pres- 
ent, when  they  are  likely  to  outper- 
form the  big  boys  for  years  because 
they  are  badly  depressed.  But  that's  a 
lot  different  from  saying  they  will  be 
big  winners  over  time. 

In  recent  years  the  finance  profes- 
sors have  also  given  us  the  glory  of 
portfolio  insurance.  Portfolio  insur- 
ance guaranteed  to  give  investors  all 
the  benefits  of  a  rising  market  com- 
bined with  a  "fail-proof  computer 
formula  to  get  them  out  of  the  market 
when  it  dropped.  A  real  free  lunch. 
Small  problem,  though.  The  profes- 
sors forgot  a  basic  premise  of  their 
own    Efficient    Market    Hypothesis: 


that  a  beat-the-market  system  would 
work  only  as  long  as  a  very  small 
number  of  investors  used  it.  Widely 
used  it  would  self-destruct.  This  was 
exactly  what  happened  when  upwards 
of  $60  billion  invested  by  this  strategy 
tried  to  get  out  at  the  same  time  in 
October  of  1987. 

Back  to  the  drawing  board.  The 
academics  now  have  a  new  design  to 
sell  Wall  Street:  tactical  asset  alloca- 
tion. This,  of  course,  is  just  a  fancy 
name  for  telling  people  they  should 
move  their  capital  around  in  different 
kinds  of  assets  in  varying  amounts  at 
different  times.  At  one  time,  lots  of 
stocks  and  few  bonds;  at  another 
time,  lots  of  real  estate,  maybe  some 
foreign  holdings  and  moderate 
amounts  of  stock.  And  so  on.  Behind 
this  fancv  facade  lurks  that  old  faker, 
market  timing.  Curious,  because  one 
of  the  things  that  the  Efficient  Market 
Hypothesis  is  all  about  is  proving  you 
can't  time  the  market. 

Probably  not  coincidentally,  all  of 
these  gimmicks — small-cap  theory, 
tactical  asset  allocation  and  portfolio 
insurance — were  aggressively  market- 
ed by  firms  that  have  substantial  aca- 
demic ownership,  and  they  reaped 
huge  profits  along  the  way.  So,  with 
due  respect  to  the  learned  Ph.D.s,  I 
will  stick  with  the  time-tested  meth- 
ods dating  back  to  Graham  and  Dodd 
and  earlier  that  rely  on  careful  analysis 
of  individual  stocks  and  common 
sense.  Here  are  a  number  of  stocks  I 
would  recommend,  with  no  help  at  all 
from  gimmicks  but  lots  of  solid  value 
behind  them: 

Cincinnati    Financial    (100),    a 
well-managed  property/casualty  \\\<\ 
life  insurance  company  with  a  good 
record  of  earnings  growth,  P/I    12, 
yield  2.7%;  Compaq  (62),  a  rapidly 
growing  producer  of  portable   mk\ 
desktop   computers,   P/E    12;    Hon 
eywell  (57),    a    major    international 
manufacturer  of  controls,  ivi    11, 
yield  2.6%;  Key  Corp.  (32),  a  strong 
regional  bank,  is  significantly  incrcas 
ing  its  deposit  base  at  minimal  COSt, 
P/E  9,  yield  4.2%;  Nestlc's  (58,  regis 
tered  shares  ADR),  the  giant  food  m^\ 
consumer  products  company,  trades 
at  a  discount  from  its  U.S.  counter 
parts,  P/E  10,  yield  1.4%;  Serpictmm 
ter  (27),  a  provider  of  maintenance 
and  food  services  to  healthcare  lacili 
ties,  p/E  10,  yield  6.7%.  n 
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Convertible  bonds  are  supposed  to  be  a 
low-risk  way  of  playing  the  stock  market.  They 
don't  always  deliver  on  the  low-risk  part  of  the  deal. 

Risky  converts 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


The  selling  proposition  that  goes 
with  convertible  bonds  is  that  they 
enable  you  to  participate  in  the  stock 
market's  gains  while  enjoying  the 
downside  protection  provided  by 
bonds.  The  best  of  both  worlds. 

But  convertibles  only  partially  live 
up  to  these  claims,  as  is  clear  from  the 
performance  of  advisory  letters  I  track 
in  the  Hulbert  Financial  Digest. 
While  convertibles  often  do  a  fairly 
good  job  of  participating  in  stock 
market  rallies,  they  don't  do  as  well 
living  up  to  the  other  half  of  their 
promise,  providing  safety. 

A  convertible  starts  out  in  life  as  a 
bond  (or  preferred  stock)  but  may,  at 
the  investor's  option,  be  converted 
into  a  specified  number  of  shares  of 
the  issuer's  common  stock.  This  con- 
version feature  in  effect  gives  the 
holder  of  the  convertible  bond  a  long- 
term  warrant  on  the  company's  com- 
mon stock.  The  value  of  this  warrant  is 
often  limited,  however,  by  the  right 
the  company  has  reserved  to  buy  the 
bond  back  under  certain  conditions. 

Consider,  for  example,  ibm's  con- 
vertible bond  maturing  in  November 
2004,  now  recommended  by  two  of 
the  advisory  services  tracked  by  my 
Financial  Digest.  The  $1,000  face- 
value  bond  has  a  77/s%  coupon  and  can 
be  converted  into  6.508  shares  of  IBM 


common.  In  effect,  the  bond  contains 
a  long-term  call  option,  or  warrant, 
on  6V2  IBM  shares.  The  warrant  ex- 
pires in  13  years  and  amounts  to  a 
right  to  buy  ibm  at  $  1 5  3 .66  per  share . 

How  much  is  that  conversion  op- 
tion worth?  Perhaps  a  few  hundred 
dollars.  In  addition,  ibm  is  such  a 
good  credit  that  one  of  its  noncon- 
vertible  77/s%  bonds  would  be  worth 
something  pretty  close  to  par.  Then 
the  convertible  should  be  worth  well 
above  par,  shouldn't  it?  Yes,  but.  The 
but  in  this  case  is  that  IBM  has  the  right 
to  call  the  bond  at  par  or  slightly 
above.  Thus  it  is  no  surprise  that  the 
bond  trades  at  only  $1,021. 

How  much  downside  protection 
do  convertibles  provide?  It  depends. 
When  IBM's  common  fell  18%  in 
March,  for  example,  its  convertible 
dropped  by  just  1%.  But  IBM's  bond  is 
more  the  exception  than  the  rule. 

To  see  how  risky  convertible  bonds 
can  be,  forget  about  this  IBM  issue  and 
look  instead  at  the  Home  Depot  63A% 
<5f  2014,  convertible  into  $2,480 
worth  of  stock  and  trading  at  $2,400. 
This  convertible  moves  up  and  down 
almost  in  lockstep  with  the  stock. 

So,  where  does  the  average  con- 
vertible lie?  Pretty  close  to  the  Home 
Depot  end  of  the  spectrum.  Look  at 
what  happened  in  the  crash  of  1987, 
when  my  service  was  following  two 
letters  that  recommend  convertibles. 
Value  Line  Convertibles  lost  23%  for 
the  month  of  October;  the  convert- 
ibles portfolio  of  Merrill  Lynch's 
Stockfinder  Research  Service  lost 
21% — neither  loss  was  far  from  the 
23%  decline  in  the  stock  market. 

In  general,  over  the  years  I  have 
found  that  the  convertibles  portfolios 
I  follow  have  been  80%  as  volatile  as 
the  Wilshire  5000  and  more  than 
three  times  as  volatile  as  the  typical 
high-quality  bond. 

This  isn't  to  say  that  convertibles 
are  necessarily  a  bad  investment.  They 


can  work  out  quite  well.  In  fact,  the 
best  convertibles  letter  I  follow — the 
Value  Line  Convertibles — has  beaten 
both  the  stock  and  bond  markets  over 
the  last  five  years.  But  its  risk  has  been 
equal  to  a  diversified  stock  portfolio. 
If  you  want  to  play  convertibles,  go 
ahead.  They  do  have  their  attractions. 
But  don't  count  on  them  to  reduce 
dramatically  your  portfolio  volatility. 

I  don't  often  say  much  about  the 
methodology  of  the  Hulbert  Finan- 
cial Digest.  Money  manager  Thomas 
Herzfeld  has  taken  strong  exception 
to  my  Mar.  18  column  on  his  Inves- 
tor's Guide  to  Closed-End  Funds.  To 
defend  my  argument,  I  will  have  to 
say  a  word  about  methodology. 

The  Hulbert  Financial  Digest  has 
been  rating  the  Herzfeld  letter  since 
shortly  after  Herzfeld  called  to  ask 
that  I  cover  his  service.  Now  he  is 
annoyed  because  my  numbers  on  the 
two  model  portfolios  in  his  letter  are 
so  much  lower  than  the  real -life  per- 
formance he  reports  for  the  managed 
accounts  on  which  the  model  portfo- 
lios are  based.  He  says  his  balanced 
portfolio  was  up  10.7%  over  the  last 
two  years  and  his  portfolio  of  closed- 
end  bond  funds  was  up  12.4%  in 
1990.  I  calculate  1.7%  and  0.9%,  re- 
spectively. These  numbers  are  not 
necessarily  in  conflict. 

He  is  entitled  to  his  own  figures, 
but  my  service  has  never  relied  on 
what  an  adviser  reports  his  own  per- 
formance to  be.  In  this  case  (not 
uncommon),  the  model  portfolio  in 
the  letter  is  a  report  on  the  trades  a 
money  manager  claims  to  have  under- 
taken over  the  previous  month  for 
clients  who  place  money  with  him. 
Those  trades  may  well  have  earned 
excellent  returns  for  these  clients,  but 
what  kind  of  real -world  results  does  a 
mere  newsletter  subscriber  get?  This 
is  what  I  am  trying  to  measure. 

I  calculate  performances  indepen- 
dently, using  prices  that  prevail  on  the 
day  that  a  typical  outside  subscriber  is 
able  to  act  on  the  advice.  I  assume 
one-way  brokerage  commissions  of 
1%;  money  management  clients  may, 
of  course,  get  better  (or  worse)  terms. 
Herzfeld  is  not  the  only  letter  editor 
who  also  manages  money,  and  whose 
internally  computed  performance  dif- 
fers sharply  from  a  Hulbert  Finanical 
Digest  rating.  ■£ 
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Consumers  say  they  are  in  a  spending  mood.  Warning: 
Watch  what  they  do,  not  what  they  say. 

A  bum  steer? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


Many  forecasters  think  the  Gulf 
crisis  was  the  main  thing  holding 
down  consumer  confidence.  With  the 
war  over,  surveys  show  that  consumer 
confidence  has  rebounded,  and  so 
those  forecasters  believe  economic 
recovery  can't  be  far  behind. 

Don't  bet  on  it;  I'm  not. 

The  University  of  Michigan  Con- 
sumer Sentiment  index,  the  most 
widely  followed  by  forecasters, 
jumped  from  70  in  February  to  88  in 
early  March,  almost  back  to  its  level  of 
last  spring.  The  Conference  Board 
Consumer  Confidence  Index  also 
bounced  back,  from  59  in  February  to 
81  in  March.  But  both  those  indexes 
have  mixed  records  for  calling  the 
turns  in  actual  consumer  spending, 
and  only  tell  us  that  consumer  confi- 
dence fell  when  the  Gulf  crisis  started 
and  rose  when  it  ended.  For  example, 
the  Michigan  study  failed  to  pick  up 
the  slide  in  real  consumer  spending 
growth  that  started  in  early  1988.  As 
for  the  Conference  Board,  it  didn't 
reflect  the  weakness  in  spending  until 
more  than  a  year  after  it  started. 

A  third  yardstick  of  consumer  atti- 
tudes, the  Sindlinger  Household  Li- 
quidity index,  has  been  much  closer 
to  consumer  spending  growth  in  the 
last  three  years.  And  Sindlinger  is 
decidely  less  bullish  at  present.   It 


picked  up  only  modesdy  from  its  bot- 
tom of  28.4  in  mid- January,  before 
the  air- war,  to  32.5  in  mid-March. 
This  is  still  a  very  depressed  level,  since 
50  for  this  index  divides  consumer 
optimism  and  pessimism. 

Note  this,  too:  More  than  100%  of 
the  confidence  rebound  appears  to  be 
among  owners  of  stocks  or  mutual 
funds,  who  are  certainly  feeling  good 
about  their  investments  so  far  this 
year.  Only  Sindlinger  separates  stock- 
holders and  nonstockholders;  it  re- 
ports that  while  stockholders'  confi- 
dence rose  85%  from  mid-January  to 
mid-March,  nonstockholder  senti- 
ment fell  another  15%. 

Keep  the  above  discrepancy  in 
mind  when  you  consider  the  1.1% 
jump  in  the  government's  index  of 
leading  indicators  for  February.  It  was 
the  biggest  in  2  V2  years  and  followed  a 
string  of  six  monthly  declines.  Most  of 
that  rise  was  accounted  for  by  higher 
stock  prices  and  the  climb  in  consum- 
er confidence,  but  these  two  stem 
from  only  one  factor — climbing  stock 
prices.  If  stocks  decline,  what  happens 
to  confidence? 

Of  course,  if  stocks  hold  up,  the 
economy  may  be  jump-started — if 
those  more  confident  stockholders 
start  to  spend.  They  account  for  one- 
third  of  households  and  one-half  of 
total  incomes.  But  will  they  spend? 
The  historical  correlation  between 
consumer  sentiment  and  spending  is 
very  weak.  We  have  examined  the 
statistical  relationship  between  the 
two  using  all  three  indexes  and  vari- 
ous measures  of  consumer  spending, 
employing  monthly,  quarterly  and 
annual  data.  We  even  looked  at  reces- 
sions alone.  At  best,  confidence  only 
accounts  for  about  half  of  the  fluctua- 
tions in  spending — the  equivalent  of 
tossing  a  coin. 

With  three-year  moving  averages, 
the  confidence  indexes  account  for 
about  two-thirds  of  the  volatility  in 
spending.  But  a  three  year  relation- 


ship isn't  terribly  useful  for  figuring 
out  whether  the  recent  uptick  in  con- 
fidence will  generate  a  quick  revival  in 
spending.  Surprisingly,  the  correla- 
tion between  confidence  at  a  given 
time  and  spending  several  months  or 
quarters  later  was  no  better,  and  was 
often  worse,  than  for  the  various  con- 
fidence indexes  and  spending  in  the 
same  period.  Confidence  indexes 
don't  have  much  value  for  forecasting 
if  they  don't  foreshadow  consumer 
spending  consistendy  and  reliably. 

My  conclusion  is  that  to  get  an  idea 
of  what  consumers  will  do,  we  have  to 
wait  for  them  to  show  us.  Watch  auto 
sales,  which  are  reported  every  ten 
days  and  reveal  a  lot  about  effective 
consumer  sentiment,  since  cars  are 
big,  discretionary  purchases.  Monthly 
retail  sales  are  subject  to  huge  revi- 
sions, but  can  be  helpful.  Other  clues 
come  from  things  like  the  saving  rate, 
which  declined  to  a  low  4.4%  in  Feb- 
ruary. With  weak  income  growth, 
households  are  digging  into  saving  to 
maintain  even  modest  expenditures. 
Unless  income  accelerates,  further 
spending  cuts  will  be  necessary. 

Layoffs  are  continuing  to  depress 
compensation,  especially  in  the  ser- 
vices industries  where  there  is  lots  of 
fat  because  of  the  lack  of  cost-cutting 
in  the  past  two  decades.  House  prices 
continue  weak,  so  homeowners  can 
no  longer  rely  on  appreciation  of  their 
abodes — which  they  tap  by  home  eq- 
uity loans — for  financing  everything 
from  the  kids'  education  to  early  re- 
tirement. Consequently,  they  need  to 
save  more  and  spend  less  of  their 
current  income.  Declining  house 
prices  also  dampen  the  enthusiasm  to 
build  more,  besides  the  fact  that  badly 
burned  lenders  are  wary  of  any  real 
estate  loans,  finally,  the  mountains  of 
debt  accumulated  by  consumers  in 
the  1980s  cry  for  repayment  and  will 
continue  to  depress  new  borrowing 
and  spending.  Add  all  these  factors, 
and  it  becomes  difficult  to  see 
any  meaningful  revival  in  consumer 
spending. 

To  its  embarrassment,  the  Gallup 
poll  discovered  in  the  1948  election 
that  what  voters  say  they  will  do  ,\\\d 
how  they  actually  vote  may  diffei 
widely.  Pollsters  of  consumer  COflfi 
dencc  have  the  same  problem,  so 
beware  of  consumer  sentiment  in 
dex-induced  optimism.  tm 
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Representative  Gephardt  and  special  interests  in  the 
U.S.  attack  free  trade  with  Mexico  with  propaganda  that 
is  mean-spirited,  patronizing  and  downright  insulting. 

Some  would 
call  it  racism 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


President  Bush's  effort  to  negotiate 
lower  trade  barriers  between  the  U.S. 
and  Mexico  surely  ranks  as  one  of  the 
most  visionary  international  econom- 
ic initiatives  since  Bretton  Woods. 
Welcoming  our  southern  neighbor 
into  a  more  open  trading  arrange- 
ment must  enliven  investment  and 
job  opportunities  on  both  sides  of  the 
border,  lowering  the  cost  of  living  and 
cost  of  production. 

Unfortunately,  reactionary  special 
interests  in  the  U.S.  have  greeted  this 
issue  with  a  propaganda  campaign 
against  Mexico  that  is  mean-spirited, 
insulting,  patronizing  and  in  total  dis- 
regard for  facts  and  logic. 

This  dirty  campaign  was  launched 
early  this  year  by  oddly  assorted  spe- 
cial interests  (at  the  Longworth 
House  Office  Building,  of  all  places). 
It  was  an  exercise  in  Mexico-bashing. 
Mexico  was  said  to  be  soft  on  drugs, 
but  inhumane  with  drug  dealers. 
Union  leaders  in  the  U.S.,  long  im- 
pervious to  the  terrible  problems  of 
unemployment  and  underemploy- 
ment and  poverty  in  Mexico,  sudden- 
ly developed  great  compassion  about 
living  standards  of  young  women 
working  in  maquiladoras  (U.S.  bor- 


der plants).  Oh,  how  their  hearts  bled 
for  Mexico.  They  feared  that  free 
trade  would  open  Mexico  to  "exploi- 
tation" by  U.S.  capital.  And,  of 
course,  the  anti-  free  -traders  wrapped 
themselves  in  environmentalist  ban- 
ners; Mexico  is  polluted. 

Much  of  the  argument  against  free 
trade  with  Mexico  was  based  on  the 
proposition  that  poverty  is  some  kind 
of  unfair  competitive  advantage.  If 
that  were  true,  Bangladesh  would  be 
an  even  more  formidable  competitor. 

Equally  dishonest  was  the  assault 
on  maquiladoras.  U.S.  firms  already 
can  and  do  produce  in  maquiladoras, 
virtually  duty  free,  for  export  to  the 
U.S.  What  U.S.  companies  stand  to 
gain  from  a  mutual  reduction  of  trade 
barriers  is  access  to  the  huge  Mexican 
market.  In  the  past,  the  only  way  to 
produce  for  the  protected  Mexican 
market  was  to  locate  plants  inside 
Mexico,  as  Detroit's  Big  Three  did. 
Free  trade  means  U.S.  firms  can  ex- 
port instead,  since  our  products  are 
often  better  and  cheaper  than  most 
produced  in  Mexico. 

But  Mexican  companies  and  Mexi- 
can workers  would  benefit,  too.  With 
Mexican  enterprises  freed  from  exces- 
sive trade  restrictions,  just  as  the  ma- 
quiladoras are,  new  business  invest- 
ment in  Mexico  would  no  longer  be 
so  concentrated  along  the  U.S.  bor- 
der. And  it  would  be  mainly  Mexican, 
not  U.S.,  investment. 

To  assume,  as  Democratic  Con- 
gressman Richard  Gephardt  of  Mis- 
souri does,  that  opening  our  borders 
to  Mexican  goods  would  cost  U.S. 
jobs  is  to  assume  that  U.S. -made 
goods  are  of  little  interest  to  Mexi- 
cans. Gephardt  and  his  kind  com- 
pletely ignore  the  potential  for  in- 
creased exports  to  a  more  prosperous 


Mexico.  U.S.  exports  have  risen  by  an 
incredible  65%  since  1980,  in  real 
terms,  and  Mexico  is  already  a  very 
significant  part  of  that  added  busi- 
ness. Exports  to  Mexico  doubled  in 
only  four  years — to  over  $28  billion. 

Mexico  has  a  rapidly  growing  pop- 
ulation that  increasingly  must  rely  on 
the  U.S.  and  Canadian  farm  and  dairy 
industries  for  food.  Mexico's  auto 
industry  (dominated  by  Ford,  GM  and 
Volkswagen)  cannot  possibly  pro- 
duce nearly  enough  cars  and  trucks  to 
meet  the  exploding  needs  of  a  young 
population  that  will  reach  100  million 
in  a  decade.  A  free -trade  agreement 
would  open  such  markets  for  U.S. 
exports,  while  letting  Mexicans  earn 
the  dollars  to  pay  for  them. 

In  exchange  for  relatively  minor 
concessions  (because  our  trade  barri- 
ers are  already  low),  the  U.S.  can  tear 
down  Mexico's  steep  barriers  to  ex- 
ports of  U.S.  cars,  trucks,  computers, 
appliances,  pharmaceuticals,  paper, 
apples,  grain,  farm  machinery,  truck- 
ing and  financial  services,  and  much 
more.  Workers  in  these  industries  ob- 
viously have  a  lot  to  gain  from  freer 
trade  with  Mexico.  They  ought  not  to 
let  themselves  be  lobbied  out  of  a 
higher  income  by  the  aflcio's  knee- 
jerk  obstructionism  to  free  trade. 

As  for  pollution,  nothing  would  do 
more  to  improve  Mexico's  environ- 
ment than  to  replace  its  antiquated 
stock  of  smoky  cars,  factories  and 
energy-gobbling  appliances.  Doing 
this  would  create  a  vast  market  for 
U.S.  capital  goods.  The  capacity  to 
pay  for  environmental  technology 
cannot  simply  be  mandated  by  the 
sort  of  rich  country  standards  that 
congressional  imperialists  want  to 
impose  on  Mexico.  Once  Mexico  can 
feed  its  people  properly  it  will  be  in 
a  lot  better  position  to  pay  for  envi- 
ronmental improvements. 

With  freer  trade  Mexico  could  easi- 
ly get  back  to  the  7%  rate  of  economic 
growth  it  enjoyed  in  the  1960s.  At 
that  rate,  the  Mexican  economy 
would  double  in  size  by  the  turn  of 
the  century,  and  then  double  again  in 
another  decade.  There  are  few  econo- 
mies in  the  world  that  hold  out  the 
potential  that  Mexico  does  under  free 
trade,  both  as  a  source  of  low- cost 
components  to  keep  U.S.  goods  com- 
petitive and  as  an  excellent  customer 
for  U.S.  exports.  H 
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Danger  signals 

Market  strategists  expect  earnings 
of  the  s&P  500  to  be  $22.76  per  share 
over  the  next  12  months,  compared 
with  $21.37  over  the  previous  12 
months.  These  estimates  are  based  on 
what  Mark  Stumpp,  research  director 
at  Prudential  Diversified  Investment 
Strategies,  calls  a  top-down  method 
of  analysis,  a  macro  approach  whereby 
one  looks  at  broad  trends  in  the  econ- 
omy and  in  particular  industries. 

But  Stumpp  says  there's  a  more 
micro  approach  to  estimating  S&P 
earnings.  Take  analysts'  individual  es- 
timates for  each  of  the  500  companies 
and  translate  these  into  a  single  num- 
ber. He  calls  this  approach  "bottom- 
up,"  versus  the  top-down  approach 
generally  used. 

Stumpp  notes  the  bottom-up 
method  gives  a  figure  of  $26.55  per 
share  for  the  S&P — nearly  $4  higher 
than  the  top-down  method  shows. 

This  big  discrepancy  worries  him.  If 
the  top-down  strategists  are  right, 
says  Stumpp,  there'll  be  lots  of  earn- 
ings disappointments  to  come — and 
look  what  happened  to  IBM  last 
month  when  it  announced  a  disap- 
pointing first  quarter. 

Another  yardstick  Stumpp  uses  is 
the  ratio  of  ten-year  Treasury  bond 
yields.  The  bond  currently  yields  a 
touch  over  8%,  while  the  S&P  500 
earnings  yield  is  currently  7%  (here, 
he's  using  the  bottom-up  earnings 
forecast).  When  the  bonds  yield  much 
more  than  the  stocks,  Stumpp  thinks 
stocks  are  expensive.  Over  the  past 
decade,  he  says,  ratio  values  of  1 .05  to 
1.1  preceded  market  declines.  The 
danger  light  is  now  flashing:  The  ratio 
was  recently  1.17. 

Time  to  take  some  first-quarter 
gains,  Stumpp  says. 

An  expensive  steel . . . 

The  restructuring  of  usx,  together 
with  the  shifting  fortunes  of  its  largest 
shareholder,  financier  Carl  Icahn, 
continues  to  be  the  talk  of  the  U.S. 
steel  industry.  But  there's  plenty 
more  going  on  in  steel  stocks.  Take 
$517  million  (sales)  Geneva  Steel, 
headquartered  in  Vineyard,  Utah,  45 
miles  south  of  Salt  Lake  City.  It  is  the 
only  integrated  steelmaker  west  of  the 
Mississippi.  After  buying  a  mill  and 
related  facilities  from  usx,  Geneva 


began  operations  in  1987.  The  com- 
pany went  public  in  March  1990  at 
$10  a  share.  The  NYSE -listed  stock  hit 
143A  last  summer,  by  October  had 
fallen  to  8  on  concerns  about  the 
recession  and  higher  fuel  costs,  and 
has  since  recovered  to  a  recent  135/s. 

Geneva  is  in  the  middle  of  a  three-c 
year,  $239  million  modernization 
program,  to  be  completed  in  the  sum- 
mer of  1992.  Money  well  spent,  says 
analyst  Henry  Steinhagen  of  Los  An- 
geles' Seidler  Amdec  Securities. 
Trouble  is,  he  estimates  it  will  have  to 
borrow  at  least  $100  million  this  year 
to  continue  this  program,  and  that 
will  raise  total  debt  to  some  56%  of 
capital.  Meantime,  Steinhagen  says 
the  capital  program  will  help  to  de- 
press near- term  earnings  because  of 


Geneva  Steel's  Utah  mill 

Modernization  will  pay  off,  but  not  yet. 

shutdowns,  startup  costs  of  new 
equipment  and  the  like.  This,  when 
Geneva's  markets  are  expected  to  stay 
weak  through  fiscal  1991,  ending 
Aug.  31.  He  estimates  Geneva  will 
earn  $1 .55  a  share  in  the  current  fiscal 
year  and  $1 .70  a  share  in  fiscal  1992. 
Steinhagen  thinks  Geneva  could 
earn  $2.55  a  share  in  1993 — a  long 
time  off.  His  advice  is  not  to  buy  the 
stock  until  next  year,  when  the  mod- 
ernization will  have  been  completed. 
(There  are  15  million  shares;  insiders, 
led  by  Chairman  Joseph  Cannon, 
control  69%  of  the  votes.) 

. . .  And  a  possible  steal 

Unlike  GENEVA,  says  Seidler  Amdec's 
Steinhagen,  $4.9  billion  (sales)  Beth- 
lehem Steel  Corp. — recent  price  of 
123A  on  the  Big  Board — has  gotten 
the    timing    of    its    modernization 


program  dead  on  target.  Bethlehem 
is  completing  work  on  its  Sparrow 
Point  plant,  in  Maryland.  He  thinks  it 
could  become  the  lowest-cost  inte- 
grated mill  in  the  U.S. 

This  project  has  hurt  earnings  over 
the  last  two  years  and  Steinhagen 
thinks  it  will  continue  to  do  so  in 

1991.  In  1990  Bethlehem  earned  82 
cents  a  share  from  continuing  opera- 
tions; that's  excluding  the  $550  mil- 
lion, or  $7.27  a  share,  restructuring 
charge  it  took  related  to  a  new  joint 
venture  with  British  Steel. 

This  year,  thanks  to  the  recession, 
poor  pricing  and  startup  disruptions 
at  Sparrow  Point,  Steinhagen  esti- 
mates the  company  will  lose  75  cents  a 
share.  But  he  expects  Bethlehem's 
earnings  to  recover  to  $2.90  in  1992. 
Steinhagen  expects  the  stock  to 
roughly  double  over  the  next  12 
months.  There  are  75.8  million  com- 
mon shares  outstanding. 

Clearing  the  air 

The  last  nine  months  or  so  were 
perfectly  dreadful  for  Newton  Square, 
Pa. -based  Arco  Chemical  Co.  The 
$2.8  billion  (sales)  chemicals  produ- 
cer's Channelview,  Tex.  plant  was 
shut  for  roughly  six  months  following 
a  luly  explosion.  In  November  its 
Bayport,  Tex.  complex  suffered  con- 
taminated feedstocks.  Worse,  prices 
for  methyl  tertiary  butyl  ether  (mtbe), 
used  mainly  as  a  blending  component 
and  octane  enhancer  in  gasoline  refin- 
ing, were  weak  last  fall,  when  demand 
for  premium  unleaded  gas  fell  sharply. 
But  now  things  are  looking  up. 
Summer,  prime  driving  season,  is 
nearing,  and  the  spread  between  reg- 
ular and  premium  gas  prices  has  again 
begun  to  widen.  Analyst  Paul  Leming 
of  Morgan  Stanley  looks  for  MTBE 
margins  to  improve  during  the  rest  of 
the  year.  Blaming  a  weak  economy 
and  industry  overcapacity  in  styrcne, 
one  of  the  company's  mainstays, 
Leming  expects  1991  earnings  to  be 
down  32%,  to  $2.90  a  share.  But  he's 
looking  for  a  recover)'  to  $3.75  in 

1992,  the  big  kicker  being  the  imptd 
of  the  Clean  Air  Act. 

Beginning  in  November  1992,  44 
cities    not    presently   in    compliance 
with    carbon    monoxide    standards 
must  require  gasoline  to  have  an  <>\\ 
genate  level  of  at  least  2.7%  during 
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winter  months.  According  to  Lem- 
ing,  this  could  more  than  double  the 
current  demand  for  mtbe  over  the 
next  18  months.  He  expects  refiners 
to  stockpile  mtbe  during  nonwinter 
months  to  meet  their  needs. 

Although  Arco  Chemical's  stock — 
recent  nyse  price  of  405/s — has  re- 
bounded around  35%  from  its  au- 
tumn lows,  Leming  thinks  it  could 
reach  the  high  40s  near  term  as  the 
leverage  in  mtbe  becomes  clearer. 
There  are  96  million  shares  outstand- 
ing, but  the  float  is  rather  small:  At- 
lantic Richfield  owns  about  83%. 

Motormen 

Electric  motors  is  a  crowded  busi- 
ness, but  few  companies  make  them  as 
well  as  Baldor  Electric  Co.  of  Fort 
Smith,  Ark.  Since  1986  Baldor's  earn- 
ings have  doubled,  to  about  $14  mil- 
lion, or  $1 .45  a  share.  This,  on  a  sales 
increase  of  60%,  to  $294  million.  Alas, 
the  stock  hasn't  kept  pace.  In  the  low 
to  mid  teens  five  years  ago  (adjusted 
for  a  split  in  1989),  it  hasn't  managed 
to  climb  above  the  mid-20s.  Recent 
NYSE  price:  20 xh. 

Baldor's  prospects  are  bullish,  says 
Roland  Boreham  Jr.,  its  chief  execu- 
tive. Even  though  U.S.  manufactur- 
ing is  enjoying  a  renaissance,  he  notes, 
American  equipment  is  still  older  than 
it  has  been  in  nearly  three  decades.  As 
businesses  modernize,  Boreham 
thinks  sales  of  Baldor's  motors — es- 
pecially its  new  line  of  energy-effi- 
cient, variable -speed  drives — will  rise. 

One  potential  cloud:  The  dollar  is 
strengthening.  But  as  long  as  it 
doesn't  return  to  the  excessively  high 
levels  reached  in  1983-85— when  $1 
bought  almost  3  deutsche  marks  or 
more  than  200  yen — Boreham 
doesn't  think  this  will  be  a  problem 
for  Baldor  or  its  customers. 

Boreham  admits  1991  earnings  will 
be  choppy,  thanks  to  the  recession. 
For  instance,  he  thinks  Value  Line's 
estimate  of  $1.60  a  share  is  a  bit  high. 
But  he  expects  Baldor  to  resume  dou- 
ble-digit growth  in  1992.  Meanwhile, 
cash  flow.is  strong,  at  over  $2.50  a 
share.  Long-term  debt  is  just  $25 
million;  there's  plenty  of  cash;  and  the 
ratio  of  current  assets  to  liabilities  is 
about  3  to  1 . 

There  are  9.8  million  shares;  insid- 
ers own  about  20%.  Wk 
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\\  PARADISE 

An  island  paradise  that  offers 
xjl  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
1  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2,400 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 

Fiji  Manager 

Attn:  Errol  Ryland 

Fort  Garland,  CO  81 133 

or  call  (719)  379-3263  2LC3 


"EXCESS 

INVENTORY 

EDUCATES 


KIDS 


ii 


Peter  Roskam, 
Executive  Director,  EAL 

Let  EAL  turn  your  obsolete  inventory 
into  scholarships  for  needy  kids. 

Every  year  deserving  kids  miss  the  opportu- 
nity to  attend  college  because  they  lack  the 
necessary  funds.  EAL  helps  these  kids  by 
bartering  donated  excess  corporate  inven- 
tory and  services  for  tuition  credits  with  coop- 
erating colleges  and  universities.  The  result  is 
a  three-way  win:  the  kids  receive  a  college 
education,  the  schools  enroll  more  students, 
and  corporations  invest  in  a  qualified  future 
workforce,  generate  great  PR  and  possibly 
gain  tax  advantages. 

If  you  have  excess  inventory  or  services  to 
donate  we'll  put  it  to  work  for  deserving  stu- 
dents, colleges  and  your  company.  Call  EAL 
at  (708)690-0010. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


fWfhe  land  we're  offering  is  far 

from  the  crowds  and  rat  race  of 
™  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WG7 
Ft.  Garland,  CO  81133. 


Obtain  the  Properly  Report  required  by  f-ederai  law  and  rea< 
judged  the  merits  or  value,  if  any,  of  this  property  Equ-v 
statement  has  been  filed  witl  .tary  of  State  of  tl 

of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  S< 
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"The  more  things  change . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Apr.  30, 1921) 
"The  bankers  have  been  applying  the 
screws  so  rigidly  to  borrowers  that 
chief  attention  has  been  centered 
upon  reducing  inventories.  This 
course  was  imperatively  necessary  last 
year,  but  it  can  be  carried  too  far,  and 
probably  is  being  carried  too  far  in 
many  cases  today." 


Inventor  John  Hays  Hammond  Jr.  with 
'  new  500,000  candlepower  flashlight. 


"The  U.S.  Steel  Corp.  has  an- 
nounced a  wage  cut  of  20%  for  day 
workers,  effective  May  16.  Other 
rates,  including  salaries,  will  be  equi- 
tably adjusted.  About  250,000  work- 
ers will  be  affected.  This  is  the  first 
reduction  made  by  the  corporation 
since  January  1 ,  1904,  and  the  second 
since  its  organization." 


years  ago 


60 

(From  the  issue  of  May  1, 1931) 
"Four  years  ago  the  gold  and  marble 
moving  picture  temples  were  silent. 
Today  they-are  full  of  voices.  A  great 
new  medium  has  been  given  to  the 


theater — to  the  creative  artists  of  the 
present  and,  even  more,  of  the  future. 
There  is  a  new  voice  in  education, 
too.  .  .  .  Working  hand  in  hand  with 
business  and  business-subsidized  sci- 
ence, educators  are  applying  this  new 
tool  to  changes  in  the  structure  and 
method  of  American  education  which 
are  nothing  short  of  revolutionary." 

"With  advance  indications  pointing 
to  a  small  trans-Atlantic  passenger 
season,  most  of  the  larger  lines  are 
planning  to  substitute  shorter  trips 
and  cruises.  Some  of  them  at  least 
represent  1931  versions  of  the  old 
Mississippi  showboats  which  were  so 
popular  during  the  last  century.  .  .  . 
The  new  feature  of  the  series  of  cruises 
will  be  nightly  and  almost  constant 
entertainment  on  board  ship,  includ- 
ing performances  ranging  from 
vaudeville  to  complete  dramatic  plays 
and  miniature  operas." 

50  years  ago 

(  From  the  issue  of  May  1 , 1 94 1 ) 
"Two  things — materials  and  ma- 
chine tools — are  chiefly  responsible 
for  the  20%  reduction  in  automobile 
output  agreed  upon  by  the  indus- 
try. .  .  .  The  1941 -model  produc- 
tion— due  for  completion  in  early 
summer — will  go  ahead  as  scheduled. 
The  production  of  1942  models  by 
each  manufacturer  will  be  limited  to 
$0%  of  his  1940-model  output." 

"Commercial  television  (sponsored 
programs)  may  not  be  far  off.  In  any 
event,  radio  men  are  busy  drawing  up 
television  broadcasting  standards, 
confident  that  F.C.C.  will  soon  lift  its 
'sanction.'  " 


years  ago 


Sales  movie  for  U.S.  Rubber  Co.'s 
sporting  goods. 


25 

(From  the  issue  of  May  1, 1966) 
"No  matter  what  business  they're 
already  in — whether  oil,  aluminum, 
railroads  or  steel — more  and  more  of 
the  nation's  leading  corporations  are 
also  plunging  into  real  estate.  Only 
the  other  day,  Westinghouse  Electric 
made  a  deal  to  acquire  nearly  all  the 
assets  of  Coral  Ridge  Properties,  Inc., 
a  Florida  land-development  compa- 
ny, for  common  stock  worth  some- 
where between  $30  million  and  $37 
million.  The  Pennsylvania  Railroad 
owns  51%  of  another  Florida  land- 
development  company,  Arvida  Corp.; 


Alcoa's  Century  City  project 
in  Los  Angeles. 


[and]  74%  of  the  Great  Southwest 
Corp.  of  Texas,  which  operates  also  in 
Georgia.  ..." 

"For  most  of  the  past  15  years, 
Forbes  has  compiled  a  list  of 'Loaded 
Laggards,'  New  York  Stock  Ex- 
change-listed nonfinancial  companies 
whose  stocks  are  selling  at  a  substan- 
tial discount  from  their  book  values. 
This  year's  list  shows  some  startling 
changes.  .  .  .  For  one  thing,  a  good 
number  of  blue-chip  stocks  have 
made  an  appearance  on  the  list  this 
year.  Among  them:  United  States 
Steel,  First  National  Stores,  Wool- 
worth,  Swift  &  Co.,  Marquette  Ce- 
ment. None  of  these  was  a  Loaded 
Laggard  last  year." 

10  years  ago 

(From  the  issue  of  Apr.  27, 1981) 
"After  years  of  allowing  the  tax  sys- 
tem to  encourage  borrowing — 
through  deductibility  of  interest — 
sentiment  is  growing  in  Congress  to 
increase  the  tax  benefits  for  saving. 
There  is  a  consensus  building  that 
more  people  should  be  eligible  for  tax 
deferred  .  .  .  Individual  Retirement 
Accounts.  ..." 

"What  major  industry  group  per- 
formed best  on  Wall  Street  in  the  past 
year?  It  wasn't  energy  stocks,  which 
collapsed  in  November  after  a  spec- 
tacular rise.  Nor  was  it  technology 
companies.  .  .  .  Utilities?  Consumer 
goods?  No,  none  of  these.  What's  left? 
Why,  the  stodgy  old  railroads . ' '      H 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


I  have  known  not  a  few  men 
who,  after  reaching  the 
summits  of  business  success, 
found  themselves  miserable 
on  attaining  retirement 
age.  They  were  so  exclusively 
engrossed,  in  their  day -to- 
day affairs  that  they  had 
no  time  for  friend-making. 
.  .  .  They  may  flatter 
themselves  that  their  unre- 
laxing  concentration  on 
business  constitutes 
patriotism  of  the  highest 
order.  They  may  tell  them- 
selves that  the  existing 
emergency  will  pass,  and 
that  they  can  then  adopt 
different,  more  sociable, 
more  friendly  habits.  [But] 
such  a  day  is  little  likely 
to  come  for  such  individuals. 


-B.C.  Forbes 


Blessed  are  they  who 

have  nothing  to  say, 

and  who  cannot  be  persuaded 

to  say  it. 

-James  Russell  Lowell 

He  who  would  do  some  great 
things  in  this  short  life 
must  apply  himself  to  work 
with  such  a  concentration  of 
force  as,  to  idle  spectators 
who  live  only  to  amuse 
themselves,  looks  like  insanity. 
-Francis  Parkman 

They  copied  all  they 

could  copy, 
But  they  couldn't  copy 

my  mind; 
And  I  left  them  sweatin' 

and  stealin', 
A  year  and  a  half  behind. 
-Rudyard  Kipling 

If  I  could  get  my  membership 
fee  back,  I'd  resign  from 
the  human  race. 
-Fred  Allen 


A  Text... 

The  people  that  walked 
in  darkness  have 
seen  a  great  light; 
they  that  dwell  in  the 
shadow  of  death, 
upon  them  hath  the 
light  shined. 
-Isaiah  9:2 


Sent  in  by  Vernon  R.  Arms, 
Webster  Grove,  Mo.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


When  everybody  has  got 

money  they  cut  taxes,  and 
when  they're  broke  they 
raise  taxes.  That's 
statesmanship  of  the 
highest  order. 
-Will  Rogers 

All  modern  American  literature 
comes  from  one  book  by  Mark 
Twain  called  Huckleberry  Finn. 
-Ernest  Hemingway 

You  can  pick  out  actors 

by  the  glazed  look  that 

comes  into  their  eyes 

when  the  conversation  wanders 

away  from  themselves. 

-Ml(  HAM.  Wll.DINt. 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


If  50  million  people  say  a 
foolish  thing,  it  is  still 
a  foolish  thing. 
-Anatole  France 

The  great  Big  Black  Things 
that  have  loomed  against  the 
horizon  of  my  life,  threatening 
to  devour  me,  simply  loomed 
and  nothing  more.  The  things 
that  have  really  made  me  miss 
my  train  have  always  been 
sweet,  soft,  pretty,  pleasant 
things  of  which  I  was  not  in 
the  least  afraid. 
-Elbert  Hubbard 

Amusement  is  the  happiness 
of  those  who  cannot  think. 
-Alexander  Pope 

I  do  not  want  actors  and 
actresses  to  understand 
my  plays.  That  is  not 
necessary.  If  they  will 
only  pronounce  the  correct 
sounds  I  can  guarantee 
the  results. 
-George  Bernard  Shaw 

An  editor  should  tell  the  author 
his  writing  is  better  than  it  is. 
Not  a  lot  better,  a  little  better. 
-T.S.  Eliot 

Words  are  loaded  pistols. 
-Jean-Paul  Sartre 

The  dinosaur's  eloquent 
lesson  is  that  if  some 
bigness  is  good,  an  over- 
abundance of  bigness  is  not 
necessarily  better. 
-ErH   Johns  ion 

The  taxpayer:  Someone  who 
works  for  the  government 
but  doesn't  have  to  take  a 
civil  service  examination. 
-Ronai  D  Ri  u;an 

An  alcoholic  is  someone  vou 
don't  like  who  tit  inks  .is 
much  as  yon  do. 

Dyi  w  Thomas 
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Twist  and  Shoot 


\ 


he  engineers  at  Hitachi 


have  just  come  up  with  a 


remarkable  new  twist  in  video 


technology.  It's  called  the  Twist 
and  Shoot  and  it's  the  only 
camcorder  that  twists  open  for 
instant  shooting. 

Closed,  its  super-thin,  25/s" 
profile  makes  it  the  world's  thin- 


nest video  camcorder.  It'll  fit  eas- 


ily into  a  purse  or  a  coat  pocket. 

Open,  it's  fully  automatic. 
Revolutionary  twin  beam  auto 
focus  produces  a  precise,  clear, 
stable  picture.  At  the  same  time, 
shutter  speed,  lens  opening  and 
white  balance  are  adjusted  auto- 
matically for  the  best  possible 


exposure. 


In  addition  to  all  its  conve- 


nience, the  Twist  and  Shoot  pro- 
duces sharp,  true-to-life  pictures 
every  time. 

To  appreciate  this  revolu- 
tionary new  kind  of  camcorder, 
call  1-800-HITACHI  for  your 


nearest  dealer. Then  shoot  on 


down  and  twist  one  for  yourself. 

0  HITACHI 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
250  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

"Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-228-3393 


Charles  Schwab 


Member  SIPC/New  York  Slock  Exchange.  Inc.     ©  1991  Charles  Schwab  &  Co.,  Inc.     All  Rights  Reserved 
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BMW  introduces  the  8-Series. 
Nothing  eke  stirs  the  inventive 
passion  of  BMW  engineers  like 
the  chance  to  design  a  Grand 
Touring  coupe.  A  car  that  com- 
bines style,  luxury,  and  perfor- 
mance without  regard  for  the 
constraints  of  mass  production. 

Por  proof,  consider  the  850L 
A  G  *and  Tourer  so  advanced  it 
merits  the  first  new  BMWSeries 
designation  in  nearly  14  years. 


This  imposing  and  immensely 
strong  4,123-pound  car  is  also 
an  aerodynamic  marvel  whose 
sleek  silhouette  creates  a  wind 
hushing  0.29  drag  coefficient. 

Open  the  hand-fitted  door 
and  the  steering  column  tilts  it- 
self back  to  welcome  you  into  a 
leather-rich  sanctum  where  all 
of  your  needs  are  anticipated. 
From  a  seat-integrated  belt  sys- 
tem that  automatically  adjusts 


IP 


your  height  to  a  voice-activat- 
ed cellular  telephone  system. 

You  command  a  296-hp  V-12 
Aiat  is  "the  last  word  in  modern 
tiston  engine  technology"  (Per- 

mance  Car). This  power  plant 
wed  tea  double -pivot  spring 

■u t  suspension  wit h"unr  i va led 
■ide  comfort"  (Automobile  Mag- 
izine).  Plus  available  ASC+T,a 

luine  breakthrough  in  safety 
f  hat  dramatically  improves  both 


traction  and  stability.  And  if  you 
wish,  the  first  six-speed  manual 
gearbox  ever  offered  in  a  12  cyl- 
inder production  automobile. 

The  new  flagship  of  the  BMW 
line  is  predictably  expensive.  It 
is  also  predictably  rather  scarce. 

So  call  800-334-4BMW soon 
for  more  information  about  the 
850L  And  learn  howyour 
soul  can  merge  with  ours. 

THE  ULTIMATE  DRIVING  MACHINE; 
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A  new  contract  a  day  helps  Boeing's 
cost-cutting  ways  (this  one's 
the  new  Air  Force  fighter). 
38 


Powerful  public  service 
unions  are  a  main  culprit 
behind  swollen  public  payrolls 
81 


ON  THE  COUER 


Collision  Coarse  81 

By  James  Cook 

State  and  municipal  services  are  dete- 
riorating, even  as  taxes  and  budget 
deficits  are  rising.  So  the  politicians 
are  finally  taking  a  tough  attitude  with 
public  employee  unions.  Or  are  they? 

Electronic  Stock  Trading  64 

By  Richard  L.  Stern 

Computerized  systems  are  eroding 
the  New  York  Stock  Exchange's 
dominance  of  securities  trading.  Are 
most  Big  Board  prices  so  much  noise, 
signifying  nothing? 

We're  All  Right,  Jack  74 

By  Gretchen  Morgenson 

While  Michael  Milken  languishes  in 
prison  in  punishment  for  his  role  in 
the  roaring  Eighties,  many  of  his  for- 
mer colleagues  are  flourishing. 

Nasty  Surprise  112 

By  Kathleen  K.  Wiegner 

AshtonTate's  lawsuit  against  its 
much  smaller  competitor,  Fox  Soft- 
ware, has  been  a  bonanza.  But  not  for 
Ash  ton -Tate. 


COMPANIES/INDUSTRIES 


38 


Boeing 

By  Howard  Banks 

"Look  what  happened  to  U.S.  auto- 
makers," worries  The  Boeing  Co.'s 
Frank  Shrontz.  "Once  you  are  down 
it's  hard  to  catch  up." 


Berkshire  Hathaway  Inc.  41 

By  Thomas  Jaffe 

Are    publishing    and    broadcasting 

stocks,  hit  by  recession,  a  good  bet  for 

contrarians?  Hearken  to  the  Sage  of 

Omaha. 

Walt  Disney  Co.  42 

By  Rita  Koselka 

Michael  Eisner  brilliantly  exploited 
the  magic  after  Walt  Disney  died.  Is 
the  magic  finally  fading? 

Trans  World  Airlines  44 

By  John  H.  Taylor 

Most  people  see  disaster  in  TWA's 
losses  and  unpaid  bills.  Kirk  Kerkorian 
sees  opportunity. 

Executive  Sweets  48 

By  Susan  Chin 

In  1990  the  chief  executives  of  Ameri- 
ca's 50  largest  corporations  earned  a 
total  of  $124  million,  a  gain  of  9% 
over  1989. 

Trucking  49 

By  William  Tucker 

If  you  thought  trucking  regulation 
was  dead,  you  haven't  been  back- 
billed  for  your  discount  rates. 

Up  &  Comers: 

J.W.  Gant  56 

By  Seth  Lubove 

Why  the  penny  stock  hustle  is  far  from 
dead:  Meet  J.W.  Gant's  fast  talking 
Frank  Palumbo. 


Paine  Webber  In  The  Nineties       58 

By  Laura  Jereski  and  Jason  Zweig 
It  has  built  a  retail  brokerage  power- 
house— although  not  without  mis- 
steps. 

Television  60 

By  Kathryn  Harris 

The  deteriorating  economics  of  U.S. 
television  production  have  created  a 
TV  programming  Tower  of  Babel. 

Pfizer  Inc.  88 

By  Suzanne  L.  Oliver 

Pfizer's  boss  ignored  Wall  Street's 
impatience.  Sick  people  and  share- 
holders are  happy  he  did. 


INTERNATIONAL 


72 


Profits  From  Perfume 

By  Phyllis  Berman 

Sex,  nepotism  and  dependence  on  a 
66-year-old  product.  Was  this  any 
way  to  run  a  company? 


Dune  Buggies  Go  To  War 

By  Julie  Pitta 

How     California!!     off-road 

helped  win  the  Gulf  war. 


102 


racers 


Design:  High  Fidelity 

Can  Be  Beautiful  105 

By  Peter  Fuhrman 

Good  design  alone  can't  save  a  busi 
ness;  look  at  the  mounting  problems 
of  Denmark's  Bang  &  Olufsen. 
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Milken,  a  bad 
picker  who's  in  jail, 
backed  Boesky, 
who's  out. 

74 


Electronics  are  "Balkanizing"  the 
markets,  says  NYSE's  Donaldson. 
64 


David  Fulton's  Fox  Software  outfoxed 
the  market  in  PC  databases. 
112 
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36 


116 


The  Forbes  Wall  Street  Review  137 


Mutual  Fund  Review 


138 


Statistical  Spotlight: 

Darkness  Before  Dawn?  140 

By  Eric  Hardy 
'  It  looks  like  another  dismal  year  for 
home  building,  but  1992  could  bring 
some  good  equity  buys. 

Streetwalker  152 

The  rising  dollar;  Sunrise  Medical; 
HSBC  Holdings;  Sears,  Roebuck. 


Chipmaking  Machine  Makers 

By  Julie  Pitta 

How  did  Applied  Materials  stand  up 

to  the  Japanese? 

Electronic  Slide  Shows  118 

By  Kathleen  K.  Wiegner 

Time  to  say  good-bye  to  that  old 

standby,  the  slide  carousel? 


SCIENCE  &  TECHNOLOGY 


120 


LAW  AND  ISSUES 


Fuzzy  Logic 

By  Andrew  Tanzer  and  Gary  Slutsker 
Invented  in  the  U.S.,  commercialized 
in  Japan — but  fuzzy  logic  may  be  a 
story  with  a  different  ending.  Also: 
Commentary  by  Peter  Huber. 


70 


Compact  Disc  Packaging 

By  Peter  Newcomb 

How  music  companies  package  com- 
pact discs  has  become  a  statement  on 
their  feelings  toward  Mother  Nature. 

Triage  On  Trial  104 

By  James  Lyons 

A  law  that  was  designed  to  protect 
retirees  of  bankrupt  companies  isn't 
working  very  well. 
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The  Ultimate  Sell 

By  Joshua  Levine 

John  Make's  vision  of  the  future  is  a 
funny-looking  shopping  cart  with  a 
TV  screen  on  it.  Yet  another  way  the 
marketers  are  going  to  get  to  you. 


Cruise  Line  Prices 

By  David  Stix 

Discounted  cruise  prices  are  a  fact  of 
life.  Here's  what  you  need  to  know. 
Also:  The  fax  on  home  computers;  the 
fine  art  of  Chicago. 

Collectors: 

Military  Uniforms  128 

By  Manjeet  Kripalani 

Some  saw  more  action  in  drawing 
rooms  and  boudoirs  than  on  the  battle- 
field. That's  what  interests  collectors. 

Careers: 

Making  History  Pay  132 

By  Lisa  Gubemick 

Bruce  Weindruch  turned  his  scholarly 
bent  into  a  nifty  little  business  docu- 
menting corporate  lore. 
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Jim  Cook 


Do  unto  others,  Teddy 

Senator  Edward  Kennedy  holds  ordinary  Americans  to  one  set  of 
rules  and  his  own  family  to  a  more  lenient  set.  Kennedy's  smug 
hypocrisy  surfaced  again  last  month  when  he  objected  to  President 
Bush's  proposal  to  give  parents  some  choice  as  to  which  public 
schools  their  kids  attend.  The  proposal  would  inject  an  element  of 
competition  into  what  is*  now  a  monopoly  situation  in  public 
education.  Of  course  the  Kennedy  clan,  by  virtue  of  its  wealth  and 
connections,  has  always  exercised  educational  freedom  of  choice. 
Almost  without  exception,  Kennedys  have  chosen  expensive  private 
schools  for  their  offspring.  Why  is  Kennedy 
against  extending  some  freedom  of  educational 
choice  to  Americans  who  lack  the  cash  and  the 
cachet  to  get  their  kids  into  fancy  private 
schools?  Giving  poorer  parents  alternatives 
might  harm  public  education,  the  senator  said. 

Okay,  Ted,  we  understand  the  game.  Your 
friends  in  the  teachers  and  other  government 
employee  unions  bad-mouth  anything  that 
might  loosen  their  hammerlock  on  public  ser 
vices.  To  them  freedom  of  choice  is  as  dirty  a 
word  as  privatization.  Both  give  the  taxpayer 
suckers  alternatives  to  the  take-it-or-lcave-it 
monopoly  that  suits  government  employee 
unions.  Teddy  knows  who  his  friends  are. 

In  our  cover  story  Jim  Cook  examines  the  consequences  of  the 
growing  unionization  among  public  employees.  In  almost  every 
state,  count)'  and  municipality  budgets  arc  spinning  out  of  control 
while  public  services  deteriorate.  Arc  the  unions  the  only  culprit?  Of 
course  not,  but  it  is  significant  that  the  cancerous  growth  of  state  .md 
local  budgets  and  the  decline  in  the  quality  of  services  have  roughly 
paralleled  unionization  in  what  were  previously  nonunion  trades  mk\ 
professions.  "Collision  course"  starts  on  page  81. 

A  veteran  of  36  years  of  writing  and  editing  at  FORBES,  Jim  Cook 
writes  on  education  from  considerable  personal  experience.  Before 
switching  to  journalism  he  taught  English  at  Ohio  University  .\nd 
drama  at  Yankton  College  in  South  Dakota.  And,  unlike  the 
Kennedys,  fim  and  his  wife,  Claire,  sent  their  children  to  public 
schools. 

"An  important  story  exceedingly  well  told" 

OURCOMPUTERS/COMMUNK  \i  ions  section  has  >Kkkd  yet  another 
award  for  excellence  to  its  brimming  shell  full.  Andrew  Tanzcr's 
"New,  improved  color  computer'1  (July  23,  I  WO)  has  been  selected 
as  I990's  "Best  News  Story  in  General  Interest  Publication"  in  the 
sixth  annual  press  awards  sponsored  by  the  (  omputcr  Press  ASSOC  ia 
tion  and  Citizen  America  Corp.  The  judges  cued  our  story  as  "A  fine 
example  of  news  writing,  an  important  story  exceedingly  well  told." 
These  days  even'  business  person  needs  to  understand  what  is 
going  on  in  computers  and  communications.  We're  vcrv  proud  thai 
our  coverage  has  attracted  so  much  praise  and  attention  in  us  brief 
2V'i  year  history. 
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Classic  lines. 

Impeccable  breeding. 

Owned  by  a  few. 

As  finely  honed  as  a 
champion  mount. 

That  s  the  spirit 

of  Concord'  Saratoga'. 


Neiman  Marcus 


The  Concord  Saratoga  Watch 
in  18  karat  gold  and  stainless 
steel.  A  timepiece  born  of  a 
rich,  colorful  heritage  and  the 
grandeur  of  the  past. 
Its  visibly  unique  detailed 
sculpting  creates  a  perfect  con- 
tinuity of  line  between  bracelet 
and  case.  Quartz  precise 
and  securely  water-resistant, 
the  Saratoga  Watch  is 
a  striking   ombination 
of  superb  depend- 
ability and 
elegance. 


Forbes 


President  and  Editor-in-Chief 
MALCOLM  S.  FORBES  JR. 

Publisher 

CASPAR  W.  WEINBERGER 

Vice  Chairmen 
CHRISTOPHER  l-ORBES 
JAMES  J.  DUNN 

Executive  Vice  President 

LEONARD  H.  YABI.ON    . 

Associate  Publisher 
JEFFREY  M.  CUNNINGHAM 


Vice  President-Advertising 

and  Promotion: 

Stephen  G.  Nicoll 

Vice  President-Administration: 

Scott  R.  Yablon 

Vice  President-Treasurer: 

Joel  B.  Rcdlcr 

Director  of  Advertising: 

William  J.  Flatley 
Director  of  Corporate 
Communications: 

Wm.  Donald  Carson 
Director  of  Circulation: 

John  M.  Thornton 

Director  of  Data  Processing: 

Joseph  J.  De  Marte 

Director  of  Market  Development: 

Bruce  H.  Rogers 

Advertising  Representatives: 

New  York:  Russell  Cherami,  New  York 

Manager;  George  C.  Clissold,  Consumer 

Adv.  Manager;  G.  Croft  Henry, 

Financial  Adv.  Manager; 

David    J.    Forgione,   Agency    Relations 

Manager;  Evelyn  Mitchell, 

FYI  Adv.  Manager; 

Joseph  A.  Gutherz, 

Michael  McCormack,  Susan  D.  Toscani, 

Hunter  G.  Millington,  Stacy  L.  I'rimis 

Special  Projects: 

Arnold  J.  I'rives,  Director; 

Carla  M.  Frazier 

International  Advertising: 

James  W.  LaCirignola,  Director,  Latin 

America,  Korea,  the  Philippines 

Boston:  Nick  Carter,  Manager 

Atlanta:  John  H.  Reock,  Manager 

Chicago:  David  C.  Nordhorr,  Manager; 

William  J.  Powers  Jr. 

Philadelphia:  Patrick  Dignan, 

Manager 

Dallas:  Fred  H.  Wellington,  Manager 

Detroit:  Don  Dane,  Manager; 

Kevin  M.  FJohman 

Los  Angeles:  Eric  Rucker,  Manager, 

Jill  S.  Harris 

San  Francisco:  Ward  J.  Flock, 

Manager 

London:  Peier  M.  Schott,  Director, 

Intl.  Adv.,  Europe  and  Africa; 

Roy  Finchett,  London  Sales  Manager 

Tokyo:  Hirowo  Itow,  Japan  Regional 

Adv.  Dir.;  Hiroyuki  Nakagawa, 

Japan  Adv.  Sales  Manager 

Hong  Kong:  Jane  G   Flowers,  Director, 

Intl.  Adv.,  Southeast  Asia 

Annual  Reports:  Virginia  Carroll, 

Sarah  Madison 

Classified:  Linda  Lorcn 


PAID  CIRCULATION 
OVER  735,000 


FOLLOW  THROUGH 


EDITED  DY  EDWARD  CILTENAN 


Bad  deal 

A  BA  '  smell  is  emanating  from 
Insituform  East,  one  of  12  firms  li- 
censed to  use  a  patented  process  for 
repairing  pipes  without  digging  them 
up  {Aug.  24,  1987).  George  and  Rob- 
ert Erikson  control  the  firm  through  a 
publicly  traded  holding  company, 
Cerbco,  Inc.  They  own  78%  of  Cerb- 
co's  Class  B  voting  stock.  A 
year  ago  the  brothers  struck 
a  deal  to  sell  their  Cerbco 
Class  B  stock  to  Insituform 
of  North  America,  another 
licensee,  for  $24  a  share,  or 
$6  million.  This  outraged 
the  holders  of  Cerbco  Class 
A  stock,  which  was  stuck  at 
$3.  So  a  group  of  common 
shareholders  sued  in  Dela- 
ware to  block  the  deal.  Insi- 
tuform of  North  America 
walked  away,  apparently 
spooked  by  the  lawsuit  and 
insider  trading  charges  against  Insitu- 
form East  executives. 

Today  Cerbco  Class  A  common 
and  Class  B  stock  are  mired  around 
3V8  bid.  (Insituform  East  is  also  pub- 
licly traded  and  currently  sells  for  57/s 
bid.)  Cerbco  shareholders  have  filed 
an  amended  complaint  seeking  $6- 
million-plus    in    damages    from    the 


Damage  wrought  by  rotting  sewer  pipes 
Who'll  save  Insituform's  shareholders? 


Eriksons,  who  are  charged  with 
breach  of  fiduciary  duty.  Joseph  (-lor 
ety,  a  money  manager  who  owns 
Cerbco  common,  pegs  the  company's 
breakup  value  at  around  $12  a  share. 
A  small  but  interesting  fight,  and 
potentially  profitable  to  watch. 

The  14th  Amendment  lives 

The  U.S.  Supreme  Court  has  sent  a 

signal  to  judges  and  lawyers  to  curb 
outrageous  punitive  damage  awards 
{June  11,  1990).  In  March  the  Court 


issued  an  opinion  in  Pacific  Mutual 
Life  Insurance  v.  Haslip.  An  Alabama 
state  court  had  awarded  Cleopatra 
Haslip  SI  million  after  her  health 
policy  was  canceled  and  she  couldn't 
recover  $3,500  in  medical  costs. 

While  six  of  the  justices  weren't 
convinced  that  the  verdict  was  uncon- 
stitutional, and  so  let  it  stand,  they  did 
s  suggest  that  punitive  dam- 
^  ages  might  violate  a  defen- 
i  dant's  14th  Amendment 
due  process  rights.  For  in- 
stance, they  praised  the 
Haslip  case  for  not  men- 
tioning Pacific  Mutual's 
wealth.  Lawyers  see  this  as  a 
warning  to  state  courts  that 
allow  juries  to  consider  a 
company's  net  worth  in  set- 
ting damages.  Such  infor- 
mation often  persuades  ju- 
ries to  levy  heavy  punitive 
fines  in  cases  where  big 
companies  must  pick  up  the  tab.  The 
Court  has  since  sent  five  other  cases 
challenging  punitive  damages  back  to 
state  courts  to  be  reconsidered  in  light 
of  the  Haslip  opinion.  Hint:  Pockets 
can't  be  picked  just  because  they're 
deep.  -Leslie  Spencer 

Growing  disclosure 

In  JANUARY  Disclosure,  Inc.,  the  fi- 
I  nancial  documents  supplier,  acquired 
A  its  major  competitor,  Bechtel  Infor- 
mation Services,  and  the  contract  to 
process  Securities  &  Exchange  Com- 
mission filings  onto  microfiche.  Bech- 
tel Information,  a  mismatched  unit  of 
the  San  Francisco  construction  giant, 
was  losing  money,  so  the  parent  let  it 
go  lor  .\n  estimated  $10  million — 
perhaps  half  of  its  sales.  (Disclosure, 
now  with  $60  million  in  revenues,  is 
owned  by  Dutch  publisher  \'NU.) 

The  purchase  rights  a  strategic  mis 
take.    When    Disclosure    let    Bechtel 
snag  the  coveted  si  <  contract  six  years 

ago,     FORBES     thought      Disclosure 
might  sink  (jtvi.  27}  1986).  Hut  now, 
reclaiming  the  si  c   contract  puts  Dia 
closure  way  ahead  in  the  race  to  pro 
vide  annual  reports,  Form  10  Ks  and 
other  financial  documents  to  lines 
tors  and  others  who  need  such  time 
sensitive  filings  quickly. 

Like  main'  mergers,  this  one  is  oil 
to  a  spotty  start.  In  January  Disclosure 
discovered  us  computer  system  was 
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Even  the  strangest  birds  are  packaging  experts. 
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Ampules  and  egg  shells 
both  serve  to  protect  their 
precious  contents.  Both 
have  to  open  easily,  and 
both  come  in  a  variety  of 
colors  and  shapes. 


Eggs  all  have  a  common  pur- 
pose —  to  protect  their  precious 
contents.  Their  calcium  shells 
form  a  perfect,  sturdy  package  to 
shield  baby  chicks,  yet  they  are 
easily  opened  when  the  time  is 
right.  On  the  other  hand,  their 
colors  and  shapes  vary  to  suit 
the  bird's  environment. 

Ampules,      made     from 

Schott  neutral  glass,  also  do  a 
perfect  job  of  protecting  the 
liquid  medications  they  contain. 

With  non-porous,  neutral 

glass  ampules  the  medications 
remain  stable.  This  in  turn  en- 
sures a  longer  shelf  life. 

And    they    couldn't    be 

easier  to  open.  Built-in  snap-off 


points  are  electronically  micro- 
scratched  on  the  neck  of  the 
ampule  with  an  accuracy  of 
4/100,000  of  an  inch.  The  neck 
breaks  off  quickly  and  cleanly. 

Ampules  vary  in  shape 

and  color  according  to  their  use. 
For  example,  light-sensitive  drugs 
are  packaged  in  protective 
brown  glass.  Double-neck  ver- 
sions are  available  for  oral  use. 
A  blue  line  identifies  quality  in- 
jection ampules  made  from 
Schott  neutral  glass. 

Special  glass  ampules 
are  just  one  example  of  how 
Schott's  innovative  development 
responds  to  specific  needs.  In 
today's  world,  special  glass  helps 


keep  technology  advancing. 

Schott  worldwide:  50,000 

products,  60  production  facil- 
ities, represented  in  more  than 
100  countries,  with  over  $  1  bil- 
lion in  sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 
more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  35,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

ra  SCHOTT 

Nobody  knows  more  about  glass. 
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Whether  you're  working  with  dollars  or  Deutsche 
marks,  pounds  or  pesos,  the  computer  is  at  the  heart  of 
every  bank. 

So  we're  especially  proud  that  44  of  the  world's 
50  largest  banks  trust  their  business  to  Unisys.  In  the 
last  several  months  alone,  Comerica,  Huntington 
National  and  Barnett  Banks  have  placed  large  orders 
for  Unisys  systems. 

Of  course,  that  kind  of  trust  is  nothing  new  to  us. 
Eight  of  America's  top  ten  banks  have  relied  on  Unisys 
for  critical  operations  like  check  processing  for  years. 

And  like  all  the  rest  of  our  60,000  customers  in 
banking,  government,  telecommunications,  distribution 
and  other  businesses,  they  get  more  than  technology. 

They  get  the  experience  and  resources  of  a  com- 
pany that's  70,000  people  strong,  with  a  heritage  of 
helping  business  and  government  in  more  than  100 
countries  to  find  more  productive  ways  of  putting 
information  systems  together. 

Call  us  at  1-800-448-1424,  ext.  70,  and  see  how 
Unisys  can  help  you. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 


$214,013 

Value  on  3/31/91 


Breakthrough 
Performance 


Twentieth  Century  Growth  Investors 

Average  Annual  Total  Return  as  of  March  31,  1991 

24.0%    15.7%    14.0%    22.6% 


1  Year 


5  Years 


10  Years 


15  Years 


A  $10,000 
investment 
on  3/31/76 


Assumes  reinvestment 

Call  toll-free:  *-*•*— 

1-800-345-2021 

For  complete  information  about  Twentieth  Century  Investors, 

including  charges  and  expenses,  call  for  a  free  prospectus. 

Please  read  the  prospectus  carefully  before  investing.  Data 

quoted  represents  past  performance.  Investment  return  and 

principal  value  will  fluctuate  and  redemption  value  may  be 

more  or  less  than  original  cost.      nr^    ,       ,1flOAn  „  n..     .,,,,.,,,.  conn 

P.O.  I  ox  419200,  Kansas  City,  MO  64141-6200 


No -Load  Mutual  Funds 
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incompatible  with  Bechtel's,  and  cli- 
ents had  to  wait  up  to  five  days  for 
documents  they  used  to  get  in  two 
hours.  A  Forbes  editor  recently  had 
to  wait  three  days  for  a  proxy  and  two 
10-Ks.  Disclosure  President  Steven 
Goldspiel  claims  the  systems  are  now 
functioning  normally.  But  some  cli- 
ents have  defected  to  smaller  rivals 
like  Docutronics. 

Goldspiel  will  probably  prevail. 
Once  he  sorts  out  the  acquisition, 
Disclosure  will  be  virtually  a  one-stop 
shop  for  sec  documents,  with  perhaps 
half  of  the  estimated  $130  million 
market.  Competitors  have  asked  the 
Justice  Department  to  launch  an  anti- 
trust investigation  into  the  merger. 
But  for  now  Disclosure  is  slower,  yet 
still  king.  -Manjeet  Kripalani 

On  second  thought 

Blood  is  thicker  than  cash.  So  it 
seems  with  the  secretive  Cargill  and 
MacMillan  clans,  who  own  agribusi- 
ness giant  Cargill  Inc.,  America's  larg- 
est private  company,  with  $42  billion 
in  sales.  Last  month  (Apr.  29)  family 
members  said  they  were  going  to  sell 
about  $1  billion  in  stock — up  to  15% 
of  the   company — to   an   employee 


stock  ownership  plan  by  June  1 . 

But  after  thinking  of  all  that  cash 
and  of  CargilPs  proud  history,  the 
family  suddenly  got  cold  feet.  "No 
one  wants  that  much,"  murmurs  one 
relative.  I  le  now  thinks  an  esop  of  up 
to  $300  million     representing  ma\ 
be  a  4%  sliver  of  the  company — is 
more   likely.   Also   possible:   a   Stock 
redemption    or    one  shot    dividend 
Watch  tor  action  alter  the  stoekhold 
era'   meeting  in  August.   While   the 
liquidity   plan    seems   to   have    been 
downsized,  it  si  ill  looks  like  the  first, 
halting  step  toward  going  public — 
ami  would  place  Cargill  shares  in  non 
family  hands  for  the  first  time  since 
early  this  century.   Maw  i\  BerssBI 

Forbes  ■  May  13,  1991 
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Strength 


In  1992  stringent  new  capital  standards  will  go  into  effect 
throughout  the  banking  industry  worldwide. 

We  exceeded  these  standards  2  years  ago. 


Atyear-end  1990,  Manufacturers 
Hanover  Corporation's  primary  capital 
totaled  $66illion,  and  our  risk-based 
ratios  placed  us  well  above  the  new 
requirements  established  by  the  Basle 
Committeeon  Banking  Regulations 
and  Supervisory  Practices. 


Our  ratios  also  placed  us  among  the  highest 
in  our  peer  group  of  major  money  center  banks. 

Tumultuous  times  have  necessitated 
the  recognition  of  a  primary  yardstick  for  mea- 
suring the  capital  strength  and  overall  health  of 
our  banking  institutions. 
These  new  international 
standards  are  now  providing 
that  yardstick. 

The  focus  on  capital 
adequacy  underscores  the  fact 
that  the  landscape  of  banking 
is  changing.  It  also  strongly 
suggests  that  only  the  best 


RISK-BASED  CAPITAL  (% 


I       I  1992  Guidelines 

I  Manufacturers  Hanover 

TIER  1  TOTAL 


capitalized  institutions  will  be  able  to  take 
advantage  of  change  and  address  their 
customers'  evolving  needs  in  an  effective 
and  timely  fashion. 

Using  capital  to  measure  the  strength  of  a 
financial  institution  is 
hardly  a  new  practice  at 
Manufacturers  Hanover. 
And  while  exceeding  the  new 
standards  may  be  noteworthy, 
our  aim  is  to  continue  build- 
ing upon  the  sturdy  financial 
foundation  we  already  have 
in  place. 


©  1991  Manufacturers  Hanover  Trust  Company 
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Rainwater  slips 

Richard  Rainwater  has  proved 
himself  to  be  a  slick  investor,  helping 
make  the  Bass  brothers  billions  and 
accumulating  a  $350  million  net 
worth  of  his  own.  But  investors  who 
followed  him  into  a  couple  of  recent 
energy  plays  haven't  been  as  lucky. 

Rainwater  owns  18%  of  Energy  Ser- 
vice Co.,  an  oil  service  company  that's 
in  a  bruising  fight  for  Penrod  Drilling. 
It  recently  traded  at  2xh  on  the  Amex, 
down  from  7ZA  in  1987.  The  value  of 
Rainwater's  stock  has  shrunk  to  $43 
million  from  $133  million. 

Wolverine  Exploration,  Rainwa- 
ter's other  public  energy  investment, 
is  faring  even  worse.  The  company 
spent  most  of  the  $88.5  million  in 
proceeds  from  three  stock  offerings 
over  the  last  three  years  on  oil  and  gas 
exploration  but  has  little  to  show  for 
its  recent  efforts.  The  o-t-c  stock  has 
sunk  from  14V6  to  a  recent  lVi6  over 
the  last  16  months.  Rainwater's  6% 
stake  is  down  to  a  scant  $1  million 
from  $13.5  million. 

In  both  cases,  Rainwater  has  al- 
ready recovered  his  initial  investment 
and  so  is  only  missing  out  on  profits. 
But  other  investors  have  hit  an  oil 
slick.  -Toni  Mack 

Kinky  reggae 

Music  industry  insiders  whispered  last 
year  that  PolyGram  Records  overpaid 
when  it  spent  $732  million  for  two 
big  independent  labels,  a&m  Records 
and  Island  Records.  Now  it's  easy  to 
see  why.  Janet  Jackson,  a&m's  biggest 
star,  has  waltzed  out  the  door  to  a  $50 
million  deal  at  Virgin  Records. 

More  bad  news  looms.  Poly- 
Gram — majority-owned    by    Dutch 


electronics  giant  N.V.  Philips  but 
publicly  traded  here — is  in  danger  of 
losing  access  to  the  distribution  rights 
to  the  Bob  Marley  catalog.  The  estate 
of  the  late  reggae  star  has  made  a  deal 
with  Island  Records  President  Chris 
Blackwell  for  $8.2  million.  But  a  Brit- 
ish high  court  that  oversees  some 
Jamaican  courts  has  just  ordered  that 
the  estate  be  opened  up  to  other 
bidders,  to  ensure  that  Blackwell's 
offer  was  fair.  Windswept  Pacific,  a 
Los  Angeles  outfit  backed  by  Japan's 
Fujisankei,  has  floated  a  $16  million 
bid.  Others  may  be  in  the  works.  If 
PolyGram  wants  to  hang  on  to  the 
Marley  catalog,  it  will  probably  have 
to  cough  up  even  more  on  an  already 
steep  ante.  -Peter  Newcomb 


History  book 


The  late,  great  Bob  Marley 
Lively  up  yourself,  PolyGram. 


Investors  may  be  forgiven  if  they're  a 
little  gun-shy  about  a  potential  stock 
offering  by  Security  Pacific:  The  big 
Los  Angeles  bank  has  sandbagged 
investors  twice  in  recent  months.  Last 
December  the  bank  withdrew  a  $100 
million  note  offering  after  announc- 
ing an  $800  million  charge  for  closing 
its  merchant  banking  operation  and 
increasing  loan  loss  reserves.  In 
March  SecPac  slashed  its  dividend 
and  announced  a  big  jump  in  nonper- 
forming  loans — only  days  after  selling 
$175  million  in  preferred  stock.  Now 
the  bank  has  registered  for  a  reported 
$118  million  common  stock  offering. 
The  prospectus  should  contain  some 
fascinating  recent  history. 

Some  fender  bender 

The  media  had  a  great  time  with 
reports  that  the  first  Acura  nsx  to  get 
into  an  accident  in  the  U.S.  was  going 


The  infamous  "dented"  NSX 
Call  in  the  specialists. 


to  cost  $36,000  to  repair.  The  nsx  is 
that  supersporty  $60,000  two-seater 
made  by  Honda,  with  only  a  few 
thousand  on  the  road  here.  The  re- 
ports said  a  doctor  in  Scottsdale,  Ariz, 
scraped  his  car  along  a  highway 
guardrail.  Specialists  from  Acura  were 
called  in.  Faxes  poured  in  from  Japan. 
We  know  that  aluminum  bodies  are 
tricky  to  repair,  but  $36,000  for  a 
guardrail  scrape? 

Honda  quickly  supplied  us  with  a 
photo  of  the  damaged  car,  and  clearly 
this  was  no  mere  fender  bender.  The 
damage  report  listed  104  items  and 
ran  to  three  pages.  Allstate  took  the 
insurance  hit.  -Jerry  Flint 

Killer  tax 

General  Cinema's  on-again,  off- again 
deal  for  troubled  publisher  Harcourt 
Brace  Jovanovich  is  on  again — for 
now.  Large  HBj  junkholders,  includ- 
ing Leon  Black  and  Goldman,  Sachs, 
forced  General  Cinema  to  up  its  ante. 
Another  factor,  though,  could  make 
General  Cinema  boss  Richard  Smith, 
drop  the  deal:  a  two-month  old  t.i\ 
code  change  that  would  add  $250 
million  in  costs  to  General  Cinema's 
$1.4  billion  bid. 

Here's  why:  When  a  company  buys 
its  bonds  below  lace  value,  it  faces  .i 
tax  bill  for  the  so  called  income  gen 
crated  by  retiring  the  debt  at  a  dis 
count.  Usually  that  income  is  shel 
tered   by   net   operating  losses     lUit 
since  hbj  used  its  losses  to  shelter  a 
gain  from  selling  Sea  World  to  An 

heusei -  Busch,      General      Cinema 

would  actually  have  to  CUl  a  check  to 
the  IRS  for  the  tax  on  the  $700  million 
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of  "income"  generated  by  buying 
discounted  hbj  bonds. 

Says  a  source  close  to  the  negotia- 
tions: "This  regulation  is  a  killer  for 
deals  like  this."  -Laura  Jereski 

Down  at  the  Bolsa 

Word  is  that  secretive  Mexican  media 
mogul  Emilio  Azcarraga  is  going 
public.  Best  known  in  this  country  for 
his  moneylosing  sports  tabloid,  The 
National,  Azcarraga  is  considering 
selling  a  big  chunk  of  his  Televisa 
television  network  through  American 
Depositary  Receipts  and  on  the 
booming  Mexico  City  Bolsa,  say  local 
sources. 

Televisa  is  one  of  the  biggest  televi- 
sion operations  in  the  world,  and  has  a 
virtual  monopoly  south  of  the  border. 
It  anchors  a  family  fortune  approach- 
ing $1  billion.  Azcarraga  and  his  sis- 
ters own  about  85%  of  Televisa.  The 
proposed  offering  would  be  for  15% 
to  20%,  raising  some  $150  million 
and  leaving  him  in  control  of  the 
company. 

Why  now?  One  reason:  Mexican 
President  Carlos  Salinas  has  been  try- 
ing to  encourage  competition  by 
breaking  up  state-sponsored  monop- 
olies, and  Azcarraga  may  see  the  writ- 
ing on  the  wall.  "He's  basically  trying 
to  cash  in  while  he  can,"  says  Douglas 
Campbell,  a  Los  Angeles  broker  who 
specializes    in     Mexican     securities. 

-JoelMillman 

Not  so  fast,  LTV 

The  five-year  bankruptcy  ordeal  of 
LTV  seemed  to  be  nearing  an  end  in 
February,  when  the  company  an- 
nounced it  had  struck  a  deal  with  the 
Pension  Benefit  Guaranty  Corp.  LTV 
stock  moved  up  sharply,  nearly  50%  in 
one  day,  to  2%.  The  price  has  stayed 
around  2 . 

But  wait  a  minute.  There's  another 
hurdle.  Creditors  have  been  in  Wash- 
ington recently,  telling  PBGC  chief 
James  Lockhart  that  they  don't  like 
the  deal  one  bit.  Creditors  feci  the 
current  deal.doesn't  leave  enough  on 
the  table  for  them.  Lockhart  report- 
edly thinks  the  creditors  can  be  placat- 
ed, but  who  knows? 

If  the  creditors  go  to  the  mat  on 
this,  they  will  likely  further  prolong 
LTV's  misery.  WM 
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Macon  Presents  The  Fastest  Way 
To  Get  Your  Business  Rolling. 

By  road,  rail,  air  and  ocean,  Macon  is  ready  to  move  your  company  in  the 
right  direction.  It's  Georgia's  distribution  crossroads,  giving  you  fast-lane  access 
to  the  Souths  36-million  population.  And  you'll,  be  close  to  Atlanta  International 

Airport,  which  puts  80%  of  U.S.  consumers  within  two 
m  hours  reach. 

Macon  has  its  own  airports,  too,  and  piggyback 
'rail  service  to  the  deepwater  seaports  of  Savannah  and 
Brunswick. 

Plus,  with  its  skilled  work  force  and  strong  industrial  base,  Macon  is  a  great  place 

to  make  it,  as  well  as  move  it.  /^PAn^l  A 

To  find  out  all  the  bottom-line  reasons  to  locate  in  CjEwKCll/X 

Georgia,  please  write  us.  Or  call  404-656-9306.  Tk^f^Aj^.T*^?  rfi™ 

Macon.  Another  way  to  stnke  it  rich  in  Georgia.         The  State  Of  Business  Today 

.in.  Dcpl  lHS.ro  Bon  1 776  Ml  inb  1 1A  30301 
■  ■  I  lislorj 
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Call 
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Order  A  New  Subscription. 
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label  of  magazine.) 

or... 
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NEW  SUBSCRIPTION 
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1  Year  (27  issues)  -  $52 
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In  Canada.  $79  Can.  a  year.  Subscriptions 
overseas,  add  $57  to  U.S.  annual  rate. 
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The 
Gabelli 
Growth 
Fund 


Elizabeth  R.  Bramwell,  CFA 

President  &  Chief  Investment  Officer 


$1,000  Minimum  Initial  investment 

For  a  prospectus,  please  call— 

1-800  GABELLI 

1-800-422-3554 


Gabelli  &  Company,  Inc. 

P.O.  Box  1634  •  Grand  Central  Station 

New  York,  NY  10163 

The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before 
you  invest  or  send  money.  This  advertisement  does 
not  constitute  an  offer  in  any  jurisdiction  in  which  such 
an  offer  may  not  lawfully  be  made. 


Concorde  jetliners  would  be  in  for 
rough  landings  were  it  not  for  Akzo's 
Crystex     insoluble  sulfur.  This  additive 
makes  it  possible  to  reinforce  rubber 
with  steel  or  synthetic  fibers. 

That's  how  high  performance  radial 


tires  are  made  that  endure  high  speeds 
and  hard  shocks.  And  bounce  back  in 
shape  again  and  again.  Tires  for  tractors, 
Formula  1  racing  cars  and  aircraft 
Even  bicycle  tires  use  some  Crystex 
additives  in  their  construction. 


Without  this  Crystex  product  th 
tires  on  a  Concorde  landing  gear  simpl 
wouldn't  be  feasible.  They  would  nee 
replacement  after  every  touch-down. 

Creating  specialty  chemicals  fror 
commodities  such  as  sulfur,  sand, 


allow  and  coconut  oil  is  an  important 
ield  of  work  for  Akzo.  But  certainly 
lot  our  only  one. 

With  some  70,000  people  in 

>0  countries,  we  are  among  the  world's 

argest  companies  active  in  chemicals, 


fibers,  coatings,  salt  and  health  care. 

For  more  information  please  write 
to  Akzo  America  Inc.,  Corp.  Comm.  Dept, 
111  West  40th  Street,  New  York,  N.Y.  10018. 

CREATING  THE  RIGHT  CHEMISTRY 


AKZO 


READERS  SAY 


Bright  idea 

Sir:  While  there  is  little  question  that 
third  party  power  producers — iits, 
cogenerators,  et  al. — will  play  some 
role  in  our  future  power  supply 
("Camel  in  the  tent,"  Mar.  18),  that 
role  may  not,  and  indeed  should  not, 
be  so  large  as  some  might  have  us 
believe. 

Yes,  the  IPP  can  obtain  lower  capital 
costs  through  higher  leverage,  and 
perhaps  produce  power  more  cheaply 
in  the  near  term,  but  what  about  the 
long-term  service  obligation? 

More  specifically,  the  wisdom  of 
building  future  power  capacity  with  a 
much  higher  proportion  of  debt  than 
utilities  have  traditionally  employed  is 
subject   to   serious  question.   While 
that   debt   may   be   on  IPP   balance 
sheets,  it  will  likely  need  to  be  backed 
by  using  the  utility's  credit.  And  if  the 
projects  go  sour,  ultimately  it  will  be 
the  American  people  who  will  pay 
.  .  .  and  the  electric  utilities  who  will 
be  expected  to  clean  up  the  mess. 
-Arend  J.  Sandbulte 
Chairman  and  President 
Minnesota  Power 
Duluth,  Minn. 


Who  pays? 

Sir:  Americans  are  over-litigious.  Yet 
I  found  disturbing  Walter  Olson's 
suggestion  that  contingency  fees  be 
banned  in  favor  of  a  system  in  which 
the  loser  pays  all  legal  fees  ("Let  the 
loser  pay,"  Mar.  18).  Does  Olson 
really  think  that  "little  guy,"  who  has 
a  fairly  good  case,  can  afford  to  risk 
paying  Big  Bully's  legal  costs? 
-John  Jongbae  Bu 
Med  ford,  Mass. 

Sir:  The  unjustly  sued  defendants  are 
not  the  only  losers  from  the  present 
U.S.  tort  system.  Every  time  the  little 
guy  collects  $100,000  in  damages 
from  a  corporation,  this  is  hailed  as  a 
triumph  of  consumerism.  But  who 
pays?  The  ultimate  consumer  (other 
"little  guys"). 
-John  F.  Chown 
London,  England 

Hail  to  the  chiefs 

Sir:  I  disagree  that  the  Goldwatcr 
Nichols    Bill — which    among    other 
things  gives  the  chairman  total  con- 


trol over  the  Joint  Chiefs  of  Staff — is 
the  reason  for  our  victory  in  the  Gulf 
war  (Fact  and  Comment,  Mar.  18). 

We  beat  Iraq  because  we  are  fortu- 
nate to  have  superb  leaders.  Under 
the  Goldwater-Nichols  legislation, 
General  Powell  could  have  bypassed 
the  other  service  chiefs — the.  bril5 
liance  of  Powell  is  that  he  knew  better 
than  to  do  that.  The  law  must  be 
revised  to  put  the  individual  chiefs 
back  into  the  chain  of  command. 
-Robert  Prevtdi 
Manh asset,  N.Y. 

Tales  from  the  front 

Sir:  "The  Visigoths  in  tweed"  (Apr. 
1)  demonstrates  how  easily  guilt  feel- 
ings can  be  manipulated  to  destroy 
high-quality  standards.  I'll  never  for- 
get the  time  I  caught  a  student  plagia- 
rizing material  for  a  paper.  He  readily 
confessed  and  then,  with  no  apparent 
discomfort,  initiated  an  attack  on  me 
as  a  racist. 
-John  F.  Fielder 
San  Francisco,  Calif. 

Sir:  As  first-year  students,  we  can 
attest  that  the  "P.C.  Police"  are  alive 
and  well  at  Harvard  Law  School.  We 
are  taught  that  debate  should  be  "un- 
inhibited, robust  and  wide-open." 
Yet  we  find  that  even  questioning  the 
meansby  which  faculty  diversity  is  to 
be  achieved  will  draw  "hisses"  from 
fellow  classmates  and  accusations  of 
racism,  sexism,  classism  or  one  of  a 
number  of  other  "isms." 
-Elizabeth  J.  Meiers 
-Christopher  J.  Younger 

Harvard  Student  Alliance  for 

Free  Expression  (S.\.¥.E.) 
Cambridge,  Mass. 

Sir:  While  attending  Tufts  University 
I  witnessed  increasing  pressures  from 
minority  groups  on  the  administra 
tion  which,  in  effect,  paralyzed  a  once- 
great  liberal   arts  school.   Professors 
softened  lectures.  The  administration 
enacted  numbers  of  "mind-broaden 
ing  but   useless  to  the   real   world" 
minority  course  work  requirements. 
ROTC  students  were  forced  to  train  at 
nearby  Mil    because  the  administra 
tion  felt  that  the  ROTC  program  was 
not  politically  correct. 
-Jeffrey  Kaplan 
Scarsdale,  N.Y. 


Sir:  Golumbia  College  has  come  up 
with  a  practical  and  effective  solution 
to  political  objections  to  our  Core 
curriculum.  Instead  of  scrapping  the 
Core,  we  have  added  the  Extended 
Core.  Ever\'  student  now  must  also 
take  two  semesters  in  either  an  issue- 
oriented  subject  (e.g.,  human  rights, 
the  environment,  racism  and  gender) 
or  in  a  non-Western  culture.  In  addi- 
tion, students  have  a  science  and  lan- 
guage requirement. 
-Jack  Greknberc; 
Dean 

Columbia  College 
New  York,  N.Y. 

Lost  in  America 

Sir:  Re  your  article  dismissing  elec- 
tronic guidance  systems  for  cars  ("So- 
lutions without  problems,"  Apr.  1). 
It's  wonderful  to  hear  how  your  writ- 
er gets  around  so  splendidly  without 
electronic  guidance.  If  he  was  writing 
an  article  back  when  automatic  trans- 
missions were  introduced,  he  would 
probably  say  they  were  a  foolish  idea 
and  brag  about  how  well  he  can  shift  a 
manual  transmission. 

-Kenneth  R.  Lundstrom 

Statoi  Island,  N.Y. 


Sir:  For  years,  as  the  New  York  Times' 
computer  columnist,  I  pointed  a  tin 
gcr  at   the  steady  Mow    of  solutions 
without    problems   emanating    from 
Silicon  Valley  and  Software  Shangri 
la.    The  recent  flood  of  unrcflcctivc 
articles  extolling  a  future  filled  with 
electronic  road  maps  mm.\  a  Trimble  in 
every  attache  case  has  been  enough  to 
send  me  into  a  tailspin  depression. 
Your  putting  this  technology  into  the 
proper  perspective  was  a   breath  of 
fresh  air. 

-Erik  Sandberg  Diment 
Hampton,  Conn, 
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What  kind  of  mark  do  you  want  to  leave  on  the  world? 

Measuring  one's  achievements  against  those  of  the  writer  immortalized  here  can  be  humbling  to  say  the  least. 

Yet,  we  raise  the  question  with  good  reason.  Because  regardless  of  your  calling  in  life  our  vocation  can,  quite 
literally,  help  you  make  your  best  mark.  A  Parker  Duofold  Fountain  Pen  will  not  merely  record  your  thoughts,  but  express 
your  character  in  a  way  other  pens  simply  can't.  Rather  than  offer  you  two  or  three  nib  widths,  we  handcraft  some 
twenty-four",  thus  ensuring  the  right  signature  for  your  handwriting  style.  You  can  also  be  assured  that  a  Parker  nib  will 
never  blotch  your  character  under  any  normal  writing  conditions,  due  to  a  pressure  sensitive  ink  collector  that  even 
prevents  leaks  at  high  altitudes.  And  before  you  make  your  mark,  one  of  our  inspectors  will  have  made  theirs  by 
qualifying  your  Duofold  to  carry  Parker's  lifetime  worldwide  guarantee. 

It  has  been  said  that  living  well  is  the  best  revenge.  Perhaps  it  should  be  writing  well. 


THE  PARKER  DUOFOLD  COLLECTION  RANCES  IN  PRICE  FROM  »12S  TO  »3S0  CALL  l-BOOBEST  PEN  FOR  VOL)  R  NEAREST  RETAIL  DEALER  OR  1-800-522  3021  FOR  CORPORATE  IM.H  IK  IE-.  '9IMI  PARKER  PEN  USA  LIMITED.  JANESVILLE.WI  53547 


t  PARKER  M, 


Cutty  Sark  Blended  Scots  Whisky.  40%  Ale  by  Vol.  Imported  by  «  W.  A  Taylor  &  Co  .  Miami,  Florida  1991 


This  is  a  glass  of  Cutty  Sark. 

It  won't  make  you  hip.  It  won't  make  you  successful. 

And  it  won't  change  your  life. 

And  if  you  drink  it  simply  because 

you  like  the  way  it  tastes, 

your  life's  probably  pretty  good  already. 


cuttysaka: 


SCOTS  WHISKY 


UNCOMMONLY  SMOOTH 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  CAN  THIS  ECONOMY  BE  DOING  SO  POORLY 


and  the  stock  market  be  doing  so  well? 

The  stock  answer  is  that  financial  markets  try  to  antici- 
pate the  future.  Is  the  economic  outlook  as  rosy  as  Wall 
Street  seems  to  think? 

Encouragingly,  the  answer  is  mostly  yes.  The  economy 
should  be  picking  up  in  a  few  weeks.  Even  economists 
now  acknowledge  that  inflation  is  a  nonproblem.  Interest 
rates,  despite  a  laggard  Federal  Reserve,  will  be  trending 
down  some  more.  Lower  money  cost  has  already  begun 


reviving  home  building,  which  has  been  in  a  devastating 
four-year  slump. 

Inventories  have  been  cut  so  much  that,  even  without 
an  improvement  in  final  sales,  they  need  to  be  restocked. 
Companies  are  using  the  market  rally  to  reduce  debt  and 
boost  equity,  thereby  giving  themselves  more  sinew. 

Absent  a  cut  in  capital  gains  and  payroll  taxes,  the 
recovery  won't  match  the  vigor  of  the  early  1980s,  but  it 
sure  will  be  better  than  what  we've  had  in  recent  months. 


WHAT,  THEN,  WILL  HAPPEN  TO  THE  STOCK  MARKET? 

As  THE  BAD  NEWS  of  the  first  quarter  comes  out  and  is  for  Mexico  and  for  the  world  trade  talks  (the  so-called 
digested  and  the  economy  picks  up,  the  stock  market  will  Uruguay  Round).  Second,  Congress'  passing  growth- 
stall  and  fall,  having  already  anticipated  the  turn.  oriented  tax  cuts.  Otherwise,  the  Dow  Jones  industrial 
What  would  kick  it  up  again?  First,  Administration  average  (pretending  that  it  reflects  the  market)  will  have  a 
success  in  pushing  through  its  free-trade  legislation  both  hard  time  staying  above  3000,  much  less  breaching  4000. 

BEFORE  YOU  TAKE  WHAT  I  SAY,  OR  ANYONE  ELSE  SAYS,  TOO  SERIOUSLY 

ponder  this  question  from  Robert  Half,  founder  of  Robert  Half 
International:  "If  economists  predicted  the  weather  and  weather 
forecasters  predicted  the  economy,  would  we  be  any  worse  off?" 

SEEING  THE  LIGHT 

Not  since  St.  Paul  was  on  the  road  to  Damascus  has  listeners  that  his  conversion  was  more  than  a  campaign 
there  been  a  conversion  quite  as  dramatic  as  that  of  tactic.  Denationalization  is  a  top  priority.  He  sees  gov- 
Jamaica's  Prime  Minister  Michael  Manley  from  devout      ernment  now  as  a  "catalyst  and  enabler"  in  creating  an 

atmosphere    where    en- 
?  trepreneurs  can  flourish. 


socialist  to  devoted  free 
enterpriser.  American 
business  should  recog- 
nize that  there  is  truly  a 
new  day  in  Jamaica.  This 
Caribbean  island  could 
be  a  harbinger  for  other 
developing  countries. 

In  the  1970s  the  Ja- 
maican Prime  Minister 
nationalized  businesses, 
closelv   associated    him- 


From  Castro  to  Bush:  Manley's  long  march  to  enlightenment 


He  vigorously  supports 
lowering  trade  barriers, 
regarding  the  Mexican 
free -trade  talks  as  criti- 
cal for  Jamaica's  long- 
term  future. 

Manley's  change 

came  from  hard  experi- 
ence, not  classroom  the- 


ory. When  he  was  first 

self  with  Kidel  Castro  and  regularly  indulged  in  anti-  in  office,  he  says,  "We  got  social  justice,  but  the  econo- 

U.S.  rhetoric.  In   1980  the  Jamaican  economy  was  a  my  didn't  grow.  Without  economic  development,"  he 

shambles,  and  voters  tossed  Manley  out  after  eight  years  emphasizes  again  and  again,  "nothing  else  works." 

in  office.  But  in  1989  he  was  back  again  in  the  Prime  Jamaica,  like  many  newly  independent  countries,  had 

Minister's  residence.  This  time  he  won  by  singing  a  a  baleful  colonial  inheritance:  a  strong  centralized  gov- 

very  different  tune,  a  capitalist  one.  ernment  and  economy.   Centralization   became  de  ri- 

On  a  recent  trip  to  the  U.S.,  Manley  made  it  clear  to  gueur  among  colonial  administrators  in  the  1940s.  Em- 
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phasis  on  the  state  not  only  impeded  the  economy  but  istrators  did.  Only  now  are  these  countries  beginning  to 
left  existing  machinery  to  new  leaders  who  believed  in  shuck  off"  the  stratified  social  and  economic  systems  they 
socialism  even  more  than  their  former  European  admin-      inherited.  Manley  is  leading  the  way. 


BOOK 

Kitty  Kellevs  "biography"  is  a  lengthy,  malignant, 
malicious  assault  on  the  former  First  Lady  that  is  to 
truth  what  disease  is  to  health.  Not  even  Eleanor 
Roosevelt,  who  was  intensely  hated  in  certain  circles, 
was  victimized  in  print  like  this. 

A  New  York  Times  editorial  apdy  attacked  this  overpub- 
licized  pool  of  poison:  "[Readers  will]  learn  that  there's  no 


RAPE 

speaker  more  forthright  than  the  one  who  hides  behind 
anonymity.  Or  who's  quoting  the  dead.  Or  who  knows 
that  no  denial  will  be  issued  because  what's  said  doesn't 
deserve  a  reply  .  .  .  truly,  nobody  deserves  this." 

In  fact,  Mrs.  Reagan  contributed  positively  to  her  hus- 
band's career  and  to  the  well-being  of  the  nation.  But 
that  story,  sadly,  must  await  another  day. 


TOO  BAD  YOU  CAN'T  SELL  INTERNATIONAL  LEADERS  SHORT 

the  way  you  can  stocks.  Prime  candidates  would  be  King  Iraq  invasion.  He  seems  more  interested  in  room  service 

Hussein,  Saddam  Hussein  and  the  Emir  of  Kuwait.  than  in  governing.  Because  of  his  countrymen's  disgust, 

Jordan's  ruler  has  survived  because  he's  been  a  conve-  he  will  soon  abdicate, 
nient  buffer  between  Israel  and  its  hard-core  enemies.  Sadistic  Saddam  will  be  done  in  by  a  treacherous 

Now  that  he  is  aligned  so  closely  with  the  Palestinians  and  sycophant   as   his   fellow  gangsters   realize   that,   even 

his  namesake  in  Iraq,  is  it  so  important  for  Israel  to  try  to  though  the  rebellions  have  been  murderously  suppressed, 

keep  him  on  his  throne?  The  question  implies  the  answer,  the  country  is  in  total  ruin  and  no  reconstruction  will  be 

The  Emir's  performance  has  been  dreadful  since  the  possible  until  their  leader  is  out. 

PERFECT  PITCH  BY  SANDERSON 

Yankee  Hurler  Scott  Sanderson  refuses  to  give  inter- 
views in  the  locker  room  if  female  reporters  are  present. 
Instead,  he  talks  to  all  reporters  outside  the  clubhouse. 
Says  he,  "I  don't  believe  women  belong  where  men  are 
dressing  and  I  don't  believe  men  belong  where  women 
are  dressing." 

Amen.  Why  not  common  sense  and  decency?  Why  not 
bar  all  reporters  from  dressing  rooms?  Why  not  desig- 
nate a  certain  area  outside  the  dressing  area  where  play- 
ers can  be  interviewed  by  the  media?  That  gives  everyone 
equal  access  without  violating  anyone's  privacy. 

Are  sports  pooh-bahs  capable  of  decreeing  anything 
so  sensible? 

ONE-MAN  UNIVERSITY 


PILGRIMAGE 

F 


LJS 


Pilgrimage — by  James  A.  Michener  (Rodale  Press, 
$14.95).  A  short,  moving  memoir  of  Michener's  visit  to 
Poland  and  Rome  in  1988.  Both  Poland  and  the  Catholic 
Church  had  a  special  impact  on  this  man,  who  knows  more 

about  more  people,  countries  and  cultures  than     

just  about  anyone.  His  trip  to  Warsaw  was,  in 
effect,  a  mea  culpa  by  the  tottering  communist 
government,  which  recognized  it  had  made  a 
mistake  when  it  had  denounced  his  novel  on 
that  country  several  years  before.  The  trip  to 
Rome  awoke  in  Michener  a  spiritual  side  he 
clearly  was  not  comfortable  grappling  with. 

Michener  himself  is  a  superb  personal  model 
for  what  today's  "politically  correct"  colleges 
and  universities  are  not  and  should  be.  He  does 
deep  research  for  the  books  he  writes;  he  genu- 
inely appreciates  diversity;  he  does  not  gloss  over  people's 
flaws  nor  does  he  pamper  their  vanities;  he  likes  vigorous 
debate  and  isn't  afraid  to  change  his  mind;  his  curiosity  is 
keen  and  undiminished;  he  is  honest;  he  knows  how  to 
express  himself  with  clarity. 
Excerpt:   [The  Pope]  rebuked  me  for  something  I  said 


J 


a^McmoMof 

James  A, 


iwAi.HHirt-W** 


about  the  present  dictator,  General  Wojciech  Jaruzelski.  I 
made  bold  to  explain  my  point:  "In  the  late  summer  and 
early  autumn  of  1981  I  traveled  to  almost  every  corner  of 
Poland,  and  wherever  I  went  I  found  the  hotels  and 
restaurants  with  almost  no  food  fandj  no  goods 
in  the  stores.  I  saw  real  poverty.  Poland  was 
ready  to  explode,  and  I  left  during  the  second 
week  in  October  fully  expecting  the  Russian 
tanks  to  be  in  Warsaw  before  Christmas.  That 
this  did  not  happen  was  a  miracle,  and  I /five 
thanks."  He  looked  at  me  harshly.  I  continued: 
iKSo  in  the  years  that  followed,  I  never  spoke 
poorly  of  Jaruzelski,  for  although  I  was  aware 
of  the  wrong  things  he  had  done,  I  was  also 
aware  of  what  the  alternative  could  hare  hcot, 
and  I  was  grateful  that  both  Russia  and  Po- 
land drew  back  from  what  would  surely  have  proved  a 
bloody  confrontation,  worse  than  Hnngaiy.  ..." 

He  said  nothing  but  I  had  the  feeling  that  there  was 
much  he  might  have  wanted  to  say.  When  he  spoke  again,  he 
surprised  us  all:  "/  welcome  you  to  my  private  mass  at  seven 
tomorrow  morning,  here  in  the  Vatican.  "  WM 
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A  NEW 47  DOOR 
FROM  STERLING. 


Ijyour  idea  of  a  house  in  the  country  happens  to  be  in 
the  country  of  England,  we  have  a  proposition  for  you. 

Should  you,  between  now  and  June  30,  be  the  first  to 
find  a  car  for  a  manufacturer's  suggested  retail  price  of 
$28,S00  or  less  with  all  the  standard features  of  a  1991 
Sterling  82  7SL,  we'll  buy  you  a  British  estate. 

Worth  at  least  two  million  dollars. 

Simply  because  there's  no  better  way  to  demonstrate  the 


extraordinary  abundance  of  features,  luxuries,  amenities 
and  conveniences  built  into  every  Sterling. 

All  you  have  to  do  to  get  started  is  visit  a  Sterling  dealer 
for  a  test  drive  and  an  official  check  list. 

We  know  you  won't  find  another  impeccably  polished 
British  road  car  in  Sterling's  class.  And  frankly,  we  don't 
expect  you'll  find  a  car  that  qual'fiesfor  this  offer  either. 
In  fact,  we're  betting  the  house  on  it. 


FIND  ANOTHER  CAR  FOR  $28,500  OR  LESS  WITH  ALL  OF  THIS.  AND  WELL  BUY  YOU  A  HOUSE. 


□  Anti-theft  alarm  system 
O  Anti-lock  brakes 

□  4-speed  electronic 
automatic  transmission 

□  4-position  memory  seat 
D  Remote  keyless  entry 

□  Connolly  leather  seat  facings 

□  Multi-function  trip  computer 
D  4-wheel  disc  brakes 

a  V-6  160  B.H.P.  Engine 

□  Front  wheel  drive 


D  Central  locking 

D  Variable  intermittent  wipers 

D  Tilt  steering  column 

D  Map  reading  lights 

D  Rear  reading  lights 

D  Cruise  control 

D  Curbside  illumination 

O  Front  &_rear  armrests 

D  Digital  clock 

D  Tachometer 

D  Tmtedglass 


D  8-way  power  front  seats 

□  Power  lumbar  supports 

□  Speed  sensitive  power  steering 

□  Rear  window  defogger 

D  Exterior  thermometer  ^freeze  alert 

□  Leather-wrapped  steering  wheel 

□  Heated  power  mirrors  with  memory 

□  Burl  walnut  trim 

D  Remote  trunk  and  fuel  flap  release 

□  Halogen  headlamps 


□  V  rated  tires 

D  Power  tilt  glass  sunroof 

□  8-speaker,  80  watt  sound  system 
D  Alloy  wheels 

D  Motorized  front  seat  bells 

□  Four  doors 

D  Heated  front  seats 

□  Power  windows 

□  Air  conditioning  &_automatic 
climate  control 


STERLING  TROVER 

FOR  THE  NAME  OF  A  DEALER  NEAR  YOU  CALL  1-800-45  ROVER 


Offer  apflr,  only  w  1991  model  far  *<fao»  xdoni  cenfie d i_offered  for  Uiialeby  comfeimg  manufacturer,  a,  of  IA<J9I  Claims  <ra  be  based  on  1991  Sterling  S11SL  specified  standard  fount,  sXMStt  oftbat  date  Including  o/w.oni.  tares,  license,  registration,  msutonce  ^destination 
thorges,  See  parttcpaung  dealer  far  usecificaaans  ^further  details  Horn,  shown,  or  on  of  equal  ralue  (limited  to  SI  S  miliar,)  mill  be  awarded  as  rs.  Winner  responsible for  oil  loin.  Offer  limited  to  first  nlid  claim  reread  berween  t/MI  ond  tVIOfitl  (were  confiden.   not  crazy') 
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BLOCKBUSTER 

ENTERTAINMENT 


"BLOCKBUSTER  Entertainment 
started  in  1985  with  1  store.  Today, 
we  have  over  1590  stores  in  146 
markets,  including  the  U.S.,  Canada, 
Guam,  and  the  U.K.  We're  opening, 
on  average,  a  store  a  day  —  while 
maintaining  a  growing  database  on 
more  than  18  million  members. 
And  systems  from  Digital  in  each 
store  help  our  managers  control 
every  aspect  of  their  business. 

"Digital's  Network  Application 
Support  (NAS)  products  allow  us 
to  share  information  easily  between 
individual  stores  and  our  head- 
quarters. So  although  each  store 
operates  autonomously,  we  can 
control  the  quality  of  the  film  and 
titles  offered  to  ensure  consistent 
service.  That's  what's  made  us 
America's  Family  Video  Store. 

"We've  also  seen  Digital  flex  as 
necessary  to  meet  our  needs.  Their 
customized  support  services  — 
including  site  preparation,  systems 
staging,  and  overnight  installation  — 
have  been  crucial  to  our  rapid 
expansion.  Their  sales  and  support 
are  open  to  doing  what  it  takes  to 
keep  this  great  machine  growing." 

Digital's  services  have  the 
flexibility  to  respond,  quickly  and 
appropriately,  to  the  needs  of  your 
business.  To  help  you  control  the 
quality  and  consistency  of  your 
operation.  And  NAS  opens  new 
ways  for  you  to  gain  a  competitive 
advantage. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129 
Parker  Street,  K29,  Maynard, 
MA  01754-2198.  Or  call  your 
local  Digital 
sales  office. 
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Other  Comments 


Power  to  the  People 

Wk  describe  Saddam  as  "worse  than 
Hitler,"  but  apparently  the  State  De- 
partment prefers  Hitler  to  a  Kurdish 
republic  in  the  north  and  a  Shiite 
republic  in  the  south. 

What  was  the  war  all  about? 
-Patrick  J.  Buchanan, 
New  York  Post 

Americans  know  what  they  think  of 
themselves  and  their  country,  and 
they  know  that  what  they  are  seeing 
in  the  mountain  passes  of  northern 
Iraq  does  not  compute.  Would-be 
practitioners  of  realpolitik  should  by 
now  recognize  that  the  ultimate  dip- 
lomatic and  military  power  lies  in  the 
support  of  their  own  people. 
-Wall  Street  Journal  editorial 

Battalions  of  Freedom 

Joseph  Stalin  had  once  asked  con- 
temptuously, when  told  that  a  for- 
mer pope  had  spoken  out  against 
Soviet  tyrannies,  "How  many  bat- 
talions does  the  pope  have?"  How 
overjoyed  Pope  John  Paul  II  must 
have  been  to  watch  as  his  religion 
reestablished  itself  in  his  homeland, 
Poland,  and  in  the  neighboring  na- 
tions that  he  knew  so  well.  He  led 
no  armed  battalions,  but  he  did  lead 
a  powerful  aggregation  of  ordinary 
citizens   who    longed    for   freedom 


and  who  recovered  it. 
-James  A.  Michener, 

Pilgrimage,  A  Memoir  of 

Poland  &  Rome 

Votes  with  the  Nays 

A  not  too- reliable  report  in  the  Irish 
press  stated  that  a  horse  had  been 
elected  to  the  British  House  of  Lords. 
"This  is  the  first  time  in  history," 
editorialized  the  paper,  "that  Parlia- 
ment has  seated  an  entire  horse!" 
-Jors  of  Irish  Humor, 
by  Henry  D.  Spalding 

Sullied  Media 

The  press  should  have  proceeded 
very  cautiously  and  with  a  great  deal 
of  skepticism  [re  the  Kelley  book]. 
[Some  papers]  accepted  at  face  value 
an  obscurely  sourced  account  of  a 
person's  private  life  that  they  never 
would  have  published  on  their  own 
authority'.  But  anyone  who  thinks 
that  Kitty  Kelley  has  damaged  the 
reputation  of  the  Reagans  has  it 
wrong.  It's  the  press  that's  been 
soiled  by  this  affair. 
-by  Richard  Cohen, 
Washington  Post 

There's  something  odd  about  exco- 
riating sleazy  Reaganite  greed  after 
being  paid  $4  million  to  retail  unveri- 
fiable  allegations  about  private  lives. 
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Kelley's  voluptuous  accounts  of  Nan- 
cy's physical  refurbishings  are  like- 
wise hard  to  credit.  Old  Man  Time's 
chariot  has  clearly  dealt  a  few  mean 
brushbacks  to  the  once  perky  and 
petite  Ms.  Kelley,  too,  who  looks  like 
an  ice  cream  cone  trying  not  to  melt. 
In  accounts  of  her  early  lire  Nancy 
is  blasted  for  her  neanderthal,  right- 
wing  politics;  when  she  gets  to  the 
White  House  she  is  blasted  for  sub- 
verting the  President's  conservatism 
with  her  own  liberal  agenda.  On  one 
page,  Kitty  highlights  Nancy's  faith- 
lessness by  recounting  her  attempts 
in  the  White  House  to  snub  old  Cali- 
fornia pals;  a  few  pages  later,  her 
domineering  nature  shows  through 
when  she  insists  on  inviting  her  old 
California  pals  to  her  daughter's 
wedding.  Whatever,  Kitty  shrugs. 
-by  Andrew  Ferguson, 
Wall  Street  Journal 


The  difference  between  a 
mountain  and  a  molehill 
is  your  perspective. 
-Ai.  Neuharth, 
Confessions  of  a  n  S.  O.  B. 


Tax  Deduction 

A  in  u  i  BOY  who  wanted  $100  very 
badly  prayed  for  two  weeks  but  noth- 
ing happened.  Then  he  decided  to 
write  God  a  letter  requesting  $100. 
When  the  postal  authorities  received 
the  letter  to  God,  U.S.A.,  they  decid 
ed  to  send  it  to  President  Bush.  The 
President  was  so  touched  and  amused 
that  he  instructed  his  secretary  to  send 
the  boy  a  $5  bill.  Mr.  Bush  thought 
that  would  appear  to  be  a  great  deal  of 
money  to  the  youngster. 

The  little  boy  immediately  sat 
down  to  write  a  "thank  you  note"  to 
God  which  read:  "Dear  Ciod:  Thank 
you  so  much  for  sending  me  the 
money.  However,  I  noticed  that  for 
some  reason  you  had  to  send  it 
through  Washington,  D.C.  M\d 
those  b  s  deducted  $95!" 

-"JAB'S  Gab,"  Hi  NTOh  <  'OUNTT 
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Who  ever  said 
sequels  aren't  as  good 


as  the  original? 
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No  matter  which  of  the  five  Fairmont  Hotels  you 
visit,  you'll  find  that  each  is  a  star  in  its  own  right. 
As  a  business  traveler,  you'll  appreciate  the 
numerous  amenities  we  provide  for  your 
comfort  and  convenience,  including  dual- 
line  phones,  PC  dataports,  voice  mail  and 
more.  In  addition,  if  you  join  our  President's  Club, 


your  complimentary  membership  entitles  you  to  free 
suite  upgrades  and  guaranteed  room  reservations, 
as  well  as  special  gifts  and  services.  Above  all, 
every  Fairmont  offers  you  the  opportunity 
to  experience  world  renowned  luxury 
and  service  at  a  very  affordable  price.  It's 
what  you  might  call  our  feature  attraction. 


THE   FAIRMONT   HOTELS 

For  reservations,  or  to  enroll  in  our  President's  Club,  call  your  travel  agent  or  The  Fairmont  at  1-800-527-4727. 

President's  Club  benefits  apply  at  the  published  National  Corporate  or  weekday/weekend  rack  rates.  Complete  terms  and  conditions  will  be  sent  to  you 
with  membership  credentials  Rates  subject  to  availability.  Not  applicable  to  groups  or  conventions.  Tax  not  included. 
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Busy.  Busy.  Busy.  It  can  be  one  of  the  most  frustrating  sounds  you'll  ever  hear. 
Especially  when  you  have  to  get  a  message  to  someone.  And  you  don't  have  time  to  call  bad 

What  can  you  do?  Simple.  Reach  for  an  AT&T  Card.  It  can  give  you  instant  access  to  the 
AT&T  Message  Service.  The  rest  is  easy.  AT&T  Message  Service  will  record  your  message.  And 
keep  sending  it  until  it  gets  through.  -  i  -■   •  j  i  * 

For  up  to  four  hours.  It's  just  another     ||1d  Oil  tt~\   tw^f*  f*£lfYl* 
one  of  the  innovative  services  XL^  CU1  111  Ll  1C  x^CU  vl* 
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available  to  those  who  carry  the  AT&T  Calling  Card,  the  AT&T  Corporate 
Calling  Card,  or  the  AT&T  Universal  Card. 

For  more  information  on  all  the  things  our  cards  can  do  for  you, 
call  1  800  222-0300  Ext.  289.  From  voice 
messaging  to  on-line  language  interpreta-         ^~— 
tion,  no  one  has  more  ways  to  help  you  on     £E 
the  road  than  AT&T.  -       — 


AT&T 
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In  1995;  Mightened  Business  Executives 

WillTravel  AtNearlyThe  Speed  Of  Sound 

But  Only  IfHiey  ChooseTo  ActTbday. 


In  just  a  few  years,  you  can  board  a 
business  jet  that  is  light  years  ahead  of 
any  other.  In  performance.  In  efficiency. 
And  in  overall  value. 

That  jet  is  the  all  new  Cessna 
CitationX("Ten"). 

And  companies  with  the  foresight 
to  purchase  this  aircraft  today  will 
have  the  means  to  be  the  pacesetters 
of  the  future. 

Simply  stated,  the  Citation  X  is  the 
fastest  business  jet  you  can  buy. 

It  flies  at  speeds  of  up  to  Mach .  9  - 
just  one-tenth  of  a  point  from  the 
speed  of  sound.  In  more  conventional 
terms,  that's  nearly  600  mph.  An 
accomplishment  never  before  realized 
by  any  business  or  commercial  jet, 
except  the  supersonic  Concorde. 

The  Citation  X  can  take  you  and 
your  associates  from  Los  Angeles  to 
New  York  in  just  four  hours,  or  New 


York  to  London  in  under  seven  hours. 

But  the  Citation  X's  achievements 
aren't  limited  to  its  remarkable  speed. 

Its  elegant  executive  cabin  is  the 
largest  ever  offered  in  a  Citation.  Nearly 
six  feet  of  stand-up  height  extends  from 
the  galley  to  the  spacious  aft  lavatory 
and  dressing  area. 

And  for  all  its  speed  and  size,  the 
Citation  X  is  incredibly  efficient.  Capa- 
ble of  saving  you  more  than  $400,000 
in  annual  fuel  costs  alone  when  com- 
pared to  the  Gulfstream  II,  for  example* 

Yet  at  just  $  1 1 .85  million  fully 
equipped,  the  Citation  X  is  about  half 
the  cost  of  larger,  slower,  less  efficient 
alternatives.  The  price  includes  a  digital 
avionics  package  more  advanced  than 
on  the  flight  deck  of  most  airliners.  The 
only  item  not  covered  in  this  figure  is 
the  interior  -  so  you  may  furnish  your 
aircraft  to  suit  your  particular  tastes. 


The  development  of  the  Citation  X  is 
right  on  schedule  -  with  first  flight  slated 
for  1993,  and  first  deliveries  by  1995. 
To  learn  more,  call  1-800-4-CESSNA. 
Or  write  to  Senior  Vice  President 
Roy  H.  Norris  at  Citation  Marketing, 
Cessna  Aircraft  Company,  P.O.  Box 
7706,  Wichita,  KS  67277. 

•Bascdon  atirtaJ  nt  287.51  H>  milrs  tlown  by  b«th  airv  rah.  with  tui-l  Jt  S2  So  jx-t  gallon 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


CHANGES  IN  JAPAN-LESSONS  FOR  THE  U.S.      (^ 

Japan,  which  has  been  changing  since  it  opened  itself  to  that,  by  the  end  of  the  century,  the  population  of  the  best 

the  rest  of  the  world,  is  still  changing  and  in  ways  that  markets  in  Asia  will  be  double  that  of  the  European 

underline  daily  how  important  it  is  for  us  to  know  far  Community — and  that  does  not  include  China, 

more  than  we  do  about  this  economic  giant  of  the  Pacific.  If  present  trends  continue,  Japan  will  become  the 

When  Forbes  Vice  Chairman  Christopher  Forbes  and  I  dominant  investor  in  the  whole  Southeast  Asian  region, 

were  there  in  late  March,  we  saw  much  evidence  of  these  One  statistic  is  symbolic:  In  the  Seventies,  according  to 

changes.  Japan's  investment  abroad  is  being  sharply  cur-  the  Wall  Street  Journal,  the  U.S.  investment  in  Thailand 

tailed,  with  purchases  of  foreign  commercial  paper  cut  was  double  Japan's.  But  in  1989  Japanese  investment  in 

from  $110  billion  in  1989  to  $39  billion  in  1990.  Part  of  Thailand  was  50%  of  the  total  foreign  investment  there, 

this  decline  may  be  temporary.  But  there  is  a  feeling  among  while  the  U.S.'  was  only  14%.  There  is  a  two-pronged 


bankers  that,  amid  a  sharply  reduced 
domestic  demand  in  the  last  quarter 
of  the  year,  Japan  sees  the  need  to 
bring  some  of  its  money  home. 

Although  the  country's  GNP  in- 
creased only  0.5%  in  the  last  quarter,  it 
rose  a  healthy  5.6%  for  the  full  year  of 
1990.  Japan's  bankers  are  watching 
for  1991's  first-quarter  figures:  If  do- 
mestic demand  is  down  for  a  second 

consecutive  quarter  and  the  GNP  fails  -  Weinberger  and  Kaku:  Look  to  the  family. 
to  show  its  usual  strength,  there  will 


lesson  for  U.S.  business  in  all  this: 
First,  severe  reductions  in  Japan's  in- 
vestment in  the  U.S.  will  hurt  our 
economy;  and  second,  we  still  do  not 
have  enough  companies  or  business- 
men sufficiently  interested  in  the 
great  opportunities  in  foreign  trade 
and  overseas  markets. 

Among  other  things,  we  need  a 
major  improvement  in  our  schools  to 
equip  Americans  to  compete  globally 
with  our  far  more  active  rivals  in 


M 


be  increasing  demands  for  a  cut  in  the  official  discount  Japan  and  elsewhere.  As  it  is,  far  too  many  of  us  merely 

rate,  the  standard  remedy  to  keep  the  economy  growing,  watch  the  various  statistics  unravel  in  Japan's  favor  and 

There  is  not  likely  to  be  any  reduction  in  real  estate  read  of  possible  strong  competition  from  the  European 

values  in  the  immediate  future.  There  is  a  commercial  common  market.  Our  reaction  then  is  to  demand  more 

vacancy  rate  in  Tokyo  of  only  0.3%,  compared  with  a  rate  protectionist  measures  instead  of  improving  our  product 

of  close  to  20%  in  Manhattan.  quality,  studying  the  wants  of  foreign  markets  and  trying 

Another  change  is  bound  to  flow  from  the  major  to  emulate  the  winning  tactics  of  our  competitors, 
privatization  efforts  now  under  way.  The  sale  of  Nippon         Another  change,  with  huge  implications  for  the  future, 

Telegraph  &  Telephone,  which  has  not  gone  well  (the  is  the  growing  acceptance  by  the  Japanese  of  worldwide 

stock  price  of  NTT  is  now  below  the  initial  cost  of  the  obligations  and  responsibilities.  The  government's  for- 

shares),  has  not  deterred  the  government  from  planning  eign  aid  program  is  growing,  and  some  of  Japan's  giant 

to  liquidate  its  ownership  of  two  operating  companies  of  corporations,  such  as  Canon,  are  devoting  increasing 

Japan  Railways.  Next  on  the  block  is  thought  to  be  Japan  resources  to  global  environmental  and  social  issues. 
Tobacco,  a  huge  government  monopoly  that  is  at  least  Canon  Chairman  Ryuzaburo  Kaku  told  us  he  believes 

partly  responsible  for  the  continued  high  consumption  of  the  surest  path  to  world  peace  is  to  apply  the  ancient 

cigarettes — far  higher  per  capita  than  in  the  U.S.  Japanese  policy  of  strengthening  the  family  worldwide 

The  capital  being  brought  home  to  Japan  may  well  find  through  global  cooperation  and  to  harmonize  technology 

itself  going  more  to  Asia  than  adding  to  the  large  invest-  with  the  environment  by  working  with  "the  three  E's — 

ments  in  the  U.S.  In  the  past  two  years  Japan  has  invested  energy,  ecology'  and  the  environment."  He  believes  that 

$  1 0  billion  in  the  five  leading  economies  of  Southeast  the  more  corporate  time  and  resources  devoted  to  secur- 

Asia,  and  more  than  $2  billion  in  Taiwan  and  South  ing  these  goals,  the  more  global  coexistence  and  coopera- 

Korea.  That  is  still  only  about  a  fifth  of  Japan's  total  tion  can  substitute  for  war — even  as  such  policies  benefit 

overseas  investments,  but  Japan  is  mindful  of  the  fact  corporations,  as  they  have  Canon.  0B 
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CELLINI: 

WHERE  TIME  IS  ART 

The  new  Rolex  Benvenuto  Cellini  Collection  of  dress  watches  was 
inspired  by  Renaissance  sculptor  and  goldsmith,  Benvenuto 
Cellini.  Handcrafted  by  the  master  watchmakers  of  Rolex,  the  soft 
silhouette  of  the  case  highlights  the  warm  glow  of  18  kt.  gold. 
Three  elegant  bracelet  styles,  all  handmade,  accent  the  pure, 
simple  lines  of  the  thin  case.  Two  bracelets  "Damier"on  the  left 
and  "Milanese"  on  the  right  are  wrought  from  18  kt.  gold.  The 
center  watch  features  a  deluxe  leather  strap.  Protecting  each 
Rolex  movement  is  a  scratch-resistant  synthetic  sapphire  crystal. 
In  three  sizes  and  a  choice  of  dials,  the  new  Rolex  Cellini 
Collection  revives  the  art  of  the  Renaissance. 

Only  at  your  Official  Rolex  Jeweler. 
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Design  Patent  Pending  Watcn«s  are  enlarged  to  show  detail 


WHAT'S  AHEAD  FOR  BUSIHESS 


EDITED  DY  HOWARD  DANKS 


Defense  spending  is  headed  way  down 


At  first  blush  it  looks  much  like  business  as 
usual  in  the  defense-industrial  complex.  The 
Army  got  its  new  light  helicopter  program 
($30  billion  for  1,300  of  them).  Then  the  Air 
Force  got  its  Advanced  Tactical  Fighter  ($90 
billion  in  1991  dollars,  but  for  650  planes,  not 
690,  because  costs  have  risen). 

This  leads  to  the  thought  that  at  some 
point — in  1995,  say — the  Pentagon  will  revert 
to  type.  That  is,  before  these  programs  are  put 
into  full  production,  delivery  dates  will  be 
stretched,  production  rates  reduced  and  the 
total  number  of  tanks,  missiles,  ships  or  planes 
cut — even  though  this  will  inevitably  sharply 
hike  the  unit  cost  of  the  program. 

Textron's  Geoffrey  K.  Bentley,  one  of  the 
defense  industry's  leading  budget  analysts,  dis- 
agrees with  this  skeptical  line  of  thought. 
Bendey  argues  that  the  launch  of  the  new  pro- 
grams is  merely  disguising  what  is  in  fact  the 
beginning  of  a  serious,  and  seemingly  perma- 


nent, decline  in  defense  spending.  He  notes 
that  the  A- 12,  the  Navy's  stealthy  attack  plane, 
was  canceled  because  it  didn't  work,  but  its 
demise  has  had  a  huge  budget  impact.  So  has 
limiting  the  Trident  program  to  18  subma- 
rines (at  $1 .6  billion  each)  and  ending  the  Tacit 
Rainbow  antiradar  missile  program.  In  fact, 
over  60  other  programs  have  already  been 
scrubbed. 

Bendey  notes  some  other  changes  already 
apparent  over  the  past  12  months.  The  Navy  was 
riding  high;  now  it  is  the  Air  Force  and  sdi, 
which  share  51%  of  total  defense  procurement 
and  research  and  development  budgets,  up 
from  42%  a  year  ago.  But  Department  of  De- 
fense r&d  spending  in  total  is  declining.  In  the 
1960s  it  accounted  for  40%  of  total  national 
r&d;  today  just  24%.  And  military  spending 
on  pure  research  (an  area  where  defense  has  led 
nationally)  has  declined  by  almost  20%  in  real, 
inflation-adjusted  terms  since  1983. 


Industry  has  yet  to  begin  to  adapt  to  a  leaner,  meaner  world 


Another  thing  is  clear,  too,  says  Bendey. 
Although  defense  contractors  have  announced 
layoffs,  we  have  yet  to  see  the  long- anticipated 
decline  in  the  number  of  major  contractors.  It 
has  been  said,  certainly  with  some  hyperbole, 
that  the  losers  in  the  contest  for  the  light  heli- 
copter contract  (Bell  and  McDonnell  Doug- 
las) will  never  sell  a  new  chopper  program  to  the 
Army.  And  it's  a  fair  guess  that  probably  more 
than  one  contractor  involved  in  the  atf  contract 
will  merge,  go  broke  or  in  some  other  way 


disappear.  But  it  is  impossible  to  guess  whether 
it  will  be  one  of  the  winners  (Lockheed, 
Boeing  and  General  Dynamics)  or  a  loser  (Nor- 
throp and  McDonnell  Douglas). 

This  environment  presents  a  new  challenge 
to  contractors,  says  B.  Dan  Pinick,  president  of 
Boeing's  defense  and  space  group.  "We  are 
going  to  have  to  learn  to  be  profitable  with  a 
much  slower  rate  of  production,  and  one  that 
will  vary  considerably  year  by  year,"  he  says. 
(For  Boeing's  strategy,  see  p.  38.) 


The  rearview  mirror  that  stole  Christmas 


The  present  economic  downturn  began 
last  fall  when  consumers  (who  account  for  two- 
thirds  of  the  economy)  got  sufficiently  con- 
cerned by  talk  of  recession  and  the  Gulf  war  to 
stop  spending.  Despite  the  war's  end,  Ameri- 
cans are  mostly  still  sitting  on  their  wallets, 
though  the  official  statistics  may  have  been 
overly  pessimistic  about  retail  sales  so  far  this 
year,  which  were  reported  as  dropping  an  un- 
expectedly large  0.8%  in  March. 

When  will  the  spending  resume  and  by  how 
much?  It's  important  to  the  economy  and  more 
important  to  retailers,  who  have  already  had  to 
place  their  long-term  orders  for  the  far  ahead 
Christmas  buying  season.  Our  Midwest  Bu- 
reau asked  several  retailers  and  heard  cautiously 
optimistic  guesses  ranging  from  sales  remain- 
ing flat  to  those  anticipating  an  increase  of  3%  to 
6%  this  year  over  last.  Improvement  in  sales 


will  not  come  until  the  third  and  fourth  quar- 
ters. Robert  Gill,  vice  chairman  at  J.C.  Penney 
(where  sales  plunged  9.6%  in  March),  expects 
industry  volume  in  items  like  clothing  to  rise 
3%  in  the  third  quarter,  and  as  much  as  6%  in  the 
fourth,  after  a  weak  first  half. 

Important  caveats:  Consumers  are  liquidat- 
ing debt.  And,  says  Lee  Abraham,  chairman  of 
Associated  Merchandising  Corp.  (which  acts 
as  buyer  for  52  retail  companies),  customers 
now  tend  to  buy  what  they  need,  as  opposed 
to  what  they  want. 

It  will  probably  take  a  much  better  than 
expected  Christmas  to  set  orders  flying  again. 
"Retailers  plan  their  year  by  looking  in  the 
rearview  mirror,"  warns  Carl  Steidtmann,  econ- 
omist at  Management  Horizons,  the  Price 
Waterhouse  retail  consultant,  "and  when  they 
look  back,  all  they  see  is  wreckage."  m 
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THE  FORBES  INDEX 


BY  TIMOTHY  BODMAH 


The  Forbes  Index  (1967=400) 
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■  The  recession  may  be  losing  its  grip.  For  the  second 
consecutive  month,  new  housing  starts  showed  a  signifi- 
cant increase.  Although  the  March  1991  figure  is  32% 
lower  than  the  March  1990  result,  the  74,000  starts  in 
March  1991  is  the  best  this  sector  has  done  since  last 
November.  (For  a  look  at  building  stocks,  see  p.  140.) 
Another  positive  sign:  a  slowdown  in  new  claims  for 
unemployment  insurance.  Although  the  average  number 
of  new  claims  in  the  month  of  March  was  the  highest  since 
late  1982,  new  claims  were  lower  in  the  first  week  of  April. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

-14.5% 
1.1% 

Index  of  leading  indicators  Feb  vs  Jan 

Dept  of  Commerce 

Trade  balance  12  months  ended  Feb  1991 

Dept  of  Commerce 

-$96  bil 
-0.9% 

All-commodity  producer  price  index  Mar  vs  Feb2 

Dept  of  Labor 

GNP  4th  quarter  vs.  3rd — annualized  growth 
NBER  Experimental  Recession  Probability  Index1 

Dept  of  Commerce 

Natl  Bureau  of  Economic  Research 

-1.6% 
4.0% 

1  U.S. -based  manufacturers,  excludes  Imports,  as 

2  Wholesale  goods.  February  1991. 

of  4/10/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  here. 
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New  housing  starts  (thousands)  privately  owned, 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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seasonally  adjusted  (Federal  Reserve) 
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\\e  caritmake 

the  Accord  any 

easier  to  drive. 

But  our  newlease 
program  can. 


The  Accord  Coupe,  Four-Door  and  Wagon  can  now  be  leased  at  extremely  competitive 
rates.  For  three,  four  or  five  years.  And  you  thought  the  Accord  couldn't  possibly  be  any  easier 
to  drive.  See  your  nearest  Honda  dealer  for  all  the  details.  This  lease  offer  ends  soon. 


HONDA. 


[yj  ©  1991  American  Honda  Motor  ( i)..  Inc.  Offer  available  for  a  limited  time  only. 
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"Look  what  happened  to  U.S.  automakers,"  worries 
Boeing's  Frank  Shrontz.  "Once  you  are  down 
it's  hard  to  catch  up." 

Running  ahead, 
but  running  scared 


By  Howard  Banks 

"There's  complacency  in  this  com- 
pany," complains  Frank  Shrontz,  The 
Boeing  Co.  chairman  and  chief  exec- 
utive officer,  as  he  cajoles  and  bullies 
for  change  and  improved  perfor- 
mance in  what  is  already  one  of  the 
world's  best-managed  companies. 
Complacency?    Last  year   Boeing 


had  record  sales  of  S27.6  billion,  rec- 
ord net  profits  of  SI. 4  billion,  and 
ended  the  year  with  a  $97  billion 
backlog.  But  instead  of  celebrating, 
Shrontz  is  saying,  "It  doesn't  take 
long  to  slip  in  this  business." 

Shrontz  is   thinking  of  the   risks 
involved  in  the  three  to  four  years' 


lead  time  for  a  new  airliner  project, 
and  the  bet- the -company  upfront  in- 
vestment: $5  billion  or  so  for  the  new 
375-to-400-seat  long-range  777 . 
He's  also  thinking  of  the  hair-thin 
margins  and  potential  for  losses  on 
military  projects,  and  of  the  fumbles 
that  shook  Boeing  in  the  mid-1980s 


Frank  Shrontz,  Boeing's  chairman  and  chief  executive 

Every  new  airliner  involves  an  investment  greater  than  the  company's  net  worth. 
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and  coincided  with  the  management 
changes  that  put  Shrontz  in  Boeing's 
top  job.  At  that  time  a  series  of  trou- 
bles hit  Boeing's  civil  and  military 
operations  simultaneously. 

The  military  operation,  around 
21%  of  total  sales  last  year,  has  not  yet 
been  fully  fixed.  In  Boeing's  defense 
and  space  group,  the  military  trans- 
portation division  posted  an  operat- 
ing loss  of  $95  million  in  1988,  $559 
million  in  1989  and  $299  million  last 
year.  Its  missiles  and  space  products 
division  declared  a  loss  of  $119  mil- 
lion in  1990. 

What's  the  problem?  In  the  late 
1970s  and  early  1980s  several  major 
production  contracts,  for  the  Minute- 
man,  the  B-52  and  KC-135,  were 
simultaneously  winding  down.  So  the 
word  went  out  to  Boeing  military 
salesmen  to  be  aggressive  in  bidding 
for  new  business.  The  salespeople 
took  the  message  so  seriously  that 
some  contracts,  like  the  new  Presi- 
dential Air  Force  One  747,  were  way 
underbid.  Others,  such  as  Peace 
Shield,  a  land-based  communica- 
tions, command  and  control  system, 
took  Boeing  into  technology  it  knew 
nothing  about.  The  company  also 
failed  to  grasp  how  risky  were  the 
fixed-price  development  contracts 
then  being  pushed  by  the  Pentagon. 
If  these  led  to  problems,  the  company 
had  to  eat  any  cost  overrun. 

Despite  last  year's  hefty  loss,  the 
problems  at  Boeing's  defense  and 
space  group  now  seem  to  be  under 
control.  In  early  April  Boeing  won  a 
half  share  (with  UTC's  Sikorsky)  in  the 
$30  billion  contract  to  supply  1,300 
light  helicopters  to  the  Army.  And  in 
late  April  it  won  a  one -third  share 
(with  Lockheed  and  General  Dynam- 
ics) in  the  key  $90  billion  (in  1991 
dollars)  competition  to  supply  650 
Advanced'  Tactical  Fighters  to  the 
U.S.  Air  Force. 

Don't  look  for  immediate  profits 
on  these  orders.  The  initial  light  heli- 
copter deal  is  to  build  just  four  proto- 
types under  a  $2.8  billion  develop- 
ment contract.  Full  production  (as- 
suming the«prototypes  are  approved) 
doesn't  start  until  1996.  Boeing  has 
already  invested  around  $220  million 
of  its  own  money  in  the  atf,  as  has 
each  of  its  partners,  but  it  won't  start 
getting  this  back  until  full  production 
begins  in  1996.  Moreover,  it  is  not 


B.  Dan  Pinick,  president  of  the  military  and  space  group 

New  contracts,  like  the  Air  Force's  fighter,  will  help  cut  his  group's  losses. 


clear  how  profitable  the  ATF  business 
will  be  if  a  realistic  cost  of  money  is 
included  in  the  equation.  Still,  the 
worst  is  definitely  behind  Boeing  in 
.the  military  business. 

Boeing's  problems  in  the  commer- 
cial airliner  business  were  of  a  differ- 
ent nature  and  more  easily  fixed.  In 
the  mid-1980s  Boeing's  commercial 
airliner  operation  ( 77%  of  corporate 
sales)  took  on  too  many  new  things  at 
once.  It  experimented  with  propfans 
for  a  new  150-seat  7J7,  and  the  po- 
tential market  evaporated.  It  was  ex- 
panding production  of  existing  air- 
craft, like  the  737  and  757.  And  it 
miscalculated  the  complexity  of  re- 
vamping the  747  into  a  higher-tech- 
nology airplane  when  different  air- 
lines demanded  different  versions.  In 
a  break  with  tradition,  Boeing  was  late 
certifying  this  version,  the  747-400, 
and  late  delivering  the  first  models. 
Some  customers  complained  of  miss- 
ing electrical  connections  and  of  oth- 
er quality  problems. 

Considering  all  this,  it's  not  hard  to 
understand  why  Shrontz  worries 
about  complacency  and  keeps  look- 


ing over  his  shoulder.  "Look  what 
happened  to  U.S.  automakers,"  says 
Shrontz.  "Once  you  are  down  it's 
hard  to  catch  up." 

His  immediate  worry  is  not  the 
Japanese  but  Western  Europe's  Air- 
bus Industrie.  Airbus,  part  state  and 
part  publicly  funded,  aims  for  a  40% 
share  of  the  commercial  jet  market, 
with  no  regard  to  profits.  ("Think 
what  we  could  have  done  with  a 
$10  billion  plus  subsidy,"  muses 
Shrontz.)  Also  on  the  horizon  is  a 
sometime-maybe  threat  from  the  So- 
viet Union's  planemakers  (Forbes, 
Mar.  18),  or  perhaps  from  Japan. 
There's  still  competition  at  home: 
McDonnell  Douglas  is  also  trying  to 
stay  competitive  in  the  civil  business. 

Shrontz  is  responding  to  Boeing's 
challenges  in  various  ways.  Boeing's 
defense  and  space  group,  which  used 
to  be  six  separate  businesses,  has  been 
consolidated  under  President  B.  Dan 
Pinick,  who  has  been  doing  some 
commonsensical  cost  pruning  in  an- 
ticipation of  falling  defense  spending. 
A  survey  found  450  labs,  for  example, 
many  overlapping.  Around  200  have 
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Boeing 


Dean  Thornton,  president  of  the  commercial  group,  in  the  new  777  simulator 
"Even  if  you're  not  scared,  you  should  act  as  though  you  are." 


been  eliminated,  saving  $30  million  a 
year,  he  says.  In  all,  around  5,000 
(mostly  overhead)  jobs  have  been  cut 
in  the  military  side  of  Boeing,  leaving 
a  39,700  work  force. 

The  commercial  airplane  group, 
unlike  the  military  operation,  doesn't 
have  to  worry  about  a  shrinking  mar- 
ket. But  it  has  an  almost  equally 
daunting  task:  managing  success.  For 
example,  Boeing  must  gear  up  for 
future  demand  if  it  is  not  to  lose 
business  to  competitors  in  case  a  new 
surge  of  airline  buying  begins.  But 
nobody  is  sure  how  many  of  today's 
older  jets  will  be  retired.  Some  are 
now  kept  in  service,  but  only  for  peak 
times,  flying  half  as  many  hours  as 
usual.  Eventually  the  high  mainte- 
nance cost  of  older  jets,  plus  upcom- 
ing noise  rules,  will  pension  them  off. 
What's  unclear  is  when. 

Despite  the  airline  downturn,  so  far 
delivery  delays  on  new  planes  have 
been  requested  only  by  USAir  and 
KLM.  With  an  order  backlog  for  1 ,768 


planes,  Dean  D.  Thornton,  president 
of  the  commercial  airplane  group, 
says  some  slack  caused  by  further 
delays  would  in  fact  be  a  help.  "It's 
hard  always  running  right  up  to  the 
red  line." 

Nevertheless,  Boeing  is  increasing 
production  rates  of  all  its  aircraft:  Why 
risk  losing  to  rivals  customers  who  get 
tired  of  waiting?  From  a  current  rate 
of  34  a  month,  production  of  jetliners 
is  being  stepped  up  to  an  overall  41 
aircraft  a  month  by  next  year.  And  the 
company  has  taken  a  risk  in  launching 
its  new  777  twinjet  with  just  one 
customer,  United  Airlines.  Others 
such  as  American  and  All  Nippon 
were  expected  to  come  along,  but 
have  decided  to  wait  and  see.  Airbus  is 
also  competing  for  this  business  with 
its  A330  and  A340s. 

Amidst  all  this  uncertainty,  there  is 
only  one  certainty:  With  Airbus 
breathing  down  its  neck,  Boeing  must 
keep  costs  under  control.  To  this  end, 
a  new  combined  design  engineering 


technique  is  being  used  on  the  777 . 
Using  the  largest  ibm  mainframe  ever 
assembled  for  design  work,  Boeing 
can  now  create  a  three-dimensional 
electronic  prototype.  Much  earlier 
than  before,  this  massive  use  of  com- 
puting power  will  allow  manufactur- 
ing engineers  to  see — almost  literal- 
ly— if  the  design  can  be  made  easily 
and  at  low  cost.  The  savings  on  late 
changes  to  rectify  problems  should  be 
enormous.  For  example,  for  the  767 
there  were  six  times  as  many  drawings 
to  correct  various  flaws  as  for  the 
original  design.  And  note:  The  767 
was  a  design  that  came  in  at  design 
weight,  on  time  and  on  budget. 

Boeing's  profits  this  year  promise 
to  smash  through  last  year's  record 
$1 .4  billion  net,  despite  higher  invest- 
ment in  the  777  program.  Profits  will 
also  get  a  boost  from  the  sale  of 
commuter  airliner  maker  De  Havi- 
land  of  Canada,  which  has  been  losing 
an  estimated  $200  million  a  year  since 
Boeing  acquired  it  in  1 986.  "We  need 
those  profits,"  says  Shrontz,  pointing 
to  the  tremendous  costs  involved  in 
developing  new  planes.  Although 
Boeing  has  almost  no  debt  and  pos- 
sesses more  than  $3  billion  in  cash — 
nearly  $10  a  share — Shrontz  does  not 
want  to  borrow  to  finance  these  pro- 
grams; they  are  too  risky.  Hence,  too, 
Boeing's  rather  niggardly  dividend 
policy,  with  payout  currently  running 
at  around  25%  of  earnings.  Instead  of 
paying  out  the  money,  Boeing  piles  it 
up;  book  value  per  share  has  increased 
from  $8  a  share  to  $20-plus  in  the  past 
decade. 

Consuming  cash,  Boeing  is  cur- 
rently working  on  a  stretched  747, 
with  maybe  412  seats.  Also  in  the 
works  is  an  all-new  giant  jumbo  of 
600  seats,  dubbed  the  787.   If  the 
stretched  747  doesn't  sell,  then  the- 
se >  called  787  could  be  launched  be 
fore  the  end  of  the  decade.  Shrontz 
also  sees  an  outside  chance  of  a  super 
sonic  jet  and,  at  some  point  in  the  next 
ten  years,  of  the  need  for  a  new  small 
jet  to  replace  the  737. 

Dean  Thornton  sums  up  .ill  this 
activity  and  Boeing's  management 
philosophy  with  simple  elegance. 
"Even  if  you  air  not  running  scared  of 
the  opposition,"  he  says,  "you  should 
act  as  though  you  are."  Good  point 
Companies  that  Bui  to  run  scared 
often  i:nd  up  out  of  the  running.    WM 
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Publishing  and  broadcasting  have  been  hard  hit 
by  this  recession.  Does  this  make  media  stocks 
a  good  bet  for  contrarians?  Before  making  up 
your  mind,  listen  to  the  Sage  of  Omaha. 

The  party's  over 


By  Thomas  Jaffe 


Warren  Buffett 
He  may  have 
made  a  fortune 
by  investing  in 
media  companies, 
but  now  he  says 
these  businesses 
will  be  "consid- 
erably less 
marvelous"  than 
he  thought  only  a 
few  years  ago. 


In  the  middle  of  last  month  Gold- 
man, Sachs  issued  buy  recommenda- 
tions on  two  newspaper  stocks — Gan- 
nett Co.,  Inc.  and  Knight- Ridder, 
Inc.  On  a  downmarket  day,  this 
helped  the  stocks  rise  to  levels  at  or 
near  their  12-month  highs. 

Maybe  this  Goldman,  Sachs  advice 
will  prove  correct,  but  it  is  also  possi- 
ble that  the  newspaper  stocks  will 
have  no  more  than  a  mild  recovery 
and  will  never  again  justify  the  super- 
high p/e  ratios  they  enjoyed  back  in 
1987,  when  the  Washington  Post 
Co.,  for  example,  sold  at  29  times 
trailing  12 -month  earnings. 

Such  a  feeble  recovery  would  prob- 
ably not  surprise  Warren  Buffett.  In 
his  chairman's  letter  in  the  annual 
report  of  Berkshire  Hathaway  Inc.  he 
has  some,  shall  we  say,  guardedly 
pessimistic  things  to  say  about  the 
future  of  media  industry  investments. 
Buffett  admits  he  was  taken  by  sur- 


prise by  the  industry's  vulnerability  to 
the  recession  last  year.  Then  he  won- 
ders: Was  this  unprecedentedly  sharp 
decline  just  a  cyclical  downturn  or  the 
early  stages  of  something  worse?  He 
concludes  that  while  many  media 
businesses  will  continue  to  outper- 
form American  industry  at  large,  they 
will  be  "considerably  less  marvelous" 
than  he  thought  they'd  be  only  a  few 
years  ago. 

In  his  annual  report  Buffett  writes: 
"The  reason  media  businesses  have 
been  so  outstanding  in  the  past  was 
not  physical  growth,  but  rather  the 
unusual  pricing  power  that  most  par- 
ticipants wielded.  Now,  however,  ad- 
vertising dollars  are  growing  slowly. 
In  addition,  retailers  that  do  little  or 
no  media  advertising  (though  they 
sometimes  use  the  Postal  Service) 
have  gradually  taken  market  share  in 
certain  merchandise  categories.  Most 
important  of  all,  the  number  of  both 


print  and  electronic  advertising  chan- 
nels has  substantially  increased.  As  a 
consequence,  advertising  dollars  are 
more  widely  dispersed  and  the  pricing 
power  of  ad  vendors  has  diminished. 
These  circumstances  materially  re- 
duce the  intrinsic  value  of  our  major 
media  investments  and  also  the  value 
of  our  operating  unit,  Buffalo  News — 
though  all  remain  fine  businesses." 

Buffett,  of  course,  can  afford  to 
take  such  a  lofty  overview.  His  Berk- 
shire Hathaway  had  capital  gains  in 
the  millions  from  the  buying  and 
selling  of  such  stocks  as  Time  and 
Affiliated  Publications.  Furthermore, 
it  still  has  huge,  unrealized  long-term 
gains  in  other  media  stocks.  Berkshire 
is,  at  18%,  the  largest  shareholder  in 
Capital  Cities/ABC.  It  owns  17%  of 
the  Washington  Post  Co.'s  Class  B 
stock,  first  purchased  in  the  early  Sev- 
enties. These  two  stocks  alone  show  a 
gain  of  over  $1.2  billion  in  Berkshire's 
portfolio.  Still,  that's  down  more  than 
20%  from  the  $1.65  billion  paper 
profit  the  company  sported  as  of  Dec. 
31,  1989.  And  Cap  Cities  last  month 
reported  a  45%  drop  in  first-quarter 
earnings. 

We  said  Buffett  was  guardedly  pes- 
simistic. So  far  as  we  know,  he  isn't 
selling  any  of  his  own  or  Berkshire 
Hathaway's  media  properties.  He 
doesn't  think  the  business  is  going  to 
hell  in  a  handbasket.  But  if  he  is  right 
about  the  media's  having  a  harder 
time  selling  advertising  and  raising 
rates,  then  it's  going  to  be  impossible 
to  justify  the  kind  of  multiples  that 
folks  put  on  media  properties  in  the 
glory  days. 

Remember  this:  Gannett  and 
Knight- Ridder  are  already  selling  at 
p/es  of  13  times  the  earnings  that 
Goldman  projects  for  them  two  years 
out.  The  Goldman  analyst  who  rec- 
ommends Gannett  and  Knight-Rid- 
der  expects  that  between  1991  and 
1993  Gannett's  earnings  will  increase 
42%,  from  $2.25  to  $3.20  a  share.  He 
estimates  Knight- Bidder's  will  be  up 
45%,  from  $2.90  to  $4.20  a  share. 

But  if  Warren  Buffett  is  right,  it's 
questionable  whether  these  stocks — 
or  indeed  any  media  stocks — are 
worth  such  lofty  prices.  Media  com- 
pany earnings  certainly  will  recover, 
but  when  it  comes  to  P/E  ratios,  what 
goes  down  doesn't  necessarily  have  to 
come  up  again.  WM 
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Michael  Eisner  did  a  brilliant  job  of  exploiting  the 
old  magic  bottled  up  in  the  Magic  Kingdom  after 
Walt  Disney  died.  Is  the  magic  finally  fading? 

Mickey's 
midlife  crisis 


By  Rita  Koselka 

For  a  62-Ykar  old,  Mickey  Mouse 
looks  pretty  good.  No  wrinkles.  Al- 
ways happy,  forever  young.  Whole- 
some, innocent — and  beloved. 

Then  there's  Mickey  as  depicted  by 
some  mischievous  former  Disney  art- 
ists (see  opposite).  This  fellow  is  an 
embittered  retiree:  overweight,  arro- 
gant and  paranoid — just  like  The  Walt 
Disney  Co.  is  beginning  to  look. 


But  isn't  this  the  company  that 
became,  under  Michael  Eisner,  first  a 
brilliant  turnaround,  then  a  great 
growth  company?  Brought  in  by  Roy 
Disney  and  the  Bass  family  in  1984, 
when  they  beat  Saul  Steinberg  for 
control  of  the  company,  Eisner  and 
his  second-in-command,  lawyer 
Frank  Wells,  worked  wonders.  They 
jacked   up  admission  prices  in   the 
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Disney's  Michael  Eisner  and  friends 

Can  I  e  create  the  new  magic  the  company  needs? 


theme  parks  without  hurting  atten- 
dance. Since  1984  admission  prices  at 
Disney's  theme  parks  have  doubled — 
now  $34  at  Walt  Disney  World — 
adding  some  $450  million  to  pretax 
profits. 

To  exploit  sales  of  Mickey  Mouse 
sweatshirts  and  the  thousands  of  oth- 
er high-margin  products  Disney  li- 
censes and  sells,  Eisner  has  opened  83 
retail  stores  and  has  bought  a  new  mail 
order  house.  Now  Disney  has  opened 
a  Mickey's  Kitchen  fast- food  outlet  (it 
serves  things  like  meadess  Mickey 
Burgers).  Disney's  consumer  prod- 
ucts division  sales  were  $110  million 
when  Eisner  came  in.  Last  year  the 
division  earned  $223  million  in  oper- 
ating profits,  on  revenues  of  $574 
million. 

To  pump  new  life  into  the  studio, 
Eisner  brought  in  Jeffrey  Katzenberg, 
now  40,  who  made  Disney  into 
Hollywood's  box  office  leader  last 
year.  Katzenberg  aggressively  re- 
leased to  the  home  video  market 
many  Disney  classics,  including  Pinoc- 
chio  and  Cinderella. 

To  make  more  money  from  Orlan- 
do's Disney  World,  Eisner  has  over- 
seen the  construction  of  6,700  hotel 
rooms  on  Disney  property,  4,400  of 
them  owned  by  Disney. 

Disney's  reported  earnings  in- 
creased from  $98  million  in  1984  to 
$824  million  last  year — an  octupling 
of  earnings  on  a  mere  trebling  of 
revenues  (to  $5.8  billion).  Since 
Eisner  took  charge,  Disney's  market 
capitalization  has  shot  from  around 
$2  billion  to  nearly  $16  billion.  For 
this  work,  Eisner  has  earned  over 
$100  million  in  salary,  bonuses  and 
stock  options  in  the  six  years  since  he 
took  command. 

So  why  do  some  people  think  the 
mighty  mouse  is  overweight,  arrogant 
and  paranoid?  Because  they  think  the 
big  gains  are  behind  the  company  and 
that  its  rosy  public  image  belies  some 
real  weaknesses. 

Even  before  Eisner  arrived,  Dil 
ney's  cash  flow  was  running  strong 
but  earnings  were  sagging.  In  1984, 
the  year  he  arrived,  less  than  SO  centl 
of  even'  cash  Mow  dollar  showed  up  as 
earnings.  By  last  year,  for  every  $1  in 
cash  flow,  77  cents  was  making  it  to 
the  bottom  line. 

But  Eisner  can't  keep  earnings 
growing  faster  than  cash  tl< >\\  nuleli 
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nitely.  His  core  businesses — the 
theme  parks  in  particular — need  more 
investment  because  they're  maturing 
and  are  facing  more  competition.  At 
the  same  time,  as  he  spends  more, 
Eisner  is  getting  less  bang  for  each 
buck:  In  the  first  three  years  of  Eis- 
ner's tenure  he  generated  a  33%  re- 
turn on  new  capital  employed.  Since 
1987  Eisner's  return  on  additional 
capital  has  been  a  meager  9%.  Disney's 
net  profit  margin  peaked  (at  1 5.3%)  in 
1989.  Last  year  it  slipped  to  14.1%. 
Return  on  investment  peaked  in  1987 


ney/MGM  studio  tour  is  in  a  pitched 
battle  with  mca's  Universal  studio 
tour.  At  the  moment,  Disney  appears 
to  be  losing. 

Euro  Disney,  the  $2  billion  theme 
park  just  outside  Paris,  is  scheduled  to 
open  in  April  of  next  year.  Disney  has 
financed  the  project  brilliandy 
(Forbes,  Oct.  1,  1990)  and  has  high 
hopes  for  it,  but  it  may  take  several 
years  before  shareholders  see  an  im- 
pact on  operating  earnings. 

Cost  overruns  on  new  attractions  at 
existing  parks  have  been  a  problem. 


and  widely  believed  to  have  been  de- 
liberately leaked  by  studio  boss  Kat- 
zenberg  to  the  press,  Katzenberg 
urged  his  producers  to  return  to  low- 
budget  pictures.  Jokesters  at  the  stu- 
dio faxed  a  spoof  on  the  memo;  the 
spoof,  claiming  that  Eisner  had 
earned  only  $11  million  in  1990, 
down  from  $50  million  in  1989, 
asked  employees  to  take  78%  pay  cuts 
to  match  Eisner's  sacrifice. 

Recent  diversification  efforts  are  off 
to  bumpy  starts.  One  of  them,  Holly- 
wood Records,  a  newly  formed  record 
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An  aging,  unshaven  Mickey  as  depicted  by  two  former  Disney  artists 
Doing  his  part  to  help  Eisner  come  up  with  new  product  ideas. 
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at  12%  and  has  dropped  ever  since,  to 
10%  last  year. 

Moreover,  Disney  no  longer  has 
much  room  to  fatten  margins  by  rais- 
ing prices:  It  currendy  costs  a  family  of 
four  nearly  $250  to  spend  a  day  at 
Disney  World,  including  tickets,  food 
and  souvenirs,  but  excluding  lodging. 

Analyst  Lisbeth  Barron  at  S.G. 
Warburg  &  Co.  thinks  that  the  com- 
pany will  settle  in  at  an  annual  earn- 
ings growth  of  around  12% — consid- 
erably less  than  the  20%  Eisner  has 
been  promising  shareholders  and  well 
below  the  growth  rate  implied  by  a 
stock  that- sells  at  19  times  this  year's 
anticipated  earnings. 

Disney  has  proven  to  be  far  from 
recession -proof.  First-quarter  1991 
earnings  fell  to  $  1 70  million ,  down  $4 
million,  the  first  drop  in  six  years. 
Attendance  over  the  past  six  months  is 
off  an  estimated  15%  at  Disney  World 
in  Orlando.  Anaheim's  Disneyland 
has  been  obliged  to  offer  local  area 
residents  big  rebates  to  maintain  its 
lead  over  Knott's  Berry  Farm  and 
other  southern  California  amuse- 
ments. Competition  is  also  tough  in 
Florida,  where  the  $450  million  Dis- 


Management  keeps  a  "Black  Book" 
of  projects  and  budgets.  It  shows 
Disney's  Imagineering  group  has 
gone  way  over  budget  on  practically 
all  of  its  projects  in  the  last  few  years. 
.The  Imagineers  blame  headquarters 
bureaucrats  who  set  unrealistic  bud- 
gets. Disneyland's  new  Splash  Moun- 
tain ride,  for  example,  was  a  year  late 
opening  and  double  its  $40  million 
budget.  Hoping  to  avoid  such  prob- 
lems in  the  future,  headquarters  has 
replaced  many  of  Imagineering's  se- 
nior executives. 

What  about  moviemaking?  The 
Disney  film  studio's  profit  margins 
last  year  were  the  lowest  in  three  years. 
Early  in  Eisner's  tenure,  Disney  made 
great  money  on  imaginative,  relatively 
low-budget  films.  These  included 
Ruthless  People  and  Down  and  Out  in 
Beverly  Hills,  neither  of  which  was 
burdened  by  paying  huge  money  for 
big  stars.  But  lately  the  company  has 
swung  toward  more  typical  Holly- 
wood blockbuster  films,  such  as  Dick 
Tracy,  which  reportedly  cost  it  over 
$100  million  to  make  and  distribute. 
It  barely  broke  even. 

In  a  28-page  memo  dated  Jan.  11 


label,  is  said  to  have  paid  as  much  as 
$12  million  for  Queen,  an  aging  rock 
band  whose  first  album  for  Disney 
quickly  fizzled. 

In  broadcasting,  Disney  paid  $320 
million  two  years  ago  for  unaffiliated 
kcal-tv,  Los  Angeles'  lowest- rated 
television  station.  Despite  a  format 
change  to  a  three-hour  prime-time 
news  format,  kcal  is  still  in  last  place 
and  behind  internal  projections. 

Disney  has  had  high  hopes  for  its 
television  group.  It  recently  teamed 
up  with  a  group  of  33  state  lottery 
directors  to  create  a  half- hour  nation- 
wide televised  lottery  program.  The 
program,  similar  to  one  already  run  in 
the  state  of  California,  won't  be  ready 
for  at  least  a  vcar.  Most  of  the  com- 
pany's  television  efforts  to  date  have 
not  been  successful.  Of  the  eight  pi- 
lots sold  to  the  networks  last  year, 
only  one  show,  Carol  &  Company, 
has  remained  on  the  air. 

Such  is  Eisner's  reputation,  and 
Mickey's,  that  Disney  stock,  at  a  re- 
cent 117  a  share,  is  down  only  14% 
from  its  alltime  high.  But  valuations 
may  be  lagging  reality.  Shape  up, 
Mickey.  MM 
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Most  people  see  in  TWA's  mounting  losses  and  unpaid 
bills  a  disaster.  Kirk  Kerkorian  sees  a  cozy  opportunity. 

Poker  without 


chips 


By  John  H.  Taylor 

Trans  World  Airlines  has  one  of 
the  oldest  fleets  in  the  industry,  lost 
$240  million  last  year  and  is  in  arrears 
to  its  bondholders  and  lessors.  Most 
airline  experts  figure  it's  only  a  matter 
of  months  before  the  St.  Louis- based 
carrier  winds  up  in  liquidation. 

So  why  is  Kirk  Kerkorian  trying  to 
buy  it?  Because  the  wily  73-year-old 
billionaire  has  come  up  with  a  plan 
that  would  give  him  control  of  the 
country's  seventh-largest  airline  with 
virtually  no  risk  of  losing  his  invest- 
ment. Heads,  he  wins;  tails,  someone 
else  loses.  Kerkorian  won't  talk,  but 
his  primary  antagonist,  fellow  billion- 
aire and  twa  Chairman  Carl  Icahn, 
was  positively  happy  to  talk.  "Kerko- 
rian has  a  seat  in  a  high-stakes  game  in 
which  everyone  else  has  had  to  put  up 
chips,  but  he's  playing  with  no  chips," 
says  Icahn.  "  At  any  point  in  the  game, 
if  things  don't  go  his  way,  he  can  get 
up  and  leave." 

Here's  how  those  who  have  studied 
Kerkorian 's  takeover  attempt  analyze 
his  cagey  game.  Step  one  is  a  deal 
Kerkorian  has  already  cut  with  twa's 
disgruntled  unions.  They  have  agreed 
to  $137  million  in  annual  wage  and 
work  rule  concessions  in  exchange  for 
Kerkorian's  pledge  to  put  $250  mil- 
lion into  twa  at  some  future  date. 

Step  two:  With  the  unions  on  his 
side,  Kerkorian  has  joined  with  politi- 
cians in  Missouri,  twa's  home  state, 
to  pressure  the  Department  of  Trans- 
portation to  halt  the  proposed  sale  of 
twa's  London  routes  to  American 
Airlines.  Kerkorian  argues  that  the 
sale  of  the  London  routes  is  the  first 
step  toward  de  facto  liquidation. 
Icahn  counters  that  without  the  $445 
million  the  sale  would  bring,  i"WA 
would  probably  be  a  goner  anyhow. 


In  trying  to  scuttle  Icahn's  deal 
with  American  for  the  Ix>ndon 
routes,  Kerkorian  is  really  looking  for 


era!  government  could  go  after 
Icahn's  holdings,  including  AGP  In- 
dustries, for  the  pension  shortfall. 

Would  Icahn  go  for  such  a  deal?  He 
won't  say,  but  sources  close  to  Icahn 
say  he'll  fight  Kerkorian  even  if  he  has 
to  come  up  with  the  $132  million  in 
unfunded  pension  liabilities  from  his 
own  pocket. 

"Kerkorian,"  seethes  Icahn,  "is 
trying  to  cripple  the  airline  and  get  it 
for  nothing." 

With  Icahn  out,  Kerkorian  could 
take  twa  into  Chapter  1 1  reorganiza- 
tion, where  he  would  be  in  a  great 
position  to  force  creditors  to  accept  a 
big  haircut  in  return  for  his  injection 
of cash. 

But  only  after  having  dealt  with  the 
unions,  American,  Icahn  and  twa's 
creditors  would  Kerkorian  finally  put 
up  his  $250  million.  And  most  of  that 
money  would  probably  be  in  the  form 
of  debtor-in-possession  financing, 
which  means  his  would  be  among  the 
first  claims  on  twa's  assets  if  the  reor- 
ganized twa  failed. 

Now  that's  the  kind  of 
deal  an  old  gambler  like 
Kerkorian  loves:  The  airline 
fails  and  he  gets  first  call  on 
the  assets.  If  it  doesn't  fail, 
he  owns  a  promising  prop- 
erty with  little  risk  on  his 
part.  He  might  then  turn 
around  and  sell  it  to  anoth- 
er airline. 

"From  a  financial  engi- 
neer's perspective,  it  makes 
perfect  sense,"  says  Donald 
J.  Carty,  American  Airlines'  executive 
vice  president  of  finance  and  plan- 
ning. "If  he  gets  twa  and,  in  the 


a  way  to  remove  Icahn,  who  owns     wildest  of  anyone's  fantasies,  manages 


90%  of  twa's  common  stock  and 
some  $190  million  (face  value)  of  its 
junk  bonds,  iwa's  creditors  and  sup- 
pliers are  owed  $2.6  billion,  and  some 
haven't  gotten  paid  since  February. 
The  sale  to  American  would  give 
Icahn  some  cash  to  placate  the  credi- 
tors; Kerkorian  wants  to  prevent  that. 


to  turn  it  around,  he  could  make  a 
fortune." 

As  Forbes  went  to  press,  the  De- 
partment of  Transportation  was 
scheduled  to  rule  on  the  sale  of  the 
London  routes.  If  it  approves  the  salt- 
to  American,  Icahn  can  breathe  easier 
and  Kerkorian  will  probably  go  away, 


Kerkorian  is  sitting  on  a  lot  of  cash      having  lost  nothing  but  a  feu   lum- 
from  the  sale  last  year  of  mc;m/UA      dred  thousand  dollars  in  legal  fees 


Communications  Co.  He  may  offer 
to  take  the  airline  off  Icahn's  hands  in 
return  for  a  deal  to  cover  twa's  esti- 
mated $1 32  million  in  unfunded  pen- 
sion plans.  As  things  stand  now,  if  the 
Pension  Benefit  Guaranty  Corp.  ter- 
minated twa's  pension  plan,  the  k\\ 


Even  if  Kerkorian's  strategy  to  snag 
TWA  fails  to  fly,  it  will  make  a  good 
blueprint  for  other  quick  wilted  deal 
Iters  looking  for  opportunity  in  over 
leveraged  assets.  Now  you  know  why 
so  many  smart  people  are  poking 
around  the  financial  junkyard.         M 
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Will  it  cost  your  company 


your  company 
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Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 
We  can  correctly  assess 
your  current  situation. 
And  help  you  better 
prepare  for  the  future. 
We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 
c   The  end  result:  we'll  help  you  minimize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Diane  Luedtke,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2492. 
•  After  all,  the  clock  is  ticking. 


We  get  paid  for  results? 


CIGNA 


Some  people  seek  the  sun.  Then  again,  there  arc 
others  who  bask  in  it  at  will.  If  you're  in  the  latter 
group,  consider  the  XJ-S  Convertible. 

Its  thickly  padded,  hand-tailored  power  top  folds  in 
less  than  12  seconds.  The  S-type's  sensuous  style  and 
bold,  powerful  stance  display  the  confidence  Jaguar 

A  BLENDING 


drivers  have  come  to  expect.  And  the  S-type's  legendar) 
12-cylinder,  overhead  cam  engine  has  the  kind  of  per-  I 
formance  that  is  sure  to  brighten  your  day. 

Just  step  on  the  accelerator.  You'll  be  pressed  into  { 
the  seat,  while  the  S-type's  sophist icated,  fully  indepen- 
dent suspension  handles  highways  and  twisting  country 
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oads  with  a  sense  of  ease  and  refined  agility  found  only 
in  a  Jaguar.  When  it's  time  to  slow  again,  massive  four- 
wheel,  power-assisted,  anti-lock  disc  brakes  will  do  the 
ob  quickly  and  confidently. 

Enter  the  XJ-S  Convertible  and  you  will  find  a 
delightful  new  interior  trimmed  in  the  beauty  of  highly 


MACHINE 


polished  burl  elm.  The  seats  are  upholstered  in  soft, 
supple  leather,  accented  by  color-coordinated  piping. 

We  invite  you  to  test  drive  the  XJ-S  Convertible.  We 
think  you  will  find  that  the  sun  shines  most  brightly 
when  you're  in  a  Jaguar.  For  the  name  of  your  nearest 
dealer,  call  1-800-4-JAGUAR. 


JAGUAR 


In  1990  the  chief  executives  of  America's 
50  largest  corporations  earned  a  total 
of  $124  million,  a  gain  of  9%  over  1989. 

Executive  sweets 


By  Susan  Chin 

"The  power  and  the  pay,"  our  com- 
prehensive survey  of  chief  executive 
compensation  at  800  publicly  owned 
companies,  will  be  out  in  two  weeks. 
But  some  of  the  preliminary  data  are 
in,  including  the  pay  for  the  people 
who  run  the  Forbes  Super  50 — the  50 
corporations  with  the  best  composite 
rankings  among  the  Forbes  500s. 

As  a  group,  the  Super  50  chief 
executives  earned  $124  million,  up 
from  $114  million  in  1989.  That's  a 
gain  of  almost  9%  and  handily  beats 


inflation.  The  gains  occurred  in  a  year 
when  earnings  and  revenues  of  the 
Super  50  corporations  rose  8%  and 
10.4%  respectively. 

With  combined  salary,  bonuses  and 
the  vesting  of  restricted  stock  awards 
totaling  some  $7.3  million,  itt's 
Rand  V.  Araskog  earned  the  most  in 
the  Super  50  group.  This  was  a  nice 
jump  over  the  $3.9  million  he  re- 
ceived in  1989. 

Araskog,  however,  is  a  long  way 
from  being  the  highest-paid  chief  ex- 


ecutive in  the  U.S.  It  is  one  of  the 
oddities  of  the  compensation  system 
that  the  highest  rewards  do  not  always 
go  to  the  heads  of  the  biggest  and 
most  powerful  companies. 

Not  one  of  the  Super  50  chiefs 
could  match  the  $18.3  million  Ste- 
phen M.  Wolf  received  last  year  from 
UAL  Corp.  or  the  $16.7  million  John 
Sculley  received  from  Apple  Comput- 
er or  the  $14.8  million  that  sneaker 
magnate  Paul  B.  Fireman  of  Reebok 
International  paid  himself.  M 


Pay  preview:  What  the  biggest  corporations  paid  their  chief  executives 


Company/chief  executive 

Salary  + 

Total  compensation 

Company/chief  executive 

Salary  + 

Total  compensation 

bonus  1990 

1990 

1986-90 

bonus  1990 

1990 

1986-90 

($thousands)- 

($thousands)- 

ITT/Rand  V  Araskog 

$3,888 

$7,281 

$21,745 

Boeing/Frank  A  Shrontz 

$1,095 

$2,107 

$6,021 

Coca-Cola/Roberto  C  Goizueta 

3,142 

6,988 

26,928 

Johnson  &  Johnson/Ralph  S  Larsen 

1,082 

2,104 

3.856s 

Philip  Morris  Cos/Hamish  Maxwell1 

2,408 

5,355 

20,260 

Tenneco/James  L  Ketelsen 

1.880 

2,073 

6,975 

General  Electric/John  F  Welch  Jr 

2,983 

5,032 

27,515 

PepsiCo/D  Wayne  Calloway 

1,900 

1,905 

7,384 

Atlantic  Richf ietd/Lod wrick  M  Cook 

2,265 

4,847 

11,865 

JC  Penney/William  R  Howell 

1,001 

1,855 

6,790 

Bristol-Myers  Squibb/Richard  L  Gelb 

2,102 

4,766 

NA 

Bell  Atlantic/Raymond  W  Smith 

1,284 

1,817 

4,402s 

Mobil/Allen  E  Murray 

1,865 

4,581 

14,271 

American  Intl Group/MaunceR Greenberg 

1,750 

1,750 

12,427 

Hewlett-Packard/John  A  Young 

1,498 

4,370 

16,949 

Citicorp/John  S  Reed 

1,201 

1,694 

7,266 

American  Express/James  D  Robinson  III 

1,798 

3,541 

24,161 

BankAmerica/Richard  M  Rosenberg 

1,600 

1,656 

NA 

US  West/Richard  D  McCormick 

852 

3,505 

NA 

Exxon/Lawrence  G  Rawl 

1,551 

1,632 

12,955 

Texaco/James  W  Kinnear 

1,928 

3,467 

11,540 

El  du  Pont  de  Nemours/Edgar  S  Woolard  Jr 

1,511 

1,623 

5,250s 

IBM/John  FAkers 

2,028 

3,275 

10,013 

USX/Charles  A  Corry 

1,593 

1,593 

NA 

Procter  &  Gamble/Edwin  L  Artzt 

1,261 

2,890 

NA 

Dow  Chemical/Frank  P  Popoff 

933 

1,593 

7,773" 

Minn  Mining  &  Mfg/Allen  F  Jacobson2 

1,270 

2,810 

9,067 

Nynex/Williarn  C  Ferguson 

1,045 

1,451 

NA 

American  Tel  &  Tel/Robert  E  Allen 

2,021 

2,676 

7,563" 

Eastman  Kodak/Kay  R  Whitmore 

1,415 

1,415 

NA 

International  Paper/John  A  Georges 

1,440 

2,586 

7,425 

Chevron/Kenneth  T  Derr 

1,102 

1,310 

3,242s 

Amoco/H  Laurance  Fuller 

1,142 

2,428 

NA 

Ford  Motor/Harold  A  Poling 

1,221 

1,221 

NA 

Wal-Mart  Stores/David  D  Glass 

6303 

2,428 

15.8094 

Pacific  G&E/Richard  A  Clarke 

1,100 

1,124 

3,406 

United  Technologies/Robert  F  Daniell 

1,368 

2,427 

7,913 

Aetna  Life  &  Cas/James  T  Lynn 

1,067 

1,108 

9,034 

JP  Morgan  &  Co/Oennis  Weatherstone 

1,583 

2,403 

NA 

Kmart/Joseph  E  Antonini 

993 

1,024 

4,635" 

BellSouth/John  L  Clendenin 

1,373 

2,169 

7,063 

Sears,  Roebuck/Edward  A  Brennan 

979 

980 

9,472 

Ameritech/William  L  Weiss 

1,295 

2,152 

7,917 

Southern  Co/Edward  L  Addison 

849 

911 

3,818 

Southwestern  Bell/Edward  E  Whitacre  Jr 

1,374 

2,148 

NA 

Federal  Natl  Mortgage/James  A  Johnson 

664 

722 

NA 

GTE/James  L  Johnson 

1,742 

2,145 

5,9364 

SCEcorp/John  E  Bryson 

506 

619 

NA 

Pacific  Telesis/Sam  Ginn 

964 

2,144 

5,621" 

Loews/Laurence  A  Tisch 

333 

351 

1,906 

1To  be  succeeded  by  Michael  A.  Miles  9/91. 

*]o  be  succeeded  by  Livio  D.  DeSimone  10/31/9 

11.    3Prior-year  data.    "1987-90.    51988-90. 

NA:  Not  applicable  because  c 

hief  executive 

has  been  in  office  less  than  three  years. 
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If  you  thought  trucking  regulation  was  dead,  you 
haven't  been  back-billed  for  your  discount  rates. 

Back  from 
the  grave 


By  William  Tucker 

In  May  1990  General  Mills  received  a 
bill  for  $457,000  from  Overland  Ex- 
press, the  bankrupt  Indianapolis- 
based  hauler.  Overland's  bankruptcy 
trustee  had  determined  that  the  dis- 
count prices  paid  by  General  Mills  for 
several  shipments  in  the  mid-1980s 
had  been  illegal  because  they  were  not 
filed  properly  with  the  Interstate 
Commerce  Commission.  General 
Mills  would  have  to  pay  the  nearly 
half-million-dollar  difference.  Gener- 
al Mills'  lawyers  protested,  only  to 


find  that  the  U.S.  Supreme  Court  had 
just  ruled  that  such  efforts  at  back 
billing  were  permissible. 

Hundreds  of  manufacturing  com- 
panies that  have  shipped  goods  by 
truck  over  the  last  decade  are  facing 
the  same  dilemma.  Among  the  com- 
panies already  hit  for  sizable  sums  are 
General  Tire,  International  Paper, 
Kellogg,  Borden,  Sears  and  Chrysler. 
The  overall  bill  is  estimated  to  have 
surpassed  $200  million  and  could 
grow  to  several  times  that  amount. 


"It's  a  complete  disavowal  of  con- 
tract," argues  Lawrence  Fineran,  of 
the  National  Association  of  Manufac- 
turers. "It's  exacdy  as  if  bankrupt 
Eastern  Air  Lines  were  going  back  to 
customers  and  saying,  'You  know  that 
supersaver  we  gave  you  to  Florida 
back  in  1987?  Well,  you  now  owe  us 
another  $800  for  the  full  fare.'  " 

Trucking  is  similar  to  the  thrift 
industry  in  that  the  politicians  never 
fully  deregulated  it.  When  Congress 
adopted  the  Motor  Carrier  Act  of 
1980,  it  lowered  entry  barriers  to  the 
industry  and  encouraged  competitive 
pricing.  Prices  fell  and,  according  to  a 
Brookings  Institution  study,  shippers 
saved  $14  billion  a  year  (in  1988 
dollars). 

But  the  Motor  Carrier  Act  also  left 
intact  the  cumbersome  procedure 
that  requires  carriers  to  file  new  rates 
with  the  ice  every  time  the  carriers 
change  prices.  "The  press  called  it 
'deregulation,'  and  so  everybody  in 
the  industry  assumed  they  had  been 
deregulated,"  says  James  Bardey, 
president  of  the  National  Industrial 
Transportation  League.  "Now  they 


Loose-leaf  binders  in  the  Interstate  Commerce  Commission's  tariff  filing  library 

The  ICC  is  beefing  up  security  to  prevent  people  from  tampering  with  records. 
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PROMISES     MADE 


PROMISES      KEPT. 


©1991  Georgia-Pacific  Corporation  All  rights  reserved 


When  we  acquired  Great  Northern  Nekoosa, 

we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 

and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recendy  sold  a  group  of  non-strategic 

assets  for  slighdy  more  than  $1  billion.  As  a  result,  we  have  retired 

a  significant  amount  of  the  acquisition  debt.  Just  ten  months 

after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 

as  we  head  into  the  second  year  of  the  acquisition,  we'll  continue 

to  pursue  our  methodical  approach  to  integrating  the 

two  companies,  realizing  the  benefits  of  the  integration 

and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


GeorgiaF&cific 


©  1W1  Four  Seasons  Hotels  Ltd. 


Marlene  is  The  Soul  Of 

Concern.  She  Cannot  Sleep 

Well  At  Night  Unless 

She  is  Certain  You  Will. 


":--v. 

CHtmmtf: 

\m 

Marlene  Wei 

Housekeeper                                , 

Four  Seasons  Hotel 

Chicago 

1 

Her  radiant  smile  belies  a  steely  determination  —  to  transform  your  room  into  a  haven  of  tranquility.  With  pillows  the 
way  you  like  them,  French-milled  soaps,  and  stacks  of  thick  hath  towels,  morning  and  night.  Like  her  untiring  colieaguei  who 
press  your  jacket  within  the  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  message*, 
Marlene  s  mission  is  to  enhance  your  personal  comfort  and,  in  turn,  your  professional  efficiency  t  he      IZr^i  ■■-  CoriCOnC 
following  day.  Which  makes  a  Four  Seasons  Hotel  the  kind  of  investment  you  never  lose  sleep  over.         MOlPlS  *  I  lPSOItS 


Hotels 

UNITED  STATES 

Austin 
Boston 
Chicago 

Chic 


(RHz-Cadhn) 

Houston 

Houston 
(Inn  on  the  Park ) 

Los  Angeles 

(Beverly  Hills) 

NewYorL 
(ThePiene) 

Newport  Beach,  California 

Philadelphia 

ban  Francisco 

Seattle 
(The  Olympic) 

Washington,  D.C 
CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

Vancouver 

LATIN  AMERICA 

Mexico  City  (1992) 
EUROPE 

London 
(Inn  on  the  Park) 

Paris  (1993) 

ASIA 

Tokyo  (1992) 

Singapore  (1993) 

Resorts 

Ghm 

(Minaki  Lodge) 

Dallas 
(Las  Cohnas) 

Main 
(Wailea) 

Nevis,Wl 

v  Santa  Baroaia 

(The  Bikmore) 

Carlsbad,  California 
(Avian,  1992) 

Hawaii 
(Kona,1993) 

For  reservations,  call  your  travel  a^ent,  or  in  tlie  U.S. 
alt  (800)  332-3442;  in  CanaJa  (800)  268-6282. 


rburSeasons 

Hoteb-Resorts 


Trucking 

arc  finding  out  differently." 

In  1 985  several  trucking  firms  went 
bankrupt.  Their  trustees  started  look- 
ing around  lor  assets.  They  soon  dis- 
covered that  many  companies  had 
been  so  busy  trying  to  stay  in  business 
that  they  had  neglected  to  file  their 
new  negotiated  rates  with  the  ICC. 
Therefore,  beamed  the  trustees,  be- 
cause the  carriers  hadn't  filed  the 
proper  paperwork,  the  shippers  could 
be  rebilled  at  the  old,  higher  rates. 

"The  remarkable  thing  is  that  the 
shippers  are  being  penalized  for 
something  over  which  they  had  no 
control,"  says  the  National  Associa- 
tion of  Manufacturers'  Fineran.  "The 
law  says  it's  the  carriers'  responsibility 
to  file  the  new  rates  with  the  ICC." 

At  first  the  ICC  refused  to  allow  back 
billings,  calling  it  an  "unreasonable 
practice."  Says  Edward  T.  Philbin, 
chairman  of  the  ICC,  "Increased  com- 
petition has  made  the  filed  rate  doc- 
trine an  anachronism."  The  roster  of 
interstate  carriers  has  grown  from  an 
estimated  14,000  to  44,000  since  the 
Motor  Carrier  Act  of  1980  eased  bar- 
riers to  entry. 

When  the  bankruptcy  trustees  went 
to  court,  eight  out  of  nine  Federal 
Circuit  Courts  of  Appeals  backed  the 
ICC.  But  when  the  issue  reached  the 
Supreme  Court  last  year,  the  justices 
held  for  the  trustees.  That  threw  the 
ball  back  into  Congress'  court.  The 
Undercharge  Relief  Bill  was  intro- 
duced last  year  to  remedy  the  situa- 
tion. The  main  opposition  to  it  has 
come  from  the  International  Brother- 
hood of  Teamsters,  which  wants  the 
bankrupt  firms  to  go  after  the  under- 
charges so  the  firms  can  pay  back 
wages,  pension  contributions  and 
health  benefits  to  former  employees. 
"Our  members  are  the  primary  claim- 
ants on  most  of  that  money,"  says 
James  McCall,  associate  general 
counsel  for  the  Teamsters. 

The  bill  had  the  support  of  every 
major  industry — including  the  Amer- 
ican Trucking  Association,  represent- 
ing solvent  truckers.  It  was  stalled 
when  several  key  senators  raised  ob- 
jections. Says  Howard  M.  Metzen- 
baum  (D-Ohio),  one  of  the  senators 
who  objected  to  the  bill:  "By  collect- 
ing the  lawful  rate,  dozens  of  bank- 
rupt truckers  now  may  be  able  to 
fulfill  their  obligations  to  their  former 
employees  for  back  wages  and  unpaid 


health  and  pension  benefits."  With 
politicians  like  Metzenbaum  siding 
with  the  Teamsters  and  the  bankrupt- 
cy trustees,  most  people  expect  a 
tough  contest  over  remedial  legisla- 
tion this  year. 

Meanwhile,  the  ICG's  red  tape  fac- 
tory grinds  on.  Truckers  must  still 
make  tariff  filings  stating  their  new 
rates  every  time  they  negotiate  a  price 
with  a  shipper.  More  than  1  million 
new  tariff  filings  arrive  each  year.  The 
ICC,  which  employs  over  630  bureau- 
crats and  whose  annual  budget  is  $44 
million,  has  tariffs  on  file  going  back 
to  the  early  Eighties. 
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A  typical  page  of  tariff  rates 


Representatives  of  bankrupt  firms 
are  combing  these  chaotic  records, 
looking  for  opportunities  for  back 
billing.  In  many  cases  the  carriers  did 
push  all  the  right  papers;  their  cus- 
tomers should  not  be  at  risk.  But 
Huntington,  N.Y.  lawyer  George 
Pezold,  who  is  coordinating  joint  de- 
fense groups  for  1 ,700  shippers  across 
the  U.S.,  says  this  has  only  induced 
some  nefarious  behavior.  "There's  a 
substantial  rumor,"  says  Pezold, 
"that  there  had  been  alterations  made 
to  some  of  the  filed  tariffs." 

The  lesson  in  all  this?  The  only 
thing  that  competes  with  regulation 
for  lack  of  efficiency  and  equity  is 
partial  deregulation.  Hi 
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ON  THE  MARGIN 


UP  &  COMERS 


Why  the  penny  stock  hustle  is  far  from  dead: 
Meet  J.W.  Gant's  fast-talking  Frank  Palumbo. 


Bucket 
brigade 


By  Seth  Lubove 

Frank  Palumbo  is  a  perpetual  mo- 
tion machine.  One  minute  the  34- 
year-old  chief  executive  of  J.W.  Gant 
Financial,  Inc.  is  barking  out  orders 
over  one  of  the  three  phones  on  his 
cluttered  desk  to  sales  managers  at  the 
o-t-c  stock  firm's  15  offices.  The  next 
minute  he's  working  out  on  the  tread- 
mill in  his  office  at  the  company's 
Boca  Raton  headquarters. 

Next  thing  you  know,  he's  bum- 
ming a  cigarette  and  chastising  a  pair 
of  idle  brokers  with  exhortations  to 
hit  the  phones  and  sell,  sell,  sell.  All 
this  in  the  course  of  carrying  on  a 
seven-hour  conversation  with  a  visit- 
ing reporter. 

Expansively,  Palumbo  talks  of  turn- 
ing his  little  (fiscal  1990  revenues, 
$38.5  million)  450-broker  firm  into  a 
"mini  Merrill  Lynch."  If  he  succeeds, 
it  will  be  the  ultimate  case  of  sow's  ear 
to  silk  purse. 

Palumbo  is  well  schooled  in  the  ins 
and  outs  of  penny  stock  dealing.  After 
graduating  in  1980  from  Longwood 
College  in  Virginia,  he  spent  five 
months  as  a  broker  at  the  now  bank- 
rupt Blinder,  Robinson  (Forbes, 
Apr.  20,  1987).  After  Blind  'em  and 
Rob  'em,  Palumbo  got  a  little  polish- 
ing at  otc  Net,  an  early  bucket  shop 
run  by  huckster  turned  fugitive  Juan 
Carlos  Schidlowski  (Jan.  4,  1982), 
did  some  time  at  Prudential- Bache 
Securities  and  had  a  stint  with  Stuart- 
James  (Aug.  20,  1990). 

By  1987  Palumbo  was  president 
and  sales  manager  at  Michelin  &  Co., 
a  small  Boca  Raton  brokerage  that 
Florida  securities  regulators  wanted 
to  shut  down.  "The  state  of  Florida 
came  in  and  lived  with  me,"  Palumbo 
says.  "They  found  out  I  am  not  a 
scumbag."  More  to  the  point,  state - 


imposed  restrictions  expired  in  1989. 

In  1987  Palumbo  merged  Michelin 
into  Gant,  a  four- year- old  bucket 
shop  founded  by  a  Schidlowski  trader, 
Salvatore  Venezia,  and  Venezia's 
wife.  At  the  merger,  Palumbo  became 
overlord  of  Gant's  national  sales  force 
and  president  in  1989. 

Even  by  penny  stock  brokerage 
standards,  Gant  smelled.  Under  Ve- 
nezia and  while  Palumbo  was  running 
sales,  Gant  was  hit  "with  several  law- 
suits alleging  misrepresentations  in  a 
prospectus  and  bogus  promises  made 
by  brokers.  The  National  Association 
of  Securities  Dealers  also  fined  the 
firm  for  excessive  markups. 

In  this  state  of  affairs  lay  a  nice 
opportunity  for  Palumbo.  In  Febru- 
ary 1990  he  sold  17.5%  of  Gant  to  the 
public  for  $5.7  million — $6.25  a  unit, 
consisting  of  one  share  of  common 
and  one  preferred  share.  Palumbo  had 
wanted  to  sell  $10  million  worth  of 
shares,  but  no  one  could  sell  that 
much.  He  became  so  enraged  at  the 
lackluster  pre-issue  sales,  former  bro- 
kers say,  that  he  got  on  Gant's  system - 
wide  squawk  box  and  cursed  brokers 
for  not  pushing  it  hard  enough. 

Palumbo  used  the  money  he  did 
raise  to  buy  a  controlling  stake  from 
Venezia  and  partners.  (Venezia,  who, 
along  with  his  wife,  still  collects 
$30,000  a  month,  is  reportedly  start- 
ing up  a  new  operation  to  lure  Euro- 
pean investors.  He  refused  to  talk  to 
Forbes.) 

Palumbo  insists  everything  is  now 
legit.  His  shareholders  may  find  the 
assurance  lacking  in  substance.  listed 
separately  on  the  Boston  Stock  Ex 
change,  Gant  common  recently  trad- 
ed at  12.5  cents  bid,  the  preferred  at 
50  cents  bid. 
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Palumbo's  brokers  flog  the  usual 
assortment  of  high  concept  story 
stocks.  Look,  for  example,  at  the  Gant 
offering  of  Tofru/.cn,  Inc.  This  In 
glewood,  Colo,  company  made  a 
chocolate  covered  banana  ice  cream 
concoction  called  the  BarNana  and  a 
nondairy  frozen  dessert. 

At  the  time  Venezia  still  controlled 
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J.W.  Gant's  Frank  Palumbo  on  the  selling  floor 

At  left,  broker  scripts.  Cold  calls  and  the  hard  sell 

make  Gant  a  bucket  shop  to  be  contended  with. 


Gant,  but  Palumbo  was  running  sales. 
A  former  broker  from  Gant's  Orlando 
office  (like  all  ex-Gant  employees 
Forbes  spoke  with,  the  broker  asked 
not  to  be  identified)  says  that  follow- 
ing exhortations  from  Palumbo  and 
his  sales  managers,  the  broker  foisted 
hundreds  -of  thousands  of  Tofruzen 
shares  upon  hapless  customers.  Then 
the  broker  read  the  stock  had  been 
delisted  from  Nasdaq  within  a  month 
of  a  proposed  secondary  offering, 
subsequently  withdrawn.  When  the 
broker  later  called  Tofruzen's  offices, 
the  phones  were  disconnected  and 
Tofruzen  was  history. 

Last  July  the  NASD  hit  Gant  with  a 
$30,000  fine  for  excessive  markups 
on  Tofruzen  stock  and  warrants — 
markups  ranged  as  high  as  184%  over 
the  firm's  costs — and  ordered  Gant  to 
refund  $195,800  to  customers.  Co- 


founder  Venezia  and  current  head 
trader  James  Gad  each  got  15 -day 
suspensions. 

Palumbo  says  the  Tofruzen  fiasco 
was  a  product  of  the  Venezia  days, 
before  Palumbo  took  over.  "I  was  a 
salesman,"  says  Palumbo,  plaintively. 
"If  it  looked  decent,  I  sold  it."  He 
adds  that  he  fired  the  Gant  corporate 
finance  people,  replacing  them  with 
two  of  his  top  brokers. 

Former  brokers  describe  working 
conditions  at  Gant  as  a  cross  between 
a  prison  camp  and  Animal  House. 
Swaggering  brokers  in  their  20s  are 
driven  to  sell,  and  sell  hard.  Some 
brokers  are  told  to  log  as  many  as  360 
calls  a  day.  In  some  branches,  if  a 
broker  is,  say,  caught  away  from  the 
phone,  he  or  she  gets  tossed  into  the 
"penalty  box,"  a  separate  desk  on  the 
selling  floor.  There  is  no  leaving  until 


the  offender  brings  in  an  order.  Pa- 
lumbo denies  the  practice.  Apparendy 
the  compensation  makes  all  this  bear- 
able. Some  young  salespeople  are 
pulling  down  $30,000  a  month.  Pa- 
lumbo earned  $846,000  last  year. 
The  firm  itself  lost  $1.4  million. 

Glenna  Osborn  of  Big  Spring,  Tex. 
knows  Gant's  standard  sales  pitch  all 
too  well.  Hounded  over  the  phone  for 
weeks  by  a  Dallas  broker  (who  has 
since  left  the  firm),  she  finally  relented 
in  June  1990.  Says  Osborn:  "He  said, 
T  guarantee  you,  I  promise  you,  that 
as  your  broker  I'm  going  to  protect 
you  and  at  the  first  sign  of  trouble  I'll 
bail  you  out.'  " 

The  broker  convinced  Osborn  to 
send  him  $9,580  for  25,000  shares  of 
something  called  Sentex  Sensing 
Technology,  Inc.  and  7,000  shares  of 
Action  Staffing,  Inc.  A  few  weeks  later 
she  got  a  statement  from  Gant  show- 
ing her  portfolio's  value  had  slipped 
to  $7,600.  Osborn  says  she  immedi- 
ately ordered  the  broker  to  liquidate 
her  holdings.  He  didn't.  In  Septem- 
ber she  got  a  statement  that  said  her 
portfolio  was  worth  $4,530.  When 
she  finally  wrangled  her  money  loose 
in  January,  five  months  after  Palumbo 
had  officially  taken  over  Gant,  she  got 
back  $3,348. 

"Of  course,  there  are  people  who 
lose  money.  We  have  happy  campers, 
too,"  says  Palumbo,  who  contends 
customers  can  sell  any  time  they  want. 

It's  hardly  surprising  that  Osborn 
had  trouble  selling  her  stocks.  Former 
Gant  brokers  say  many  stocks  were 
practically  illiquid.  They  say  it  was 
virtually  impossible  to  sell  a  stock 
without  first  setting  up  a  new  buyer; 
this  is  a  trusty  bucket  shop  practice 
known  as  "no-net  selling."  A  former 
broker  in  Gant's  Orlando  office  re- 
calls bringing  a  sell  ticket  to  his  man- 
ager, unaccompanied  by  the  neces- 
sary buy  order.  The  manager  dipped 
the  ticket  halfway  into  the  paper 
shredder,  handed  the  mangled  re- 
mains back  to  the  broker  and  sent  him 
back  to  his  desk.  Palumbo  denies  the 
practice  ever  occurs. 

With  sincerity,  Palumbo  swears 
that  Gant's  soiled  past  went  out  the 
door  with  Venezia.  "I  don't  need  to 
do  all  these  tricks,"  he  says.  "We're 
just  a  bunch  of  brokers  trying  to  do 
the  right  thing."  Yes,  but  for 
whom?  Hi 
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PaineWebber's 
Donald  Marron 
Backing  out 
of  merchant 
banking 
to  refocus 
on  retail. 


In  its  quiet  way,  PaineWebber  has  built  a  retail 
brokerage  powerhouse— although  not  without  missteps. 

Positioned 
for  the  Nineties 


By  Laura  Jereski  and  Jason  Zweig 

PaineWebber  Group  hasn't  been  in 
Wall  Street's  fast  lane  for  a  good  many 
years;  it  didn't  go  in  big  for  the  deal- 
making  that  made  all  the  headlines  in 
the  Eighties.  But  in  its  relatively  quiet 
way,  the  $3  billion  (revenues)  retail 
brokerage  outfit  is  doing  very  well 
these  days. 

While  the  rest  of  The  Street 
plunged  boldly  into  dealmaking, 
PaineWebber  preferred  to  take  a  more 
timid  approach.  Over  five  years  it 
poured  $250  million  into  a  comput- 
erized 900,000-square-foot  back-of- 
fice complex  in  relatively  low-cost 
Weehawken,  N.J.  PaineWebber  now 


processes  trades  so  cheaply  and  effi- 
ciently that  it  is  angling  for  clearing 
business  from  small  brokerage  firms,  a 
profitable  niche  dominated  for  years 
by  Bear,  Stearns. 

In  the  first  quarter  PaineWebber 
earned  $1.03  a  share,  five  times  the 
year-ago  level.  Seasoned  brokerage 
house  analyst  Perrin  Long  of  De- 
troit's First  of  Michigan  Corp.  figures 
profits  could  top  $3  a  share  this  year — 
a  7.5%  return  on  average  share- 
holders' equity.  One  of  the  year's 
best-performing  brokerage  house 
stocks  so  far,  PaineWebber  has 
jumped  by  around  82%,  to  $25. 


Not  that  PaineWebber  didn't  make 
mistakes;  but  it  made  them  small  and 
learned  its  lessons.  When  he  first  took 
over  as  chief  executive  officer  in  1980, 
Donald  Marron  tried  to  play  catch -up 
with  bigger  rivals  like  Merrill  Lynch, 
First  Boston  and  Shearson  Lehman 
Brothers  (PaineWebber  ranks  fourth 
in  revenues  among  U.S.  publicly  trad- 
ed securities  firms).  But  a  soured 
merger  with  Blyth  Eastman  Dillon 
held  him  back. 

Blyth  was  supposed  to  help 
PaineWebber  make  a  mark  in  invest- 
ment banking.  But  the  move  back- 
fired: Blyth's  best  investment  bankers 
fled  the  new  firm  and  a  number  of  top 
corporate  clients  decided  to  take  their 
business  elsewhere.  This  left 
PaineWebber  out  in  the  cold  when 
the  big  takeover  and  merger  deals 
started  coming. 

There  were  no  big  clients  to  prod 
into  mergers  or  leveraged  buyouts, 
and  no  big  base  ol  institutional  CUS 
tomers  to  buy  junk  bonds  to  finance 
buyouts.  By  the  time  PaineWebber 
turned  to  merchant  banking  in  1986, 
it  was  too  late  to  make  much  money  in 
the  game.  Asked  to  summarize  the 
results  of  the  linn's  merchant  banking 
experience,  Marron  sighs:  "I'd  guess. 
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PaineWebber 

overall,  we  broke  even  or  made  a  small 
profit." 

Not  bad  considering  that  the  big- 
gest dealmaker  of  them  all,  Drexel, 
went  bust,  and  First  Boston  and 
Shearson  lost  big  money  making 
bridge  loans  to  help  clients  finance 
takeovers.  Not  that  Marron's  record 
was  spotless. 

In  1988  Marron  made  a  $500  mil- 
lion bridge  loan  to  finance  Robert 
Campeau's  buyout  of  Federated 
Stores.  That  one  misjudgment  could 
cost  the  firm  up  to  $96  million.  "Ob- 
viously, in  retrospect,  I  wish  we 
hadn't  done  it,"  Marron  says. 

Apparently  soured  on  the  whole 
business  of  financing  and  arranging 
takeovers,  Marron  decided  last  year  to 
dump  merchant  banking  altogether. 
PaineWebber's  reserve  for  merchant 
banking  deepened  last  year's  loss  to 
$57  million  after  taxes.  But  that's  not 
bad  in  comparison  with  the  $966 
million  net  loss  booked  by  American 
Express'  Shearson  Lehman  Brothers 
unit  last  year.  After  taking  a  $360 
million  reserve,  CS  First  Boston  sold 
most  of  its  bridge  loans  at  below 
market  value. 

With  his  half-billion  in  cash,  Mar- 
ron is  clearly  expansion-minded,  but 
the  betting  is  he'll  stick  close  to  retail, 
where  PaineWebber's  4,524  brokers 
and  $80  billion  under  management 
make  it  a  large  and  efficient  player.  He 
won't  comment  on  rumored  talks 
with  Prudential  Securities  or  on  a 
1989  overture  to  buy  Kidder,  Peabo- 
dy's  retail  operation. 

But  he  says  that  he  would  consider 
buying  another  Wall  Street  firm,  a 
regional  brokerage  or  an  insurance 
unit.  One  goal:  to  add  to  PaineWeb- 
ber's profitable  asset  management 
business,  which  last  year  earned  some 
$35  million.  Meanwhile,  Marron  and 
Merrill  Lynch  veteran  Joseph  Grano 
say  that  they  have  hired  some  heavy- 
hitting  brokers,  pushing  the  total 
number  up  by  350 — and  Marron  says 
he's  gaining  substantial  individual  in- 
vestor market  share. 

Predicts  Marron:  "The  Seventies 
were  the  decade  of  the  institution,  the 
Eighties  were  the  decade  of  the  cor- 
poration, but  the  Nineties  will  be  the 
decade  of  the  individual."  After  a 
decade  on  Wall  Street's  slow  track, 
he's  obviously  hoping  that  his  track  is 
where  the  action  is  going  to  be.     9M 


The  deteriorating  economics  of  U.S. 
television  production  have  created  a  TV 
programming  Tower  of  Babel. 

Coupez 

a  la  car  chase 


By  Kathryn  Harris 

Scene  of  the  Crime,  a  television  sus- 
pense series  that  premiered  in  April  on 
CBS,  is  being  filmed  in  France  and 
Canada.  The  producers  are  American, 
Canadian  and  French,  the  cast  largely 
foreign.  Filmed  in  English  and 
dubbed  in  French,  the  late-night  se- 
ries has  also  been  sold  to  a  French 
network  and  is  being  peddled  in 
Canada. 

"This  is  the  most  difficult  produc- 
tion we've  ever  done  in  terms  of 
logistics  of  both  shooting  and  deal- 


making,"  says  Michael  Dubelko, 
president  of  Cannell  Studios,  which 
has  coproduced  15  episodes  of  Scene 
of  the  Crime  and  plans  to  shoot  at  least 
7  more.  "We're  feeling  our  way 
through  the  first  [coproduction],  try- 
ing to  refine  the  blueprint  so  that  in 

the  future  we  can  make  a  show  which 

i 

satisfies  the  respective  needs  of  the 
various  countries." 

There's  a  good  reason  Dubelko 
and  other  forward-thinking  produc- 
ers are  going  to  the  trouble:  money. 
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Nelvana  founders  Patrick  Loubert,  Clive  Smith  and  Michael  Hirsh 
They  coproduce  animated  TV  series  like  Babar  and  Rupert. 
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lfouare 
now  entering 

British 
Aerospace 

Britain's  leading  exporter  of  manufactured  goods. 


British  Aerospace  covers  five  continents  and  six  oceans. 

To  serve  the  world  it  takes  more  than  professional 
engineering  and  marketing  skills.  It  requires  formidable 
resources. 

British  Aerospace  continues  to  reinforce  its  global 
position  in  four  key  sectors,  defence,  commercial 
aircraft,  automotive  and  construction  and  property 
development. 

Each  one  provides  a  perfectly  balanced  portfolio  of 
engineering  disciplines  for  solo,  co-ordinated  or 
consortium  ventures. 

Recent  achievements  include  the  world's  quietest 


airliner,  Britain's  largest  ever  export  deal,  Asia's  longest 
bridge,  the  world's  most  powerful  civil  communications 
satellite  and  manufacturer  of  the  Car  of  the  Year. 

British  Aerospace  provides  a  new  level  of  technical 
brilliance,  fresh  ways  of  thinking  and  an  even  greater 
commitment  to  responsive  customer  service. 

The  pursuit  of  excellence  transcends  all  frontiers. 

The  closer  you  look  at  British  Aerospace,  the  more 
there  is  to  discover.  » 

A 


British  Aerospace  Pic,  1 1  Strand,  London  wc2n  5jt 
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Television 

Until  now,  Cannell  produced  only 
high- budget  shows  for  prime  time, 
but  the  economics  of  that  business  are 
dreadful.  Networks  pay  only  65%  to 
75%  of  the  production  costs  of  hour- 
long  series  that  cost  $1.2  million  or 
more  per  episode.  The  deficits  are 
increasingly  difficult  to  recoup  from 
foreign  sales  (Europe  prefers  local 
shows  that  fetch  higher  ratings)  or  the 
glutted  syndication  market  in  the 
U.S.  Case  in  point:  Cannell's  ac- 
claimed Wisejjuy — formerly  on  CBS — 
hasn't  sold  yet  in  syndication. 

So  Cannell  has  taken  its  first  plunge 
into  international  coproduction, 
where  producers  from  two  or  more 


network  fee  bring  in  $425,000  per 
episode.  If,  as  expected,  the  show 
finds  a  Canadian  buyer,  it  should 
break  even.  Cannell  hopes  syndica- 
tion or  cable  TV  sales  will  provide  the 
profit  on  this  first  co- venture,  and  that 
future  deals  will  be  more  lucrative 
from  the  start. 

Still,  these  international  coproduc- 
tion deals  are  no  piece  of  cake.  Shar- 
ing financial  rewards  and  creative  de- 
cisions does  not  come  naturally  to 
Hollywood  producers,  many  of 
whom  are  also  put  off  by  European 
work  habits  like  shorter  work  days  and 
wine  served  on  the  French  sets.  Also, 
some  ideas  don't  travel  well  abroad. 


Robert  Lantos, 
chairman  and 
chief  executive 
of  Alliance 
Communications 
Lantos  speaks 
four  languages- 
no  handicap 
when  negotiating 
coproduction 
deals  for 
television 
series. 


nations  band  together  on  a  single 
show,  to  sell  it  simultaneously  to  di- 
verse markets.  The  financial  incen- 
tives are  real:  By  meeting  local  con- 
tent requirements  in  France,  for  ex- 
ample, Scene  of  the  Crime  fetched 
more  than  $200,000  per  episode 
from  a  French  network,  instead  of  the 
$40,000  fee  it  might  have  earned  as  a 
U.S.  export. 

Because  Scene  of  the  Crime  is  being 
produced  for  the  late-night  CBS 
schedule  (which  draws  one -fourth  the 
typical  prime-time  audience),  the 
U.S.  network  is  paying  a  low  license 
fee  ($200,000).  Accordingly,  Cannell 
has  scaled  down  the  production  bud- 
get to  $700,000  per  episode,  or  about 
60%  of  the  cost  of  one  of  its  prime- 
time  series  (Hunter,  21  Jump  Street). 
The  sale  of  international  rights  out- 
side North  America  and  the  French 


One  example:  A  U.S.  producer's  pro- 
posal for  a  TV  movie  based  on  the 
notion  that  Hitler  is  alive  and  living  in 
Waco,  Tex.  didn't  go  over  well  with 
potential  European  partners. 

Another  example:  Nelvana  Ltd.,  a 
Canadian  coproducer  best  known  for 
animated  series  like  Babarand  Beetle- 
juice,  enthusiastically  told  French 
partners  about  a  new  British  character 
(Rupert)  it  had  acquired,  only  to  be 
met  with  embarrassed  looks.  Finally 
someone  explained  that  the  charac- 
ter's name  sounded  like  a  French 
slang  word  for  testicles.  (Nelvana  ex- 
ecutives say  they're  willing  to  change 
the  title,  slightly,  to  Rupert  Bear.) 

By  virtue  of  necessity,  Canadian 
producers  have  become  far  and  away 
the  leaders  in  television  programming 
coproductions.  There  are  only  9.7 
million  TV   households   in    Canada, 


compared  with  93.1  million  in  the 
U.S.;  to  obtain  reasonably  high  quali- 
ty programming,  the  Canadians  have 
been  forced  to  find  partners  and  split 
the  costs.  They  have  also  worked  hard 
to  keep  their  costs  down. 

In  the  television  series  business, 
Canada's  leading  coproducers  are  Al- 
liance Communications  Corp.  and 
Nelvana.  Both  privately  held  and 
headquartered  in  Toronto,  they  were 
founded  by  filmmakers  in  the  early 
1970s.  Their  live-action  producers 
use  16mm  film  (a  60%  savings  over 
35mm  film  used  on  most  U.S.  prime- 
time  shows).  And  in  the  current  reces- 
sion, the  companies  negotiated  with 
Toronto's  local  unions  for  rates  15% 
lower  than  two  years  ago. 

This  hard-nosed  approach  to  costs 
is  starting  to  pay  off.  So  far  Canadian 
coproductions  like  Night  Heat  and 
Fly  By  Night  have  been  relegated  to 
late-night  or  other  fringe  periods  on 
the  three  major  U.S.  networks.  But 
coproductions  have  become  a  prime- 
time  staple  on  the  cost-conscious — 
and  expanding — cable  TV  networks. 
Alliance  is  a  coproducer  of  Border- 
town  and  The  Adventures  of  the  Black 
Stallion  on  the  Family  Channel,  while 
Counterstrike  appears  on  USA  Net- 
work. Nelvana  coproduced  the  live- 
action  series  T  and  T  for  the  Family 
Channel  and  the  long-running  Edison 
Twins  for  the  Disney  Channel. 

By  contrast,  the  Hollywood  majors 
are  still  cautiously  testing  the  copro- 
duction waters.  Matsushita's  MCA  ap- 
pointed an  executive  for  coproduc- 
tions; Paramount  bought  49%  of  Brit- 
ain's Zenith  Productions  in  1989. 
Meanwhile,  among  the  networks,  CBS 
and  NBc:  have  formed  joint  ventures 
with  British  production  companies. 
abc  holds  minority  stakes  in  German, 
French  and  Spanish  production  com-' 
panies  and  two  European  networks. 

Herb  Granath,  the  Capital  Cities/ 
ABC    executive    who    instigated    the 
company's    European    investments, 
did  so  in  order  to  secure  program 
ming  for  ABC's  cable  television  hold- 
ings. The  abc  network  has  no  coprO 
ductions    in    prime    time,    but    with 
eroding     network     viewcrship     and 
mounting  costs,  all  three  networks  are 
bound  to  explore  the  advantages  oi 
coproductions.    Granath    observes 
"The  car  chases  arc  just  not  affordable 
anymore."  ■ 
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Diamond  Anniversary  Bands  shown  $1,299  -$1,799 


This  year,  It'll  her  ytrud  marry  her  all  over  again, 

//  diamond  isjori'vvr. 


The  JatvhrWmhiuni 


Computerized  trading  systems  are  fast  eating  away  the 
New  York  Stock  Exchange's  dominance  of  securities 
trading.  Are  most  of  the  prices  quoted  on  the  Big  Board 
just  so  much  noise,  signifying  nothing? 

A  dwindling 


monopoly 


By  Richard  L.  Stern 

Yol'  are  proprietor  of  an  old,  estab- 
lished shop.  You  did  nicely  for  de- 
cades because  there  was  no  real  com- 
petition. Along  come  some  newcom- 
ers with  better  parking  facilities,  lower 
prices  and  more  efficient  ways  of  do- 
ing business. 

That's  roughly  the  situation  Wil- 


liam H.  Donaldson,  the  new  chair- 
man of  the  New  York  Stock  Ex- 
change, has  been  dealing  with  since 
he  took  office  in  January.  In  talks, 
letters  and  speeches  to  businessmen, 
politicians,  regulators  and  the  media, 
Donaldson  has  been  decrying  the  fact 
that  some  of  the  nation's  biggest  in- 


New  York  Stock  Exchange  Chairman  William  H.  Donaldson  in  Minneapolis 
He's  been  jawboning  in  the  halls  of  Congress  and  in  talks  to  businessmen 
around  the  nation  that  his  newer  competition  should  be  stopped 
or  John  Q.  Public  and  the  nation  will  suffer. 


vestors  are  increasingly  bypassing  his 
shop.  Donaldson  calls  this  the  "Bal- 
kanization1' of  the  markets.  He  insists 
it  will  hurt  the  small  investor  and  that 
the  competitiveness  of  U.S.  industrv 
could  suffer  if  the  Big  Board's  effi- 
cient new  competitors  aren't  curbed. 

Some  of  Donaldson's  biggest 
member  firms  have  been  patronizing 
the  rival  shops.  Morgan  Stanley,  Salo- 
mon Brothers  and  Bear,  Stearns  now 
execute  at  least  some  of  their  comput- 
erized trading  through  foreign  ex 
changes.  So  do  many  of  their  best 
customers:  Some  of  the  NYSE's  biggest 
institutional  customers  run  huge 
computer-driven  portfolios  pro- 
grammed to  match  major  market  in- 
dexes; in  the  constant  shuffling  and 
reshuffling  of  their  portfolios,  these 
pension  and  mutual  funds  are  increas- 
ingly trading  off-exchange  to  save 
transaction  costs. 

One  rival  shop  is  Instinet,  owned 
by  Reuters,  whose  Crossing  Network 
w  as  started  four  years  ago.  Another  is 
three-year-old  Posit,  owned  by  West 
Coast-based  broker  Jefferies  &  Co. 

On  some  days  the  rival  shops  han- 
dle up  to  10%  of  the  volume  in  New 
York  Stock  Exchange-listed  issues.  At 
a  shrewd  guess,  they  do  as  much  as 
50%  of  buy-and-sell  volume  in  pro- 
gram trading,  which  includes  many 
types  of  investing  based  on  indexes. 

No  question:  The  New  York  Stock 
Exchange's  power  and  profitability 
are  eroding.  Consider:  Three  years 
ago  a  New  York  Stock  Exchange  seat 
fetched  a  record  SI.  15  million;  Last 
month  one  changed  hands  for 
$350,000. 

Instinet  and  Posit  do  not  entirely 
bypass  the  New  York  Stock  Ex 
change.  Institutions  that  participate 
in  either  of  these  services  can  enter 
huge  orders  to  buy  mm\  sell  without 
revealing  to  the  market  who  they  are. 
Then,  once  a  day,  the  orders  arc 
matched  mu\  priced,  based  on  New 
York  Stock  Exchange  prices. 

For  Posit,  the  cross  occurs  at  a 
randomly  selected  time  between  1 
p.m.  and  2  p.m.,  Mt^\  the  stocks  arc- 
priced  at  whatever  the  market  price  is 
at  that  exact  moment.  The  Instinct 
Crossing  Network  cross  occurs  ai 
5:45  p.m.  and  is  based  on  the  market's 
closing  prices.  Posit's  trades  are  re- 
ported on  the  national  market  sys 
tern's  consolidated  tape.  Instinct's  get 
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reported  the  following  day. 

Now  comes  yet  another  computer- 
ized trading  mechanism  that  does 
without  the  NYSE  entirely:  Spaworks 
(Single  Price  Auction  Network). 
Spaworks,  which  started  trading  April 
15  on  a  limited,  experimental  basis 
with  virtually  no  volume,  has  Donald- 
son and  his  aides  worried.  Spaworks 
goes  further  than  Instinet  or  Posit  in 
bypassing  the  New  York  Stock  Ex- 
change, because  it  does  not  use  Big 
Board  prices  but  establishes  its  own. 

Here's  how  the  Spaworks  system 
trades.  Buyers  and  sellers  throughout 
the  day  enter  the  amount  of  the  stock 
and  the  price  range  at  which  they  want 
to  trade.  The  orders  continue  to  pile 
up.  At  5:15  p.m.  on  Mondays  and 
Wednesdays,  and  at  9  a.m.  on  Fridays, 
buy  and  sell  orders  are  matched  at  a 
price  that  will  get  most  of  the  orders 
executed.  The  pricing  is  set  at  the 
intersection  of  two  curves,  one  repre- 
senting stock  offered  and  the  other 
representing  stock  bid  for. 

If  the  curves  cross  at,  say,  42%,  all 
orders  to  buy  at  42V2  and  higher  will 
be  filled  at  42%,  and  all  orders  to  sell 
at  42x/4  or  less  will  be  filled  at  42%. 
Orders  placed  at  exactly  42%?  They'll 


be  filled  on  a  first  come,  first  served 
basis.  Of  course,  buy  orders  set  below 
42%  and  sell  orders  set  above  42% 
will  go  unfilled. 

Spaworks  does  away  with  continu- 
ous trading  as  in  the  regular  exchange 
and  o-t-c  markets.  It  is  a  throwback  to 
an  earlier  system  of  trading,  such  as 
that  still  used  to  establish  the  price  of 
gold  in  London,  where  buy  and  sell 
orders  are  matched  not  continuously 
but  twice  a  day. 

Spaworks  was  conceived  by  former 
Kidder,  Peabody  Vice  President  R. 
Steven  Wunsch.  It  was  designed  by 
some  computer  geniuses  from  Sey- 
mour Cray's  Cray  Research.  One  of 
Spaworks'  most  novel  features  is 
something  called  an  "open  book."  A 
Spaworks  user  can  call  up  on  his  or  her 
computer  screen  a  listing  of  the  buy 
and  sell  orders  entered  by  participat- 
ing institutions  and  watch  as  the  pric- 
ing fluctuates  based  on  the  buy  and 
sell  orders  being  entered. 

One  advantage  of  this  system,  from 
the  investing  institution's  point  of 
view,  is  that  it  eliminates  an  advantage 
the  New  York  Stock  Exchange  spe- 
cialist currendy  has  when  only  the 
specialist  knows  the  relative  strength 


of  buy  and  sell  orders. 

Some  institutions  will  also  like  the 
anonymity  Spaworks  can  give  them. 
While  participants  can  monitor  the 
supply  and  demand  curves,  they  can't 
know  who  is  making  the  offers  to  buy 
or  sell. 

Donaldson  and  other  stock  ex- 
change spokespeople  have  charged 
that  at  least  some  of  the  off- board 
trading  action  is  motivated  by  a  desire 
to  hide  trades  and  prices  from  public 
view.  This  may  be  true,  but  most  of 
the  trades  that  are  hidden  are  done 
not  by  Posit,  Instinet's  Crossing  Net- 
work or  Spaworks  but  overseas  by  the 
exchanges'  own  members. 

The  NYSE  has  enlisted  support  from 
Representative  John  Dingell 
(D-Mich.),  whose  populism  is  appar- 
ently outraged  by  this  alleged  secrecy. 
He  plans  to  hold  hearings  on  why  the 
SEC  is  giving  exemptions  to  systems 
like  Spaworks,  Instinet  and  Posit  and 
whether,  as  the  nyse  contends,  the 
Balkanization  of  the  markets  will  hurt 
the  small  investor. 

But  the  off-exchange  trading  sys- 
tems have  economics  going  for  them. 
They  save  money  for  investing  institu- 
tions.   In    a    brief   interview    with 


6.21am.  Back  at  The  Regent  of  Sydney, 
the  chef  slices  Rockhampton  paw^paw  for  breakfast. 


Every  morning  promises  a 
spectacular  view  of  the 
city.  With  an  equally  spec- 
tacular J  reakfast. 


the 
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Electronic  trading 

Forbes,  Donaldson  acknowledged 
that  a  great  deal  of  the  off- board 
trading  involves  index  funds  seeking 
to  reduce  transaction  costs.  How- 
much  can  be  saved?  Junius  Peake  is  an 
expert  on  the  subject.  Peake  teamed 
with  Wharton  professor  Morris  Men- 
delson  to  blueprint  one  of  the  first 
electronic  market  systems  back  in 
1976.  Peake  estimates  that  a  half- 
cent-a-share  drop  in  transaction  costs 
on  the  Big  Board  would  have  resulted 
in  a  saving  to  investors  of  $420  mil- 
lion in  1 989 ,  based  on  trading  volume 
of  42  billion  shares. 

Transaction  costs,  even  at  a  few 
pennies  a  share,  can  mount  up  when 
you  are  trading  in  huge  amounts, 


regular  markets.  The  seller  gets  a  bit 
more,  the  buyer  pays  a  bit  less,  as 
buyer  and  seller,  in  effect,  split  the 
middleman's  fee. 

Thus,  if  the  spread  is  one-quarter, 
the  buyer  and  seller  of  30,000  shares 
each  save  one-eighth,  or  $3,700.  The 
commission  on  Posit — 2  cents  a 
share — is  at  least  2  cents  less  than 
what  institutions  pay  to  go  through 
the  New  York  Stock  Exchange,  or  a 
savings  of  at  least  another  $1,200. 
Total  saved:  $5,000  on  a  30,000- 
share  transaction. 

cref,  the  $38  billion  college  teach- 
ers pension  fund,  has  done  some  ex- 
perimenting to  show  how  profitable  it 
is  to  be  a  specialist  and  stand  between 


Steven  Wunsch 
It  remains  to  be 
seen  whether  his 
Spaworks  com- 
puterized system 
for  trading 
stocks  will  catch 
on.  Neverthe- 
less, New  York 
Stock  Exchange 
officials  fought 
hard  against  SEC 
approval,  fearing  it 
would  draw  even 
more  order  flow 
away  from  their 
market. 


particularly  for  computerized  portfo- 
lios that  trade  constantly.  For  one  of 
its  index  funds,  Boston's  State  Street 
Bank  &  Trust  recently  traded  close  to 
4  million  shares  in  one  day  through 
Posit.  It  put  $71  million  into  61 
different  stocks  and  sold  $71  million 
worth  of  65  stocks. 

The  saving  to  the  fund,  as  com- 
pared with  doing  the  same  business 
on  the  exchange  floor,  was  consider- 
able. Using  the  NYSE's  specialist  sys- 
tem, a  buyer  would  pay  the  asked 
price  while  a  seller  would  take  the  bid; 
the  spread  between  the  two  goes  to 
the  specialist.  On  Posit,  however,  the 
price  to  buyers  and  sellers  is  set  mid- 
way between  the  bid  and  ask  of  the 


buyers  and  sellers  of  stocks.  CREF  Vice 
President  Eric  Fisher  reports  that  he 
has  been  using  its  sophisticated  com- 
puter system  to  mimic  specialists  and 
marketmakers.  The  computer  orders 
cref  to  buy  against  sell  orders  when 
they  cross  the  tape,  and  vice  versa. 
The  portfolio,  Fisher  says,  has  been 
outperforming  the  major  market 
indexes. 

Is  Spaworks  the  wave  of  the  future? 
Junius  Peake  doubts  it.  He  thinks 
Spaworks  represents  an  opening  point 
to  set  prices  that  will  be  followed  by  a 
continuous  electronic  market  with- 
out exchange  floors.  Says  Peake,  "I 
don't  think  people  just  want  to  trade 
once  in  a  while,  and  if  you  miss  the 


price  of  the  periodic  auction,  you  may 
want  to  trade  anyway,  and  you  need  a 
way  to  do  it." 

Junius  Peake  is  somewhat  skeptical 
about  Spaworks  because  he  thinks 
traders  will  be  reluctant  to  give  up  the 
luxury  of  continuous  trading.  How- 
ever, Wunsch  argues  that  his  system 
will  actually  improve  liquidity  because 
prices  will  not  change  until  a  big 
volume  of  orders  has  piled  up  on  both 
sides.  Wunsch  says  that  most  intra- 
day  trading  is  just  so  much  noise. 
Continuous  trading  gives  dealers  and 
brokers  the  opportunity  to  clip  off 
commissions  and  fractions  on  trades. 
It  also  means  order  imbalances  are 
frequent,  since  you  can't  expect  all 
potential  buyers  and  sellers  to  appear 
at  the  same  exact  moment.  That's  why 
stock  prices — General  Motors,  for  in- 
stance— may  vary  by  $1  during  a  day 
even  if  there's  no  news.  Does  it  make 
sense  that  General  Motors  as  a  com- 
pany could  be  worth  $  1  billion  more 
in  the  morning  than  in  the  afternoon? 

But  with  or  without  continuous 
trading,  Bill  Donaldson  and  his  New 
York  Stock  Exchange  crew  may  be 
fighting  a  rearguard  action.  Nobel 
Prize-winning  economist  Merton 
Miller  of  the  University  of  Chicago 
thinks  the  exchanges  will  continue  to 
lose  business  until  they  give  the  cus- 
tomers what  they  really  need — cheap- 
er transaction  costs.  Miller  offers  an 
analogy:  When  truckers  started  taking 
the  cream  of  the  business,  the  rail- 
roads lobbied  Congress  to  fix  trucker 
prices,  arguing  that  if  they  couldn't 
keep  their  near  monopoly  on  freight, 
the  little  old  lady  in  Missoula,  Mont, 
would  lose  her  passenger  rail  service. 

In  the  end  she  lost  the  service  any- 
way, but  buses  and  good  highways 
and  feeder  airlines  expanded  to  serve 
her  better  than  the  railroads  ever  did. 
The  analogy  probably  applies  equally 
to  her  modern-day  investing  counter- 
part, the  individual  investor. 

Steve  Wunsch  says  that  he  hopes 
the  individual  investor  will  eventually 
be  able  to  participate  in  his  system. 
Junius  Peake  has  the  same  hope  for 
continuous  electronic  trading.  A  bro- 
ker or  bank  or  any  other  business 
could  join  a  computerized  trading 
system  and  offer  access  to  it  to  any 
investor  for  a  small  tec. 

Stop  the  world,  the  New  York 
Stock  Fxchange  wants  to  gel  off  IB 
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Today  the 
high  performance 

ofOOMPAQ 

is  more  desirable 

thanever. 


\ 


Now,  our  new  price 

more  attainabl 


The  COMPAQ  DESKPRO  286n  PC  and 

COMPAQ  DESKPRO  386n  PC  are  our  most 

affordable  desktops.  Our  smallest,  too. 

They  won 't  look  big  on  your  desk. 

Or  your  bottom  line. 


Our  most  popular  desktops 

are  now  priced  that  way, 

too.  From  the  COMPAQ 

DESKPRO  386s  PC 

to  the  COMPAQ 

DESKPRO  386/25e  PC. 


The  COMPAQ  SLT386S/20  PC 

packs  Intel  386SX  performance 

and  full  functionality  into  a 

battery-powered  laptop  that 

is  as  affordable  as 

it  is  powerful. 


The  COMPAQ  DESKPRO  486/33L  PC 

is  for  the  power  user  who  simply 

refuses  to  compromise  on  anything 
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re  also  making  it 
an  ever 


'  *  '7  *  "~  *  •"  t  -.  «•  ■" 


At  8.5" x  11"  no  other 

notebook  packs  more 

features  into  a  design  as 

small  as  the  award-winning 

.   COMPAQ  LTE386S/20  PC. 

With  our  new  prices,  why 

carry  anything  else? 


Serve  more  for  less  with  the  COMPAQ 
SYSTEM  PRO  PC  System.  It  brings 
unprecedented  performance  and  expansion 
to  a  wide  range  of  connected  environments. 


For  everyone  facing  the  challenge  of  doing 
more  with  less,  help  has  arrived. 

Because  now,  all  the  most  popular 
COMPAQ  personal  computers  and  PC  systems 
are  more  affordable  than  ever. 

Our  new  prices  mean  that  millions  of 
people  can  now  discover  what  millions  of 
COMPAQ  users  already  know:  COMPAQ  PCs 
simply  work  better. 

At  Compaq,  "It  simply  works  better"  is 
not  just  a  slogan.  It's  the  goal  behind  every 
product  (and  every  component  of  every 
product)  we  build. 

Working  better  means  designing  prod- 
ucts in  response  to  people's  needs,  not  our 
own.  It  means  putting  the  latest  innovations 
to  work  to  enhance  your  investment  in  PC 
technology,  not  render  it  obsolete. 

Working  better  means  ensuring  reliability 
and  compatibility  by  subjecting  our  PCs  to 
exhaustive  testing.  It  also  means  supporting 
them  the  world  over  through  our  thoroughly 
trained  dealer  network. 

Yes,  our  prices  are  now  lower.  But  our 
standards  are  as  high  as  ever.  Just  imagine 
the  impact  these  two  simple  facts  can 
have  on  your  company. 

Your  Authorized  COMPAQ  Computer 
Dealer  can  provide  you  with  complete  pricing 
and  product  information.  Or  we  can  give 
you  our  suggested  resale  prices  and  the 
location  of  the  dealer  nearest  you.  Just  call 
1-800-231-0900,  Operator  152.  In  Canada, 
1-800-263-5868,  Operator  152. 

comma 

It  simply  works  better. 


How  music  companies  package  compact 
discs  has  become  a  statement  on  their 
feelings  toward  Mother  Nature. 

"Ban  the  box!" 


By  Peter  Newcomb 


box  with  a  folded  cardboard  cover 
that  usually  is  not  discarded.  And 
both  come  in  a  long  format,  so  that 
retailers  can  stock  the  discs  in  their 
existing  shelves. 

A&M  Records  is  using  the  Digi- 
Tfack  packaging  system,  made  by  agi, 
Inc.,  a  packaging  firm.  The  box  costs 
about  15  cents  more  than  the  25-to- 
3 5 -cent  longbox.  Digi-Track  has  got- 
ten rid  of  the  offensive  hard  plastic 
boxes,  but  to  keep  the  package  stiff 
enough  to  make  it  stand  up  on  a  shelf, 
Chalk  UP  another  victory  for  the  pan.  This  upset  retailers,  especially  the  Digi-Track  employs  two  nonbiode- 
tree  huggers.  As  more  and  more  pop  smaller  mom-and-pop  outfits  that  gradable  plastic  strips  that  can  be 
recording  acts  glom  on  to  environ-  can't  afford  the  electronic  antitheft  recycled.  Big  acts  like  Sting  and  the 
mental  issues  as  their  cause  celebre,  gear  that  the  big  chain  stores  employ.  Grateful  Dead  have  opted  to  use  Digi- 
the  record  industry,  which  has  a  way  Some  retailers  at  first  refused  to  carry  Track,  even  though  they  see  it  as  only 
of  supporting  anything  that  will  help  the  disc.  Others  stocked  it  in  out-of-  a  temporary  solution, 
sell  records,  is  bending  over  back-  the-way  corners.  This  did  nothing  The  most  environmentally  pure  de- 
wards  to  come  up  with  packaging  good  for  sales.  Shaking  the  Tree  has  sign,  to  be  introduced  early  next  year, 
designs  that  its  stars  will  find  environ-  yet  to  sell  a  half-million  units.  Ga-  comes  from  Ivy  Hill,  a  packaging 
mentally  acceptable.  briePs  last  record,  shipped  in  a  long-      division  of  Time  Warner.  It  will  be 

At  issue  is  the  cardboard  packaging     box,  sold  over  2  million  copies.  used  by  wea,  the  marketing  and  distri- 

of  the  compact  disc — the  "longbox,"  This  was  language  the  record  pro-  bution  arm  for  Warner  Bros.  Records, 
as  the  design  is  known  in  trade  jargon,  ducers  could  understand,  and  the  among  others.  The  box,  called  the 
Unique  to  U.S.  music  stores,  the  6-  companies  raced  to  develop  new  CD  Eco-Pak,  appears  to  have  all  the  ingre - 
by- 12 -inch  longbox  was  designed  to  packages  that  would  please  retailers  as  dients  to  make  everybody  happy.  It 
thwart  shoplifters  and  to  fit  nicely,  in  a  well  as  performers.  Today  two  designs  will  be  made  of  a  mix  of  recycled 
pair,  into  the  retailers' preexisting  12-  are  competing  for  everyone's  favor,  paper — fewer  wasted  trees — andplas- 
by-  12-inch  record  album  bins.  Both  replace  the  5-by-5V2-inch  plastic      tic,  and  it's  shipped  in  an  1  lVfe-by-S- 


Here's  the  rub:  The  discs 
themselves  need  only  a  5- 
by-5V2-inch  box.  Usually 
that  box  is  made  of  nonbio- 
degradable plastic.  That's 
one  strike  against  the  pack- 
aging. Another  is  that  the 
longbox  consumes  over 
twice  as  much  paper  as  it 
needs.  So  a  lot  of  perform- 
ers are  complaining  that 
longboxes  waste  trees. 
Starting  around  a  year  ago, 
acts  like  Sting,  Peter  Gabri- 
el and  the  Grateful  Dead, 
when  not  crusading  to  save 
the  rain  forests,  began  cam- 
paigns to  save  the  world 
from  the  longbox.  Soon, 
"Ban  the  box!"  rallying 
cries  were  heard  through- 
out the  industry. 

In  December  Geffen 
Records  tried  to  green  up 
its  packaging  act.  Geffen 
shipped  Peter  Gabriel's 
new  Shaking  the  Tree  disc  in 
just  the  hard  plastic  5-by- 
5V2-inch  case,  the  way  ens 
arc  sold  in  Europe  and  Ja- 
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Variations  on  a  packaging  theme 
Performers  like  Sting  and  Peter  Gabriel 
helped  create  a  packaging  nightmare. 


inch  design.  Take  off  the 
plastic  shrink-wrap,  and 
Eco-Pak  folds  into  a  cover 
for  the  disc.  Shorewood 
Packaging  Corp.,  a  publicly 
owned  packaging  company 
that  has  about  40%  of  the 
compact  disc  packaging 
market,  says  it  will  produce 
whichever  design  the  in- 
dustry chooses. 

Both  alternative  packag 
ing  designs  use  plastic 
shrink-wrapping.  But  this  is 
apparently  of  no  concern  to 
the  music  people.  Nor  have 
the  rock  music  greenies 
turned  their  wrath  on  the 
hard  plastic,  shrink 
wrapped  shell  in  which  au 
diocassette  tapes  arc  sold. 
Interestingly,  prerecorded 
cassette  tapes  outsold  discs 
by  nearly  50%  in  unit  sales 
last  year;  they  probably  earn 
the  music  industry  too 
much  money  to  consider 

tampering  with  them,  c\cn 
in  the  name  of  a  cleaner 
environment  ■ 
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a  chauffeur.  By  a  need— to  excel  Which  explains  his 


sprinting  from  rest  to  60  m.p.h.  in  hut  6.8  seconds. 
Sybaritic  luxury  means  you  loafabng  at  un- 


choicc  of  motor  car.  Hie  one  AutoCar  &  Motor  calls       rnentionable  speech  in  a  coach  that  takes  Rolh-Royce 
"an  outrageous  concoction  of  sledgehammer  perfor-       Motor  Cars  100  days  to  hand-build.  Atop  a  suspen- 


mance  and  sybaritic  luxury: 


sion  that  follows  your  every  whim.  In  a  cabin  with 


Sledgehammer  performance,  in  Beniley  terms,        enough  Connolly  hide  tocarpet  a  10 ft.  by26ft.  room. 

means  a  turbocharged  6.75      _- -s^%^K^*^M^§ Lacking  race  track 

liter  VS  whose  Herculean        "-=^^^|/"C^    )^^^^"       experience,  your  chauffeur, 
torque  makes  turbo  lag  obsolete.  It  ^^^^^  al  ^  shoM  ^  a  P^°tS 

means  5300  pounds  of  steel  sculpture        ^mwflfir         license.  Call  1-313441-1234. 

Have  You  FlownThe  Bentley  Turbo  R? 

©  Rolls-Royce  Motor  Cans  Inc.,  1991.  Thr  names  ^B«'iill«ry^  and  "  liirbo  R"  ami  the  badge  and  radiator  grille  are  registered  lra«l<-rnarks. 


Sex,  nepotism  and  dependence  on  a 
66-year-old  product.  Was  this 
any  way  to  run  a  company? 

Eye  for  beauty, 
nose  for  profits 


By  Phyllis  Berman 

Can  a  smallish  family  company  pros- 
per in  a  business  dominated  by  huge 
companies  and  huge  budgets?  Guer- 
lain  S.A.  is  living  evidence  that  it  can. 
This  perfume  company  is  nothing  if 
not  idiosyncratic,  eccentric  even. 

A  Guerlain,  Jean- Paul,  still  selects 
the  company's  scents  and  dedicates 
them,  he  claims,  to  women  he  loves  or 
has  loved.  The  company's  board  is 
still  dominated  by  Guerlains,  and 
Guerlains  own  85%  of  the  stock. 
Founded  in  1828,  the  company  is 
virtually  undiversified.  Its  line  of 
scents  is  supplemented  only  by  a 
smallish  cosmetics  business.  One  sin- 
gle scent,  Shalimar,  accounts  for  near- 
ly a  quarter  of  sales;  worldwide  reve- 
nues are  just  $300  million. 

Perfume  is  the  stuff  of  dreams  not 
only  for  the  women  who  wear  it  and 
the  men  who  give  it  but  also  for  the 
companies  that  make  a  successful 
scent.  Once  launched,  a  perfume  can 
be  a  great  moneymaker  if  it  attracts  a 
following,  because  it  sells  for  many 
times  the  costs  of  the  ingredients  and 
packaging.  But  big  money  has  been 
lost  in  trying  to  launch  perfumes.  Last 
year  Christian  Lacroix's  C'est  La  Vie 
lost  an  estimated  $10  million  to  $12 
million  in  the  U.S.  alone.  The  market 
is  finicky,  success  often  ephemeral. 

Ever  since  1969,  when  Charles 
Revson  asked  designer  Norman  Nor- 
ell  to  introduce  a  new  fragrance  for 
Revlon,  the  pace  of  perfume  intro- 
ductions has  been  accelerating.  Other 
American  fashion  designers  got  into 
the  act — Halston,  Ralph  Lauren,  Os- 
car de  la  Renta.  European  designers 
followed.  Next  came  jewelry  design- 
ers such  as  Van  Cleef  &  Arpels,  and 
celebrities  like  Sophia  Loren. 
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to  give  out  free  samples. 

Not  surprisingly,  all  this  has  put 
tremendous  pressure  on  the  Guerlain 
family.  Shalimar  is  a  scent  maker's 
dream:  It  was  introduced  in  1925  and 
has  remained  a  global  favorite.  It  is 
considered,  along  with  Chanel  No.  5 
and  Nina  Ricci's  L'air  du  Temps,  one 
of  the  great  classics.  But  newer  scents 
in  Guerlain's  line  didn't  fare  so  well, 
including  Eau  de  Guerlain  and  Na- 
hema.  Guerlain's  share  of  the  world- 
wide fragrance  market  dropped  sig- 
nificantly between  the  early  Seventies 
and  the  mid -Eighties.  New  fragrances 
were  presented  regularly  on  the  mar- 


Jean-Paul  Guerlain,  the  "nose" 
A  new  perfume  for  each 
new  love. 


Everyone  had  a  perfume.  The  pace 
has  become  so  frenetic  that  now  40  to 
60  new  scents  are  added  each  year  to 
the  nearly  800  in  U.S.  distribution. 
Many  of  these  are  backed  by  mam- 
moth budgets  from  mammoth  parent 
companies  such  as  Unilever,  Avon 
Products  and  Estec  Lauder. 

Yet  the  perfume  market  is  not 
growing.  Each  successful  new  label 
takes  away  from  an  existing  one.  Fra- 
grance sales  overall  have  been  almost 
flat  at  around  $3  billion  for  the  past 
two  yeais.  (Unit  volume  has  actually 
been  down.)  Today  the  fragrance  de- 
partments of  even  dignified  stores 
resemble  carnivals.  Models  stand  in 
the  aisles  waiting  to  spritz  passersby  or 


Perfume  organ  at  Courbevoie,  France 
An  array  of  bottles,  each  containing  a 
single  fragrance  "note." 


ble  counters  of  the  Guerlain  boutique 
on  the  Champs  Elysees  and  perfume i 
ies  and  department  stores  worldwide. 
But  the  real  sellers  were  the  classics 
developed  by  Jean- Paul's  grandfather 
Jacques.  These  include  L'heure  Bleu, 
Vol  de  Nuit  and,  of  course,  Shalimar. 
Guerlain's  most  spectacular  failure 
was  Jardins  de  Bagatelle.   It   had  a 
light,  flower)'  aroma  that  didn't  ap 
peal  to  the  U.S.  market.  Guerlain 
introduced  it  here  with  a  relatively 
small  budget  in  the  early  1980s,  just 
after  the  introduction  of  Giorgio  mk\ 
before  Calvin  Klein  launched  Obses 
sion,    both    sew    blockbluster    Ira 
grances  that  changed  the  lace  <>l  tin- 
industry. 
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Soon  after  Bagatelle's  flop,  the 
family  decided  it  had  to  take  action. 
The  head  of  the  family,  Jean-Pierre 
Guerlain,  now  86,  called  a  meeting  of 
the  conseil  de  surveillance,  the  family 
board.  Attending  were  two  other 
"Uncles,"  as  they  are  known  around 
the  boutique:  Jean-Jacques,  85,  and 
Marcel,  82.  Also  present  was  the  next 
generation:  Jean-Paul,  54,  Robert, 
53,  and  Philippe,  63. 

The  group  decided  to  greatly  ex- 
pand its  line  of  cosmetics  in  the  U.S. 
At  the  same  time,  the  family  decided 
that  their  next  perfume  launch  would 
be  done  differently.  In  a  tradition- 


Belmondo,"  he  says  matter-of-factly. 
"I  thought  the  way  to  get  to  a  woman 
was  to  create  a  perfume  for  her.  It  is 
part  of  the  seduction — to  make  the 
most  beautiful  woman  love  me." 

The  result:  Samsara.  Jean-Paul 
traces  Samsara  not  to  outside  blenders 
but  to  his  latest  love.  While  he  won't 
tell  her  name,  he  calls  her  "the  most 
beautiful  woman  in  the  world,"  and 
we  understand  she  is  a  blonde,  blue- 
eyed  equestrienne.  The  scent  is  a 
blend  of  sandalwood  and  jasmine. 
Jean-Paul  didn't  rely  entirely  on  his 
olfactory  nerves.  He  worked  with  300 
formulas,  of  which  the  finalists  were 


breaking  move,  the  family  hired  test 
marketers  and — gulp! — even  com- 
missioned fragrances  from  outsiders, 
including  International  Flavors  & 
Fragrances  and  Firmenich. 

But  the  break  with  tradition  was 
tentative:  The  Guerlains  finally  deter- 
mined to  keep  the  family  touch.  They 
turned  again  to  Jean- Paul,  who  re- 
mains the  family  "nose."  That  means 
he  is  the  one  who  suggests  a  recipe, 
then  sniffs  the  resulting  concoction  to 
determine  whether  it  is  good. 

Jean-Paul  is  also  a  confessed  lothar- 
io  and  claims  to  combine  his  avoca- 
tion with  his  vocation.  Every  time  he 
falls  in  love,  he  says,  he  creates  a 
perfume.  "I  am  not  as  attractive  as 


The  Guerlain  family 

Still  controls  the  company  founded  by 

ancestors  163  years  ago. 


test  marketed  in  the  same  way  Procter 
&  Gamble  test  markets  soaps.  But  he 
maintains  that  he  insisted  on  match- 
ing the  ultimate  scent  to  his  vision  of 
the  beautiful  blonde. 

The  family  agreed  to  a  $50  million 
promotional  blitz  for  Samsara  in 
1989,  among  the  largest  amounts 
ever  spent  in  a  single  year  by  anyone  in 
the  industry.  Then  it  hired  a  couple  of 
Harvard  M.B.A.s,  one  in  France  and 
one  in  the  U.S.,  to  help  run  the 
company.  Some  of  the  money  went 
for  promotions  in  about  50  U.S.  de- 
partment and  specialty  stores.  Macy's, 
for  example,  agreed  to  feature  Samsa- 
ra in  its  windows,  and  large  replicas  of 
the  shiny  red  Samsara  botdes  dotted 


its  first  floor  for  three  weeks. 

In  19  carefully  selected  stores  the 
company  has  built  boutiques,  all  of 
them  replicas  of  the  original  Guerlain 
boutique  on  the  Champs  Elysees. 
This  year  Guerlain  will  add  5  to  7 
more  boutiques. 

Samsara,  introduced  with  fanfare  in 
October  1989,  has  prospered  so  far 
despite  one  of  the  biggest  downturns 
in  the  history  of  French  luxury  goods. 
After  18  months  in  stores,  it  generates 
nearly  as  much  business  as  the  ever 
profitable  Shalimar.  It  has  now  paid 
back  the  initial  $50  million  promo- 
tional cost  poured  into  it. 

Samsara  is  in  800  stores  in  the  U.S. 
and  within  another  year  will  be  in  over 
900.  This  broad  roll-out  is  necessary  if 
Guerlain  is  to  continue  to  spend 
heavily  to  promote  the  brand.  Ac- 
cording to  Allan  Mottus,  a  marketing 
consultant,  Guerlain  risks  cannibaliz- 
ing its  Shalimar  customer  base.  It  also 
risks  making  Samsara  less  exclusive. 

Exclusivity  is  important:  Custom- 
ers are  fashion -conscious  women  who 
wear  a  new  fragrance  the  same  way 
they  wear  designer  label  clothes.  They 
want  the  newest,  hippest,  most  fash- 
ionable scent  of  the  moment. 

However,  Samsara  may  have  a  ma- 
jor trend  going  for  it.  In  the  early 
Eighties  most  of  the  new  fragrances 
were  aggressive,  sexy,  loud,  overpow- 
ering, like  Giorgio.  Samsara  got  in  on 
the  beginning  of  a  new  trend  of  tradi- 
tional romantic  fragrances,  a  return  to 
floral-orientals. 

Can  the  momentum  be  sustained, 
especially  if  other  fragrances  get 
equally  big  promotional  treatment? 
The  life  cycle  of  all  cosmetics  has  been 
foreshortened  by  the  frenetic  compe- 
tition.  Worse  yet,  any  fragrance  can  be 
copied — even  one  like  Samsara, 
whose  secret  formula  is  locked  up  in  a 
safe  at  the  compai  y's  laboratories 
outside  Paris. 

About  all  this  Jean-Paul  is  philo- 
sophical: So  many  perfumes  today 
flop,  he  says,  because  there  is  no 
woman  behind  them — just  a  corpo- 
rate composite  designed  by  market 
researchers.  There's  something  to 
what  he  says:  By  combining  the  best 
of  modern  marketing  with  old-fash- 
ioned feel  and  "nose,"  Guerlain  may 
have  found  the  secret  of  prospering  as 
a  small  family  company  against  mega- 
bucks  and  megacorporations.         ■■ 
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While  Michael  Milken  languishes  in  a  northern  California  prison 
in  justified  or  unjustified  punishment  for  his  role  in  the 
roaring  Eighties,  many  of  his  former  colleagues  are  flourishing. 

We're  all  right,  Jack 


By  Gretchen  Morgenson 

Skull  and  Bones,  that  most  rarefied 
of  Yale's  secret  societies,  may  be  easi- 
er to  penetrate  than  was  Drexel  Burn- 
ham  Lambert's  clubby  junk  bond 
trading  room  in  Beverly  Hills.  Get- 
ting into  Skull  and  Bones  may  or  may 
not  have  helped  make  generations  of 
selected  Yale  men  successful;  obtain- 
ing a  key  card  for  Milken's  legendary 
trading  room  almost  guaranteed 
quick  millions  for  his  associates. 

But  while  Milken  was  an  astute 
judge  of  balance  sheets  and  markets, 
he  was  an  indifferent  judge  of  charac- 
ter. Some  of  the  people  he  backed 
turned  out  to  be  brilliant  entre- 
preneurs— people  like  William 
McGowan  of  mci  Communications, 
Craig  McCaw  and  Roger  Stone.  But 
he  also  raised  huge  sums  for  the  likes 
of  Meshulam  Riklis  and  Victor  Posner 


and  the  felonious  Ivan  Boesky.  The 
same  could  be  said  of  his  immediate 
associates:  a  mixed  bag.  A  longtime 
senior  associate  claims  that  Milken's 
judgment  was  almost  uniformly  bad 
in  picking  subordinates.  He  says: 
"His  [Milken's]  crew  was  like  a  prize 
fighter's  entourage,  hangers-on  that 
ranged  from,  at  best,  mediocre  to,  at 
worst,  thieves.  Milken  never  had  the 
fortitude  to  get  rid  of  the  bad  ones." 
Where  are  they  now — the  good, 
the  bad,  the  indifferent? 

The  Dealsters 

Peter  Ackerman,  executive  vice 
president,  top  Milken  aide 

With  an  estimated  $100  million  in 
profits  from  his  participation  in  the 
firm's    controversial    private    invest- 


ment partnerships,  Peter  Ackerman 
doesn't  have  money  worries.  He 
does,  however,  have  legal  woes:  The 
U.S.  government  is  said  to  be  investi- 
gating these  partnerships  for  evidence 
of  securities  fraud. 

The  government  will  likely  argue 
that  the  partnerships  got  sweetheart 
deals  thanks  to  Drexel's  lock  on  the 
junk  bond  market.  Here's  how  it  al- 
legedly worked:  A  client  would  sell 
bonds  to  Drexel  at  $80;  they  would 
go  into  a  partnership  at  $80.25.  In  a 
short  time,  the  partnership  would  sell 
the  bonds  back  to  Drexel  at  $88. 
Drexel  would  sell  them  to  an  outside 
client  at  $88.25. 

Ackerman  was  the  biggest  partici- 
pant in  the  lucrative  Drexel  partner- 
ships after  Michael  Milken's  brother 
Lowell.  A  source  familiar  with  the 


Peter  Ackerman 
Pursuing  the  literary  life 
in  London. 


k 

Leon  Black 

Cleaning  up  the  debt  mess 

he  helped  make. 


John  Kissick 

Black's  part-time  man 

in  Los  Angeles. 
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investigations  says  the  government  is 
"not  likely  to  settle"  with  him. 

Where  is  Ackerman  now?  Reached 
at  his  home  in  London,  Ackerman 
refused  to  talk.  He  is  reportedly  writ- 
ing a  book  on  economic  policy.  The 
mind-numbing  title:  Nonviolent 
Sanctions:  Their  Strategic  Use  in  Con- 
flict and  Defense. 

Leon  Black, 
managing  director 

Out  on  his  own,  Black,  39,  has  set  up 
Apollo  Advisors,  an  institutional 
money  management  firm  that  special- 
izes in  debt  restructurings  (Forbes, 
Mar.  18).  One  of  his  biggest  invest- 
ments: highly  leveraged  textile  maker 
Fruit  of  the  Loom. 

Controversy  follows  Black.  First  he 
raised  hackles  when  he  demanded  his 
1989  bonus — $15  million — from  the 
beleaguered  Drexel  mostly  in  cash. 
Others  got  now-worthless  stock. 
With  a  seemingly  clear  conscience,  he 
now  goes  about  the  country  buying 
pieces  of  debt-laden  companies  and 
offering  to  straighten  out  some  of  the 
messes  he  helped  create.  The  latest: 
Black's  firm  is  acting  as  adviser  to 
European  clients  looking  to  invest  in 
failed  insurer  First  Executive's  Cali- 
fornia unit.  Under  Fred  Carr,  First 
Executive  was  one  of  the  largest  buy- 


ers of  Drexel  junk  on  the  planet. 

Donald  Engel, 
managing  director 

The  people  business — that  was  En- 
gel's  specialty.  Whether  introducing 
sellers  of  companies  to  interested  buy- 
ers or  junk  bond  customers  to  women 
at  the  annual  high-yield  conference, 
Engel  had  a  reputation  for  getting 
folks  together. 

Many  years  before  Milken  trans- 
formed Drexel  into  a  powerhouse, 
Engel  was  selling  stocks  at  the  then- 
middling  firm.  Later,  however,  he 
moved  to  corporate  finance,  where  he 
handled  the  account  of  the  notorious 
Victor  Posner.  He  left  Drexel  in  1984 
but  Milken  didn't  forget  him;  Engel 
worked  as  a  corporate  finance  consul- 
tant. Then,  in  1987  Engle  returned 
briefly  as  cochief  of  Drexel's  Invest- 
ment Banking  Group  in  charge  of 
getting  new  clients. 

Engel  has  kept  busy  sitting  on  the 
board  of  Rexnord  Corp.,  partially 
owned  by  the  Fairchild  Corp.,  a 
Drexel  creation  run  by  Jeffrey  Steiner. 
But  now  he's  back  in  the  relationships 
business  full  force.  He's  started  up  a 
financial  consulting  firm  called  the 
Crystal  Group  with  college  pal  Sylvan 
Schefler,  another  ex-managing  direc- 
tor at  Drexel.  Operating  out  of  Bear, 


Stearns'  headquarters  in  New  York, 
Engel  is  putting  together  people  who 
want  to  do  deals. 

John  Kissick, 

senior  executive  vice  president 

The  corporate  finance  department  in 
Beverly  Hills  was  Kissick's  domain,  a 
job  given  to  him  by  Drexel  Chairman 
Frederick  Joseph,  with  whom  he'd 
worked  at  Shearson  in  the  1970s. 
Back  then,  Kissick  was  known  to  col- 
leagues as  a  very  smart,  extremely 
hardworking  and  straitlaced  invest- 
ment banker. 

Until  now,  Kissick  has  been  lying 
low  in  Los  Angeles.  He  is  a  consultant 
to  Leon  Black's  Apollo  Advisors,  but 
says  he  doesn't  plan  to  join  the  firm 
any  time  soon.  Kissick  doesn't  need  to 
work.  After  whining  that  only  traders 
were  getting  in  on  lucrative  Drexel 
partnerships,  he  talked  Milken  into 
setting  up  Concordia  Partners  for 
corporate  finance  guys.  His  take? 
Chump  change  compared  with  Ack- 
erman's:  only  a  few  million. 

The  Traders 

James  Dahl, 

top  junk  salesman 

With  his  blond  hair  and  wire -rimmed 
glasses,  Dahl  looked  like  a  boy  scout. 


James  Dahl 

A  happy  homesteader  and 

singing  like  a  canary. 


■ 

Frederick  Joseph 
Still  on 
the  payroll. 


■ 

Edwin  Kantor 
Helping  Joseph  sell 
what's  left  of  Drexel. 
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Drexel  Burnham  Lambert 


Yet  he  specialized  in  dealing  with 
sleazy  characters,  peddling  junk  paper 
to  the  likes  of  Thomas  Spiegel,  the 
man  who  paid  himself  as  much  as  $9 
million  a  year  for  running  Columbia 
Savings  &  Loan.  Among  Dahl's  other 
clients:  the  notorious  David  Paul  of 
CenTrust  Savings  Bank  and  Charlie 
Keating  of  Lincoln  Savings  &  Loan. 
Dahl  was  also  a  big  and  eager  partici- 
pant in  the  famed  Drexel  investment 
partnerships. 

Though  Milken  enriched  Dahl  be- 
yond his  wildest  dreams,  Dahl  sup- 
plied information  to  the  U.S.  govern- 
ment that  was  vital  in  its  case  against 
his  boss.  For  this  he  was  granted 
immunity. 

What's  Dahl  doing  now?  Accord- 
ing to  his  attorney,  he  and  his  wife  are 
overseeing  the  building  of  two 
homes,  one  in  Los  Angeles  and  one  in 
Jacksonville,  Fla.,  Dahl's  home  state. 

But  even  in  Florida,  Dahl's  life 
hasn't  been  entirely  sunny.  Just  last 
month  he  settled  a  civil  lawsuit  filed 
against  him  by  the  FDIC  for  his  role  in 
the  S&L  disaster.  Working  to  recover 
funds  from  thrift  looters,  legal  pros  at 
Cravath,  Swaine  &  Moore  homed  in 
on  Dahl  as  salesman  in  chief  to  the 
s&ls.  In  the  settlement,  Dahl  agreed 
to  cooperate  and  to  give  up  much  of 
his  partnership  interests.  Gone  are  the 


Robert  Linton 
Making  it  on 
the  show  biz  scene. 


days  when  he  would  answer  col- 
leagues' questions  with  an  arrogant 
shrug:  "I  don't  have  to  worry.  I've 
got  $50  million  and  immunity." 

Gary  Winnick, 
bond  trader,  later  head  of 
Pacific  Asset  Management  < 

He  didn't  make  it  as  a  stockbroker, 
but  Winnick  made  it  big  as  one  of 
Milken's  favored  traders.  Winnick 
soon  developed  a  reputation  among 
colleagues  for  strong-arming  clients. 
He  left  Drexel  in  1985.  In  the  end 
Milken  was  almost  always  soft  on  his 
associates.  Winnick  ended  up  running 
Pacific  Asset  Management,  managing 
some  S500  million  in  funds  raised  by 
Drexel. 

Winnick  was  roundly  loathed  by 
colleagues  even  before  he  was  granted 
immunity  from  federal  prosecution, 
like  Dahl,  for  helping  nail  his  benefac- 
tor. He's  still  advising  investors,  but 
his  Beverly  Hills  firm  is  now  called 
Pacific  Capital.  The  company  is  doing 
merchant  banking  transactions  for 
wealthy  Japanese  families. 

The  Managers 

Frederick  Joseph, 
chief  executive  officer 

Now  vice  chairman  at  Drexel,  Joseph, 
54,  is  working  with  the  lawyers  on  the 
many  civil  suits  involving  the  firm. 

Joseph  doesn't  always  work  a  full 
week,  but  his  pay  isn't  bad.  Joseph's 
1991  salary  checks  in  at  $375,000, 
down  from  $450,000  last  year.  A 
spokesman  says  Joseph  is  "not  in- 
volved in  forward  planning  for  the 
firm." 

Edwin  Kantor, 
vice  chairman 

As  chief  of  trading  at  Drexel,  Edwin 
Kantor,  59,  was  in  theory  Milken's 
boss.  In  reality,  Michael  Milken 
didn't  have  a  boss. 

Kantor  remains  at  Drexel,  oversee- 
ing the  sale  of  the  firm's  assets  with 
colleague  Warren  Trepp,  one  of  Mil- 
ken's West  Coast  traders.  Kantor  and 
Trepp  together  made  $1.25  million 
last  year;  this  year,  their  remuneration 
is  likely  to  be  knocked  down.  The 
judge  in  the  case  is  expected  to  limit 
all  executives'  salaries  to  $10,000  a 
week.  Oh  well,  we  all  have  to  make- 
sacrifices  sometimes. 


Robert  Linton, 
former  chairman 

Linton,  65,  was  a  career  Drexel  man; 
he  started  with  the  firm  in  1946, 
before  Michael  Milken  was  even 
born.  When  he  left  a  litde  over  a  year 
ago,  Linton  got  together  with  a  for- 
mer business  associate  to  form 
Leslie/Linton  Entertainment  Group, 
investing  personal  and  family  money 
in  the  entertainment  industry.  So  far 
the  firm  has  done  six  deals — right  now 
they're  financing  a  direct- mail  dis- 
count video  club.  Linton  lives  the  luxe 
life:  He  maintains  homes  in  fashion- 
able Rye,  N.Y.  and  Santa  Fe,  N.M. 

The  Client 

Ivan  Boesky, 
money  manager, 
speculator  and  felon 

He  has  been  barred  for  life  from  the 
U.S.  securities  business  for  his  insid- 
er trading  scheming,  but  you  can't 
keep  a  Boesky  down.  He's  back  do- 
ing what  he  does  best:  raising  money 
to  manage  for  wealthy  individuals, 
this  time  out  of  Europe.  His  lawyer 
denies  that  Boesky  is  prospecting, 
but  just  months  ago  he  pitched  his 
services  to  an  exceedingly  well- 
heeled  investor.  He  turned  Boesky 
down.  ■■ 


Ivan  Boesky 

A  felon  in  search 

of  money  to  manage. 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has,  for  example,  insured  more  health 
care-related  issues  than  any  other  municipal  bond  insurer.  That  translates  directly  into 

new  hospitals,  state-of-the-art 
equipment  and  emergency 

TO  AMERICA  CAN  "ITT 

across  America. 

Our  work  in  health  care  is 
further  evidence  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its 
future  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our  recog- 
nized analysis  and  research  capabilities,  which  means  fast  turnaround  as  well  as 
competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it. 
That's  a  philosophy  that  can  save  not  only  money  but  lives  as  well. 


unc-iciaicu  issues  man  any  uuici  muuiLipai  lnjiiiu  iuoui 

Our  commitment 
to  america  c 
be  a  lifesaver. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


It  would  seem,  in  the  last  year  or  two,  that  some  astounding  things  are  happening.  And 
while  we  wouldn't  presume  to  place  our  newTiptronic  automatic  transmission  on  the  same 
level  of  import  as  the  cnmibling  of  the  Berlin  Wall,  the  news  does  seem  to  leave  people  J 
somewhat  stunned. 

An  automatic  i  n  the  world's  classic  performance  sports  car? 

The  simple  fac  automatics  have  always  been  a  good  idea.  After  all,  if  you  don't  have 
to  let  up  on  the  \  r,  and  depress  another  pedal,  you  should  be  able  to  drive  even  harder, 
right?  Proi  ;or  Porsche  has  long  believed  this,  and  has  long  led  the  search  for  a  true  high 
perform,,  ice  version  of  this  concept. 

That  was  the  idea  when  our  Type  962  racing  car  teams  developed  a  clutchless  transmis- 
sion they  could  shift  with  a  simple  flick  of  a  lever.  The  result  was  a  flurry  of  championships. 

Still,  the  race  drivers  had  to  shift.  The  car  couldn't  sense  what  they  wanted  to  do.  For  our 
sports  cars,  we  solved  that  by  combining  the  gearbox  with  a  sophisticated  compu- 
ter. The  result  was  theTiptronic;  a  transmission  that  lets  the  driver  choose 
between  clutchless  manual  shifting  like  the  racing  962,  or  a  full  automatic 
that  actually  "thinks!' 

In  automatic  mode,  while  you  watch  the  road  theTiptronic 
watches  you.  Electronic  sensors  monitor  forward  and  lateral 
acceleration;  engine  speed;  vehicle 
speed;  even 
the  way  f 
t 


The  fall  o 

Broccoli  bannei 

A  Porsche  91 


>    .;id  oh-*: 


'ou  are  working  the  throttle.  The  car  determines  how  aggressively  you  wish  to  drive,  then 
chooses  the  proper  shifting  style  from  among  five  different  "mapsj'  adjusting  continuously 
;very  30  to  100  milliseconds. 

Go  into  a  hard  turn  with  a  typical  automatic  and  let  off  the  throttle,  and  the  car  will 
ipshift,  reducing  your  control.  The  Tiptronic  reads  the  aggressive  cornering  forces  and  pre- 
sents such  an  upshift.  The  same  choice  you  would  make  if  you  were  shifting. 

When  you  want  to  take  over,  slip  the  shifter  through  a  channel  to  the  manual  side.  Then 
ust  "tip,"  the  shifter  forward  for  upshifts  and  backward  for  downshifts.  You  needn't  pause  or 
et  off  the  power.  In  fact,  8  of  10  of  our  Porsche  test- drivers  had  faster  laps  with  the  Tiptronic 
n  manual  mode  than  they  had  with  a  straight  stick. 

A  test-drive  is  so  convincing  that  over  40%  of  all  Carrera  2  Cabriolets  now  being  bought 
are  Tiptronics.  Of  course,  only  your  own  test-drive  at  an  authorized  Porsche  dealer  can 
actually  prove  to  you  how  stunning  this  new  concept  is.  Suffice  it  to  say  that  Automobile 
Magazine  named  it  Technology  of  the  Year,  saying,  "Of  all  the  good  ideas  that  have  popped 
up  recently... Tiptronic... will  have  the  most  profound  effect  on  future  cars!' 

A  Porsche  having  a  profound 
effect  on  the  future. Well,  at  least 
you  know  some  things 
arerft  going  to 
change. 


The  1991  Porsche  911  Carrera  2  Tiptronic. 
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This  is  the  key 

to  our  new 

Swiss  Bank  Tower. 


This  is  the  key 

to  our  ongoing 

commitment  to  America. 


The  key  to  the  new  Swiss  Bank 
Tower,  10  East  50th  Street, 
located  in  the  heart  of  midtown 
Manhattan. This  new,  36-story 
addition  to  the  skyline  houses 
our  U.S.  headquarters  and  is 
a  reflection  of  Swiss  Bank 
Corporation's  continued 
commitment  to  America. 


With  over  50  years  in  the  United  States,  Swiss 
Bank  Corporation  has  already  demonstrated 
its  commitment  to  America.  During  this  time  we 
have  developed  a  thorough  understanding  of 
America's  financial  and  investment  needs— 
which  we  are  committed  to  continue  serving, 
now  and  in  the  future. 

Our  clients  have  access  to:  a  full  range  of 
corporate  and  commercial  banking  services,- 
international  trade  and  commodity  finance; 
and  foreign  exchange,  money  markets,  pre- 
cious metals  and  government  securities  trad- 
ing. In  addition,  we  provide  the  private  investor 
with  a  full  range  of  services,  including  custom- 
tailored  portfolio  management. 
With  a  presence  in  34  countries  around  the 
world,  we  are  the  Swiss  bank  with  the  most 
international  experience  and  the  largest  inter- 
national network.  You  can  rest  assured  that 
Swiss  Bank  Corporation  possesses  the  experi- 
ence and  expertise  necessary  to  satisfy  your 
needs  both  here  and  abroad.  And  you  can 
enjoy  the  confidence  and  security  that  come 
from  working  with  a  triple-A  rated  bank. 
Our  commitment  to  America  is  clear.  And 
our  new  Swiss  Bank  Tower  serves  as  another 
key  to  this  ongoing  commitment— now  and  in 
the  future. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Chicago    •    Houston    •    Los  Angeles 
Miami    •    San  Francisco 


State  and  municipal  services  are  deteriorating,  even  as  taxes 
and  budget  deficits  are  rising.  So  the  politicians  are  finally  taking 
a  tough  attitude  with  public  employee  unions.  Or  are  they? 

Collision 
course 


By  James  Cook 


New  York  City 
hospital  workers 
saying  "no" 
to  cutbacks, 
givebacks  and 
wage  freezes 
last  month. 


New  Yorkers,  who  over  the  years  had  grown 
accustomed  to  Governor  Mario  Cuomo's  pan- 
dering to  public  sector  employees,  were  no 
doubt  surprised  during  this  year's  budget  follies 
to  hear  the  governor  getting  tough:  The  elimi- 
nation of  up  to  18,000  state  workers,  he  said, 
would  be  necessary  to  close  the  state's  $6.4 
billion  deficit.  Cuomo  even  proposed  taking 
away  an  $800  annual  bonus  he  had  given 
schoolteachers  five  years  ago. 

The  unions  were  outraged,  of  course,  and 
appealed  to  their  friends  in  the  media.  The  New 
York  Times  and  other  area  newspapers  swarmed 
with  deftly  planted  stories  warning  that  staff  cuts 
would  close  the  children's  petting  zoo  in  Cen- 
tral Park,  cut  bad?  services  to  handicapped 
children  and  eliminate  violin  lessons  in  Harlem 
public  schools.  The  same  media  had  little  to  say 
about  featherbedding  and  payroll-padding. 

East  of  Albany,  Connecticut's  new  governor, 
perennial  friend  of  labor  Lowell  Weicker  Jr.,  was 
also  taking  a  tough  line .  Within  weeks  of  moving 
into  the  governor's  mansion  in  Hartford, 
Weicker  matter-of-factly  announced  the  im- 
pending purge  of  3,500  state  workers.  But  by 
mid-April  he  had  persuaded  the  unions  to  make 
concessions  in  return  for  reduced  job  cuts,  and 
won  the  unions'  support  for  his  overall  budget. 

The  vibrations  emanating  from  New  York 
and  Connecticut  may  well  be  the  first  tremors  of 
a  seismic  political  confrontation  that  most  peo- 
ple would  have  deemed  unthinkable  only  a  few 
years  ago.  Liberal  politicians  are  finally  facing 
the  reality  that  the  powerful  public  service 
unions  are  a  principal  culprit  behind  swollen 
public  payrolls  and  deteriorating  public  services. 

Across  the  country,  the  number  of  workers  on 
state  payrolls  has  grown  twice  as  fast  as  the 
population  at  large  from  1980  to  1989.  The 
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growth  rate  was  4  times  as  fast  in  Illinois,  6  in 
Massachusetts,  7  in  Connecticut  and  14  in  New 
York.  Nationwide,  the  number  of  people  on 
state  and  local  payrolls  has  risen  55%  in  the  past 
20  years,  to  15.2  million.  Yet  services — educa- 
tion, police,  sanitation — have  gone  downhill 
almost  everywhere.  The  violin  lessons  Harlem 
children  will  lose  are  not  at  the  top  of  most 
people's  educational  priorities,  but  why  should 
spending  restraints  cut  into  genuine  services  like 
these  rather  than  into  supervisory  bloat?  That's 
the  choice  the  politicians  must  ultimately  con- 
front—between the  needs  of  the  public  and  the 
demands  of  the  public  sector  unions. 

But  isn't  the  American  labor  movement  dy- 
ing? Overall  union  membership  is  down  roughly 
one-third  from  its  1975  peak,  and  labor  unions 
now  represent  only  16%  of  the  work  force, 
versus  a  peak  of  35%  in  1954.  But  this  decline  is 
concentrated  in  the  industrial  unions  and  masks 
impressive  national  gains  by  unions  of  public 
employees  (see  chart,  pp.  82-83). 

These  aren't  the  same  unions  that  used  to  get 
all  the  national  media  attention — the  Team- 
sters, the  Auto  Workers,  the  Mine  Workers. 
They  don't  represent  the  traditional  blue-collar 
workers — hog  butchers,  toolmakers,  stackers  of 
wheat,  truck  drivers,  steelworkers. 

These  days  the  labor  movement  is  dominated 
by  unions  like  the  American  Federation  of  State, 
County  &  Municipal  Employees,  the  American 
Federation  of  Teachers,  the  Service  Employees 
International  and  the  National  Education  Asso- 
ciation: unions  that  represent  public  service 
workers  like  teachers,  firefighters,  transit  work- 
ers, sanitation  workers  and  clerical  workers. 

All  told,  these  public  service  unions  have 
nearly  5  million  members,  most  of  them  work- 
ing for — or  at  least  paid  by — the  taxpayer.  These 
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Nearly  70%  of 
the  U.S.'  38 
largest  labor 
unions  lost 
members  in  the 
Eighties,  but 
nearly  a  dozen 
added  members 
in  significant 
numbers,  and 
most  of  these 
belonged  in  the 
public  sector. 


2,000 


public  sector  unions  have  added  1 .2  million  new 
members  to  their  ranks  over  the  past  decade,  for 
a  gain  of  over  30%.  Roughly  37%  of  all  govern- 
ment employees,  federal  as  well  as  state  and 
local,  now  belong  to  labor  unions,  as  compared 
with  1 2%  i.i  the  private  sector.  By  the  year  2000, 
according  to  Conference  Board  labor  econo- 
mist Audrey  Freedman,  such  public  sector 
unions  could  account  for  60%  to  70%  of  all  U.  S. 
trade  union  members. 

This  is  the  place  to  look  when  seeking  answers 
to  the  current  hot  question:  Why  are  state  and 
local  deficits  mushrooming  while  the  garbage 
piles  up,  the  streets  become  less  safe  and  the  kids 
can't  read  properly? 

Where  the  private  sector  struggled  during  the 
1980s  to  become  more  efficient,  learning  to  do 
more  with  fewer  people,  state  and  local  bureau- 
cracies went  in  the  other  direction:  doing  less 
with  more  people.  Inflation  has  almost  nothing 
to  do  with  the  problem.  Between  1982  and 
1988,  for  example,  the  employment  cost  index 
for  the  private  sector  rose  29%,  while  the  index 
for  state  and  local  government  workers  climbed 
39%.  Take  the  taxpayer-suppported  State  Uni- 
versity of  New  York,  nearly  all  of  whose  employ- 
ees are  union  members.  According  to  a  1990 
Arthur  Andersen  study,  salaries  have  risen  50% 
since  1983,  versus  a  29%  gain  in  the  New  York 
Consumer  Price  Index. 

In  a  way  this  is  a  relatively  new  problem. 
Labor's  move  into  public  services  is  only  30 
years  old.  It  was  kicked  off  in  1962  by  President 
John  F.  Kennedy  with  an  executive  order  that 
for  the  first  time  mandated  the  right  of  federal 
employees  to  join  unions.  Thereafter,  all  but  1 1 

A  new  lease  on  life 


states  afforded  similar  if  qualified  recognition  to 
state  and  municipal  employee  unions,  and  the 
rush  was  under  way. 

The  organizing  fever  began  spreading  out  of 
the  cities  and  into  the  boondocks.  A  lot  of 
professional  associations — police,  firefighters, 
nurses,  educators — converted  themselves  into 
bargaining  agencies,  and  union  membership  in 
the  government  sector  virtually  exploded.  The 
American  Federation  of  Teachers  went  from 
59,000  members  in  1960  to  750,000  in  1990 
and  the  National  Education  Association  from 
714,000  to  2  million.  The  State,  County  & 
Municipal  Employees  went  from  185,000  to 
1.25  million,  the  Service  Employees  from 
260,000  to  925,000. 

In  their  negotiations  with  public  sector  ad- 
ministrators, the  organizers  encountered  noth- 
ing like  the  resistance  they  were  used  to  in  the 
private  sector.  "In  the  public  sector,  bargaining 
is  much  more  political,"  says  the  Conference 
Board's  Freedman.  "There's  no  competition, 
no  countervailing  force,  as  there  is  in  private 
industry.  Industry  has  to  compete  with  other 
producers,  and  government  does  not." 

But  while  they  were  free  from  the  constraints 
suffered  by  industrial  unions,  the  public  service 
unions  had  in  their  bag  all  the  weapons  unions 
traditionally  employed  to  gain  their  ends.  Albert 
Shanker,  now  head  of  the  American  Federation 
of  Teachers,  went  to  jail  twice  for  demonstrating 
that  whatever  the  law  said,  you  could  not  deny 
the  right  to  strike  to  employees  who  insisted  on 
striking  anyway.  When  Shanker  pulled  5,000 
New  York  City  public  school  teachers  out  dur- 
ing his  first  strike  in  1962,  what  was  Mayor 
Robert  Wagner  to  do — hire  replacements? 
There  weren't  enough  qualified  teachers  avail- 
able as  it  was.  Result:  The  teachers  got  $32 
million  added  to  their  contract,  while  New 


Sources:  AFL-CI0;  Bureau  of  National  Affairs  Directory  of  U.S.  Labor  Organizations;  union  data;  Leo  Troy,  Rutgers  University  (Teamsters  percent  change  number) 
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Yorkers  got  an  additional  drain  on  their  tax 
revenues.  Wagner  is  long  gone,  but  the  tax  drain 
stayed  and  grew. 

The  public  might  have  swallowed  all  this  had 
the  schools  done  their  job  properly,  but  clearly 
they  have  not.  Even  though  teachers'  wages 
have  been  climbing,  as  Albert  Shanker  never 
hesitates  to  point  out,  public  school  teachers  are 
now  drawn  from  the  lower  ranks  of  college 
graduates  because  of  the  relatively  low  pay  and 
the  perceived  lower  status  of  the  job. 

The  New  York  experience  rippled  across  the 
country.  "Once  we  negotiated  our  first  con- 
tract," Shanker  recalls,  "teachers  elsewhere 
started  saying,  'Well,  if  it's  legal  in  New  York, 
why  can't  we  do  it?'  Our  success  suggests  to  me 
that  many  more  workers  in  private  industry 
would  unionize  if  employers  were  neutral." 

Public  school  teachers,  once  thought  to  be 
immune  to  union  organization,  are  now  one  of 
the  most  highly  unionized  parts  of  the  work 
force.  Today  over  80%  of  the  U.S.'  2.5  million 
public  school  teachers  are  enrolled  in  one  union 
or  the  other.  Teachers  now  account  for  nearly  a 
third  of  unionized  government  workers  and 
over  10%  of  all  unionized  workers  in  the  U.S. 

The  teachers  made  some  of  the  sharpest  gains 
in  the  labor  movement.  Average  salaries  almost 
doubled  in  the  1980s,  versus  a  70%  increase  in 
the  private  sector. 

And  the  unions  got  the  teachers  more  than 
higher  wages.  Says  National  Education  Associa- 
tion President  Keith  Geiger:  "When  we  began 
getting  decent  salaries,  we  got  more  men  into 
teaching,  more  women  who  were  the  sole 
breadwinners  in  their  families  and  more  people 
who  weren't  satisfied  being  told  what  to  do  and 
wanted  to  be  part  of  the  decision  making.*'  They 
wanted,  among  other  things,  to  shape  the  cur- 
riculum, set  the  admission  qualifications  for  the 
profession  and  gain  an  economic  status  com- 
mensurate with  their  intellectual  pretensions. 


Not  that  public  service  employees  didn't  have 
plenty  of  legitimate  complaints  when  the  union- 
ization process  started.  Grievances  were  rife 
throughout  the  public  sector.  Hospital  workers 
were  notoriously  ill  paid,  for  example,  as  were 
public  bus  drivers.  And  women,  who  make  up  a 
large  proportion  of  public  sector  workers,  on 
average  earn  only  60%  of  what  men  do. 

To  organize  the  public  sector,  the  unions  first 
targeted  the  underprivileged  workers — the 
overworked  and  the  underpaid,  the  people  who 
emptied  bedpans,  pushed  food  carts,  cleaned 
offices,  dumped  trash.  After  decades  of  deca- 
dence and  corruption,  the  labor  movement 
found  in  the  public  sector  an  opportunity  to 
reassert  what  Peter  Drucker  once  called  its 
moral  authority — "its  claim  to  be  the  political 
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American  Federation 
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teachers 
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National  Education 
Association  head 
Keith  Geiger  at  a 
first-grade  class 
in  Arlington,  Va. 
Teachers'  wages 
almost  doubled 
in  the  1980s, 
versus  a 
70%  rise  for  the 
private  sector. 


conscience  of  a  modern  secular  society." 

But  the  unions  did  not  stop  there.  Once  the 
more  skilled  public  servants  saw  what  the  unions 
could  do,  thev  began  joining  up.  Local  1 199  of 
New  York  City's  100,000-member  Drug,  Hos- 
pital &  Health  Care  Employees  Union  started 
out  organizing  drugstores  and  moved  on  into 
hospitals  and  health  care  (see  box,  opposite).  The 
Service  Employees  started  out  in  building  ser- 
vices— janitors,  elevator  operators — and  moved 
on  into  both  public  and  health  care  sectors.  So 
did  unions  like  the  Food  &  Commercial  Work- 
ers and  the  Operating  Engineers. 

Now  that  more  than  80%  of  the  nation's 
public  school  teachers  are  organized,  the  Ameri- 
can Federation  of  Teachers  is  spreading  its  net  to 
include  state  and  municipal  employees.  Its  com- 
petitor, the  National  Education  Association,  is 
going  after  the  nonteaching  employees  of  the 
public  school  system — the  bus  drivers,  the 
cooks,  the  custodians.  The  National  Education 
Association's  Keith  Geiger  estimates  there  are 
around  2.5  million  nonteaching  public  school 
workers,  few  of  them  organized  by  anyone. 

Gerald  McEntee's  union,  the  1.25-million- 
member  State,  Countv  &  Municipal  Employ 
ees,  is  going  after  the  nation's  private  and 
nonprofit  hospital  and  health  care  workers. 
"Nine  million  ot  them,  the  biggest  reservoir  of 
untouched,  unorganized  workers  in  America," 
says  McEntee.  "We're  spending  half  our  $70 
million  budget  organizing  rhe  unorganized 
workers.  It's  the  right  thing  to  do,  and  it's  the 


right  thing  for  us  to  do  institutionally.  If  we 
don't  grow,  we're  going  to  go  down." 

If  fair  wages  were  the  only  issue,  the  public 
would  have  scant  cause  to  complain.  The  real 
problem  is  that  the  unions  do  not  stop  there.  As 
McEntee  makes  clear,  his  concerns  are  not  with 
the  efficiency  and  effectiveness  of  the  public 
institutions.  That's  for  the  taxpayer  to  worry 
about — but  the  taxpayer,  unlike  the  consumer 
of  other  goods  and  services,  cannot  take  his 
business  elsewhere. 

Thus  the  unions  have  moved  from  demand- 
ing better  wages  to  getting  control  of  the 
workplace  itself.  Under  these  circumstances, 
supervisory  staffs  grow  and  proliferate,  while  the 
number  of  people  teaching,  patrolling  or  nurs- 
ing stays  stagnant  or  actually  declines.  In  the  last 
two  decades,  for  instance,  the  ratio  of  students 
to  staff  members  in  the  nation's  elementary  and 
secondary'  schools  has  dropped  from  around  1 3 
to  nearly  9. 

"We  have  struck  a  delicate  balance,"  the 
National  Education  Association's  Geiger  says, 
"between  bargaining  for  salaries,  members' 
rights  and  working  conditions,  and  being  on  the 
leading  edge  of  educational  reform  and  improv- 
ing education  for  the  youngsters."  High- 
sounding  words,  but  somewhat  hollow,  given 
the  U.S.'  discouraging  test  scores  and  wide- 
spread functional  illiteracy. 

Despite  the  increasing  dominance  of  the 
teachers'  unions  and  the  concomitant  decline  in 
educational  performance  over  the  last  30  years, 
the  unions  belligerendy  deny  that  there  is  any 
sort  of  causal  relationship.  Teachers  are  articu- 
late people  and,  not  surprisingly,  their  union 
leaders  have  articulate  responses  to  this  kind  of 
argument.  "I  would  never  challenge  a  doctor  on 
how  he  should  run  his  or  her  profession,"  Keith 
Geiger  says,  criticizing  his  critics.  "But  anybody 
with  a  third-grade  education  is  an  expert  on 
education.  The  U.S.  doesn't  have  an  education 
problem.  It  has  a  societal  problem,  of  which 
education  is  a  big  part."  The  trouble  with  that 
argument  is  the  teachers  keep  demanding  more 
money  for  education  to  solve  a  problem  whose 
solution  they  say  lies  elsewhere. 

Geiger  argues  that  the  teachers  should  be 
given  greater  authority  to  decide  how  money 
committed  to  education  is  spent.  And  this  is  the 
issue  that  divides  unions  and  school  boards  from 
coast  to  coast.  And  with  good  reason. 

Because  putting  the  teachers  in  charge  of  the 
educational  system  may  be  akin  to  putting  the 
hens  in  charge  of  the  henhouse.  The  hens 
inevitably  begin  complaining  about  the  lights 
that  drive  them  to  lay  eggs  all  night  long,  begin 
agitating  for  more  comfortable  nests  and  less 
crowded  working  conditions  Soon  the  hens  or 
their  spokeshens  make  pointed  comparisons 
with  conditions  in  the  turkey,  dairy  and  beef 
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industries.  The  result  is  likely  to  be  a  much  more 
comfortable  life  for  the  hens,  but  a  decisive  drop 
in  egg  production.  In  the  end,  putting  the  hens 
in  control  may  be  even  worse  than  installing  the 
proverbial  fox. 

Do  you  think  that  analogy  is  preposterous? 
Then  look  at  New  York  City's  public  school 
custodians.  Organized  by  the  Operating  Engi- 
neers, the  city's  1,000  or  so  custodians  are  in 
effect  both  government  employees  and  inde- 
pendent contractors  who  provide  maintenance 
services  for  the  schools.  They're  given  a  budget 
from  the  city  and,  within  the  limits  of  the 
contract,  dispose  of  it  pretty  much  as  they  see  fit. 


They  pay  themselves  well — $57,000  a  year  on 
average— -46%  more  than  the  average  New  York 
City  teacher.  On  top  of  this  they  hire  their  own 
maintenance  workers — often  wives,  relatives 
and  friends — and  maintain  the  schools  on  terms 
negotiated  with  the  Board  of  Education.  Under 
these  stipulations,  the  custodians  must  sweep 
the  floors  every  other  day,  mop  the  cafeteria 
once  a  week  and  scrub  the  floors  three  times  a 
year.  The  results,  critics  say,  are  predictable.  The 
schools  are  often  run  for  the  benefit  of  the 
custodians  rather  than  the  children  or  the  com- 
munity, and  many  if  not  most  schools  are  less 
well  tended  than  the  average  henhouse. 


Common 
cause 

Dennis  Rivera,  head  of 
New  York's  100,000- 
member  Drug,  Hospital 
&  Health  Care  Employees 
Local  1199,  is  just  about 
the  hottest  thing  in  the  la- 
bor movement  these 
days.  He's  slight,  dapper, 
with  raven  hair,  a  pencil 
moustache  and  a  boyish 
manner.  Rivera,  40,  has 
turned  1 199  into  one  of  the 
most  exemplary  and  am- 
bitious outfits  in  the  move- 
ment. Both  the  State, 
County  &  Municipal  and 
Service  Employees  Inter- 
national would  like  1 199  to 
join  them.  It's  not  only 
1 199's  members  they  cov- 
et; the  two  unions  also 
want  Rivera's  talents  to  ad- 
vance their  own  ambi- 
tions in  health  care. 

Rivera  has  the  political 
touch  a  labor  leader  needs. 
He  long  ago  formed 
common  clause  with  Jesse 
Jackson,  helped  get  Da- 
vid Dinkins  elected  mayor, 
and  counts  New  York's 
Cardinal  O'Connor  among 
his  supporters. 

When  Rivera  threat- 
ened to  strike  New  York's 
voluntary  hospitals  in 
1989,  O'Connor  came  in 
on  his  side.  "The  Cardi- 
nal said,  'Dennis,  I  have 
told  my  negotiators  to  be 


as  generous  as  possible  and 
to  give  you  as  much  as 
they  can.'"  With  the  Cath- 
olic hospitals  on  board, 
Rivera  splintered  the  rest  of 
the  industry  and  won  a 
wage  increase  most  hospi- 
tals had  argued  they 
couldn't  afford. 

Rivera  helped  finance  a 
third  of  the  increase  by  sus- 
pending payments  into 
the  union's  pension  fund. 
He  risked  little  with  this: 
The  fund  has  $2.3  billion  in 
assets  but  paid  out  only 
about  $45  million  in  1990. 
It  just  keeps  growing.  "I 
have  from  10%  to  14%  turn- 
over in  my  membership 
every  year,"  he  says,  "peo- 
ple who  pay  into  the  fund 
but  don't  stick  around." 

Rivera  also  promised  to 
lobby  the  state  for  more  aid 
and  won  an  extra  $1.5 
billion,  thus  ratcheting  up 
New  York's  budget  defi- 
cit several  additional 
notches.  "We  can  assist 
the  hospitals  in  getting 
funding,"  he  says.  "The 
more  a  hospital  depends  on 
government  financing, 
the  better  our  relationship. 
The  more  financially  in- 
dependent they  are,  the  less 
they  need  us." 

Rivera's  organizing 
skills  dazzle  his  opponents. 
He  relates  how  at  one 
hospital  he  got  a  list  of  every 
employee  and  had  his 
leaders  visit  each  one's 


home  to  pick  up  the  cards 
that  would  authorize  an 
election.  They  wound  up 
with  250  out  of  400.  He 
has  just  hired  ten  new  or- 
ganizers, and  dreams  of  ex- 
panding upstate,  where 
he  thinks  there  are  225,000 
workers  unorganized. 
Rivera  is  the  son  of  an 


ganizer — first  in  Puerto 
Rico,  then  in  New  York. 
He  took  his  mother's  maid- 
en name.  That  hasn't  hurt 
his  standing  with  his  con- 
stituency's many  Spanish 
speakers.  With  touches  like 
this  and  keeping  his  salary 
low— $42,000  last  year- 
Rivera  shows  his  mem- 


Dennis  Rivera  of  New  York's  Local  1199 

His  union  still  has  a  passion  for  organizing 

the  exploited  and  underprivileged. 


Irish-American  business- 
man, Dennis  Hickey, 
who  went  to  Puerto  Rico 
after  World  War  II,  set  up 
a  nonunion  textile  plant  in 
the  outback  and  married 
a  local  woman.  Son  Dennis 
got  into  politics  at  the 
University  of  Puerto  Rico, 
ran  demonstrations 
against  the  Vietnam  War 
and  wound  up  a  labor  or- 


bers  he  hasn't  lost  the  com- 
mon touch.  He  blames 
the  decline  of  the  industrial 
unions  on  their  leaders' 
failure  to  stay  in  touch  with 
their  members:  "When 
you  make  $296,000  a  year, 
as  one  leader  does  in  this 
citv,  vou  have  more  in  com- 
mon  with  the  employers 
than  you  have  with  the 
members."  -J.C.BH 
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setting  fiscal 
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So,  why  didn't  elected  officials,  who  are 
supposed  to  represent  the  taxpayers,  put  a  stop 
to  escalating  union  demands?  In  large  part 
because  when  they  do  and  the  unions  strike,  the 
taxpayers  don't  support  the  politicians.  Last  fall 
New  York  City's  chief  labor  negotiator,  alarmed 
at  the  prospect  of  a  general  strike,  worked  out  a 
magnanimous  5.5%  wage  increase  with  the  city's 
powerful  85,000-member  teachers'  union.  This 
with  the  city  on  the  verge  of  bankruptcy. 

In  January,  with  a  $3  billion  budget  gap  in 
prospect  through  fiscal  1992,  New  York  Mayor 
David  Dinkins  announced  he  would  have  to  lay 
off  some  16,600  city  workers,  including  3,500 
teachers.  The  media  then  reported  that  the 
teachers  understood  the  city's  cash  squeeze  and, 
in  return  for  no  layoffs  in  the  current  school 
year,  had  agreed  to  help  out  by  deferring  rough- 
ly 1.5  points  of  the  wage  increase  for  five  years. 

In  fact,  the  teachers  gave  up  less  than  they 
seemed  to.  The  forgone  wages  were  deferred, 
not  eliminated,  and  the  teachers  will  be  paid  9% 
interest  on  a  portion  of  the  amount  deferred. 
They  also  got  a  vacation  in  February,  better 
retirement  provisions  and  various  nonwage 
benefits  they'd  been  seeking  for  some  time. 

That's  New  York  City.  But  the  same  situation 
prevails  in  most  school  boards.  And  the  teach- 
ers' demands  and  tactics  differ  little  from  those 
of  the  firefighters,  sanitation  workers,  police, 
hospital  workers  and  millions  of  other  orga- 
nized public  employees. 

Is  there  no  limit?  We  are  in  the  process  of 
finding  out. 

You  can't  get  money  from  a  stone,  or  from  a 
bankrupt  city.  But  the  unions  are  trying.  While 
an  airline  can  be  driven  out  of  business  by  its 


unions,  as  Eastern  was,  a  city  must  stumble 
along,  even  at  the  price  of  progressive  decay  of 
infrastructure  and  services.  Let  future  politicians 
and  voters  worry  about  the  bridges  and  tunnels. 
The  unions  understand  this  and  can  be  counted 
on  to  exploit  any  opportunity  that  opens  for 
them.  What  money  there  is  will  go  to  them. 

Unfil  recently,  such  problems  may  have 
seemed  limited  to  big  cities  like  New  York.  But 
as  the  recession  has  reduced  public  revenues 
everywhere  in  the  country,  government  after 
government  is  beginning  to  discover  how  great- 
ly the  public  sector  unions  threaten  the  fiscal 
integrity  of  state  and  local  government. 

Thus  prodded  by  voters  who  threaten  to  toss 
them  from  office  if  taxes  rise  any  more,  the 
politicians  are  finally  talking  tough — and  the 
unions  are  talking  tough  right  back.  "You  go 
right  up  the  East  Coast,"  complains  State, 
County  &  Municipal  Employees'  head  Gerry 
McEntee.  "All  Democrats,  all  people  we  sup- 
port politically,  and  what's  happening?  Cut- 
backs, givebacks,  layoffs  and  no  wage  increases. 
We  didn't  have  anything  to  do  with  the  manage- 
ment of  the  state  or  the  financial  underpinnings, 
and  we're  the  first  people  to  be  cut  when  there's 
any  kind  of  pinch." 

McEntee  would  like  to  change  that.  "We 
want  to  get  involved  in  what  happens  to  our 
pension  money,  how  they  work  out  the  bond 
ratings.  We  want  to  get  involved  in  making 
decisions  in  terms  of  tax  base,  in  terms  of 
priorities.  We  want  to  play  a  larger  role  in  the 
formation  of  public  policy,  the  formation  of 
national  policy,  as  it  affects  our  people." 

Analyze  that  statement:  McEntee  is  demand- 
ing direct  political  power  for  the  public  service 
unions.  It  was  this  sort  of  drive  for  power  by  the 
Labour  Party  and  the  unions  that  then  con- 
trolled it  that  brought  the  U.K.  to  the  verge  of 
economic  and  social  bankruptcy.  Twelve  years 
of  counterrevolution  under  Tory  governments 
have  only  partly  undone  the  damage. 

A  confrontation  looms  here.  It  is  between  the 
taxpayer,  the  ordinary  citizen,  and  some  very 
powerful  unions.  Liberal  though  he  is,  New 
York's  Mario  Cuomo  has  recognized  this  and 
has  tilted,  however  tentatively,  toward  the  pub- 
lic's interest.  It  remains  to  be  seen  whether  he 
will  stand  up  to  union  fury. 

Higher  taxes  will  not  solve  this  problem; 
voters  are  telling  their  officials  that  taxes  arc 
already  too  high.  Nor  is  cutting  wages  the 
solution.  Rather  the  governments  must  stop 
being  patsies  for  further  unreasonable  wage 
demands.  Most  important  of  all,  the  local  gov 
ernments  must  regain  control  of  the  (unctions 
that  they  have  so  blithely  ceded  to  public  service 
unions  in  the  last  30  years  and  put  a  stop  to  the 
wasteful  and  inefficient  work  practices  that  arc- 
destroying  public  services  in  the  U.S.  isa 
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Thercare  two  ways  to  approach     sengers.  It's  the  only  import  roomy 


a  sports  sedan.  You  can 
spend  your  way  into 
one,  or  you  can  think 
your  way  there. 

For  those  who'd 
rather  think  than  spend, 
there's  the  Saab  9000S, 
the  sports  sedan  that  brings  some- 
thing rare  to  the  category:  a  com- 
plete car. 

First,  it's  a  driver's  car,  propelled 
by  the  largest  engine  Saab  ever  built 


The  Saab  900  Series: 
From  $18,295  to  $33,295: 

The  Saab  9000  Series: 
From  $22,895  to  $33,995: 

For  more  information, 
calll-800-582-SAAB. 


enough  to  be  rated  a 
"Large"  car  by  the  EPA. 
It  also  yields  noth- 
ing to  a  station  wagon 
in  practicality.  There's 
enough  space  ( 56. 5  cu. 
ft.)  for  a  six-foot  sofa, 
with  a  hatchback  for  easy  loading. 

Nor  does  it  yield  to  a  luxury 
car  when  it  comes  to  amenities.  In- 
cluding leather  upholstery  electric 
sunroof,  heated  seats,  a  driver's-side 


(HLDI),  ranks  among  the  safest  in 
its  class.  And  is  backed  by  one  of  the 
longest  warranties  in  its  class:  6 
years  or  80,000  miles* * 

No  other  $26,995*  sports  sedan 
can  offer  all  that. 

So  if  you've  in  fact  inherited 
brains  instead  of  wealth,  the  best 
place  to  spend  that  inheritance  is  at 
your  Saab  dealer,  where  the  9000S 
awaits  your  test  drive. 
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and  a  highly  tactile  steering  system,     air  bag  and  anti-lock  brakes. 

But  unlike  some  driver's  cars,  All  this  in  a  car  that,  according 

the  9000S  doesn't  shortchange  pas-     to  the  Highway  Loss  Data  Institute 


WE  DON'T  MAKE  COMPROMISES. 
WE  MAKE  SAABS. 


"  MSRP,  excluding  taxes,  license,  freight,  dealer  charges  and  options.  Prices  subject  to  change.  ' 
dealer  for  complete  details.  ©  1991  Saab  Cars  USA,  Inc. 


Limited  warranty  covers  major  components  of  engines,  transmissions  and  other  systems.  See  your  Saab 
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Pfizer's  boss  ignored  Wall  Street's  impatience  with  his  R&D. 
Arthritics,  heart  patients  and  shareholders  are  all  happy  he  did, 


Sticking 
with  it 


By  Suzanne  L.  Oliver 

If  you  are  one  of  the  37  million 
Americans  who  seek  treatment  for 
arthritis,  you  may  soon  appreciate  a 
decision  made  by  Pfizer  Inc.  Chair- 
man Edmund  T.  Pratt  Jr.  Despite 
Wall  Street's  complaints  about  his 
unproductive  research  program  and 
reluctance  to  buy  back  Pfizer's  shares, 
Pratt  plowed  ahead,  spending  heavily 
to  develop  new  drugs.  The  result: 
"We've  got  new  drugs  coming  out 
our  ears,"  says  Pratt. 

That  he  says  it  with  evident  relief  is 
understandable.  From  1981  through 
last  year,  Pfizer  spent  over  $3  billion 
on  health  care  r&d,  nearly  8%  of  its 
total  sales  over  the  period.  Last  year, 
in  its  health  care  division,  the  compa- 
ny ran  up  an  r&d  bill  of  $602  million, 
or  14%  of  that  division's  revenues,  a 
percentage  in  line  with  Merck's.  For 
years  Pfizer's  payoff  was  always  just 
around  the  corner,  as  applications  for 
Food  &  Drug  Administration  ap- 
proval of  new  drugs  kept  getting  held 
up  for  more  and  more  testing.  Rela- 
tive to  competitors  Merck  &  Co., 
Marion  Merrell  Dow  and  Eli  Lilly, 
Pfizer's  profitability  suffered.  Each  of 
those  three  had  operating  profit  mar- 
gins of  over  30%  last  year,  while  Pfi- 
zer's was  a  mere  21%. 

But  when  he  retires  in  1992,  Pratt 
will  be  able  to  take  a  bow  for  a  job  well 
done.  Since  last  year  Pfizer  has 
launched  three  new  drugs  in  the  U.S., 
combined  sales  of  which  already  con- 
tributed more  than  10%  of  the  com- 
pany's $6.4  billion  in  1990  revenues. 
These  drugs  and  six  additional  ones 
currently  undergoing  federal  review 
could  ring  up  $2  billion  in  sales  next 
year.  With  a  gross  profit  margin  on 
the  new  drugs  of  70%,  Pfizer  would 
cover  its  $3.3  billion  drug  research 


budget  of  the  past  decade  in  less  than 
three  years. 

For  arthritis  sufferers  there  is  Teni- 
dap,  currendy  in  its  final  clinical  tests 
and  expected  to  be  introduced  in 
1994.  Tenidap  was  developed  to  re- 
place Feldene,  Pfizer's  big  arthritis 
drug  ($652  million  in  1990  sales), 
which  will  be  available  for  generic 
copying  next  year. 

Tenidap  doesn't  just  interfere  with 
the  production  of  prostaglandins  that 
cause  the  painful  swelling  in  an  in- 
flamed joint,  as  Feldene  and  most 
other  arthritis  drugs  on  the  market 
today  do.  Tenidap  can  also  inhibit 
production  of  interleukin  1 ,  an  en- 
zyme involved  in  the  breakdown  of 
tissue  in  arthritic  joints.  This  means 
that  the  drug  may — we  repeat,  may — 
be  able  to  halt  the  progression  of 
arthritis,  and  not  just  treat  the  symp- 
tom as  Feldene  and  the  other  older 
arthritis  drugs  do. 

Pfizer's  biggest  new  hit  is  Procardia 
xl.  This  is  a  long-lasting,  one-pill-a- 
day,  enhanced  version  of  Pfizer's  Pro- 
cardia, a  drug  that  treats  angina  (the 
chest  pain  that  comes  from  a  heart 
struggling  to  pump  blood  when  its 
own  oxygen  supply  is  crimped  by 
clogged  coronary  arteries).  Launched 
in  the  U.S.  in  late  1990,  the  XL  version 
has  already  overtaken  Marion  Merrell 
Dow's  Cardizem  to  become  the  best- 
selling  heart  drug  in  the  country.  In 
the  last  few  months  of  1990  Procardia 
XL  rang  up  sales  of  $400  million. 

The  original  Procardia  lost  23% — 
or  $97  million — of  its  sales  last  year  to 
discount  generics.  This  comes  as  no 
surprise:  The  generic  version  costs  a 
pharmacist  42  cents  a  capsule,  while 
the  brand  name  costs  47  cents.  Pfizer 
has  priced  Procardia  XL  at  $1.05  a 


Pfizer  Chairman 
Edmund  T.Pratt  Jr. 
When  he  took 
over  Pfizer  two 
decades  ago,  the 
company  was 
known  for 
agricultural 
chemicals  as  well 
as  drugs.  Pratt 
has  sold  off  most 
of  the  chemical 
operations  and 
built  up  not  only 
pharmaceuticals 
but  also  a  $1.1 
billion  (revenues) 
medical  prod- 
ucts division. 


tablet,  which  is  actually  cheaper  on  a 
daily  basis  than  Procardia  and  the 
generics,  because  a  patient  takes  just 
one  pill  a  day  instead  of  three. 

A  breakthrough  addition  to  Pfi- 
zer's drug  cabinet  is  Diflucan.  Intro- 
duced in  February  1990,  Diflucan  is 
used  to  treat  life-threatening  fungus 
infections  of  the  brain,  lungs  and 
other  organs  of  people  with  weakened 
immune  systems — patients  with  AIDS, 
cancer,  transplanted  organs  or  CXtCTl 
sive  burns.  On  the  market  for  only  a 
year,  the  drug  is  already  the  top- 
selling  antifungal. 

Expected  later  this  year  is  Pfizer's 
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antidepressant,  Zoloft.  The  drug  will 
be  the  first  big  competition  for  Eli 
Lilly's  Prozac,  a  $760-million-a-year 
(sales)  blockbuster  which — as  the 
Wall  Street  Journal  recently  pointed 
out — has  suffered  from  vicious  and 
unjustified  criticism  from  Scientolo- 
gist cultists. 

In  a  way,  Zoloft  is  a  knockoff  of 
Prozac,  since  it  works  in  the  brain  the 
same  way  Prozac  does.  But  what 
counts  here,  more  than  the  biological 
mechanisms,  is  the  molecular  makeup 
of  a  drug,  and  Zoloft  doesn't  look 
anything  like  Prozac.  It  therefore  gets 
its  own  patent  and  won't  necessarily 


fall  into  the  same  product  liability  pit 
as  Prozac. 

Antidepressants  are  a  big  business, 
what  with  1  in  12  Americans  suffer- 
ing from  depression  at  some  point  in 
their  lives.  The  challenge  for  the 
chemist  is  to  treat  the  depression 
without  creating  a  worse  problem. 
Amphetamines,  for  example,  were 
widely  prescribed  for  depression  until 
doctors  realized  that  they  were  horri- 
bly addictive. 

Amphetamines  speed  the  release  of 
two  of  the  brain's  neurotransmitters, 
chemicals  that  carry  messages  from 
one  nerve  cell  to  another.   Pfizer's 


Zoloft  takes  a  different  course.  It 
prevents  the  mood-affecting  neuro- 
transmitter serotonin  and  its  message 
from  being  passed  between  cells.  Se- 
rotonin plays  critical  roles  all  over  the 
brain,  roles  that  science  is  only  now 
beginning  to  understand.  Serotonin 
seems  to  affect  mood,  fatigue  and 
hunger  signals,  for  example.  And  so 
Pfizer  is  hoping  that  Zoloft  will  even- 
tually get  approval  for  use  in  treating 
not  only  depression  but  also  obesity 
and  even  obsessive-compulsive  disor- 
ders such  as  agoraphobia,  the  fear  of 
going  outdoors. 

Federal  approval  of  Pfizer's  Nor- 
vasc  is  also  expected  later  this  year. 
This  cardiovascular  drug  is  in  a  race 
with  Merck's  Plendil  to  be  the  first 
approved  for  treating  not  just  angina 
and  hypertension  but  possibly  con- 
gestive heart  failure  as  well.  (Conges- 
tive heart  failure  is  the  breakdown  of 
the  circulatory  system  that  occurs 
when  an  oxygen-starved  heart  can't 
meet  the  demands  put  upon  it.)  These 
are  three  different  maladies,  but  they 
often  afflict  patients  all  at  once,  and  it 
would  be  a  great  benefit  to  these 
patients  not  to  have  to  dose  up  on 
three  different  drugs. 

Those  on  Wall  Street  and  elsewhere 
who  used  to  complain  about  Pratt's 
fruitless  heavy  spending  on  R&D  have 
changed  their  tune.  Pfizer's  stock  has 
climbed  sharply,  and  its  board  de- 
clared a  2-for-l  stock  split  in  January. 
At  a  recent  56V2,  it  was  selling  at  23 
times  earnings.  Analyst  Ronald  Nord- 
mann  of  PaineWebber  believes  Pfi- 
zer's earnings  will  increase  15%  this 
year,  to  over  $900  million  ($2.75  per 
share),  on  sales  of  $7  billion,  with 
both  sales  and  earnings  building 
strongly  in  subsequent  years. 

When  Pratt,  who  has  run  Pfizer 
since  1972,  retires  next  March  at  65, 
his  successor  will  be  die  recently  ap- 
pointed chief  executive,  William 
Steere,  54.  Steere  will  have  to  deal 
with  a  number  of  issues  now  facing 
the  ethical  drug  industry:  shorter 
product  cycles,  increasing  drug  devel- 
opment costs  and  federal  regulators 
who  delay  the  introduction  of  new 
drugs.  But  thanks  to  Pratt's  decision 
to  develop  new  products,  Steere  will 
address  the  challenges  armed  with 
cash  flow  from  lucrative  new  drugs 
that  a  less  courageous  chief  executive 
might  never  have  developed.  WM 
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THE  LARGER  CONTEXT 


Jack  Kemp  wants  a  new  war  on  poverty  but  with  very 
different  methods  than  were  used  in  the  old  one. 

Barefoot 
capitalism 


BY  MICHAEL  NOVAK 


Philosopher,  journalist  and  ex-U.S. 
ambassador  Michael  Novak  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


Jack  Kemp,  Secretary  of  Housing  & 
Urban  Development,  wants  to 
change  the  way  the  nation  thinks 
about  the  poor.  He  wants  to  take  the 
nation's  emphasis  off  income  mainte- 
nance and  turn  it  to  assets.  He  wants 
to  make  tenants  in  public  housing 
into  homeowners.  The  legacy  he 
wants  to  leave  behind  is  a  legacy  of 
private  ownership. 

Jack  Kemp  faces  this  Republic's 
problems  with  the  breath  of  Lincoln 
at  his  back.  Kemp  likes  the  realism  of 
the  man  who  backed  the  Homestead 
Act  of  1862,  even  in  the  midst  of  the 
world's  greatest  Civil  War;  he  likes  the 
grittiness  of  Lincoln's  approach  to 
freedom.  Lincoln  didn't  want  the 
West  to  imitate  the  South — many 
large  plantations,  most  working  for  a 
few.  Lincoln  wanted  the  West  to  be 
opened  up  by  freemen. 

How?  He  offered  families  assets — a 
stake  of  their  own,  enough  property 
for  a  family  to  improve.  Lincoln  saw 
many  advantages  in  giving  out  assets: 
the  independence,  the  freedom  of  the 
thing,  but  also  the  hard  work  that 
ownership  would  stimulate  as  each 
generation  added  to  the  inheritance 


of  the  next,  and  the  acute  practical 
shrewdness  that  each  man  applies  to 
what  is  his  own. 

Kemp  understands,  as  Lincoln  did, 
that  the  cause  of  the  wealth  of  nations 
is  wit,  invention,  enterprise.  If  you 
want  to  multiply  wealth,  multiply  the 
number  of  minds  at  work  in  creating 
it.  Give  willing  people  at  the  bottom 
assets.  Let  them  develop  those  assets 
as  they  develop  themselves.  Owner- 
ship invites  people  to  blend  their  own 
being  with  their  work. 

Jack  Kemp  believes  passionately  in 
"popular  capitalism"  or  "barefoot 
capitalism."  He  thinks  that  too  much 
of  contemporary  welfare,  especially 
public  housing,  suffocates  that  drive. 

In  Kemp's  office  an  overleaf  map  of 
Washington,  D.C,  prepared  by  Mar- 
garet O'Bryon,  associate  director  of 
the  Institute  for  Urban  Development 
Research,  is  displayed.  On  one  over- 
leaf is  every  public  housing  unit  in  the 
city.  Another  colors  in  the  districts  of 
highest  crime.  Others  map  homi- 
cides, drug  arrests,  children  born  out 
of  wedlock,  welfare  dependency  and 
juvenile  arrests.  All  the  color  codes 
denoting  highest  frequencies  fall 
upon  the  same  place:  public  housing 
units.  "Work-free  drug  places," 
Washington  wits  call  them. 

To  his  disgust,  Kemp  has  found 
that  the  incentives  in  public  housing 
are  all  wrong.  One  36-year-old  wel- 
fare mother  from  Milwaukee  who 
saved  a  little  for  her  children's  educa- 
tion was  arrested  and  fined  $15,000 
for  "welfare  fraud,"  because  she  had 
assets  of  $1,000  in  the  bank.  "That's 
not  a  tax  rate  of  33%!"  Kemp  c\ 
plodes.  "That's  a  tax  rate  of  1 ,500%." 

Those  who  want  to  save  and  build 
and  improve  something  of  their  own 
are  prevented  from  doing  so  by  law 
and  regulation,  Kemp  has  found. 
"Public  housing  is  our  own  Eastern 


Europe.  It's  our  own  socialism  for  the 
poor."  The  whole  point  of  welfare  for 
two  generations  now  seems  to  have 
been  to  keep  the  poor  impoverished, 
to  make  them  dependent  instead  of 
independent,  to  depress  their  spirits 
and  to  smother  their  visions  and  their 
dreams.  Nobody  intended  to  create 
Eastern  European  socialism  in  the 
center  of  our  cities,  Kemp  says,  but 
that's  what  they  did. 

In  public  housing,  the  state  decides 
almost  everything,  the  tenants  nearly 
nothing.  Rules  and  regulations  gov- 
ern, quite  apart  from  the  consent  of 
the  governed.  Jack  Kemp  intends  to 
free  the  tenants  of  public  housing — if 
not  all  of  them,  at  least  as  many  as  the 
people  of  the  U.S.,  through  their 
Congress,  will  allow  him  to  free.  He 
already  has  demonstration  projects  in 
major  cities  across  the  country,  in 
which  units  are  being  turned  over  to 
tenant  ownership  and/or  manage- 
ment. President  Bush  strongly  sup- 
ports him. 

As  of  the  end  of  1990,  this  nation 
had  a  stock  of  1.4  million  public 
housing  units,  sheltering  some  4  mil- 
lion Americans.  Most  of  this  housing 
is  urban,  and  much  of  it  is  concentrat- 
ed in  the  nation's  100  largest  cities. 
Often  badly  used  by  its  inhabitants, 
dirty,  rundown  and  in  disrepair,  at  any 
one  time  this  housing  stock  is  deplet- 
ed by  about  100,000  units  so  badly 
destroyed  as  to  be  unusable. 

In  public  housing,  68%  of  house- 
holders are  single  parents;  29%  are 
over  65;  25%  are  white;  57%  are  black; 
12%  are  handicapped.  Since  80%  arc 
unemployed  (some  for  good  reason), 
the  average  family  income  is  only 
$7,700.  Tenants  pay  about  30%  of  the 
rent,  an  average  of  $170  a  month. 

Jack  Kemp  seems  to  be  putting  his 
finger  on  the  sorest  part  of  the 
nation's  worst  worry:  the  hard  core 
poor  in  urban  tracts.  The  nation  does 
need  a  new  war  on  poverty,  in  which 
the  same  mistakes  won't  be  made  as  in 
the  last  war  on  poverty,  which  ended 
by  subsidizing  state  dependency  and 
its  mirror-image,  drug  dependency. 
The  new  war  should  be  aimed  at 
helping  people  gain  a  stake  in  their 
own  advancement.  Focus  on  assets, 
not  income  maintenance.  I  lelp  them 
own  their  own  homes  mk\  become 
accountable  for  their  own  decisions. 
It's  worth  a  try.  H 
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A  NEW  DIRECTION 


ADVERTISEMENT  2 


LOUISIANA 

A    NEW    DIRECTION 


Louisiana  Governor  Buddy 
Roemer  recently  returned 
from  his  second  meeting 
in  six  months  with  Mexico's 
President  Carlos  Salinas  de 
Gortari.  This  meeting  was 
an  important  step  in  build- 
ing a  long-lasting  relation- 
ship with  Louisiana's  Latin 
neighbors— a  relationship  that  could 
have  a  major  economic  impact  on 
the  state  in  both  trade  and  tourism. 
But  even  more  important  is  the  real- 
ity that  Louisiana  is  moving  for- 
ward again  in  a  new  direction  that 
will  lead  the  state  and  its  residents 
toward  a  successful  21st  century. 

But  progress  in  the  Pan  American 
initiative  isn't  the  only  sign  that 
Louisiana  has  changed.  At  the  end 
of  1990,  Louisiana  got  the  good 
news  that  Standard  &  Poor's  had 
raised  its  bond  rating  a  full  point  for 
the  first  time  in  22  years.  The  state 
saw  this  as  proof  that  Wall  Street 
had  developed  a  new  confidence  in 
the  way  the  state's  finances  had 
been  managed  in  recent  years.  In 
fact,  Louisiana  had  been  one  of 
only  five  states  in  1990  to  end  the 
year  with  a  budget  surplus.  Further, 
Louisiana  has  had  a  surplus  three 
years  in  a  row. 

There  is  even  more  evidence  of 
Louisiana's  new  direction  just  five 
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PAN  AMERICAN  INITIATIVE 


POSITIONS  LOUISIANA  FOR  THE  FUTURE 

Louisiana's  international  focus  is  reflected  in  its  Pan  American  initiative  and  the  Governor's 
new  50-member  Pan  American  Commission.  The  Commission's  activities  have  already 
resulted  in  the  announcement  of  direct  daily  air  service  between  New  Orleans  and  Mexico 
City  via  AeroMexico  beginning  in  June.  Also  in  June,  the  state's  Department  of  Economic 
Development  will  open  what  will  only  be  the  fourth  U.S.  state  office  in  Mexico  City  to  promote 
economic  development  and  tourism.  Governor  Roemer  and  LSU  have  also  agreed  to  a 
program  that  selectively  provides  scholarships  to  Latin  American  students  by  waiving  out- 
of-state  costs. 

The  most  exciting  event  this  year  may  be  a  May  23  conference  in  New  Orleans  on  the 
U.S.-Mexico  bilateral  trade  agreement.  High-level  government  officials  and  transnational 
business  leaders  from  the  U.S.,  Mexico  and  Canada  will  be  speaking  at  the  conference, 
further  identifying  Louisiana  as  a  center  for  Pan  American  commerce. 


minutes  from  the  Governor's  resi- 
dence: two  new  research  projects 
headed  by  Louisiana  State  Univer- 
sity. These  projects  could  have  a 
dramatic  impact  on  Louisiana's  eco- 
nomic future. 

The  first  is  the  federally  funded 
Center  for  Advanced  Microstruc- 
tures  and  Devices  (CAMD)  at  LSU. 
The  center  will  be  one  of  the  first  in 
the  U.S.  to  claim  a  compact  acceler- 
ated electron  light  source  specially 
designed  for  X-ray  lithography.  One 
of  only  five  U.S.  facilities  designated 
for  materials  science  and  engineer- 
ing research,  the  center  is  expected 
to  usher  Louisiana  into  the  $230 
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million  microchip  market. 

The  second  is  the  Pennington 
Biomedical  Research  Center,  which 
sits  on  237  acres  of  former  LSU 
agricultural  land.  The  center  is  the 
result  of  a  $125  million  private 
gift— the  largest  in  the  history  of 
scientific  research— by  Claude  Ber- 
nard "Doc"  Pennington,  a  legend- 
ary Louisiana  oil  man.  The  gift 
came  with  a  mandate:  build  the 
world's  best  nutrition  research  facil- 
ity. The  director  of  the  center  is  Dr. 
George  Bray,  world-renowned  for 
his  research  on  diabetes  and 
obesity,  who  came  to  LSU  from  the 
University  of  Southern  California. 
Bray  is  recruiting  the  best 
researchers  from  around  the  world 
to  the  Pennington  Center.  Although 
Pennington's  initial  gift  was 
followed  by  funding  from  other 
national  sources,  including  the  U.S. 
Department  of  Agriculture,  the  U.S. 
Army  and  the  National  Institutes  of 
Health,  the  center  continues  to  get 
strong  support  from  the  people  and 
companies  of  Louisiana.  More  than 
$4.7  million  has  been  raised  from 
individuals,  corporations  and  pri- 
vate foundations,  and  the  Louisiana 
Public  Facilities  Authority  (LPFA) 
provided  $4.1  million  for  initial 
operating  capital. 

The  Louisiana  Public  Facilities 
Authority's  involvement  in  the  Pen- 
nington Center  has  extended 
beyond  its  initial  operating  capital. 
A  self-supporting  public  trust  th.it 
brings  outside  investment  capital 
into  the  state  through  the  sale  of 
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Louisiana's  Newest 
Super  Dome. 

The  salt  dome  at  Main  Pass  Block  299  in  the 
Gulf  of  Mexico. 

Discovered  in  1989  by  Freeport-McMoRan 
Inc.,  Main  Pass  Block  299  contains 
the  largest  existing  Frasch  sulphur 
reserve  in  North  America  with  67 
million  long  tons.  Additionally, 
this  salt  dome  has  an  approximate 
40  million  barrels  of  recoverable 
oil,  making  it  one  of  the  largest 
recent  oil  discoveries  in  the  Gulf. 
Our  future  never  looked  brighter. 
After  Main  Pass  sulphur  production  be- 
gins in  1992,  the  Frasch  sulphur  from 
this  world-class  facility  will  make  Freeport- 
McMoRan  the  largest  U.S.  producer  of  mined  sulphur.  And  with  our  phosphate  rock  mining  operation  in 
Florida,  this  makes  Freeport-McMoRan  one  of  the  only  vertically  integrated  manufacturers  of  phosphate 
fertilizers  -  a  commodity  with  proven  long-term  demand  -  as  well 
as  being  this  country's  largest  producer  of  phosphate  fertilizers. 

But  agricultural  minerals  are  only  part  of  our  story.  We  are 
among  the  world's  lowest  cost  producers  of  copper  and 
gold  and  one  of  the  most  active  oil  and  gas  exploration 
companies  in  the  Gulf  of  Mexico. 

During  the  past  decade,  the  company  has  dramatically 
increased  its  reserves  in  each  of  its  operating  businesses. 
More  importantly,  Freeport-  McMoRan  produces  value  for  its 
shareholders.  In  the  six-year  period  from  December  31, 1984  to 
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December  31, 1990,  an  investment  in  the  common  stock  of  the  company 
would  have  realized  a  22.9%  compound  annual  rate  of  return, 
assuming  reinvestment  of  the  dividend.  Our  exploration 
opportunities  for  future  expansion  are  significant.  To  learn 
more  about  Freeport-McMoRan  and  Louisiana's  newest 

Super  Dome,  please  ,_|  FREEPORT- MCMOR AN 

contact  our  Investor 
Relations  Department. 


Global  Resource  Companies 


□  12731/80     CZl  12731/90 


Investor  Relations  Department 

P.O.  Box  61119 

New  Orleans,  LA  70161 
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special  obligation  revenue  bonds, 
the  LPFA  also  provided  consulting 
services  that  helped  the  center 
acquire  $13  million  more  in  research 
contracts.  Established  in  1974,  the 
LPFA  operates  without  public  fund- 
ing. It  has  issued  nearly  $10  billion 
in  bonds  to  stimulate  economic 
development  of  wide-ranging  proj- 
ects, including  business  incubator 
programs  at  LSU  in  Baton  Rouge 
and  Northeast  Louisiana  University 
in  Monroe. 

University  research  and  pro- 
grams across  the  state  are  creating 
new  opportunities  for  business  and 
industry.  The  University  of  South- 
western Louisiana  has  the 
Advanced  Technology  Center 
(ATC),  formed  to  help  Louisiana 
companies  through  computer- 
aided  design  and  manufacturing  as 
applied  to  the  mechanical  engineer- 
ing field. 

Southern  University  has 
embarked  on  a  new  and  exciting 
program  that  has  tremendous 
economic  potential,  the  Southern 
University/NASA  Industrial 
Applications  Center.  This  Center, 
a  technology  transfer  agency,  is 
one  of  only  10  such  NASA  facilities 
in  the  U.S. 

Aware  of  the  importance  of  Loui- 
siana's universities,  the  Governor 
and  Legislature  increased  funding 
in  1990  by  $120  million,  the  largest 
single  increase  for  higher  education 
in  the  state's  recent  history. 


NEW  REFORMS 


In  the  past  three  years,  Louisiana 
has  undergone  a  massive  over- 
haul of  its  education  system.  The 
focus  of  this  effort  has  been  placed 
squarely  on  the  fundamental  level 
of  learning— the  classroom.  The 
shared  realization  among  Louisia- 
nians  that  a  better  education  system 
is  the  key  to  the  economic  welfare 
of  the  state  has  created  the  impetus 
for  fundamental  changes  in  Louisi- 
ana's system,  coupled  with  major 
new  investments  and  tough 
accountability. 

Louisiana's  "Children  First  Act" 


and  educational  reform  initiatives 
have  focused  statewide  resources 
on  education,  including: 

The  passage  of  revenue  bonds  to  raise  t 
teachers'  salaries,  improve  school 
equipment  and  maintenance  and 
develop  a  master  plan  for  education . 

The  allocation  of  general  fund  monies 
to  address  the  need  for  remedial 
education. 

Similarly,  in  the  field  of  environ- 
mental protection,  Louisiana  has 
backed  its  plans  with  money: 

State  funding  for  environmental  pro- 
tection has  been  increased. 

$26  million  was  allocated  to  coastal 
restoration. 

Funds  were  earmarked  to  assist  com- 
munities in  upgrading  local  sewer 
treatment  facilities  and  recycling 
programs. 

The  success  of  Louisiana's  focus 
on  environmental  protection  has 
met  with  recognition:  Last  year,  the 
State  Department  of  Natural 
Resources  was  awarded  two 
national  Energy  Innovation  awards 
from  the  U.S.  Department  of 
Energy. 


NEW  GROWTH 

By  early  1991,  as  economists 
debated  the  length  and  depth 
of  what  formally  had  been 
named  a  recession,  industries  in 
Louisiana  announced  plans  to 
begin  constructing  $6.5  billion 
worth  of  new  or  expanded  facilities 
within  the  next  24  months. 

The  impact  of  investment  in  Loui- 
siana over  the  past  two  years 
already  has  filtered  down  into  the 
fabric  of  the  state.  That  investment 
has  translated  into  14,700  perma- 
nent new  jobs  and  more  than  20,000 
construction  jobs,  and  it  has  helped 
lower  the  state's  unemployment  rate 
from  a  1988  high  of  12.7%  to  a  1990 
low  of  5.7% .  It  has  fueled  the  expan- 
sion of  a  cross  section  of  Louisiana 


businesses,  from  NASAfe  Michoud 
Assembly  Facility  in  New  Orleans 
to  General  Motors  in  Shreveport. 
And  it  has  flowed  into  55  of  the 
state's  64  parishes  (counties),  stimu- 
lating a  7%  growth  in  personal 
income  for  Louisiana's  4.5  million 
residents  and  boosting  retail  sales 
by  9.76%. 

On  a  very  pragmatic  level,  Louisi- 
ana's hydrocarbon-related  resources 
translate  into  solid  cost  advantages 
for  the  state's  industries.  Because 
most  generating  capacity  is  natural- 
gas  fired,  average  industrial  electric 
rates  are  40%  lower  than  the 
national  average.  Louisiana's  major 
supplier  of  electricity  is  Entergy 
Corporation,  through  its  Louisiana 
Power  &  Light  (LP&L)  and  New 
Orleans  Public  Service  operating 
companies. 

Beyond  low  electricity  rates,  Lou- 
isiana's investor-owned  utilities 
both  individually  and  collectively 
serve  as  a  valued  resource  for  Loui- 
siana industry.  About  90%  of  the 
state's  electricity  is  supplied  by  the 
five  investor-owned  utilities  that 
form  Louisiana  Investment-Owned 
Electric  Companies.  Although  each 
member  company  offers  its  own 
program  for  economic  development 
assistance,  Louisiana  Investment- 
Owned  Electric  Companies  are  a 
conduit  to  information  about  vir- 
tually every  community,  economic 
development  organization  and 
assistance  program  in  the  state. 

Individually,  Louisiana's  utilities 
also  play  an  important  role  in  the 
economic  well-being  and  growth  of 
the  state  by  initiating  and  support- 
ing public-private  organizations 
focusing  on  issues  important  to  bus- 
iness people.  According  to  Entergy 
Vice  Chairman  James  M.  Cain,  the 
company  recently  helped  to  estab- 
lish Metro  Vision,  a  program  joining 
the  public  and  private  sectors  in  an 
effort  to  create  a  diversified  econ- 
omy in  a  nine-parish  area  of  smith- 
east  Louisiana.  Entergy  also  has 
fostered  the  development  ot  entre- 
preneurial small  businesses 
through  a  Louisiana  Power  &  Light 
(LP&L)  grants  program,  Operation 
Bootstrap,  which  provides  startup 
support  for  new  products 


For  many  people, 
Louisiana  is  a 
worker's  paradise. 

For  others,  it's  just 
paradise. 

Few  states  offer  the  combination  of  business  and 
recreational  opportunities  you'll  find  in  Louisiana.  Our 
wealth  of  natural  and  human  resources  make  us  a  perfect 
business  center,  while  our  temperate  climate  and  unique 
attractions  make  a  great  place  to  get  away  from  it  all. 

As  Louisiana's  major  supplier  of  electricity,  Entergy 
Corporation  and  its  operating  company,  Louisiana  Power 
&  Light,  can  fill  you  in  on  the  exciting  opportunities 
available  in  Louisiana.  For  more  information,  contact: 
Frank  P  Sames,  Manager,  Industrial  Recruitment,  Entergy 
Corporation,  1-800-426-5721,  or  FAX  504-569-4265. 
And  discover  how  to  get  the  best  of  both  worlds  - 
business  and  recreation  -  right  here  in  Louisiana. 


LP&L 


ENTERGY 


I  ir* 


Companies  within  Entergy  Corporation's  Middle  South  Electric  System  include  Arkansas  Power  &  Light 
Company,  Louisiana  Power  &  Light  Company,  Mississippi  Power  &  Light  Company.  New  Orleans  Public  Service 
Inc.,  Entergy  Operations,  Inc.,  Entergy  Power,  Inc.  and  Entergy  Services,  Inc.  Our  New  York  Stock  Exchange 
symbol  is  "ETR;"  our  listing  is  "Entergy."  Our  headquarters  address  is  Entergy  Corporation,  P.O.  Box  61000, 
New  Orleans,  LA  70161. 
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SUPPORTING 

A 

DIVERSE  ECONOMY 

Like  its  petroleum  and  natural 
gas  resources,  Louisiana's  for- 
ests, farms  and  waterways  sup- 
port a  growing  industrial  base.  In 
1990,  paper  and  allied  products 
accounted  for  $481  million  in  invest- 
ment, including  the  $299  million 
expansion  of  Georgia-Pacific's  paper 
mill  in  Port  Hudson,  and  other 
lumber  and  wood  products  expan- 
sion accounted  for  an  additional  $26 
million. 

At  the  same  time,  the  state 
showed  solid  growth  in  food  pro- 
cessing-the  field  listed  as  the 
nation's  leading  investment  cate- 
gory in  a  1990  Site  Selection  Magazine 


survey.  Louisiana's  food-processing 
industries  accounted  for  a  1990 
investment  of  more  than  $53  mil- 
lion. Among  the  45  projects  devel- 
oped was  the  ConAgra  Broiler. 
Company's  $34  million  poultry  pro- 
cessing facility,  feed  mill  and  hatch- 
ery in  Farmerville.  The  new 
ConAgra  facility  joins  the  com- 
pany's two  existing  Louisiana  facili- 
ties, as  well  as  plants  operated  by 
major  food-processing  companies 
like  Proctor  &  Gamble,  Suntory 
International  Corporation  and 
Allied-Lyons  PLC. 

Not  surprisingly,  Louisiana's 
water  resources  have  translated  into 
economic  gains.  One  of  the  nation's 
leading  seafood-producing  states, 
Louisiana  is  focusing  strong  atten- 
tion on  seafood  processing  and 
aquaculture  to  garner  a  greater 


CRAWFISH  AND  CAJUN  CUISINE 


Courtesy  of  Louisiana  Office  of  Tourism 

Louisianians  love  their  food-and  so  do  the  tourists  who  visit  the  state.  It  would  be 
hard  to  find  another  place  on  earth  that  offers  such  an  enormous  variety  of  excellent 
restaurants  with  as  wide  an  assortment  of  culinary  delights. 

Immensely  popular  are  the  Cajun  dishes-crawfish  etouffee,  boudin,  jambalaya  and 
gumbo-developed  from  the  Acadian  settlers  who  brewed  up  spicy  one-pot  meals 
using  local  game,  seafood  and  vegetables.  Another  favorite  is  the  elegant  Creole 
cuisine,  with  its  rich  sauces  and  pates,  traced  to  descendants  of  European 
aristocracies. 

Seafood,  fresh  and  abundant  in  Louisiana,  is  especially  popular;  oysters,  redfish, 
catfish,  crawfish,  crabs  and  shrimp,  whether  boiled,  fried,  stuffed  or  swimming  in  savory 
sauces,  are  part  of  the  daily  fare. 


share  of  the  annual  U.S.  fisheries 
tonnage. 

Just  as  predictable,  what  moves 
oh  the  water  has  become  as  impor- 
tant an  economic  factor  as  what 
lives  in  it.  Louisiana's  shipbuilding 
industry  traces  its  history  back  sev- 
eral hundred  years,  and  Louisiana 
shipbuilders  maintain  a  solid  place 
in  today's  market. 

A 

GLOBAL 

PERSPECTIVE 

Louisiana's  role  in  international 
commerce  began  long  before  the 
term  global  market  had  been 
coined.  By  the  time  the  U.S.  pur- 
chased Louisiana  from  Napoleon  in 
1803,  the  territory  that  would 
become  Louisiana  had  been  claimed 
by  France,  Spain  and  England.  The 
tables  have  turned.  Today,  Louisiana 
lays  claim  to  the  fifth-largest  foreign 
investment  of  the  nation's  50  states, 
for  a  total  of  more  than  $15  billion. 
English-based  companies  like  Boots 
Pharmaceuticals  and  Allied-Lyons 
PLC  join  Belgium's  Bunge  Corpora- 
tion, the  Netherlands'  Dutch  State 
Mines  and  International  Salt  Com- 
pany, Italy's  MontedisonS.  p.  A., 
Germany's  BASF,  Japan's  Honda 
Motors  and  Taiwan's  Formosa 
Plastics  Corporation  to  create  an 
economy  that  crosses  national 
boundaries. 

While  investment  of  foreign- 
based  firms  in  Louisiana  makes 
news,  Louisiana  companies  are 
turning  to  the  growing  opportuni- 
ties of  a  global  market.  Freeport- 
McMoRan  manages  a  worldwide 
mining  and  chemical  empire  with 
assets  of  $6. 2  billion  and  annual 
profits  of  more  than  $300  million 
from  its  base  in  New  Orleans.  With 
operations  extending  from  Louisi- 
ana and  Florida  to  Egypt  and  Indo- 
nesia, Freeport's  CEO  and  Cha irman 
Jim  Bob  Moffett  in  1985  initiated  the 
relocation  of  the  company's  world 
headquarters  from  New  York  City  to 
New  Orleans. 

Freeport-McMoRan's  world  head 
quarters  relocation  also  introduced 


Louisiana  to  CEO  Moffett,  who  has 
become  one  of  the  states  most 
generous  supporters  by  annually 
overseeing  $6  to  $10  million  in 
corporate  contributions  and  making 
nearly  $1  million  in  personal  contri- 
butions. Particularly  notable  recip- 
ients have  included  the  Audubon 
Institute  for  the  Development  of  a 
Species  Survival  and  Research  Cen- 
ter and  Louisiana  State  University 
for  the  establishment  of  an  Institute 
for  Recyclable  Materials. 


WORLD-CLASS 
WATERWAYS 


L 


ouisiana's  location  has  influ- 
enced its  economic  profile  since 
the  days  when  French  and 
Spanish  explorers  sailed  the  Mis- 
sissippi River  into  the  North  Amer- 
ican heartland.  Today,  the  river 
serves  a  dual  purpose:  as  entryway 


to  the  heartland  of  the  U.S.  and  as 
the  first  leg  for  worldwide 
transportation. 

Louisiana's  five  international 
ports  annually  handle  a  combined 


total  of  some  388  million  tons  of 
cargo,  making  Louisiana's  port  com- 
plex the  largest  of  its  kind  in  the 
world.  For  comparison,  the  Port  of 
Rotterdam  handles  some  255  mil- 

(continues  on  page  10) 


RAY  MORRIS. 

He's  the  #1  account  executive  for  Investment 
Management  &  Research,  Inc.,  one  of  the 
nation's  leading  investment  firms. 

He's  also  manager  of  IM&R's  Baton  Rouge 
office,  the  company's  #1  office. 

And  he's  the  #1  consultant  for  managed 
accounts  for  Eagle  Asset  Management,  one  of 
the  nation's  leading  portfolio  managers  with 
over  $4  billion  in  managed  assets. 

The  result  is  a  remarkable  combination 
of  investment  expertise  under  the  personal 
direction  of  one  of  the  country's  most  experi- 
enced financial  consultants. 

Take  advantage  of  it.  Call  Ray  Morris. 
The  smart  money  does. 

Ray  Morris,  Co-Branch  Manager 

Chuck  Morris,  CPA,  CFP,  Co-Branch  Manager 

5422  Superior  Dr.,  Suite  D,  Baton  Rouge,  LA  70816 
504-293-2110  /  800-349-2110  (In  Louisiana) 


INVESTMENT  MANAGEMENT  8c  RESEARCH,  INC. 
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GOVERNOR  BUDDY  ROEMER  ON  THE  STATE  OF  LOUISIANA 


Governor  Roemer  (right)  greets  Mexico's  President  Carlos  Salinas  de  Gortari 


Q:  Governor,  provide  an  economic  snapshot  for 
us— particularly  compared  to  when  you  first  took 
office. 

Roemer:  We've  improved.  I  do  not  want  to 
exaggerate  that  improvement.  Unemploy- 
ment is  down  from  a  little  over  12%  to  under 
7%-about  a  45%  drop.  There  has  been  a 
new  creation  of  new  jobs,  particularly  in 
manufacturing.  Personal  incomes  are  up  in 
the  state,  in  excess  of  the  national  average 
for  the  last  two  years.  Still  not  enough  but  an 
improvement.  Businesses  with  whom  I 
speak  are  more  optimistic  now  than  three 
years  ago,  and  that  attitude  is  important. 
Most  of  our  jobs  still  come  from  companies 
we  already  have  in  the  state,  through  their 
expansion  and  through  small  business. 

But  Louisiana  is  moving  in  new  directions 
as  well  with  much  activity  in  high-tech 
areas-technology  transfer,  Pennington  Bio- 
medical Research  Center,  LSU's  Center  for 
Advanced  Microstructures  and  Devices 
(CAMD)  and  USL's  Advanced  Technology 
Center. 

Also,  the  highway  trust  fund  concept  will 
probably  be  five  years  in  bringing  significant 
new  industry,  but  in  the  course  of  the  five 
years  we  will  hire  an  average  of  about 
11,000  people  a  year  for  construction  work. 

The  signs  are  encouraging.  And  Louisi- 
ana is  proud  of  the  progress  we've  made. 
But  there's  more  to  do. 

(h  What  do  you  see  as  Louisiana's  selling  points  to  com- 
panies in  the  U.S.  and  around  the  world? 


Roemer:  Let  me  run  down  the  list  quickly. 
Attractive  to  an  investor,  whether  it  be 
domestic  or  foreign,  is  our  geographical 
location.  We  are  at  the  top  of  the  Gulf  Coast, 
part  of  the  Sunbelt.  We  straddle  the  Mis- 
sissippi. We  have  natural  resources  in  abun- 
dance for  manufacturers  and  raw  goods 
producers. 

We  have  a  work  force  that  is  under- 
employed and  not  yet  priced  at  the  top  of 
the  market-that's  attractive.  For  foreign 
investors,  we  have  an  entrepreneurial,  open 
spirit  to  such  investment.  That  is  not  true  in 
every  state.  Louisiana  already  ranks  fifth 
among  all  states  in  terms  of  foreign 
investment. 

Our  real  attractiveness  is  geography. 
The  biggest  market  for  the  U.S.  in  the  next  20 
years  will  be  Latin  America.  Democracy  has 
just  rolled  through  the  region.  Adam  Smith 
was  right  in  saying  that  soon  to  follow  will  be 
entrepreneurial  enterprises.  Louisiana  is 
emerging  as  the  place  to  do  business  with 
our  neighbors  to  the  south. 

Q:  What  can  the  state  do  to  spur  small  business? 

Roemer:  Well,  first  of  all,  when  we  get  a 
large  business  it  means  the  most  to  small 
business.  I  mean  if  you  were  to  get  a 
McDonnell-Douglas  plant  in  Shreveport, 
that  is  6,500  direct  jobs;  that  is  12,000  indi- 
rect jobs.  All  of  those  go  to  small  business, 
from  McDonald's  to  real  estate  agents,  from 
doctors  to  lawyers.  So  one  thing  you  can  do 


for  small  business  is  keep  attracting  large 
business. 

Something  else  you  can  do  for  small  bus- 
inesses is  to  give  them  full  economic  credit 
for  the  service  they  provide.  That  would  be 
job  credits  for  the  jobs  they  create,  even  if  it 
is  a  limited  number.  It  can  make  a  difference 
in  a  small  business.  I  will  be  pushing  our 
incubator  idea  that  we  started  at  LSU  and 
Northeast  Louisiana  University.  That  is 
designed  primarily  for  small  businesses. 

This  whole  business  of  education  and 
training  of  workers  is  designed  for  small 
business.  The  fight  for  literacy,  the  fight  for 
real  product  in  a  graduated  class  at  a  high 
school-that  is  designed  for  small  business. 

Finally,  we  have  established  within  our 
Office  of  Economic  Development  an  infor- 
mation service  for  the  small  business  that 
needs  special  help,  special  training  or  one- 
stop  shopping. 

Q:  What  ore  businesses  and  officials  around  the  country 
telling  you  about  Louisiana?  Is  Louisiana's  image  improving? 

Roemer:  It's  better.  I  don't  want  to  exagger- 
ate. I  think  our  struggle  through  financial 
hard  times  has  helped  us.  There  is  a  lot  of 
admiration  in  the  business  community-"By 
golly,  these  guys  are  doing  it.  We  didn't  think 
it  was  possible." 

Our  education  initiatives  have  been  well 
received.  I  think  perhaps  our  most  important 
economic  development  tool  has  been  our 
campaign  clean-up  and  disclosure  law.  Isn't 
that  interesting,  that  one  of  the  real  problems 
with  coming  to  Louisiana  and  working  here 
was  the  threat  of  political  corruption?  With 
the  new  campaign  disclosure  law,  busi- 
nesses know  that  they  can  come  to  this  state 
and  not  be  held  up.  I  am  finding  this  very 
powerful. 

Q:  Do  you  think  most  people  in  America  are  aware  of 
Louisiana's  new  direction? 


n  A  lot  of  people  still  don't  know  what 
is  happening  in  this  state.  A  lot  of  people 
look  at  Louisiana  and  they  see  our  political 
past  and  don't  see  this  generation  of  leader- 
ship and  this  generation  of  change.  They'll 
see.  Good  news  gets  out,  and  our  state  has 
a  great  story  to  tell  of  economic  opportunity. 
I  really  think  the  key  to  our  future  is  telling  it. 


I 


In  1990,  corporate  and  municipal  bond  issuers  felt  the 
gravity  of  the  situation. 

The  trend  for  corporate  and  municipal  credit  was 
weighted  downward.  Standard  <Sc  Poor's 
corporate  bond  rating  changes  in  1990 
were  SO  percent  down,  only  20  percent 
up.  S&P  downgraded  394  financial 
institutions.  Only  44  went  up.  For 
industrials,  S&P  ratings  were  down  3-to-l 
over  upgrades.* 

Municipal  ratings  also  trended 
downward  sharply.  S&P  downgrades 
outpaced  upgrades  by  more  than  3-to-l. 
Among  states  and  state  agencies.  Standard 
&  Poor's  ratings  actions  totaled  26 
downgrades  and  only  three  upgrades  — 
and  only  one  state  in  the  union  received  an 
upgrade.* 

The  only  state  to  receive  an  upgrade  was  Louisiana. 

Under  the  leadership  of  Governor  Buddy  Rocmer, 
the  legislature  and  people  of  Louisiana  deserve  great 


credit  for  this  success.  After  halting  the  ratings  slide  of  a 

lew  years  back  and  stabilizing  its  economy,  Louisiana  was 

put  on  a  positive  credit  watch  by  Standard  &  Poor's  in  1990 

and  received  an  upgrade  on  its  CO.  bond 

rating. 

How  did  Louisiana  move  up  while  so 
many  were  falling?  Fiscal  responsibility. 
Significant  improvements  in  cash  flow. 
Financial  and  administrative  safeguards 
newly  incorporated  into  the  state's 
constitution.  Realistic  revenue  estimating 
procedures  and  budgetary  controls  that 
have  eliminated  yearly  deficits  and 
produced  three  straight  years  of  budget 
surpluses. 

Now  it  is  1991  and  nation  wide  many 

municipal  and  corporate  Litities  are  still 

feeling  the  gravity  of  the  situation, 

fighting   to    halt    an    economic    free-fall.    Louisiana 

sympathizes.  It's  been  there,  but  not  anymore. 

The  L.P.F.A.  is  pleased  to  have  played  a  part  in  this. 


L.REA. 


Louisiana  Public  Facilities  Authority 


hour  United  Plaza  ,  Suite  100,  8555  United  Plaza  Boulevard  ,  Baton  Rouge  ,  Louisiana   70809 


'Source:  Standard  &  Poor's  Creditweek,  February  4,  1991 
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THE  BIRTHPLACE  OF  JAZZ 
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(continued  from  page  7) 

lion  tons.  The  Port  of  New  Orleans 
is  the  largest  in  terms  of  general 
cargo,  while  the  Port  of  South  Loui- 
siana, at  172  million  tons  a  year,is  the 
largest  handler  of  bulk  cargoes.  The 
ports  of  Baton  Rouge,  Lake  Charles 


While  Louisiana  is  best  known  for  the 
sweet  sounds  of  jazz,  the  notes  don't 
stop  with  Dixieland. 

Louisianians  love  their  music— be  it 
traditional  Cajun,  country,  Dixieland, 
blues,  jazz,  rock  or  chamber  music-a 
mixture  as  lavish  as  the  state's  heritage. 

Music  is  a  cause  for  celebrations 
which  annually  include  the  New  Orleans 
Jazz  and  Heritage  Festival,  the  Blues 
Festival  and  Music  Festival  in  Abbeville, 
the  Cajun  Music  Festival  in  Marrero  and 
the  Zydeco  Festival  in  Plaisance. 

Some  of  the  world's  most  celebrated 
musicians  have  called  Louisiana  home. 
They  include:  Louis  Armstrong,  Pete 
Fountain,  Al  Hirt,  Wynton  Marsalis, 
Harry  Connick  Jr.,  Dr.  John,  Leadbelly, 
Doug  Kershaw,  Fats  Domino,  Hank 
Williams  Jr.  and  Aaron  Neville. 


and  Plaquemines  handle  nearly  153 
million  tons  of  general  and  bulk 
cargo  annually.  Together,  they  han- 
dle approximately  one-sixth  of  all 
U.S.  waterborne  commerce.  There 
is  regularly  scheduled  service  to 


LOUISIANA  FAGS' 


some  125  countries. 

Of  equal  importance  is  the  Loui- 
siana Offshore  Oil  Port  (LOOP),  the 
only  port  of  its  kind  in  the  nation. 
The  LOOP  was  constructed  to  allow 
super  tankers  to  unload  crude 
petroleum  from  a  point  off  the  Lou- 
isiana coast  directly  into  a  pipeline 
linked  to  the  industrial  corridor 
bordering  the  Mississippi  River. 

Although  these  international 
ports  provide  connections  with 
world  markets,  the  North  Amer- 
ican market— which  places  25  mil- 
lion people  within  a  300-mile  radius 
of  Louisiana— is  served  by  another 
system  of  waterways  that  includes 
the  Mississippi  River  system,  the 
Gulf  Intracoastal  Waterway  and  an 
extensive  in-state  system  of  naviga- 
ble rivers,  bayous  and  canals,  with 
more  than  40  coastal  and  inland 
ports  capable  of  accommodating 
shallow-draft  vessels  and  barges. 

Five  Louisiana  ports  —New 
Orleans,  Baton  Rouge,  Shreveport, 
Lake  Charles  and  South  Louisi- 
ana—have been  designated  U.S. 
Customs  Service  Ports  of  Entry  by 
the  United  States  government.  Each 
port  also  maintains  a  foreign  trade 
zone,  allowing  material  to  be 
imported  duty-free  for  manufactur- 
ing or  processing. 


Louisiana's  commercial  fishing  industry  is 
the  largest  in  the  U.S.  Louisianians  catch 
26%  of  oil  the  seafood  consumed  in  America. 

Value  added  by  Louisiana  production  work- 
ers is  47%  higher  than  the  U.S.  average. 
The  work-stoppage  rate  of  Louisiana  work- 
ers is  50%  lower  than  the  national  average. 

Louisiana  produces  more  furs  (1.3  million 
pelts  per  year)  than  any  other  state. 

Louisiana  has  the  nation's  largest  port  (Port 
of  South  Louisiana),  its  farthest  inland  port 
for  seagoing  ships  (Baton  Rouge,  also  the 
nation's  fifth-largest  port)  and  America's 
only  port  capable  of  handling  super  tankers 
(the  Superport). 

Louisiana  has  41%  of  the  nation's  wetlands. 


Louisiana  is: 

■  A  world  leader  in  the  fields  of  animal 
genetics  research,  tropical  medicine  and 
agricultural  research. 

■  America's  largest  producer  of  natural  gas, 
supplying  one-third  of  total  U.S.  production 
and  11%  of  total  world  production. 

■  The  nation's  largest  handler  of  grain  for  export 
to  world  markets;  more  than  40%  of  U.S. 
grain  exports  move  through  Louisiana  ports. 

■  One  of  the  top  10  states  in  production  of 
sugar  cane  (2nd),  sweet  potatoes  (2nd),  rice 
(3rd),  cotton  (5th),  pecans  (5th),  and  soy- 
beans (10th). 

America's  third-largest  producer  of 
tetroleum  and  the  third  leading  state  in 
petroleum  refining. 

Source:  Oepl  ol  Economic  Development 


LINKING 

CONSUMER  WITH 

SUPPLIER 


Linked  to  the  U.S.  interstate 
highway  system,  Louisiana's 
roadways  provide  overnight 
delivery  service  to  some  of  the  fast- 
est growing  markets  in  the  central 
U.S.,  while  more  than  4,000  miles  of 
mainline  railroad  track  connect 
Louisiana  to  every  major  market  in 
North  America.  To  improve  Louisi- 
ana's land  transportation  systems, 
the  state  has  established  the  Trans- 
portation Infrastructure  Model  for 
Economic  Development,  a  $1.4  bil- 
lion improvement  program  that  will 
create  a  new  intrastate  network  ol 
four-lane  highways. 

Air  transportation  has  become 
critical,  both  for  people  j\m.\  cargo. 
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Louisiana's  68  public  airports  and 
250  private  airports  offer  direct  ser- 
vice to  principal  U.S.  cities,  Mexico, 
Europe,  Latin  America,  Africa  and 
the  Far  East.  Air  freight  shipments 
are  handled  by  27  major  national 
and  international  airlines  serving 
10  Louisiana  cities. 

The  growth  in  air  cargo  ship- 
ments during  the  late  1980s  was 
particularly  notable  at  New  Orleans 
International  Airport,  where  ship- 
ments increased  75.9%  between 
1985  and  1988. 

To  assure  its  growth  in  service, 
the  airport  is  beginning  a  five-year, 
$425  million  expansion  program  to 
add  VFR  and  EFT  parallel  runways 
and  related  taxiways,  air  cargo 
areas  and  terminal  improvements. 

NEW  DIRECTIONS 

As  evidence  of  Louisiana's  recov- 
ery is  noted,  optimism  about 
the  state's  future  is  justifiably 
on  the  upswing.  According  to  Ray 
Morris,  branch  manager  of  Baton 
Rouge's  Investment  Management  & 
Research  Inc.,  a  broker/dealer  affili- 
ated with  Raymond  James  &  Asso- 
ciates, Louisiana  already  has  gone 
through  the  recession,  and  the 
state's  recovery  is  well  under  way. 
Optimism  is  well-founded,  not 
only  because  of  the  state's  recent 
investment  history  and  drop  in 
unemployment,  but  because  of  ini- 
tiatives that  have  been  inaugurated 
to  address  some  of  Louisiana's  most 
difficult  challenges.  Three  of  the 
areas  in  which  Louisiana  has  made 
the  greatest  strides  are  education, 
the  environment  and  ethics  in 
government. 

Backed  by  similar  forward  strides 
in  financial  management,  govern- 
ment administration,  human 
resources  and  economic  develop- 
ment, Louisiana  now  is  considering 
its  next  step:  a  proposed  reorgan- 
ization of  the-Department  of  Eco- 
nomic Development.  Entitled  "New 
Directions,"  the  proposed  program 
will  create  a  comprehensive,  cen- 
tralized economic  development 
effort  to  deliver  equal  attention  to 
attracting  new  industry,  assisting 


existing  industry  in  expanding 
profitability  and  further  stimulating 
entrepreneurship  in  Louisiana. 

Newly  appointed  Secretary  of 
Economic  Development  Kirsten  A. 
Nyrop  is  at  the  helm  of  the  state's 
economic  development  effort.  She 
sees  new  optimism  affecting  Louisi- 
ana residents.  Louisiana's  recent 
initiatives,  combined  with  its  estab- 


lished research  capabilities,  natural 
resources,  traditional  industries 
and  public-private  partnerships, 
serve  as  building  blocks  for  a 
strengthened  economy.  With  all 
this  evidence  of  a  new  direction- 
one  of  positive  change— Louisiana  is 
well  prepared  for  new  success  in 
the  21st  century.  ■ 

Design:  Zaino  Design,  NYC. 
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THINK 

OF  US 

AS  YOUR 

AGENT. 


An  agent  is  someone  who  represents  the  interests  of  others,  and  prospers 
only  when  they  succeed.  That  same  situation  applies  to  utilities. 

So,  in  our  role  as  aggressive  promoters  of  economic  development, 
Louisiana's  Investor-Owned  Electric  Companies  act  as  agents  for  everyone  in 
the  stale  —  and  everyone  thinking  of  locating  here.  After  all,  a  single  job  in 
basic  or  secondary  industry  generates  three  more  jobs. 

We  represent  you  with  an  enthusiasm  born  of  the  most  enlightened  kind  of 
seJf-interest  Our  future  can  be  no  brighter  than  yours. 
Louisiana.  Ready,  willing  and  very  capable. 
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THE  BIRTHPLACE  OF  JAZZ 


Courtesy  of  Louisiana  Office  of  Tourism 


(continued  from  page  7) 

lion  tons.  The  Port  of  New  Orleans 
is  the  largest  in  terms  of  general 
cargo,  while  the  Port  of  South  Loui- 
siana^ 172  million  tons  a  year,is  the 
largest  handler  of  bulk  cargoes.  The 
ports  of  Baton  Rouge,  Lake  Charles 


While  Louisiana  is  best  known  for  the 
sweet  sounds  of  jazz,  the  notes  don't 
stop  with  Dixieland. 

Louisianians  love  their  music— be  it 
traditional  Cajun,  country,  Dixieland, 
blues,  jazz,  rock  or  chamber  music-a 
mixture  as  lavish  as  the  state's  heritage. 

Music  is  a  cause  for  celebrations 
which  annually  include  the  New  Orleans 
Jazz  and  Heritage  Festival,  the  Blues 
Festival  and  Music  Festival  in  Abbeville, 
the  Cajun  Music  Festival  in  Marrero  and 
theZydeco  Festival  in  Plaisance. 

Some  of  the  world's  most  celebrated 
musicians  have  called  Louisiana  home. 
They  include:  Louis  Armstrong,  Pete 
Fountain,  Al  Hirt,  Wynton  Marsalis, 
Harry  Connick  Jr.,  Dr.  John,  Leadbelly, 
Doug  Kershaw,  Fats  Domino,  Hank 
Williams  Jr.  and  Aaron  Neville. 


and  Plaquemines  handle  nearly  153 
million  tons  of  general  and  bulk 
cargo  annually.  Together,  they  han- 
dle approximately  one-sixth  of  all 
U.S.  waterborne  commerce.  There 
is  regularly  scheduled  service  to 
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some  125  countries. 

Of  equal  importance  is  the  Loui- 
siana Offshore  Oil  Port  (LOOP),  the 
only  port  of  its  kind  in  the  nation. 
The  LOOP  was  constructed  to  allow 
super  tankers  to  unload  crude 
petroleum  from  a  point  off  the  Lou- 
isiana coast  directly  into  a  pipeline 
linked  to  the  industrial  corridor 
bordering  the  Mississippi  River. 

Although  these  international 
ports  provide  connections  with 
world  markets,  the  North  Amer- 
ican market— which  places  25  mil- 
lion people  within  a  300-mile  radius 
of  Louisiana— is  served  by  another 
system  of  waterways  that  includes 
the  Mississippi  River  system,  the 
Gulf  Intracoastal  Waterway  and  an 
extensive  in-state  system  of  naviga- 
ble rivers,  bayous  and  canals,  with 
more  than  40  coastal  and  inland 
ports  capable  of  accommodating 
shallow-draft  vessels  and  barges. 

Five  Louisiana  ports  —New 
Orleans,  Baton  Rouge,  Shreveport, 
Lake  Charles  and  South  Louisi- 
ana—have been  designated  U.S. 
Customs  Service  Ports  of  Entry  by 
the  United  States  government.  Each 
port  also  maintains  a  foreign  trade 
zone,  allowing  material  to  be 
imported  duty-free  for  manufactur- 
ing or  processing. 


Louisiana's  commercial  fishing  industry  is 
the  largest  in  the  U.S.  Louisianians  catch 
26%  of  all  the  seafood  consumed  in  America. 

Value  added  by  Louisiana  production  work- 
ers is  47%  higher  than  the  U.S.  average. 
The  work-stoppage  rate  of  Louisiana  work- 
ers is  50%  lower  than  the  national  average. 

Louisiana  produces  more  furs  (1.3  million 
pelts  per  year)  than  any  other  state. 

Louisiana  has  the  nation's  largest  port  (Port 
of  South  Louisiana),  its  farthest  inland  port 
for  seagoing  ships  (Baton  Rouge,  also  the 
nation's  fifth-largest  port)  and  America's 
only  port  capable  of  handling  super  tankers 
(the  Superport). 

Louisiana  has  41%  of  the  nation's  wetlands. 


Louisiana  is: 

■  A  world  leader  in  the  fields  of  animal 
genetics  research,  tropical  medicine  and 
agricultural  research. 

■  America's  largest  producer  of  natural  gas, 
supplying  one-third  of  total  U.S.  production 
and  11%  of  total  world  production. 

■  The  nation's  largest  handler  of  grain  for  export 
to  world  markets;  more  than  40%  of  U.S. 
grain  exports  move  through  Louisiana  ports. 

■  One  of  the  top  10  states  in  production  of 
sugar  cane  (2nd),  sweet  potatoes  (2nd),  rice 
(3rd),  cotton  (5th),  pecans  (5th),  and  soy- 
beans (10th). 

£,'  America's  third-largest  producer  of 
letroleum  and  the  third  leading  state  in 
petroleum  refining. 

Source:  Dept.  ol  Economic  Development 
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Linked  to  the  U.S.  interstate 
highway  system,  Louisiana's 
roadways  provide  overnight 
delivery  service  to  some  of  the  fast- 
est growing  markets  in  the  central 
U.S.,  while  more  than  4,000  miles  of 
mainline  railroad  track  connect 
Louisiana  to  every  major  market  in 
North  America.  To  improve  Louisi- 
ana's land  transportation  systems, 
the  state  has  established  the  Trans- 
portation Infrastructure  Model  for 
Economic  Development,  a  $1.4  bil- 
lion improvement  program  tli.it  will 
i  reate  >i  new  intrastate  network  ol 
four-lane  highways 

Air  transportation  Ins  heroine 

critical,  both  for  people  and  cargo. 
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Louisiana's  68  public  airports  and 
250  private  airports  offer  direct  ser- 
vice to  principal  U.S.  cities,  Mexico, 
Europe,  Latin  America,  Africa  and 
the  Far  East.  Air  freight  shipments 
are  handled  by  27  major  national 
and  international  airlines  serving 
10  Louisiana  cities. 

The  growth  in  air  cargo  ship- 
ments during  the  late  1980s  was 
particularly  notable  at  New  Orleans 
International  Airport,  where  ship- 
ments increased  75.9%  between 
1985  and  1988. 

To  assure  its  growth  in  service, 
the  airport  is  beginning  a  five-year, 
$425  million  expansion  program  to 
add  VFR  and  IFT  parallel  runways 
and  related  taxiways,  air  cargo 
areas  and  terminal  improvements. 

NEW  DIRECTIONS 

As  evidence  of  Louisiana's  recov- 
ery is  noted,  optimism  about 
the  state's  future  is  justifiably 
on  the  upswing.  According  to  Ray 
Morris,  branch  manager  of  Baton 
Rouge's  Investment  Management  & 
Research  Inc.,  a  broker/dealer  affili- 
ated with  Raymond  James  &  Asso- 
ciates, Louisiana  already  has  gone 
through  the  recession,  and  the 
state's  recovery  is  well  under  way. 
Optimism  is  well-founded,  not 
only  because  of  the  state's  recent 
investment  history  and  drop  in 
unemployment,  but  because  of  ini- 
tiatives that  have  been  inaugurated 
to  address  some  of  Louisiana's  most 
difficult  challenges.  Three  of  the 
areas  in  which  Louisiana  has  made 
the  greatest  strides  are  education, 
the  environment  and  ethics  in 
government. 

Backed  by  similar  forward  strides 
in  financial  management,  govern- 
ment administration,  human 
resources  and  economic  develop- 
ment, Louisiana  now  is  considering 
its  next  step:  a  proposed  reorgan- 
ization of  the  Department  of  Eco- 
nomic Development.  Entitled  "New 
Directions,"  the  proposed  program 
will  create  a  comprehensive,  cen- 
tralized economic  development 
effort  to  deliver  equal  attention  to 
attracting  new  industry,  assisting 


existing  industry  in  expanding 
profitability  and  further  stimulating 
entrepreneurship  in  Louisiana. 

Newly  appointed  Secretary  of 
Economic  Development  Kirsten  A. 
Nyrop  is  at  the  helm  of  the  state's 
economic  development  effort.  She 
sees  new  optimism  affecting  Louisi- 
ana residents.  Louisiana's  recent 
initiatives,  combined  with  its  estab- 


lished research  capabilities,  natural 
resources,  traditional  industries 
and  public-private  partnerships, 
serve  as  building  blocks  for  a 
strengthened  economy.  With  all 
this  evidence  of  a  new  direction- 
one  of  positive  change— Louisiana  is 
well  prepared  for  new  success  in 
the  21st  century.  ■ 

Design:  Zaino  Design,  NYC. 
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OF  US 

AS  YOUR 

AGENT. 


An  agent  is  someone  who  represents  the  interests  of  others,  and  prospers 
only  when  they  succeed.  That  same  situation  applies  to  utilities. 

So,  in  our  role  as  aggressive  promoters  of  economic  development, 
Louisiana's  Investor-Owned  Electric  Companies  act  as  agents  for  everyone  in 
the  state  —  and  everyone  dunking  of  locating  here.  After  all,  a  single  job  in 
basic  or  secondary  industry  generates  three  more  jobs. 

We  represent  you  with  an  enthusiasm  born  of  the  most  enlightened  kind  of 
self-interest.  Our  future  can  be  no  brighter  than  yours. 
Louisiana.  Ready,  willing  and  very  capable. 
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LOUSIANAS  INVESTOR-OWNED 
ELECTRIC  COMFWNIES 


How  California  dune  buggies  helped 
win  the  Gulf  war. 

Totally  tubular, 
dude 


By  Julie  Pitta 

Among  the  secret  weapons  that  So- 
viet generals  do  not  have  is  the  south- 
ern California  dune  buggy.  Thanks  to 
a  little  dune  buggy  manufacturer 
named  Chenowth  (pronounced 
Cheh-nuth)  Racing  Products  Inc.,  the 
Navy's  elite  Seals  had  a  reliable  vehicle 
to  carry  them  on  special  missions  dur 
ing  Operation  Desert  Storm. 

Chenowth,  owned  and  op- 
erated by  former  off-road  rac- 
er Michael  Thomas,  is  a  simple 
little  company.  It  sold  about 
10  dune  buggies  last  year  to 
weekend  enthusiasts  and  pro- 
fessional racers  and  another 
1,000  subassemblies  to  those 
who  build  their  own.  A  lucra- 
tive sideline:  Chenowth  has 
sold  about  400  dune  buggies 
to  the  military  over  the  last  12 
years. 

The  success  of  the  dune 
buggies  was  lost  amid  the  py- 
rotechnics of  Operation  Des- 
ert Storm— they're  not  as 
flashy  as  a  Patriot — but  the 
Navy  says  that  they  played  a 
vital  role.  These  little  recreational  ve- 
hicles carried  U.S.  troops  in  the  retak- 
ing of  the  American  Embassy  in  Ku- 
wait City  and  on  forays  into  enemy 
territory  to  gather  intelligence.  Zip- 
ping at  nearly  100  miles  jer  hour 
across  terrain  that  would  have  stalled 
the  military's  jeeps  and  tanks,  the 
dune  buggies  were  the  vehicle  of 
choice  for  crossing  enemy  lines. 

Recalls  Chief  Petty  Officer  William 
Weber,  who  rode  a  dune  buggy  into 
Kuwait  City  from  Saudi  Arabia:  "We 
were  going  over  pieces  of  volcanic 
rock  that  were  like  razor  blades,  then 
rolling  sand  dunes  and  hard,  flat 
plains  like  gravelly  parking  lots.  We 


were  probably  the  only  ones  who 
could  go  over  all  of  it." 

Chenowth  Racing's  ramshackle  of- 
fice is  situated  in  a  mobile  home  set  on 
the  edge  of  the  Imperial  Desert,  about 
an  hour  away  from  the  Navy's  Coro- 
nado  base.  There  are  no  engineers  on 
the  staff,  just  a  bunch  of  dune  buggy 


Dune 


buggies  roam  Saudi  Arabian  desert 
So  i 


fanatics.  Instead  of  a  security  guard  in 
the  lobby,  there's  a  sad  looking  mon 
grel  that  wanders  to  the  door  to  greet 
visitors. 

But  appearances  are  deceiving. 
Chenowth  revolutionized  the  dune 
buggy  industry  in  the  early  Seventies 
by  introducing  a  tubular  chassis,  dc 
signed  to  be  both  lightweight  and 
stable.  The  company  has  been  award 
ed  Manufacturer  of  the  Year  for  the 
last  three  years  by  the  off  road  racing 
association. 

No  one  seems  to  remember  how 
the  Navy  found  Chenowth.  The  U.S. 
Navy  bought  its  first  Chenowth  dune 
buggies  in  1977,  but  not  for  trans 


porting  troops.  Because  of  their  mo- 
bility on  sand,  the  Navy  found  the 
little  vehicles  made  excellent  bomb- 
ing targets  for  its  pilots  during  ma- 
neuvers on  the  Coronado  beach. 
Those  buggies,  which  sold  for 
$15,000  each — about  the  same  price 
as  a  recreational  model — were  operat- 
ed by  remote  control  and  fitted  with 
shells  to  make  them  resemble  tanks. 

When  the  Navy  procurement  peo- 
ple came  knocking  again  in  the  early 
Eighties,  they  were  looking  for  more 
than  a  moving  target.  "Desert  is  des- 
ert," says  Commander  Bob  Pritchard, 
public  affairs  officer  for  the  Naval 
Special  Warfare  Command  in  Coro- 
nado. "It  doesn't  take  a  rocket  scien- 
tist to  figure  out  that  if  they  work  in 
the  desert  [in  California]  they  would 
work  in  Saudi."  And  not  only  because 
they  were  fast  and  could  handle  very 
rough  terrain:  The  tubular  frame  had 
few  flat  surfaces,  so  that  the  dune 
buggies  were  difficult  for  ene 
my  radar  to  detect. 

Chenowth  President  Mi- 
chael Thomas  says  the  Navy's 
buggies  aren't  very  different 
from  the  models  he  sells  to 
racers.  An  average  racing  bug- 
gy costs  about  $75,000;  the 
Navy's  version — lower  on 
horsepower,  but  sturdier  in 
build— costs  about  $50,000. 
The  rest  of  the  changes  were 
mostly  cosmetic — adding  a 
gunner's  cage  to  the  back  of 
the  buggy,  racks  for  carrying 
gear  to  its  sides.  And,  of 
course,  each  vehicle  was  heavi- 
ly armed  and  painted  the  tradi 
tion.il  khaki. 

Just  two  days  after  the 
bombing  began,  the  Navy  asked  for  a 
rush  order  on  eight  more  modified 
dune  buggies.  It  wanted  them  deliv- 
ered in  two  weeks.  Thomas  called  25 
buddies  from  the  race  car  circuit  to 
come  help  his  regular  crew  of  35  with 
assembly.  They  all  put  in  12  hour 
days.  After  the  buggies  were  delivered 
by  air,  Thomas  and  two  colleagues 
flew  to  Saudi  Arabia  to  help  train  the 
troops. 

Interest  in  the  buggies  among  the 
military  here  and  abroad  has  been  at 
an  .illume  high  since  the  war.  Thomas 
is  toying  with  starting  a  sul>sidiary 
company  called  Chenowth  Military 
Products.  Hi 
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Considering  aD  toe  times  yotfve  seen  the  words  "new 

and  improved"  used  to  introduce  products,  it's  no 
wonder  you're  skeptical.  But  the  all  new  1991  Ninety 
Eight"  is  an  automobile  we  truly  believe  delivers  on 
these  words  in  a  very  big  way 

Inside  and  out  the  Ninety  Eight  has  totally  changed 
In  feet  it  redefines  the  contemporary  luxury  car. 

The  Ninety  Eight  is  larger  now,  bringing  you  more 
of  what  you  want  from  a  luxury  car  More  back  seat 
tegroom  and  over  20  cubic  feet  of  trunk  space. 

Mnety  Eight  also  features  a  more  responsive  3800  Yd 
with  tuned  port  injection,  and  standard  anti-lock  brakes. 
¥xfll  be  amazed  by  the  newly  available  Computer 
Gcmmand  Rkfc  System  An  innovation  toat  automatically 
adjusts  the  ride  to  match  changing  road  conditions. 
And  the  air  bag  on  the  drivers  side  is  now  standard,  too. 

And  nowhere  else  will  you  find  the  Qfcfcnctafe 


Edge,  the  exclusive  comprehensive  owner  satisfaction 
program  that  cant  be  touched  by  any  other  luxury 
automobile  you  can  buy  regardless  of  cost 

To  find  out  more  about  the  all-new  Ninety  Eight, 
just  stop  by  your  local  Oldsmobile8  deafer  Or  call 
1-800-242-OLDS,  Monday-ftiday  9  am  to  7  pm  ESE 
In  highway  mileage,  we  do  a  number  on  the  competition. 


BGHT 


LINCOLN 
TOWN  CAR 


MAZDA 
929 


Hft  Estimated  MPGJfighway 27 23 23 

ffighway  Range  (miles) 486 414 426 


Highwayrange  estimates  are  otainedt-.       jplying  EPA  highway  estimates  by  the  fud  tank 
capacity  in  gallons- 


IS  Ninety  Eight 

The  New  Generation  ofGdsmobila. 


A  law  that  was  designed  to  protect  retirees  of  bankrupt 
companies  isn't  working  very  well. 

Triage  on  trial 


I 


By  James  Lyons 

The  essence  of  bankruptcy  law  is 
hard  choices.  A  business  fails.  Who 
gets  what  and  how  much? 

Bankruptcy  judges  are  dealing  with 
a  particularly  sticky  issue  these  days: 
whether  to  use  assets  to  pay  the  health 
benefits  of  retirees  who  have  toiled 
faithfully  for  the  failed  company.  Do- 
ing so  can  impair  creditors"'  security 
and  make  it  more  difficult  for  __ 
viable  companies  to  emerge 
from  bankruptcy. 

Until  three  years  ago,  retirees 
with  health  claims  didn't  have 
much  of  a  voice  in  a  bankruptcy. 
They  had  to  stand  in  line  with 
everyone  else.  But  in  1988  Pres 
ident  Reagan  signed  into  law  a 
change  in  the  bankruptcy  code 
to  ensure  that  bankrupt  compa- 
nies did  not  sacrifice  benefits  to 
retirees  in  order  to  satisfy  other 
creditors. 

The  change — known  as  sec- 
tion 1114  of  the  bankruptcy 
code — came  about  as  a  result  of 
the  uproar  prompted  by  the 
1986  Chapter  11  filing  of  ltv 
Steel  Corp.  Shortly  after  it  en- 
tered bankruptcy,  ltv  an- 
nounced the  termination  of  the 
medical  and  life  insurance  bene- 
fits of  its  68,000  retirees. 

Section  1 1 14  gives  retirees  special 
priority  status — they're  allowed  to 
stand  ahead  of  other  unsecured  credi- 
tors. And  if  a  bankrupt  company 
wants  to  change  retiree  benefits,  it 
must  first  try  to  strike  a  deal  with  a 
retirees  committee  and  then  submit 
the  new  plan  for  approval  by  a  bank- 
ruptcy judge. 

Fine  ideas  in  theory;  in  practice, 
they  fall  short. 

Take  a  look  at  Eastern  Air  Lines, 
which  is  now  trying  to  cut  a  deal  on 
benefits  with  its  retired  un  on  and 
salaried  employees.  Eastern  estimates 
the  discounted  present  value  of  its 
retiree  health  bill  at  $353.3  million, 
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according  to  lawyers  familiar  with  the 
talks.  (Eastern's  lawyers  declined  to 
comment.) 

Big  money.  But  remember  that 
Eastern  is  being  liquidated.  Section 
1114  was  written  for  Chapter  1 1  reor- 
ganizations. It  is  silent  on  liquidation 
situations  like  Eastern's. 

The  question,  then,  is:  Does  sec- 


tion 1114  still  apply? 

Yes  it  does,  according  to  a  Wash- 
ington,   D.C.     federal     bankruptcy 
judge  handling  the  Chapter  1 1  liqui 
dation  of  Garfinckels,  Inc.  The  de- 
part ment  store  entered  Chapter  11 
last  June  with  the  intention  of  liqui- 
dating. Garfinckels  asked  the  judge  if 
it  could  cancel  its  retirement  benefits 
and  treat  the  claims  like  those  of  other 
unsecured  creditors. 

Judge  S.  Martin  Tecl  Jr.  denied 
Garfinckels'  request  and  ordered  that 
a  retirees  committee  be  formed  to 
work  out  a  deal.  So  section  1114 
applies  to  Chapter  11  liquidations, 
and  therefore  Eastern's  retirees  pre- 


sumably have  some  protection. 

Or  do  they?  Debtors  and  other 
creditors  in  liquidations  have  one 
more  club  to  force  the  retirees  further 
back  in  the  line.  There  is  another  part 
of  the  bankruptcy  code  which  applies 
to  liquidations— Chapter  7,  where 
companies  are  dismantled  by  a  court- 
appointed  trustee  rather  than  by  man- 
agement itself. 

Under  Chapter  7,  the  trustee  can 
unilaterally  modify  retiree  benefits.  A 
bankrupt  company  or  its  creditors  can 
ask  a  bankruptcy  judge  to  convert  a 
Chapter  1 1  liquidation  to  a  Chapter  7 
and  thereby  dodge  a  retirees  commit- 
tee altogether. 

Says  one  lawyer  who  is  representing 
some  of  Eastern's  retirees,  "The  un- 
spoken threat  is  that  Eastern  or  the 
__     creditors  will  move  to  convert 
to  a  Chapter  7." 

So  what  started  out  as  a 
mechanism  to  protect  retirees 
isn't  really  that  much  protection 
after  all. 

Section  1114  can  also  put 
bankrupt  companies  in  the  un- 
comfortable position  of  having 
to  cut  benefits  (and  job  pros- 
pects) of  current  employees  to 
protect  retired  ones. 

That's  the  situation  con- 
fronting Federated  Department 
Stores,  Inc.  and  Allied  Stores 
Corp.  in  their  Chapter  1 1  reor- 
ganization in  Cincinnati.  Last 
July  the  retailers  slashed  health 
benefits  for  their  current  em- 
ployees. Estimated  total  sav- 
ings: $7.5  million  during  the 
first  year  alone. 

But  because  of  section  1114, 
Federated/ Allied  can't  hit  rctir 
ecs  with  the  same  cuts.  The  compa- 
nies contend  this  disparity  will  pro- 
duce a  '^windfall"  for  retirees.  With- 
out the  trimmed  benefits, 
Federated/Allied  contend,  the  com 
panics  will  have  to  spend  an  extra  $50 
million  in  the  next  decade.  That's 
money  that  could  be  put  to  good  use 
rebuilding  the  companies. 

Section  1114  was  a  well  meaning 
piece  of  legislation.  But  in  cases  like 
Eastern  Air  lanes,  it  doesn't  necessar- 
ily work.  And  in  cases  like  Federated, 
it  can  work  against  the  long  term 
viability  of  the  company.  Well  mean 
ing  does  not  necessarily  mean  well 
conceived.  ■ 
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Good  design  alone  can't  save  a  business;  look  at  the 
mounting  problems  of  Denmark's  Bang  &  Olufsen. 

A  beautiful  face 
is  not  enough 


By  Peter  Fuhrman 

Bang  &  Olufsen  is  the  last  of  a  dying 
breed.  This  Danish  electronics  com- 
pany is  the  sole  remaining  small  inde- 
pendent European  manufacturer  of 
stereo  components,  televisions  and 
video  equipment.  Over  the  last  15 
years  dozens  of  such  firms,  including 
once  illustrious  names  like  Grundig, 
Ferguson,  Brion  Vega  and  Telefun- 
ken,  have  gone  under  or  been  ab- 
sorbed into  corporate  behemoths. 
Bang  &  Olufsen  is  holding  out  but 
only  just  barely.  Its  sales  will  likely  be 
flat  this  fiscal  year,  ending  this  month 
at  about  $340  million,  and  for  the 
third  time  since  1984  the  company 
will  be  in  the  red — this  time  to  the 
tune  of  about  $5  million. 

To  shore  up  its  weakening  finances, 
ten  months  ago  Bang  &  Olufsen  sold 
a  25%  stake  in  its  chief  operating 
subsidiary  to  the  Dutch  electronics 
giant  N.V.  Philips.  Says  Bang  &  Oluf- 
sen's  chief  executive,  Vagn  Andersen, 
"We  are  steering  and  braking  to  get 


through  this  difficult  time." 

Still  working  for  Bang  &  Olufsen  is 
its  reputation  for  superior  design.  In 
an  industry  that  generally  elevates 
function  over  form,  Bang  &  Olufsen's 
stereos  and  televisions  are  paragons  of 
style,  with  trim,  austere  and  polished 
contours  that  recall  Bauhaus  mini- 
malism. As  far  as  prices  go,  however, 
less  is  decidedly  more.  Bang  &  Oluf- 
sen's TVs  and  stereos  sell  for  prices 
that  make  even  the  most  style-con- 
scious consumers  flinch:  A  three- 
piece  stereo  console  lists  for  $4,500;  a 
26-inch  color  TV  with  matching  video 
recorder  retails  at  $4,400;  a  portable 
compact  disc  player  with  a  remote 
control  unit  can  be  yours  for  $3,500. 
One  great  advantage,  of  course,  of 
having  good-looking  products  is  be- 
ing able  to  charge  a  premium  price  for 
"them.  The  tough  part  is  knowing  how 
big  that  premium  can  be  without 
driving  away  too  many  customers. 
This  is  where  Bang  &  Olufsen  seems 


to  have  miscalculated.  High  Danish 
labor  costs  and  a  dollar  that  was  weak 
for  years  forced  Bang  &  Olufsen  to 
raise  prices  in  the  U.S.  market  so  high 
that  its  sales  here  have  been  held  to 
around  $40  million  a  year. 

It  wasn't  always  thus.  The  compa- 
ny, which  got  its  start  in  1925  in  the 
fishing  village  of  Struer  in  Denmark's 
Jutland  littoral,  broke  big  in  the  U.S. 
in  the  mid-  1970s  with  a  record  player 
that  was  innovative  and  stylish  and 
delivered  exceptionally  faithful  sound 
reproduction.  Stereo  enthusiasts 
liked  the  sound,  while  museums  and 
fashion  magazines  began  acclaiming 
the  turntable's  svelte  shape.  Designer 
stereo  was  born. 

But  when  compact  discs  came  in 
Bang  &  Olufsen  could  offer  only  a 
me-too  product,  technically  speak- 
ing. Its  premium  price  brought  a 
handsome  package  but  at  as  much  as 
twice  the  cost  of  equally  good-sound- 
ing competitive  products. 

An  added  burden  is  that  Bang  & 
Olufsen  still  manufactures  all  its 
equipment  in  Denmark,  where  the 
wage  cost  of  hourly  employees  is 
about  30%  higher  than  in  Japan.  Even 
in  good  years,  high  overhead  has  kept 
the  company  from  earning  more  than 
4%  pretax  on  sales.  And  the  absence  of 
scale  economies  pushes  production 
costs  through  the  roof.  The  company 
makes  its  televisions,  video  recorders 
and  stereo  equipment  in  batches  that, 
by  current  industry  standards,  look 
like  test-runs.  Sony,  for  instance, 
makes  more  TV  sets  in  a  week  than 
Bang  &  Olufsen  does  in  a  year.  At  its 


$4,400  of  television  and  video  equipment  from  Bang  &  Olufsen 
Stiff  premium  to  pay  for  a  pretty  box. 


Bang  &  Olufsen's  bestselling  item,  its  6500  stereo  console 
Designer  stereo. 
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factory  in  Strucr,  smiling  Danish  la- 
dies patiently  use  pliers  to  insert  tran- 
sistors one  by  one  into  a  circuit  board. 

Assembling  televisions,  however,  is 
not  an  artisanal  activity.  Small  lots 
mean  high  prices,  not  better  quality. 
Bang  &  Olufsen  buys  the  crucial  com- 
ponent, the  color  picture  tubes,  from 
Philips.  But  the  Bang  &  Olufsen  tele- 
visions sell  for  almost  $500  more  than 
die  Philips  model  with  the  same  tube. 
That's  a  big  premium  to  pay  for  a 
pretty  box. 

Dig  down  still  further  into  the  guts 
of  any  Bang  &  Olufsen  product  and 
you  will  find  many  of  the  same  com- 
ponents, subassemblies  and  printed 
circuit  boards  that  are  inside  Sony  or 
Toshiba  products  costing  half  as 
much.  For  now,  the  Japanese  elec- 
tronics makers  have  kept  to  the  low- 
margin  and  high-volume  end  of  the 
business,  but  as  sure  as  Lexus  follows 
Corolla,  Sony,  Matsushita  and  others 
will  move  into  premium-priced  prod- 
ucts. Already  Hitachi  is  introducing  a 
line  of  expensive  stereo  components 
that  look  strikingly  like  Bang  &  Oluf- 
sen's.  Meanwhile,  innovative  and  ex- 
pensive products  are  coming  fast  and 
furious  from  the  Japanese.  Last  year  it 


The  new  portable  compact  disc  unit 
The  ultimate  in  ghetto  blasters. 


was  32-inch-screen  televisions;  this 
year  it's  video  recorders  with  digi- 
tal sound. 

The  Japanese  companies  have  a  big 
advantage  on  the  retailing  end  as  well. 
Their  merchandise  sells  at  discounters 
and  chain  stores  like  Circuit  City,  Silo 
and  Highland  Appliance.  These 
stores  are  forcing  out  of  business 
many  of  the  independent  electronics 
dealers  that  the  Danish  company  re- 
lies on. 


Bang  &  Olufsen  has  tried  over  the 
last  two  years  to  counteract  this  trend 
by  opening  its  own  showrooms  on 
posh  shopping  streets  in  major  Amer- 
ican cities.  It  now  has  five  such  shops, 
including  one  on  Rodeo  Drive  in 
Beverly  Hills  and  one  on  Newbury 
Street  in  Boston.  None  of  these  shops 
is  earning  a  profit,  what  with  high 
rents  and  low  turnover.  Affluent  cus- 
tomers will  pay  a  premium  for  Rodeo 
Drive  and  for  sleek  design,  but  appar- 
endy  not  the  premium  Bang  &  Oluf- 
son  is  forced  to  demand. 

Company  boss  Vagn  Andersen 
rules  out  shifting  manufacturing  from 
Denmark,  saying  his  firm  is  a  "nation- 
al asset."  He  talks  wistfully  about 
concentrating  on  selling  to  Europe, 
where  protectionism  has  dulled  the 
edge  of  Japanese  competition. 

A  two-tiered  share  structure  that 
keeps  control  in  the  hands  of  mem- 
bers of  the  founding  family  provides 
short-term  guarantees  for  Bang  & 
Olufsen's  survival  and  for  its  stubborn 
insistence  on  uninspired  policies.  The 
cash  infusion  from  Philips  will  cover 
the  losses  for  a  time.  But  the  compa- 
ny's longer-term  prospects  are 
darkening.  M 
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1  In-depth  coverage  of  the  events  and  trends  shaping 
1  $  the  markets  —  so  you  know  where  opportunities 
will  arise,  and  how  to  exploit  them 

O  Incisive,  expert  reports  on  trading  tools  and  tech- 
L,  niques  —  so  you  know  what  works,  and  how  best 
to  use  it 


3. 


Profiles  of  the  movers  and  shakers  in  the  futures 
industry  —  so  you  know  who  you're  up  against, 
and  how  they've  succeeded 


Futures  magazine  is  the  most -read  publication  in  the 
futures  and  options  industry.  If  you're  trading  without 
Futures,  you're  at  a  disadvantage. 

Take  advantage  of  Futures—  and  this  limited-time  offer: 

1  year  (12  issues)  for  just  $19.95  —  65%   savings  off 
newsstand  prices! 

FREE  Reference  Guide  —  Futures  magazine's  Annual 
Reference  Guide  to  the  Futures  &  Options  Markets 

FREE  Book  Bonus  —  Futures  Guide  to  Trading 
gives  you  solid  how-to  advice  on  what,  when 
and  where  to  trade 

Subscribe  today  -  call  NOW: 

1-800-221-4352,  ext.  537 

Futures 

219  Parkade,  PQ  Box  6  •  Cedar  Falls,  lA  50613 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

"Price  subject  to  change  without  notice 

Forbes  Lake  of  the  Ozarks 

Box    303,  Fort  Garland,  CO  81133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 
Name^ — 


Address, 


City/State/Zip 
Telephone 


or  phone  816/438-2801 
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Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cnsto  Ranches.  NYA88-178  K  a^y  a  .    h         m 
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MARKETING 


EDITED  BY  JOSHUA  LEVI 


■ 


John  Malec's  vision  of  the  future  is  a  funny-looking 
shopping  cart  with  a  TV  screen  on  it.  Yet  another 
way  the  marketers  are  going  to  get  to  you. 

The  ultimate  sell 


In  two  casks  out  of  three,  shoppers 
don't  have  a  clue  which  brand  they 
plan  to  buy  until  they're  staring  at  the 
supermarket  shelf.  They  make  their 
decisions  on  the  spot. 

Which  is  pretty  alarming  if  you're 
one  of  those  trying  to  manipulate 
brand  choices  through  the  $70  billion 
spent  annually  on  consumer  goods 
advertising,  or  showering  newspaper 
readers  with  over  270  billion  cents-off 
coupons  a  year — fewer  than  7  billion 
of  which  ever  get  cashed  in. 

But  if  you're  John  Make,  that  two- 
cases-out-of-three  is  one  of  your  fa- 
vorite statistics.  For  Malec  is  the  in- 


ventor of  the  Videocart,  a  normal 
shopping  cart  with  a  small  computer 
screen  bolted  to  its  front  rail  and  a 
batten'  pack  underneath. 

The  odd-looking  contraption,  now- 
being  rolled  out  nationwide,  brings 
brand  advertising  right  into  the  su- 
permarket and  assaults  shoppers  while 
they're  rolling  down  the  aisles.  Work- 
ing off  a  series  of  up  to  150  infrared 
"triggers"  strategically  placed  in  the 
stores,  the  Videocart  screen  flashes, 
say,  a  Pepsi  ad  just  when  the  customer 
is  in  front  of  the  soda  shelf.  At  other 
times,  the  screen  displays  a  list  of 
products  with  featured  prices  in  what- 


ever aisle  the  cart  happens  to  be.  Very 
direct    marketing — precisely    at    the  . 
moment  when  the  clueless  two-thirds 
are  making  their  choices. 

Malec,  who  is  chairman  of  tiny  $5 
million  (1990  revenues)  Videocart, 
Inc.,  has  already  managed  to  get  some 
of  the  heaviest  hitters  in  the  package 
goods  business — including  Procter  & 
Gamble,  Pepsi,  Nabisco  and  Ralston 
Purina — to  sign  up.  They  pay  roughly 
S4  to  reach  1,000  users,  compared 
with  about  $7  for  a  newspaper  cou- 
pon insert  and  $10  to  $12  for  a 
nighttime  network  commercial. 

Early  results  suggest  it  actually 
works:  Shoppers  pushing  Videocarts 
spend  on  average  $1  more  per  visit 
than  those  who  don't.  Every  dollar 
counts  when  you  have  20,000  shop- 
pers a  week,  as  do  the  15  supermar- 
kets that  have  Videocarts.  A  prelimi- 
nary study  at  the  Schnuck's  chain  in 
the  Midwest  showed  that  sales  of 
some  Videocart-promoted  items 
were  running  5%  to  60%  ahead  of 
normal  levels. 


Videocarts  at  Dominick's  in  suburban  Cnicago 
Hitting  shoppers  where  they  make  their  choices. 
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Eighty  straight 
quarters  of  steady 

growth  have 

put  Freddie  Mac 

over  the  top. 


J?  reddie  Mac  has  the  healthiest  financial 
profile  in  the  housing  finance  industry.  A 
record  of  twenty  years  of  stability  and  consis- 
tent growth  provides  investors  with  the  confidence 
that  Freddie  Mac  is  strong  enough  to  back 
their  investments. 

Net  revenue  stream  in  1990  reached  $  1.3 
billion  (the  ninth  consecutive  year  it  increased), 
while  after- tax  value  of  Freddie  Mac's  net 
assets  reached  $4.8  billion  and  net  income 
reached  $414  million.  This  financial  strength 
provides  Freddie  Mac  investors  with  quality, 
performing  investments. 

And  Freddie  Mac  works  hard  to  protect 
investments.  By  maintaining  consistently  high 
underwriting  standards,  Freddie  Mac  is  able 
to  ensure  the  credit  quality  of  the  underlying 
mortgage  loans.  For  every  $1  mortgaged, 
Freddie  Mac  has  $2  of  property  value  backing 


that  mortgage.  In  addition,  to  minimize 
interest-rate  risk,  we  maintain  a  portfolio 
that  is  95%  securitized. 

The  total  return  on  Freddie  Mac  PCs, 
including  interest  income  and  price  appre- 
ciation, has  consistently  outperformed 
other  fixed -income  sectors  for  over  ten 
years.  Freddie  Mac's  marketable  Gold  PCSM 
offers  investors  the  shortest  payment  cycle 
available  in  the  mortgage -backed  securities 
market  today— as  well  as  the  timely  pay- 
ment of  interest  and  principal. 
Investing  in  Freddie  Mac  makes  sense  finan- 
cially and  encourages  homeownership. 
Which  is  why  an  investment  in  Freddie  Mac  is 
a  strong  investment. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMEP'CAN  HOMES 


tfltf 


Freddie  Mac 


STEADY 
FREDDIE 
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Videocart,  Inc.  Chairman  John  Malec 

"The  ads  must  pay  for  other  services  people  use." 


A  Vons  store  recently  ran  its  own 
promotion  featuring  a  recipe  and  the 
hint  that  Robert  Mondavi  Cabernet 
Sauvignon  might  go  well  with  the 
meal.  The  store  sold  as  much  of  the 
wine  in  two  days  as  it  normally  sells  in 
three  months. 

If  ads  were  all  Videocart  delivered, 
it  wouldn't  stand  a  chance.  "I  start 
from  the  point  of  view  that  ads  are 
something  people  want  to  avoid,  so 
the  ads  have  got  to  pay  for  other 
services  people  use,"  says  Malec.  For 
now,  that  means  a  detailed  map  of  the 
store  along  with  an  index  of  where 
every  item  is  situated — not  unuseful 
in  today's  80,000-square-foot  stores 
stocked  with  upwards  of  22,000 
products.  By  pushing  buttons  on  a 
simple  keyboard,  shoppers  can  a    > 


get  recipes  and  nutritional  informa- 
tion; local  news  and  weather  reports 
are  triggered  automatically  when  the 
cart  reaches  the  checkout  line. 

Eventually,  Videocart  shoppers  will 
be  able  to  get  instant  "electronic  cou- 
pons" by  pushing  one  of  the  ten 
buttons  alongside  the  video  screen. 
Malec  also  plans  to  add  a  personal 
identification  function  that  will  allow 
the  cart  to  serve  as  an  automatic 
check-cashing  device.  All  this  will  in- 
volve some  linkup  to  the  checkout 
counter,  which  hasn't  been  devel- 
oped yet. 

For  now,  Malec  has  wisely  opted  to 
underplay  this  more  gee-whiz  stuff, 
reasoning  that  for  many  shoppers  the 
Videocart  may  be  their  first  brush 
with  computers.  Too  much,  too  soon 


would  simply  flummox  them,  he  says. 

Besides,  adding  too  many  costly 
bells  and  whistles  at  this  point  would 
quickly  make  Videocart  uncompeti- 
tive with  other  media — a  problem 
that  has  torpedoed  many  overly  ambi- 
tious computer-based  marketing 
schemes.  Videocart  must  already  pay 
out  $95,000  to  equip  each  store. 

Malec  predicts  that  Videocarts  will 
be  in  450  stores  by  the  end  of  the  year. 
His  ultimate  goal:  5,000  top  super- 
markets, representing  40%  of  the 
$350  billion  grocery  business,  by 
1995.  That  will  give  Videocart  the 
reach  of  a  commercial  on  the  Super- 
bowl — and  the  potential  of  a  national 
in-store  advertising  medium.  Drools 
the  promotion  director  of  one  of  the 
country's  largest  package  goods  mar- 
keters: "I  am  tremendously  interested 
in  finding  a  way  to  reach  people  in  the 
store,  and  Videocart  has  the  best  odds 
of  pulling  that  off." 

Supermarkets  are  willing  to  let  Vid- 
eocart into  their  stores  for  no  fee — 
while  the  banner  hangers  and  other 
in-store  advertisers  have  to  pay  as 
much  as  25%  of  revenues  to  get  in. 
Why  the  uncharacteristic  largesse? 
"Videocart  brings  shoppers  to  us," 
says  Lawrence  Maggio,  manager  of 
marketing  services  for  Schnuck's. 

Malec  came  up  with  the  Videocart 
idea  while  chairman  of  Information 
Resources,  Inc.,  a  company  he  found- 
ed in  1981,  which  quickly  became  a 
pioneer  in  the  use  of  checkout  scanner 
data  for  market  research  (Forbks, 
Oct.  15,  1990).  But  shoppers  were 
turned  off  by  the  early  versions  of  the 
cart,  which  had  much  larger  screens 
that  obscured  the  cart's  contents. 
Moreover,  the  screen  flashed  too 
many  messages,  demanding  constant 
attention  and  leaving  shoppers  dazed. 
The  venture  was  widely  viewed  as 
Malec's  folly.  The  current  version  is 
his  response  to  the  naysaycrs. 

Information    Resources    spun    off 
Videocart  to  shareholders  in  October. 
Though  the  cart  is  promising,  the 
company's  stock,  at  6%  (market  capi 
talization,  $59  million),  is  expensive 
given  revenues  of  $5  million  and  its 
$7  million  loss  last  year.  And  a  big 
question  mark  in  the  company's  In 
ture  will  be  its  ability  to  raise  the 
money  Malec  will  need  to  achieve  his 
dream:   creating   a    new    iv   genera 
don     outside  the  home.      -J. I..    H 
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With  all  the  awards  it's  won, 
you  might  think  we'd  be  satisfied. 


America's  award-winning  sedan. 

The  day  it  first  rolled  off  the  assembly  line, 
Ford  Taurus  began  winning  awards.  From 
the  most  respected  automotive  and  consumer 
magazines  to  design  associations,  the  praise 
for  Taurus  has  been  almost  universal.  Now, 
some  might  think  that  all  this  acclaim  would 
lead  us  to  sit  back  and  rest  on  our  laurels. 
One  drive  and  it's  obvious  they  couldn't  be 
more  wrong. 

Continuous  improvement. 

We've  never  stopped  trying  to  make  Taurus 
even  better.  In  fact,  over  300  refinements 
have  been  made  since  it  was  introduced. 
Ranging  from  major  changes  like  entirely 
new  engine  choices,  to  thoughtful  touches 
like  an  easily-accessed  remote  trunk  release. 

Important  safety  features. 

Taurus  is  equipped  with  32  standard  safety 


features  including  a  driver's  side  air  bag 
supplemental  restraint  system  to  be  used 
with  your  safety  belts  and  3-point  rear  seat 
belts.  Plus  the  available  anti-lock  braking 
system  with  four-wheel  disc  brakes  provides 
even  more  security  for  you  and  your  family. 

One  of  Car  and  Driver's 
"Ten  Best"  for  the  6th 
straight  year. 

At  Ford,  we're  proud  of  our 
philosophy  of  continuous 
improvement.  This  attitude, 
and  the  results  it  produces, 
have  made  Taurus  an  award-     1 
winning  sedan  every  year  since 
its  introduction. 


Ford  Taurus 


s 


Buckle  up-together  we  can  save  lives. 


Have  you  driven  a  Ford . . .  lately?   tfLc/oTzcC  J 


COMPUTERS/COMMUNICATIONS 


Ashton-Tate's  lawsuit  against  its  much 
smaller  competitor,  Fox  Software,  has  been 
a  bonanza.  But  not  for  Ashton-Tate. 

Nasty  surprise 


By  Kathleen  K.  Wiegner 

You  DON'T  need  a  long  memory  to 
remember  when  Ashton-Tate  ruled 
the  world  of  database  software  for 
personal  computers.  Just  two  years 
ago  the  firm's  dBase  had  a  60%  share 
of  that  market.  Since  then  sales  have 
declined  25%  (to  $230  million  last 
year)  and  the  company  has  lost  $47 
million.  In  April  of  last  year  the  board 
forced  former  chairman  Edward 
Esber  to  resign. 

What  happened?  A  lot  of  Ashton- 
Tate's problems  have  been  created  by 
a  little  upstart  firm  called  Fox  Soft- 
ware Inc.,  based  in  Perrysburg,  Ohio. 
Fox  makes  an  odd  nemesis.  The  com- 
pany is  run  by  David  Fulton  out  of  a 
small  shopping  center  in  a  suburb  of 
Toledo.  Fulton,  46,  is  a  low-key,  con- 
genial professor  turned  entrepreneur. 
He  founded  and  ran  the  computer 
science  department  at  Bowling  Green 
University. 

Fulton  has  Ashton-Tate  to  thank 
for  his  business  opportunity.  Fox's 
FoxBase  software  program  was  origi- 
nally designed  to  run  existing  applica- 
tions that  had  been  created  with  Ash- 
ton-Tate's dBase,  making  these  appli- 
cations faster.  In  effect,  FoxBase  was 
to  dBase  what  a  more  powerful  engine 
is  to  a  car.  To  continue  the  car  analo- 
gy, Fulton  thought  of  FoxBase  as  an 
aftermarket  product:  Customers  de- 
veloped applications  with  Ashton- 
Tate's product,  then  bought  FoxBase 
to  turbocharge  these  applications. 
For  its  first  few  years  FoxBase  (which 
later  changed  its  name  to  FoxPro) 
thus  piggybacked  on  Ashton-Tate's 
product. 

Imagine  that  you  have  a  mail  order 
business  with  14,000  customers. 
You've  organized  their  purchase  his- 
tories on  a  computer  with  the  help  of 
Ashton-Tate's  dBase.  You  spent  a 
fairly  small  sum — say,  $2,000 — to  get 
dBase  installed  on  a  small  computer 


network  in  your  customer  service  de- 
partment. But  you  spent  much,  much 
more  than  that  for  a  team  of  program- 
mers to  write  custom  dBase  programs 
that  make  life  easier  for  your  employ- 
ees, perhaps  by  creating  computer 
screens  that  mimic  the  old  file  cards 
they  used  to  use. 

Now  you  discover  that  you  can  add 
FoxPro  to  your  network  for  only 
$400.  FoxPro  can  read  the  file  con- 
taining the  14,000  customer  records. 
Equally  important,  it  can  understand 
all  the  commands  (like  "index"  or 
"create"  or  "average")  in  your  cus- 
tom program  written  in  the  dBase 
language.  Main  difference:  It  runs 
faster  than  dBase.  A  performance  re- 
view done  by  PC  magazine  last  year 
found  that  dBase  IV  took  three  times 
as  long  as  FoxPro  to  sort  50,000 
records. 

The  symbiotic  relationship  be- 
tween AshtonTate  and  Fox  lasted 
until  1988.  But  by  then  database  cus- 
tomers were  discovering  that  FoxPro 
not  only  was  faster  but  also  had  desir- 
able features  not  contained  in  dBase, 
such  as  easy-to-use  graphical  inter- 
face. Suddenly  Fox  looked  less  like  an 
enhancement  and  more  like  major 
competition. 

In  November  1988  AshtonTate 
sued  Fox,  charging  it  with  copyright 
infringement.  The  bigger  company 
sought  protection.  Instead  it  got  a 
nasty  surprise. 

The  complex  series  of  computer 
instructions  that  make  FoxPro  work 
are  nothing  like  the  series  of  instruc- 
tions that  make  dBase  work.  For  ex- 
ample, when  you  tell  FoxPro  to  "in- 
dex" your  customer  records — so  that 
you  can  instantly  find  any  given  cus- 
tomer name  and  history  without  paw- 
ing through  all  14,000  names — the 
program  goes  about  the  task  in  an 
entirely  different  fashion  than  dBase 


does.  That  difference  explains  why 
FoxPro  is  so  much  faster  than  dBase. 
Confronted  with  this  difference, 
Ashton-Tate  could  not  claim  that 
FoxPro  was  a  "clone"  of  its  product. 
It  had  to  lodge  another  kind  of  charge 
against  Fox.  What  it  came  up  with  was 
the  sweeping  claim  that  Ashton-Tate 
owns  the  very  language  of  database 
manipulation  commands  that  it  creat- 
ed and  popularized.  Under  this  the- 
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pry,  users  would  be  proscribed  from 
lusing  Fox  products  unless  perhaps 
I  Fox  was  willing  to  pay  Ashton-Tate  a 
royalty. 

Was  Ashton-Tate's  claim  far- 
fetched? Terrence  Hatter,  federal  dis- 
trict court  judge,  thought  so  and  in 
December  dismissed  Ashton-Tate's 
lawsuit  against  Fox  Software,  invali- 
dating the  entire  copyright  that  Ash- 
ton-Tate claimed  was  protecting 
dBase.  The  judge's  reasoning:  Ash- 
ton-Tate did  not  disclose  in  its  origi- 
nal dBase  copyright  filings  in  the  early 
1980s  that  its  language  was  derived 
from  a  public  domain  database  pro- 
gram developed  by  Jet  Propulsion 
Laboratories. 

But  the  judge's  ruling  did  not  ad- 
dress the  question  of  whether  anyone 
can  own  "index"  and  other  com- 
mand language.  Suddenly,  the  com- 
pany that  had  tried  to  protect  itself  in 
court  emerged  more  naked  than  ever. 


Then,  in  a  surprise  move  in  late 
April,  Judge  Hatter  reversed  himself, 
paving  the  way  for  the  trial  to  go 
forward.  A  new  ruling  is  not  expected 
until  next  year  at  the  earliest.  But 
irreparable  damage  has  already  been 
done.  In  late  1988  AshtonTate  in- 
troduced a  badly  flawed  version  of  its 
product  called  dBase  IV.  At  the  same 
time,  by  suing  Fox,  AshtonTate  in 
effect  pointed  its  potential  customers 
toward  Fox  Software,  a  company  it 
clearly  feared.  When  people  looked, 
many  found  that  Fox's  product  was 
what  they  had  really  wanted  dBase  rV 
to  be  all  along.  "By  suing  us,  they 
shone  the  spotlight  on  us,"  says  Ful- 
ton. AshtonTate  has  cleaned  up 
dBase  rV's  bugs  and  recently  reported 
that  sales  of  this  latest  version  of  dBase 
were  up  97%  from  the  previous  year. 
But  dBase  still  doesn't  run  fast 
enough  to  please  many  users. 

The  victor,  Fox's  David  Fulton,  got 


David  Fulton  of  Fox 
"We  would  be 
picking  up  Ashton- 
Tate's scraps. 
That  remained  our 
mind-set  until 
the  day  Ashton- 
Tate sued  us." 


his  feet  wet  in  business  when  he  and 
some  of  his  former  Bowling  Green 
students,  as  well  as  some  faculty  mem- 
bers, started  an  applications  program- 
ming firm.  In  1983  they  developed  a 
database  product  for  a  manufacturing 
application.  "It  was  a  living,"  says 
Fulton  of  that  early  product,  "but  in 
late  1984  AshtonTate  came  out  with 
dBase  III  and  demand  fell  off  for  our 
product. "  So  Fulton  teamed  up  with  a 
Toledo  tax  attorney,  Richard  La  Val- 
ley, and  a  couple  of  programmers  and 
started  work  on  FoxBase  Plus,  which 
worked  like  dBase  without  using  the 
same  code. 

In  the  beginning,  Fulton  sold  Fox- 
Base  through  advertisements  in  com- 
puter magazines.  Then  he  showed  up 
at  Ashton-Tate's  first  developers' 
conference  in  Los  Angeles  in  1986 
and  offered  to  run  anyone's  dBase 
application  on  his  software.  FoxBase 
Plus  beat  out  AshtonTate  every  time, 
and  the  little  company  was  on  its  way. 

Owned  by  Fulton  and  Chairman 
La  Valley,  Fox  Software  has  no  debt 
and  annual  sales  growth  of  over  70% 
for  the  last  four  years.  Sales  this  year 
could  likely  top  $40  million.  This 
from  a  programming  staff  of  just  11. 
By  the  end  of  this  month  Fulton  plans 
to  begin  shipping  an  even  faster  Fox, 
FoxPro  2.0. 

Despite  his  victories  to  date,  Fulton 
is  well  aware  of  how  vulnerable  his 
smallish  company  is  in  an  industry 
dominated  by  huge  Microsoft  Corp. 
(Forbes,  Apr.  1).  While  Microsoft 
has  yet  to  introduce  a  database  prod- 
uct to  compete  against  Fox,  Ashton- 
Tate or  other  database  software 
houses,  it  surely  will.  If  Fulton  can 
horn  in  on  AshtonTate,  so  too  can 
Bill  Gates. 

But  for  now  Fulton  is  reveling  in 
the  turn  of  events  that  has  turned  his 
company  into  as  legitimate  a  contend- 
er as  the  company  whose  coattails  he 
once  rode.  "We  really  conceived  of 
FoxBase  Plus  as  an  aftermarket  prod- 
uct," says  Fulton.  "We  would  be 
picking  up  Ashton-Tate's  scraps,  tar- 
geting people  who  wanted  a  sort  of 
turbocharged  dBase.  That  remained 
our  mind-set  until  the  day  Ashton- 
Tate sued  us." 

That  plaintiffs  can  and  often  do 
emerge  from  courtrooms  weaker  than 
when  they  entered  is  a  lesson  all  busi- 
ness people  should  remember.       ■■ 
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Once  again,  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerships  with  industry 
leaders,  like  Microsoft,  to  work  for  you. 
From  March  11  through  June  30, 
1991,  Compaq  will  gr    you  a  free 
Microsoft  BallPoint  mou  :  (a  $175 
value)  when  you  buy  a  0   UPkQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  TE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Pei  onal  Computer. 


The  Microsoft  BallPoint  is  an  exciting  new 
pointing  device  that  clips  onto  either  side  of  your 
keyboard  and  goes  anywhere  your  PC 
goes.  Then  with  a  flick  of  the  thumb, 
it  lets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet,  it  offers  a  new  way  to  tap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  small. 


i" 'i i  ..iii'i  March  11  1991  through  lune  K)  1991  See  your  dealei  foi  di  lafl  Patent  and  linden  i  i  noma  mentioned  herein  mq  be  iredeitarl  undta  registered  iradnurl 
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COMPAQ 
LTE  286 


COMPAQ 

LTE 


Longer  battery  life,  so  you  can  work  without  inter- 
ruption. More  fixed  disk  drive  storage,  so  you  can 
take  on  bigger  tasks.  Better  performance,  so  you 
can  work  faster. 

In  other  words,  more  of  what  you  want  and 
less  of  what  you  don't.  Namely,  unwanted  pounds 
and  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
COMPAQ  PCs  endure  the  industry's  most  exhaustive 
tests  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 
To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

camPAa 

It  simply  works  better. 
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Every  U.S.  maker  of  chipmaking  machines 
has  lost  out  to  the  Japanese— except  for  one. 
What  did  Applied  Materials  do  that 
its  unsuccessful  rivals  didn't? 

The  realist 


By  Julie  Pitta 

While  the  rest  of  his  industry  was 
wearing  rose -colored  glasses  in  the 
mid-1970s,  James  Morgan,  Applied 
Materials  Inc.'s  chief  executive,  was  a 
realist.  He  concluded  that  the  semi- 
conductor business,  like  consumer 
electronics  before  it,  was  shifting  to 
Japan.  Applied  Materials  makes  the 
supersophisticated  machines  that 
make  chips.  Unless  it  could  learn  how 
to  sell  to  the  Japanese,  the  company 
had  no  future. 

Like  other  American  semiconduc- 
tor equipment  makers,  Morgan  had 
been  selling  in  Japan  through  Japa- 
nese trading  companies,  but  with  lit- 
tle success.  The  arrangement  was  a 
frustrating  one:  "It  isolated  us  from 
the  customer,"  Morgan  says.  "We 
didn't  have  a  clear  understanding  of 
what  they  wanted.  I  knew  we  had  to 
go  direct." 

By  1980  Morgan  had  established 
Applied  Materials  Japan,  staffed  al- 
most entirely  by  Japanese  personnel. 
He  started  slowly,  with  seven  people 
in  a  small  room  near  Tokyo.  Even  so, 
the  cost  was  a  burden  to  a  company 
then  doing  only  $69  million  in  reve- 
nues. "I've  always  had  a  long-term 
philosophy,  and  my  board  has  sup- 
ported that,"  says  Morgan,  52,  a  taci- 
turn Midwesterner. 

And  Morgan  delivered.  In  "fiscal 
1990  Applied  Materials  reported 
profits  of  $34  million  on  sales  of  $567 
million.  About  one-third  of  its  sales 
were  to  Japanese  sen i  conductor 
manufacturers;  U.S.  chipmakers  ac- 
counted for  about  45%.  Today  Ap- 
plied Materials  Japan  employs  700 
people  and  includes  a  research  lab  and 
a  plant  for  final  test  and  assembly. 

How  did  Morgan  penetrate  the 
notoriously  protectionist  Japanese 
market?  It  goes  without  saying  he  had 
to  keep  his  products  up  to  date.  But 


Applied  Materials'  Jim  Morgan 
"A  hundred  million  dollars  a  year  in  fed- 
eral funding  won't  solve  the  industry's 
problems;  it's  just  a  toe-dipper." 


Morgan  also  went  to  great  pains  to 
understand  how  the  Japanese  do  busi- 
ness. The  Japanese  look  upon  suppli- 
ers as  partners:  To  be  successful  re- 
quires more  than  dropping  products 
on  a  customer's  doorstep.  Morgan's 
technical  staff  spends  weeks  with  Jap 
anese  semiconductor  makers  to  find 
out  how  to  make  Applied's  machines 
more  useful.  Then  they  frequently 
customize  products  for  specific  cus- 
tomers. In  some  cases,  Applied  Mate- 
rials and  a  Japanese  customer  jointly 
develop  a  piece  of  equipment. 

As  late  as  the  mid-1980s  most  U.S. 
chipmaking  equipment  made  by 
competitors  worked  only  about  80% 
of  the  time,  and  few  companies  had 
the  service  capabilities  to  adequately 
deal  with  notoriously  finicky  ma 
chines.  Morgan  decreed  that,  while 
his  machines  were  more  reliable,  if  his 
equipment  did  break  down,  an  Ap- 
plied Materials  technician  be  dis 
patched  in  a  matter  of  hours,  not  days. 

While  Morgan  was  studying  die 


eccentricities  of  the  Japanese  market, 
his  competitors  continued  to  do 
things  the  lazy  way,  using  Japanese  ; 
partners  to  peddle  their  wares.  Over 
time  they  found  that  their  partners 
replaced  their  products  with  those  of 
Japanese  equipment  makers  as  soon  as 
comparable  Japanese  products  be- 
came available.  Applied  Materials 
alone  retained  its  Japanese  customers. 

By  1995  U.S.  equipment  makers, 
who  once  almost  owned  the  market, 
will  have  only  37%  of  the  worldwide 
market  to  Japan's  54%,  according  to 
VLSI  Research,  a  San  Jose,  Calif,  mar- 
ket research  firm. 

Technology  that  was  developed  in 
the  U.S.  is  taken  over  and  mastered  by 
Japanese  producers.  Consider  the 
case  of  wafer  steppers,  machines  that 
photographically  etch  lines  on  chips 
that  will  eventually  become  transis- 
tors. Wafer  steppers  were  pioneered 
by  U.S.  companies  like  GCA  Corp.  and 
Ultratech.  Today  the  $1  billion  world 
market  is  dominated  by  Japan's  Ni- 
kon and  Canon. 

Even  in  the  U.S.  the  Japanese  are 
ahead.  "Yield  is  the  most  important 
parameter  in  chipmaking,"  says 
George  Wells,  president  of  LSI  Logic 
Corp.,  a  Silicon  Valley  chipmaker. 
"We  have  to  buy  the  best  manufactur- 
ing equipment  that's  out  there,  and  a 
lot  of  times  that  turns  out  to  be  a  piece 
of  Japanese  equipment." 

This  situation  is  producing  some 
predictably  irrelevant   responses  on 
the    American    side    of  the    Pacific 
Ocean.  The  Department  of  Defense 
has  funded  Semateeh,  a  consortium  of 
U.S.  chipmakers,  to  explore  new  chip 
manufacturing   techniques,   and    re- 
cently   Semateeh    received    another 
$100  million  in  federal  money.  "The 
expectations  are  somewhat  unrealis 
tic,"  says  Morgan,  who  recently  coau- 
thored  ( .raeknijj  the  Japanese  Market, 
a  book  of  practical  advice  on  doing 
business  in  Japan  published  by  Mac 
millan,  Inc.  "A  hundred  million  dol 
lars  a  year  in  federal  funding  won't 
soke  the  industry's  problems;  it's  |iist 
a  toe  dipper." 

Instead  of  seeking  government 
handouts,  American  companies 
would  do  well  to  heed  )im  Morgan's 
message:  Before  running  to  Uncle 
Sam  for  help,  make  sure  the  solution 
to  a  problem  is  not  right  in  \out  o\\  n 
backyard.  ■ 
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HART  SCHAFFNER  &  MARX  INTRODUCES  FOUR  NEW  LIFESTYLE  COLLEC 
TIONS  CREATED  TO  ADDRESS  THE  VARIABLE  ELEMENTS  OF  MEN'S  LIVES. 
EACH  INCORPORATES  A  MASTERFUL  UNDERSTANDING  OF  MODERN 
FASHION  AND  A  RICH  COMBINATION  OF  GLOBAL  INFLUENCES.  ALL 
SHARE  PREMIUM  PURE  WOOL  FABRICS.  EXPRESSIVE  SILHOUETTES.  FINE 
DETAILS    AND    THl     IMPECCABLE    QUALITY    OF    HART    SCHAFFNER    &    MARX. 
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matH  sense 


These  are 

1 

smart ''"parts— sensors  that  know 
electronically  which  way  is  up— or  down— 
or  too  close  for  comfort.  All  without 
direct  contact. 

Eaton  makes  a  broad  range  of 
sensors  (fiber  optic,  mechanical, 
photoelectric,  pressure,  proximity  and 
temperature).  They  help  keep  your 
machines,  processes  and  systems 
under  control! 

At  Eaton,  we're  partof  your 
team.  Solving  today's  problems. 
Anticipating  tomorrow's  needs. 

We  do  more  than  make 


/Oi 


We  manufacture  solutions. 


NYSE:  ETN 
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COMPUTERS/COMMUNICATIONS 


Time  to  say  good-bye  to  that 
old  standby,  the  slide  carousel. 
Meet  its  electronic  cousin. 

Showtime! 


By  Kathleen  K.  Wiegner 

Anyonh  who  has  sat  through  a  sales 
presentation,  shareholders  meeting 
or  seminar  knows  the  feeling:  fighting 
to  stay  awake  in  a  darkened  room  as 
the  slide  carousel  projects  an  endless 
succession  of  charts  and  graphs  onto 
the  screen. 

If  a  couple  of  computer  engineers 
have  their  way,  those  midday  catnaps 
could  become  a  thing  of  the  past. 
Steven  Hix  and  Paul  Guilick  noticed 
something  strange  was  happening 
when  people  prepared  their  slide  pre- 
sentations. The  visual  images  used  in 
graphs  and  charts  were  created  on  a 
computer,  but  then  the  floppy  disks 
containing  the  images  were  sent  out 
to  be  converted  into  slides  or  over- 
heads. This  didn't  make  sense  to  Hix 
and  Guilick.  Why  not  use  a  computer 
to  project  the  images  directly  onto  the 
screen? 

The  partners  formed  In  Focus  Sys- 
tems in  1986  and  came  up  with  a  kind 
of  electronic  slide  projector  called  PC 
Viewer,  a  computer-like  display  the 
size  of  a  telephone  book  that  sits  on 
top  of  a  standard  overhead  projector 
and  sells  for  $1,000  to  $6,000. 

Not  only  does  the  gizmo  avoid  the 
need  for  35mm  slides  or  overhead 
transparencies,  but  it  also  lets  you  jazz 
up  your  presentation  by  using  com- 
puter animation  and  photos.  Unlike 
slides,  electronic  visuals  can  be  revised 
up  to  the  moment  you're  being  intro- 
duced onstage — just  by  fiddling  with 
a  personal  computer.  As  computers 
become  more  proficient  at  processing 
images — both  still  and  moving 
ones — the  computer  projector  holds 
the  promise  of  enlivening  even  the 
most  boring  product  announcement. 

The  key  to  tl  !n  Focus  viewer  is 
the  liquid  crystal  di  play,  a  technology 
best  known  for  its  role  in  digital 
watches.  Lately,  color  liquid  crystal 
displays  are  being  used  increasingly  in 


laptop  computers,  as  Japanese  liquid 
crystal  makers  like  Sharp  and  Toshiba 
have  boosted  production  capacity. 

Hix,  52,  was  a  founder  of  Planar 
Systems,  a  maker  of  flat  computer 
displays  in  Portland,  Ore.  After  Hix 
failed  to  convince  his  colleagues  at 
Planar  to  switch  from  TV-screen-like 
electroluminescent  technology  to  liq- 
uid crystal  displays,  he  left  and  de- 
signed his  own  liquid  crystal  display. 
Kyocera,  the  Japanese  ceramics  and 
electronics  giant,  manufactures  the 
panels  to  Hix's  specifications. 

Microsoft  has  bought  over  100  PC 
Viewers  from  In  Focus  for  sales  pre- 
sentations and  demonstrations  of  new 
software.  A  small  Silicon  Valley  outfit, 
Xilinx,  uses  them  to  show  customers 
how  to  use  its  programmable  chips. 

Based  in  Tualatin,  Ore.,  just  out- 
side Pordand,  In  Focus  had  1990 
revenues  of  $37  million  and  earned 
$5.5  million.  With  the  stock  market 
hot,  the  firm  went  public  in  Decem- 
ber at  $9.50  a  share  and  now  trades  at 
$21.  The  partners  each  own  stock 


worth  about  $20  million. 

There  may  be  more  to  In  Focus  j 
than  just  sales  presentations.  Last  De- 
cember Compaq  Computer  paid  In 
Focus  $650,000  plus  royalties  for  an 
exclusive  license  to  use  the  firm's  col- 
or technology  in  future  portable  per- 
sonal computer  screens.  The  firm  also 
wants  to  sell  its  displays  for  medical 
equipment  and  military  electronics. 

The  computer  projector  market  is 
attracting  competitors.  The  inventor 
of  the  slide  carousel,  Kodak,  had  an 
electronic  projector  but  then  sold  off 
the  Rochester,  N.Y. -based  Savett 
Technology  division  to  managers  a 
few  years  ago.  Sharp  Flectronics 
makes  a  similar  projector. 

The  biggest  producer  of  overhead 
projectors  is  3M.  This  year  Hix  says  he 
will  bring  out  a  stand-alone  projector 
that  combines  the  light  source,  LCD 
panels  and  lenses  into  one  machine, 
obviating  the  need  for  a  separate  pro- 
jector. Not  surprisingly,  3M  now  sells 
the  In  Focus  machines,  although  re- 
packaged under  its  own  label.  This 
year  3M  could  account  for  20%  of  In 
Focus'  sales. 

There  are  still  some  kinks  in  the 
technology  that  make  it  difficult  to 
project  video  images.  The  firm's  pan- 
els are  too  slow.  They  can  change 
images  only  14  times  per  second; 
decent-looking  full-motion  video 
needs  about  25  frames  per  second. 
But  that's  no  big  deal,  says  Hix:  "We 
have  proven  in  our  labs  that  our  tech- 
nology can  be  made  to  run  at  video 
rates."  ■■ 


In  Focus'  Hix  and 
electronic  projector 
Coming  soon  to 
annual  meetings: 
persuasive 
power  of 
computer 
animation 
and  graphics. 
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Inaccurate  information,  incomplete  infor-  died  manually.  And  when  you  consider  matters  most:  the  children.  As  important  as 
motion,  information  that  doesn't  arrive  the  that  the  key  to  helping  children  is  to  make  it  is,  however,  it's  just  one  example  of  how 
moment  you  need  it  can  hurt.  Obviously,         informed  decisions  and  to  make  them  fast,         we  work  closely  with  customers  to  solve 

POOR    INFORMATION    CAN    HURT    SOMETHING 
MORE    SACRED    THAN    PROFITS. 


it  hurts  people  in  business.  But,  unfortu- 
nately, there  are  times  when  the  people 
that  it  hurts  are  children.  And  no  group  is 
working  harder  to  prevent  that  than  child 
protection  workers  throughout  the  country. 
But  look  at  what  they  face.  Caseworkers 
are  overloaded.  And  the  number  of  child 
abuse  cases  is  on  the  rise.  Compounding 
the  problem  is  the  mounting  burden  of 
legal  and  administrative  tasks.  And  the  fact 
that  paperwork  is  still  by  and  large  han- 


even  the  most  Herculean  effort  often  isn't  tough  problems.  Today  the  systems  and 

enough.  That  was  the  problem.  And  to  applications  Bull  has  developed  for  law 

Berrien  County,  Michigan,  it  was  under-  enforcement,  social  services  and  the  courts 

standably  the  toughest  problem  in  the  are  used  by  state  and  local  governments  in 

world.  In  a  joint  effort  with  caseworkers,  43  states.  Call  1-800-233-BULl,  ext. 

we  developed  the  Bull  Child  Protection  2300,  for  a  free  demonstration  of  the  Bull 

System.  Which  gives  caseworkers  instant  Child  Protection  System.  In  Canada  1  -800- 

access  to  critical  information  so  decisions  268-41 44.  It  isn't  one  of  the  biggest  sys- 


can  be  made  in  minutes .  And         Worldwide 


by  reducing  clerical  tasks,  it 
lets  workers  focus  on  what 


Information 


Systems 


Bull      ft 


terns  we've  ever  developed. 
But  to  us  it  is  undoubtedly 
one  of  the  most  important. 


We  solve  the  toughest  problems  in  the  world. 
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EDITED  BY  GARY  SLUTSKER 


Invented  in  the  U.S.,  commercialized  in  Japan— an  old 
story,  but  in  the  case  of  the  technology  known  as  fuzzy 
logic,  the  story  may  have  a  different  ending. 

Why  fuzzy  logic 
is  good  business 


This  is  yet  another  story  of  an  impor- 
tant new  technology  that  was  invent- 
ed in  the  U.S.  and  is  being  commer- 
cialized rapidly  in  Japan.  But  this  one 
may  have  a  happier  ending  so  far  as  the 
U.S.  is  concerned. 

The  technology  is  an  esoteric  math- 
ematical theory  called  fuzzy  logic,  and 
it  is  turning  out  to  be  a  useful  way  to 
run  all  kinds  of  consumer  products 
and  control  complex  industrial  pro- 
»     cesses.  Virtually  every  Japa- 
m     nese  home  appliance  maker 
m     has  put  fuzzy  logic  control - 
\     lers  in  new  models  of  video 
%     camcorders,  vacuum 

%     cleaners,  air  conditioners, 


rice  cookers,  microwave  ovens,  toast- 
ers and  refrigerators. 

How  is  so  far-out  a  system  applied 
to  such  mundane  products?  The  au- 
thor of  a  fuzzy  system  crafts  a  series  of 
rules  mapping  relationships  among 
changing  variables.  An  example 
would  be:  If  I'm  driving  very  fast  and 
the  car  ahead  of  me  is  getting  close, 
then  a  large  force  needs  to  be  applied 
to  the  brakes.  An  imaginary  car 
equipped  with  a  fuzzy  logic  braking 
system  would  automatically  apply  the 
driver's  foot  pressure.  The  only  brakes 
that  are  being  controlled  by  fuzzy 
logic  now  are  in  Japanese  subway  cars 
designed  by  Hitachi,  but  Nissan  and 


Isuzu  have  introduced  fuzzy  car 
transmissions  to  smooth  out  auto- 
matic gear  shifting. 

Fuzzy  logic  control  is  the  newest 
wrinkle  in  the  ancient  science  of  con- 
trolling processes  that  involve  con- 
standy  changing  variables.  The  tech- 
nology dates  back  to  the  Romans, 
who  developed  floating  valves  to 
maintain  adequate  water  levels  in 
their  aqueducts.  The  thermostat  on 
your  wall  is  the  same  sort  of  control — 
it  automatically  regulates  the  tem- 
perature by  switching  on  the  air  con- 
ditioner when  the  room  temperature 
rises  above  a  comfortable  level. 

Contrary  to  its  name,  fuzzy  logic  is 
a  very  precise  subdiscipline  in  mathe- 
matics. It  was  invented  in  the  1960s 
by  Berkeley's  Russian-born  Iranian 
computer  science  professor  Lotfi  Za- 
deh.  It  enables  mathematicians  and 
engineers  to  simulate  human  thinking 
by  quantifying  concepts  such  as  hot, 
cold,  very  far,  pretty  close,  quite  true, 
most  usually,  almost  impossible,  very 
unlikely,  middle-aged.  It  does  this  by 
recognizing  that  measurements  are 
much  more  useful  when  they  are  char- 
acterized in  linguistic  terms  than 
when  taken  to  the  fourth  decimal 
point.  Fuzzy  logic  reduces  an  infinite 


Panasonic's  video  camera  stores  in  its  memory  120  points  of  reference  (left).  When  the  cameraman's  hand  shakes,  a  fuzzy  logic 
controller  notes  that  all  the  points  have  moved  in  the  same  direction  and  infers  that  what  is  moving  is  the  camera  and  not  the 
subject  (center).  Using  the  original  points  of  reference,  the  image  is  then  shifted  to  compensate  for  jitter  (right). 
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Moving  in  Quality  Circles 

Applied  Metelligence  from 
Fans  teel/Washington 
Manufac  turing 
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For  a  supplier  of  metallurgical  products  to 

today's  industry,  Statistical  Process  Control 

(SPC)  is  a  way  of  life. 

The  theory  of  SPC  is  easily  taught. 

However,  theory  doesn't  feed  the  bulldog. 

And,  as  the  saying  goes,  "If  you  want 

something  done  right.  .  " 

So  we  did.  At  Fansteel/Washington 

Manufacturing,  Quality  Circles  were  formed  to 

teach  the  application  of  SPC  to  ourselves. 

etelligence- 

Both  management  and  line  workers  are 
included.  Does  it  work? 

Ask  John  Deere,  or  Matsushita/ Whirlpool  Floor 
Care  Company,  or  Toro  Wheelhorse,  or  Maremont, 
or  any  of  our  other  customers  who  require  the 
quality  to  be  manufactured  in,  through  SPC. 
Applied  Metelligence  at  Fansteel/Washington 
Manufacturing  means  moving  in  Quality 
Circles.  It's  one  more  reason  it  will  pay  you  to 
know  more  about  us. 


Washington  Manufacturing  supplies  wire 
forms  and  fasteners  to  a  wide  variety  of 
industries  ranging  from  appliances  to 
recreational  products. 


ansteci 

1  Tantalum  Place 

North  Chicago,  IL  60064 

708-689-4900 
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spectrum  of  numbers  into  a  few  cate- 
gories called  membership  groups. 

Take,  for  example,  the  membership 
groups  for  a  person's  age — young, 
middle-aged  and  old.  Few  would  ar- 
gue with  the  propositions  that  a  20- 
year-old  is  young  and  an  80-year-old 
is  old.  But  what  is  a  35-year-old? 
Fuzzy  logic  gives  this  person  some 
degree  of  membership  in  the  young 
group  and  a  somewhat  higher  degree 
of  membership  in  the  middle-aged 
group.  Not  precise  perhaps,  but  use- 
ful enough  for  most  purposes. 

For  years  U.S.  companies  scorned 
fuzzy  logic,  but  in  recent  months 
many  firms,  among  them  Eaton,  Gen- 
eral Electric,  General  Motors,  Hew- 
lett-Packard, Honeywell  and  Rock- 
well,  have  begun  to  talk  about  com- 
mercial products  using  fuzzy  logic 
that  will  soon  hit  the  market.  In  the 
next  few  years  fuzzy  logic  will  be  used 
in  flying  military  aircraft,  to  operate 
automatic  transmissions  and  cruise 
control  in  cars,  inspect  beverage  cans, 
and  help  computers  recognize  hand- 
writing. 

Use  of  fuzzy  logic  can  save  time  and 
money.  Take  the  problem  facing 
some  Rockwell  engineers  designing 
controls  for  the  Air  Force/NASA  ad- 
vanced technology  wing.  They  want- 
ed to  find  out  how  fast  they  could 
send  the  wing  into  a  roll  before  it 
reached  a  stress  threshold.  To  do  that, 
the  engineers  spent  months  writing 
formulas  to  approximate  the  stress  on 
the  wing  caused  by  each  of  many 
different,  constantly  changing  vari- 
ables— air  speed,  shape  of  the  wing  in 
flight,  drag,  aerodynamics. 

The  Rockwell  researchers  used 
conventional  techniques  to  control 
the  wing  in  a  wind  tunnel.  Then  they 
tried  to  solve  the  same  problem  using 
fuzzy  logic.  Result:  simpler  rules,  less 
math,  more  accurate  representation 
of  a  complicated  process.  "The  fuzzy 
logic  control  allowed  us  to  roll  three- 
times  faster  and  still  keep  the  stress 
below  the  threshold,"  says  Allen  Fir- 
stenberg,  director  of  information  sci- 
ences at  the  Rockwell  International 
Science  Center  in  Thousand  Oaks, 
Calif.  "That  is  an  example  where  it  is 
so  difficult  to  model  the  thing  that 
fuzzy  logic  did  a  lot  better  than  a 
mathematical  model." 

For  a  lot  of  systems,  this  kind  of 
reasoning  works  nicely.  Maybe  not 


for  cutting  precision  parts  on  a  ma- 
chine tool,  but  for  plenty  of  other 
uses.  Theoretically  you  could  park  a 
car  to  within  hundredths  of  an  inch  of 
the  curb,  but  what's  the  point?  Fuzzy 
logic  controls  might  leave  an  extra 
inch  or  two  but  would  ease  the  car  in 
without  jumping  the  curb  or  scrapirig 
adjacent  vehicles.  "Humans  rarely  use 
numbers  to  solve  problems,"  says  Za- 
deh.  "It's  expensive  to  be  totally  pre- 
cise. Fuzzy  logic  exploits  the  toler- 
ance for  imprecision." 

By  using  fewer  rules  and  simpler 


Berkeley's  Lotfi  Zadeh 
"It's  expensive  to 
be  totally  precise." 


programming,  fuzzy  logic  also  has  the 
virtue  of  speeding  up  the  time  it  takes 
to  get  a  new  product  to  market  and 
lowering  the  cost.  Kyoto  based  ()m- 
ron  is  Japan's  leading  maker  of  factory 
controllers.  Omron  developed  a  fuzzy 
system  for  Komatsu  to  check  machine 
tools  for  worn-out  gears  or  dirty  oil 
filters.  Omron  says  using  fuzzy  logic 
slashed  development  time  by  75%. 
Omron  has  applied  for  700  patents  on 
fuzzy  logic  in  Japan  and  projects  sales 
of  $750  million,  or  nearly  20%  ol "total 
revenues,  from  products  incorporai 
ing  fuzzy  logic  by  1994. 

American  companies  are  finding 
plenty  of  opportunities  for  fuzzy 
products.   Rockwell's  Allen-Bradley 


unit  is  working  on  some  fuzzy  con- 
trollers for  factory  automation.  Eaton 
Corp.  has  a  fuzzy  color  sensor  that  is 
being  used  to  inspect  beverage  cans 
for  printing  defects — a  major  source 
of  waste.  Food  processors,  printers 
and  packaging  firms  need  to  inspect 
their  products  for  color,  but  the  job 
now  is  performed  by  humans  or  by 
$50,000  instruments  that  periodical- 
ly inspect  samples  in  a  lab.  Eaton's 
sensor,  at  around  $5,000,  can  be 
trained  to  recognize  a  range  of  accept- 
able shades  of  a  color — say,  Coca- 
Cola  red — at  assembly  line  speeds. 

Meanwhile,  the  Japanese  have  been 
marketing  their  fuzzy  consumer 
products  like  crazy.  Matsushita,  the 
world's  largest  consumer  electronics 
firm,  touched  off  the  boom  last  year 
when  it  began  shipping  its  fuzzy  logic 
washing  machine.  After  placing  laun- 
dry in  the  washing  machine,  the  user 
simply  pushes  the  start  button.  The 
machine  does  the  rest.  Two  simple 
optical  sensors  analyze  the  dirt  in  the 
wash  and  the  size  of  the  load.  The 
information  is  fed  to  an  inexpensive 
fuzzy  microprocessor  that  selects 
wash,  rinse  and  spin  cycle  times  from 
among  600  possible  combinations. 
Fuzzy  logic  models  already  account 
for  over  half  of  Matsushita's  washing 
machine  sales  in  Japan. 

The  success  of  the  Japanese  fuzzy 
products  has  finally  alerted  American 
business  people,  who  had  until  re- 
cently ignored  the  technology.  Says 
Masaki  Togai,  a  founder  of  fuzzy  chip 
maker  Togai  Infra  Logic  Inc.  of  Ir- 
vine, Calif.:  "We  cannot  believe  the 
interest  today."  A  year  ago  oxer  90% 
of  the  firm\  sales  offiizzy  chips  and 
programming  tools  went  to  Japanese 
customers;  Togai  projects  that  by  the 
end  of  this  year  revenues  will  be  evenly 
split  among  American,  European  and 
Japanese  clients 

Fuzzy  logic  pioneer  Zadeh  is  still 
something  of  a  heretic  in  U.S.  aca 
demic  circles,  but  he  is  regarded  as  a 
prophet  and  visionary  in  Japan.  Men 

doll  of  Zadeh's  name  is  enough  to 
bring  a  smile  to  the  face  of  the  mott 
dour  Japanese  engineer.  Hut  the 
Berkeley  computer  scientist  has  no 
patents  on  fuzzy  logic  ami  receives  no 
royalties.  Says  he:  "I  always  buv  used 

cars;  my  needs  are  verj  modest.  I  have 
no  regrets  whatsoever." 

-Andrew  Tanzi  r  \nd  G.S  ■ 
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Westinghouse.  People  rely  on 

our  transport  refrigeration 

in  over  80  countries  around  the  world. 


The  next  time  you're 
enjoying  farm-fresh  produce  or  a 
juicy  steak,  remember  this  unex- 
pected naine — Westinghouse. 

Our  Thermo  King 
subsidiary  is  the  world  leader  in 
transport  refrigeration  technology 
and  products  for  trucks,  trailers, 
and  containers.  Thermo  King 
invented  transport  refrigeration  in 


1938,  revolutionizing  the  way 
perishables  were  delivered. 
Today,  Thermo  King- 
equipped  vehicles  transport  all 
kinds  of  perishables — everything 
from  produce  and  film  to 
chemicals  and  pharmaceuticals — 
in  more  than  80  countries  around 
the  world.  Controlling  cargo 
temperatures  within  one  degree 
to  ensure  freshness. 


And  Thermo  King  is 
backed  by  the  industry's  largest 
dealer  support  network. 

Thermo  King  technology. 
Just  one  more  reason  why  the 
best-known  unknown  company  in 
America  is  a  company  you  should 
get  to  know  better. 
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You  can  be  sure... if  it's  Westinghouse 
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Property  lines 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Liability.-  The  Legal 
Revolution  and  Its  Consequences. 


Private  property  is  theft,  claim  the 
socialists,  so  in  the  years  before  the 
wall  came  down,  East  German  au- 
thorities burned  deed  books  and  de- 
stroyed property  records.  But  now 
the  workers  hope  capitalism  will 
sprout  from  barren  socialist  soil,  and 
the  new  authorities  face  the  daunting 
challenge  of  reestablishing  private 
property  lines. 

In  the  U.S.  we  face  a  similar  chal- 
lenge. The  boundaries  we  have  to 
invent  from  scratch  involve  intellectu- 
al property  encoded  on  molecular 
necklaces — strands  of  dna. 

As  the  dismal  circumstances  of  the 
socialist  countries  constantly  remind 
us,  the  creation  of  wealth  requires  a 
dependable  law  of  private  property. 
With  real  estate,  for  example,  a  reli- 
able system  for  recording  boundaries 
and  ownership  is  what  gives  lenders 
the  confidence  to  lend  and  owners  the 
confidence  to  build. 

Providing  equivalent  assurance  to 
the  designers  of  living  organisms — 
healthier  pigs,  say,  or  more  bountiful 
wheat — is  much  more  difficult.  As 
discussed  in  a  lucid  article  in  the 
March  issue  of  Scientific  American, 
the  pattern  of  a  bioengineered  strand 
of  dna  can  be  replicated  without  be- 
ing diminished,  stolen  without  being 
taken  away.  Moreover,  living  cells 
insist  on  propagating,  in  defiance  of 
any  patent  holder's  desire  for  exclu- 
sive possession.  Nevertheless,  if  our 
biotechnology  industry  is  to  prosper 
we  must  develop  clear,  reliable  ways 
of  answering  some  fundamental  ques- 


tions. Among  them:  Where  does  my 
property  line  end,  and  yours  begin? 
How  can  I  prove  my  property  has 
been  misappropriated?  How  can  I 
establish  that  my  creation  is  really 
different  from  yours,  and  entitled  to 
separate  protection? 

Over  the  centuries  we  have  become 
fairly  competent  at  answering  such 
questions  when  real  estate  is  involved. 
But  in  the  context  of  biotechnology, 
we  still  have  developed  few  rules  co- 
herent enough  to  bank  on.  Happily, 
however,  a  sensible  constitution  of 
rules  is  at  hand.  It  is  being  developed 
not  in  courtrooms  but  in  laboratories, 
by  biometricians — scientists  who 
make  biological  measurements. 

Accused  rapists  already  have  some 
acquaintance  with  what  is  popularly 
known  today  as  "dna  fingerprint- 
ing." Molecular  scissors  are  used  to 
search  for  specific  sequences  in 
strands  of  dna  and  to  cut  them  when 
found;  the  soup  created  by  this  pro- 
cess of  chemical  Cuisinart  is  then  ana- 
lyzed. What  emerges  is  something  like 
a  retail  bar  code,  which  precisely  de- 
fines the  dna  originally  placed  in  the 
pot.  Though  still  endlessly  disputed 
in  court,  such  methods  can  link  tissue, 
blood  or  semen  to  its  biological 
source  and  settle  questions  of  owner 
ship  or  paternity  beyond  any  serious 
scientific  doubt.  Statistical  tools  arc 
being  developed  to  compare  biologi- 
cal bar  codes  to  determine  precisely 
degrees  of  similarity  and  kinship. 

These  methods  are  already  used 
frequently  in  criminal  cases,  with  the 
help  of  laboratories  like  Lifccodcs 
Corp.  of  New  York.  In  another  appli- 
cation, the  biometricians  have  pro 
duced  a  startlingly  clear  picture  of  the 
origins  and  kinship  of  all  humanity. 
We  no  longer  have  to  search  for  skulls 
in  Olduvai  Gorge  to  read  the  story  of 
mankind's  evolution  and  differentia 
tion;  we  look  instead  to  faults,  cracks 
and  wrinkles  imprinted  in  the  genetic 
molecules  of  our  cells. 

What  does  this  have  to  do  with  .1 
system  of  rules  defining  property  rcla 
tionships    in    biocnginecring?     This: 
The   same    biometrie    methods    th.it 


connect  the  semen  to  the  rapist  or 
human  to  chimpanzee  can  tell  you 
with  high  precision  who  has  pirated 
whose  bioengineered  bacterium.  In 
essence,  the  bar  coding  of  DNA  will 
allow  us  to  formulate  exact,  mathe- 
matical rules  for  distinguishing  an 
illegal  copy  from  a  patentable  im- 
provement or  new  discovery. 

The  new  bar-coding  skills  won't,  of 
course,  make  patent  law  a  mechanical 
or  easy  subject.  The  new  biometrie 
tools  won't  eliminate  the  subtleties  of 
life  forms  or  put  patent  lawyers  out  of 
business.  Every  strand  of  dna  appar- 
endy  contains  a  great  deal  of  useless 
information,  and  we  still  have  much 
to  learn  about  how  to  distinguish  the 
functioning  wheat  of  bioengineered 
dna  from  the  meaningless  chaff.  But 
our  capabilities  for  doing  that  are  also 
improving  quickly,  as  demonstrated 
by  recent  research  that  pinpointed  the 
gene  segments  that  trigger  colon  and 
liver  cancer  when  they  fail.  This  was 
wheat,  not  chaff. 

The  development  of  reliable  regis- 
tries for  biological  properties  and 
ailes  for  distinguishing  one  registered 
bar  code  from  another  is  going  to  be 
as  important  for  the  biotechnology 
industry  as  our  system  of  titles  and 
deeds  is  to  the  real  estate  industry. 
The  uncertainties  of  genetic  property 
ownership  today  are  such  that  the 
value  of  a  company  like  Amgen  can 
leap  from  $1  billion  to  $5  billion  in 
the  space  of  a  year,  largely  in  response 
to  the  market's  assessment  of  the 
strength  of  the  company's  patents.  In 
the  current  confused  state  of  OUT  law, 
biological  properties  remain  forever 
at  the  mercy  not  only  of  the  Food  & 
Drug  Administration  but  of  fickle  ju- 
ries Mid  semantic  legal  mush  as  well. 
No  industry  ^.\n  really  prosper  when 
property  rights  remain  so  uncertain. 

As  ue  perfect  scientific  tools  for 
fingerprinting  dna  and  sorting  out 
the  functioning  parts  from  the  junk, 
we  will  be  perfecting  the  instruments 
needed  to  define  biological  properties 

with  precision.  Some  will  resist  incor- 
porating mechanical  rules  into  the 
quagmire  of  ambiguity  we  *..ill  "m 
legal  system,  for  much  the  same  rea 

sons  that  some  chose  to  torch  the 

deed   books  in    Easl    Germain     Bui 
without  clear  rules  to  define  JUS1  who 
Owns  what,  most  people  end  up  ou  11 
ing  nothing.  §■ 
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Who  just  fit 
Mainframe  Power 
in  a  pizza  box? 
Data  General  presents 

the  AViiON  7000 
and  8000  systems. 
(Ready  for 
delivery  today!) 
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We've 

just  sliced 

mainframe 

power 

down  to  size. 

Data  General's  AViiON  7000  and  8000  systems 

have  1 17  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 

That's  right.  The  brains  of  these  next-generation  Open  Systems 

occupy  the  same  space  as  your  basic  large  pie. 

Thanks  to  our  new  disk  array  technology, 

you  can  get  an  amazing  48  gigabytes  of  storage 

on  fault  tolerant  disks.  Best  of  all.  this  mainframe  power  is  yours 

for  a  price  starting  at  less  than  $100,000- 

and  it's  available  right  now!  And  we  don't  scrimp  on  software. 

These  binary  compatible  UNIX-based  systems 

support  all  the  leading  databases, 

business  applications  and  communications  software. 

Through  advanced  symmetric  multiprocessing, 

AViiON  offers  large  scale  commercial  system 

performance  that  used  to  take  up  a  whole  room. 

With  both  our  AViiON  Open  Systems  or  our 

ECLIPSE  Family,  Data  General's  22  years  of  mastering 

technology  has  been  making  life  easier 

for  a  lot  of  people.  Now  it's  your  turn. 

For  more  information  call  1-800-DATA  GEN. 
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Smart  cruise  line  operators  say  they  hate  the 

practice,  but  ticket  discounting  is 

a  fact  of  life.  Here's  what  you  need  to  know. 

You  paid 
how  much? 


By  David  Stix 


Holland  America  Line's  Noordam  in  Glacier  Bay 

This  year  Alaska  is  hotter  than  the  Mediterranean. 


THANKS  TO  OVERCAPACITY,  the  reces- 
sion and  the  Persian  Gulf  war,  cruise 
lines  have  been  offering  travelers  lots 
of  bargains. 

Let's  say  you'd  like  to  head  to 
Bermuda  for  a  week.  A  recently  adver- 
tised hotel  package  for  two,  including 
round-trip  airfare  to  and  from  the 
Northeast  and  six  nights  at  Marriott's 
Castle  Harbour,  costs  $2,751  to 
$3,069.  That  also  covers  breakfast 
and  dinner  daily. 

Compare  that  with  a  weeklong  Bcr 
muda  cruise  for  t  o  on  Celebrity 
Cruise  Lines'  Meridian,  departing 
New  York  July  28.  An  outside  deluxe 
cabin  for  two,  including  all  meals  and 
ship's  activities  and  four  days  in  port, 
is  advertised  at  $3,390.  But  the  cruise 
line  will  give  it  to  you  for  $2,790. 

That's  pretty  good,  but  you  can  do 


even  better.  One  travel  agent  we  con 
tacted  offered  a  price  of  $2,312  for 
the    same    accommodations   on    the 
same  Bermuda  cruise. 

And  there's  the  rub  for  passengers 
and  for  the  marketers  of  cruise  pack 
ages.  Hardly  anyone  seems  to  pay  the 
same  price.  In  some  cases,  the  differ- 
ential can  be  20%  or  more. 

What  gives?  Discounting,  but  dis 
counting  with  a  difference.  Unlike  the 
airlines,    whose    discount    fares    are 
widely  advertised,  the  cruise  incius 
try's  prices  depend  largely  on  which 
travel  agent  you  call. 

Take  the  New  York-Bermuda 
cruise  above.  FORBES  contacted  six 
agents  and  the  cruise  line  itself,  and 
got  four  prices  for  the  same  cabin  on 
the  same  cruise.  A  few  weeks  later, 
several    ■•!  these  agencies  quoted  still 


different  rates,  one  as  much  as  $500 
more  than  originally  given. 

We  also  priced  a  weeklong  Carib- 
bean cruise  on  the  Cunard  Countess, 
starting  the  week  of  May  18,  includ- 
ing airfare  from  any  gateway  in  the 
U.S.  to  and  from  San  Juan.  For  the 
same  category  cabin,  prices  ranged 
from  $3,350  per  couple  down  to 
$2,680  per  couple.  That's  a  20%  dif- 
ference, or  $670  per  couple  for  the 
same  cruise.  And  there  are  doubtless 
some  passengers  paying  less  than  the 
lowest  prices  we  found. 

How  can  agents  offer  such  widely 
different  prices?  Most  cruise  line  op- 
erators give  lower  rates  to  travel 
agents  and  national  discounters  who 
can  guarantee  large  numbers  of  book- 
ings. Some  agents  will  cut  prices  fur- 
ther by  reducing  their  own  commis- 
sions to  generate  more  traffic. 

Cruise  lines  are  keenly  aware  that 
current  discounting  practices  result  in 
lots  of  disgruntled  passengers.  Says 
Robert  Dickinson,  senior  vice  presi- 
dent of  sales  and  marketing  for  indus- 
try giant  Carnival  Cruise  Lines,  "No- 
body wants  to  be  ripped  off." 

The  problem  is  that  no  one  in  the 
industry  seems  willing  to  be  first  to 
call  a  halt  to  the  practice.  And  for  the 
industry  to  join  together  to  rein  in  the 
problem  would  likely  be  seen  as  anti- 
competitive. Dickinson:  "I  have  giv 
en  a  number  of  speeches  talking  in 
generalities  about  how  dumb  it  is  for  a 
line  to  have  six  or  eight  or  ten  differ 
ent  prices  out  there." 

Which  leaves  consumers  with  the 
choice  of  shopping  for  rates  or  risking 
getting  mad  at  sea  upon  discovering 
that  one's  dinner  companions  paid 
much  less  for  their  tickets.  Here  arc 
some  cruising  tips  gleaned  from 
agents  and  other  experts. 

■  Give  yourself  plenty  of  options.  If 
vou're  looking  for  a  cruise  in  a  popu 
lar  area  like  the  Caribbean  or  Alaska, 
check  out  what's  offered  on  several 
different  lines.  Some  of  the  ships  sail 
ing  there  may  be  very  similar,  yet  one 
line  could  be  offering  much  better 
deals  than  the  rest  lt\  a  good  idea  to 
consult  the  Official  Steamship  Ouidt 
International,  available  at  most  travel 

agents.  It  lists  all  cruise  ship  sailings 

worldwide,  retail  prices  mu\  detailed 
descriptions  of  the  ships,  crew  to 
passenger  ratios  ami  othei  details 

■  Shop  around  among  travel   ageil 


126 


Forbes  ■  May  L3.  I  l"'l 


cies.  Cruise-only  specialists  and  large 
discounters  are  more  likely  to  offer 
better  deals.  "Get  into  the  same  kind 
of  mind-set  that  you  get  into  when 
you're  buying  a  car,"  advises  Ed  Per- 
kins, editor  of  Consumer  Reports 
Travel  Letter  in  San  Francisco. 

■  Destination  counts.  Alaska  is  hot 
this  season.  You're  more  likely  to  find 
deals  on  Caribbean  cruises.  Through 
June,  on  selected  sailings  of  Royal 
Caribbean  Cruise  Lines'  Sovereign  of 
the  Seas,  passengers  in  some  cabins  pay 
half  price  if  traveling  with  a  compan- 
ion paying  full  price. 

■  Book  early,  but  wait  as  long  as 
possible  before  paying  for  your  reser- 
vation. Some  agencies  will  allow  you 
to  call  back  periodically  to  see  if  prices 
have  dropped  so  that  if  a  better  deal 
becomes  available  you  can  book  at  a 
lower  price.  "I've  seen  instances 
where  prices  changed  four  times," 
says  Michael  Grossman,  president  of 
Cruises  of  Distinction,  a  cruise  dis- 
counter in  Montclair,  N.J. 

■  Take  full  advantage  of  repeater  dis- 
counts. Most  cruise  lines  offer  dis- 
count coupons  to  repeat  passengers. 
What  many  people  don't  know  is  that 
you  can  use  these  coupons  to  book 
passage  through  a  discounter,  thus 
saving  even  more. 

■  Consider  arranging  your  own  air 
travel.  Many  cruise  prices  include  the 
cost  of  round  trip  airfare  to  get  you  to 
the  port  of  departure.  But  you  can 
also  buy  just  the  cruise.  If  you  have 
frequent  flier  miles  stored  away,  this 
might  be  a  good  time  to  use  them. 

■  Cruise  operators  sometimes  offer 
special  promotional  fares  in  a  specific 
region  of  the  country.  A  nationally 
linked  travel  agency  might  get  you 
that  special  fare,  regardless  of  where 
you  live. 

Moral:  A  little  diligence  can  make 
for  much  less  expensive  sailing.      H 

The  fax  on 
home  computers 

Fax  machines  are  almost  indispens- 
able these  days,  but  do  you  really  need 
one  at  home?  Probably  not,  if  you 
have  a  homo  computer. 

There  is  hardware  on  the  market 
today  that  allows  PCs  to  send  and 
receive  messages  to  and  from  fax 
machines — electronically.  Incoming 
messages  appear  on  your  PC  screen 


and  you  can  print  them  out  on  your 
own  printer,  if  you  choose.  Outgoing 
messages  go  to  ordinary  fax  machines 
or  to  other  pes,  which  accept  the  fax  in 
electronic  form. 

Some  computer  makers  are  incor- 
porating fax  boards  into  the  basic  PCs 
they  sell.  Model  American,  for  exam- 
ple, of  Newton,  Mass.,  sells  its  model 
386  SX/20 — complete  with  built-in 
fax  capability— for  $1,995. 

IBM  offers  the  option  of  a  dealer 
installed  fax  modem  in  its  new  PS/2 
L40  SX  laptop  computer.  The  laptop 
itself  lists  for  $5,995;  the  fax  modem 
costs  another  $659. 

Apart  from  buying  a  computer  with 
a  built-in  fax,  you  have  two  choices: 

■  Buy  and  install  a  fax  board  yourself. 
They  range  from  about  $1 50  to  $500 
and  take  under  30  minutes  to  install. 
"If  you  can  work  a  screwdriver,  you 
can  put  it  in,"  says  Jonathan  Yarmis,  a 
Computer  analyst  at  the  Gartner 
Group,  Inc.  in  Stamford,  Conn. 

■  Sign  on  with  an  electronic  mail 
service  like  MCI  Mail  or  GEnic,  Gener- 
al Flectric's  data  service  (basic  annual 
charges:  $35  for  MCI  Mail,  or  about 
$60  for  GFnie  during  non-prime- 
time  hours).  Through  both  services, 
subscribers  can  send  electronic  faxes 
to  most  fax  machines  here  and  even 
abroad.  Cost:  80  cents  to  $8.25  for 
the  first  page  on  MCI  Mail  and  85 
cents  to  $5.40  per  page  on  GFnie.  A 
three-page  message  sent  via  MCI  from 
New  York  to  Los  Angeles  would  cost 
$2,  or  $2.55  on  GEnie.  (Access  is 
more  expensive  to  GFnie  during  the 
sender's  local  business  hours.) 

There  can  be  limitations  on  graph- 
ics with  faxes  generated  or  received  by 
pc.  But  if  it's  strictly  text  you  are 
interested  in,  you  can  forget  about 
ever  having  to  buy  a  separate  fax 
machine.  -D.S.  WM 


The  fine  art 
of  Chicago 

The  nation's  biggest  contemporary 
art  sale  is  just  about  to  get  under  way. 
It  won't  be  held  in  New  York  or  Los 
Angeles  but  in  Chicago,  which  is  not 
usually  noted  as  an  art  center. 

Yet  the  12th  Chicago  International 
Art  Exposition,  running  this  year 
from  May  10  to  14  at  Donnelley 
International  Hall,  promises  to  be  a 
blockbuster.  It's  expected  that  over 
20,000  paintings,  photographs  and 
sculptures  will  be  offered.  The  focus  is 
on  20th-century  contemporary  art, 
from  Picasso  to  emerging  avant-garde 
artists  working  with  video  and  neon. 
Included  are  works  by  the  likes  of  Cy 
Twombly  and  Roy  Lichtenstein, 
which  fetch  millions,  down  to  works 
by  unknowns  that  can  be  bought  for  a 
few  hundred  dollars. 


Chicago's  International  Art  Exhibition 
The  biggest  annual  art  sale  in  the  U.S. 


Some  157  galleries  from  17  coun- 
tries will  be  represented,  including 
world -renowned  dealers  like  Switzer- 
land's Daniel  Varenne,  Germany's 
Karsten  Greve,  New  York's  Sperone 
Westwater  and  Pace  Prints.  And  they 
hope  to  walk  away  with  a  lot  less  than 
what  they  bring.  Last  year  the  50,000 
visitors  to  the  show  spent  about  $50 
million.  This  year  promoters  hope  to 
do  about  the  same,  despite  the  lack- 
luster economy. 

The  Donnelley  International  Hall 
is  situated  at  23rd  St.  and  Martin 
Luther  King  Drive,  just  south  of 
downtown  Chicago.  Single-day  tick- 
ets are  $12;  a  five-day  pass  is  $45. 
Exposition  catalogs  are  available  for 
$10.  For  more  information  call  312- 
787-6858.  -John  Harris  tm 
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PERSONAL  AFFAIRS 


Collectible  military  uniforms  of  the  19th  century 
probably  saw  more  actiorj  in  drawing  rooms 
and  boudoirs  than  on  the  battlefield,  which  only 
makes  them  that  much  more  interesting 
to  collectors  today. 

Dressed  to  kill 


By  Manjeet  Kripalani 


Levee  uniform  of  Britain's  ninth  Duke  of  Marlborough,  c.  1905 
Designed  more  for  meeting  sovereigns  than  for  leading  charges. 


To  SERIOUS  collectors  of  military  uni- 
forms, the  desert  fatigues  worn  by 
General  H.  Norman  Schwarzkopf  in] 
the  Persian  Gulf  war  are  barely  worth ! 
looking  at.  For  one  thing,  they  are  too] 
modern.  For  another,  they  are  mass- 
produced.  Collectors  prefer  the  hand- 
tailored,  embroidered  dress  costumes 
of  bygone  eras,  designed  more  for 
meeting  sovereigns  than  for  leading 
charges. 

Most  sought  after  are  the  pre- 1914 
uniforms  of  the  five  European  em- 
pires, those  worn  by  officers  of  the 
Imperial  German,  czarist  Russian, 
French  (Napoleonic  .\nd  after),  Aus- 
tro-Hunganan  and  British  armies  and 
navies. 

The  prices  of  such  empire  rnilitaria 
are  rising,  of  course,  but  collectors 
insist  that  appreciation  is  incidental. 
The  appeal  of  the  uniforms  lies  in  their 
romance,  beauty  and  historical  signif- 
icance. Says  one  collector,  a  New  York 
sculptor  who  asks  to  remain  anony 
mous:   "They  are  reminders  o(  the 
qualitative  society — unlike  our  quan- 
titative one  that  cares  only  about  how 
big,  how  much,  how  many — that  c\ 
isted  not  very  long  ago.    They  are 
pieces  of  art,  M\d  a  very  direct  way  of 
buying  a  slice  of  history." 

Passionate    collectors    are    usually 
good  historians.  Meng  Chi  Tscn,  56, 
keeps  his  well  cataloged  collection  of 
350  uniforms  of  the  British  empire  of 
the  late   19th  and  early  20th  centuries 
in  his  weekend  home  in  New  Hamp- 
shire. (His  collection  of  Scottish  regi 
mental  uniforms  will  be  on  exhibit  at 
the  Heritage  Plantation  museum  in 
Sandwich,  Mass.,  near  Hvannis,  from 
May  12  through  Oct.  l4.)Tsen  is  also 
at  work  on  a  guide  to  military  collect 
ibles     swords,  guns,  medals,  helmets 
a\k\  the  like      to  be  published  by  \L\n 
dom  I  louse  next  year. 

An  applied  physicist  by  education, 
1  sen  is  now  a  consultant  to  hii»h  tech 
companies.  I  le  also  advises  museums 
on  rnilitaria  and  has  stories  to  g<>  w  ith 
almosi  all  his  uniforms.  1  le  h.is  ,i  lull 
dress  uniform  ol  the  11th  Hussars 
cavalry  regiment  (nicknamed  "Cher 
ry  Pickers"  because  ol  then  red 
breeches),  the  same  regiment  thai 
(ought  .it  Balaclava,  sue  ol  the  famous 
charge  of  the  light  Brigade  in  1854 
A  l()th  I  lussars  kh.iki  uniform  in  his 
collet.  Hon  is  believed  to  have  seen  the 
in -ik  lies  of  Flanders,  c.  191 5. 
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Continental 


WeVe  Given 
Business  Flyers 
The  Best 
Frequent  Flyer 
Program  In 
The  Business. 

And  They've 
Given  Us 
Something  In 
Return. 

At  Continental,  making  a 
difference  means  hav- 
ing a  frequent  flyer  pro- 
gram that's  second  to  none. 

For  the  third  year  in  a  row, 
readers  of  Frequent  Magazine, 
the  people  who  fly  the  most, 
voted  OnePassSM  the  Best 
Overall  Frequent  Flyer 
Program. 

We've  also  won  six  out  of 
seven  categories.  Including 
the  Best  Elite  Level  Program 
which  offers  first  class 
upgrades,  generous  mileage 
bonuses  and  service  ameni- 
ties. And  Best  Overall  Award 
which  lets  you  earn  two 
roundtrip  coach  tickets  to 
Australia  for  75,000  miles. 

Additional  Best  Overall 
victories  went  to  our 
OnePass  Customer  Service, 
Best  Overall  Promotion, 
and  Best  Frogram  Newsletter. 

And  since  we  offer  a 
convenient  schedule  of 
more  than  200  destinations 
worldwide,  there's  never 
been  a  better  time  to  use  it. 

Continental  is  making  a  dif- 
ference for  business  travelers. 

And  we  thank  you  for 
noticing. 

©  1991  Continental  Airlines,  Inc. 

One  Airline  Can 
Make  A  Difference. 


PERSONAL  AFFAIRS 


Meng  Chi  Tsen  flanked  by  part  of  his  collection 

A  mother  lode  came  from  the  basement  of  a  Savile  Row  tailor. 


But  one  of  his  special  favorites  is  the 
splendid  levee  dress  uniform  of  the 
Duke  of  Marlborough,  c.  1905.  It  was 
intended  solely  for  wear  at  levees — 
the  afternoon  receptions,  for  men 
only,  hosted  by  the  British  sovereign 
or  his  representative. 

Tsen  bought  it  in  London  in  1978 
without  knowing  exactly  to  whom  it 
had  once  belonged,  since  it  bore  no 
name  tag.  But  he  was  able  to  deduce 
the  regiment  by  the  color  and  embroi- 
dery on  the  tunic.  And  he  was  further 
able  to  identify  the  wearer  by  the 
number  of  loops  in  place  for  the  breast 
star  decorations,  which  indicated  no- 
bility. By  process  of  elimination,  Tsen 
deduced  that  Charles  Richard  John 
Spencer-Churchill,  the  ninth  Duke  of 
Marlborough  (1871-1934),  was  the 
original  owner. 

Unlike  Tsen,  who  keeps  his  collec- 
tion tucked  away  in  his  attic  storage 
gallery  in  meticulous  chronological 
and  regimental  order,  the  New  York 
collector  has  made  his  Manhattan 
apartment  into  a  living  museum  of 
19th-century  empire  militaria.  Dis- 
played in  his  living  room  is  a  manne- 
quin clad  in  the  red,  blue  and  gold 
uniform  of  an  officer  of  a  Bengal 
Lancer  Regiment,  British  Indian 
Army,  c.  1880.  In  his  closets,  his  own 
winter  coats  keep  company  with  the 
black  and  gray  colonel's  tunic  widely 
believed  to  have  been  worn  by  Nicho- 
las II,  the  last  czar  of  Imperial  Russia; 


Uniform  of  ADC  to  Viceroy  of  India,  c.  1912 
Gilded  aiguillettes  from  a  golden  era. 


a  Hungarian  nobleman's  Hussar  uni 
form  in  burgundy  velvet,  c.  1900;  a 
uniform  of  a  cossack  of  the  Imperial 
Russian  Guard,  c.  1850,  in  black  and 
red;  and  the  fawn  and  gold -braided 
uniform  of  Field  Marshall  Sir  William 
Birdwood  of  the  British  Army's  Ccn 
tral  Indian  Horse  Regiment,  c.  1890. 

Despite  their  rarity  and  rising  val- 
ues, such  uniforms  are  not  all  that 
expensive.  Prices  typically  range  from 
$2,000  to  $10,000,  depending  on 
Kom  they  belonged  to,  the  rcputa 
tion  of  the  regiment  and,  of  course, 
condition  and  completeness. 

The  highest  recent  price  paid  lor  a 
milit  ay  uniform  was  about  $30,000, 
in  Jinn  1989  at  Christie's  in  London. 
J  he  uniform  consisted  of  an  embroi 
dered  purple  tunic  and  trousers  and  a 
headdress  Its  former  owner?  Winston 
Churchill,  when  he  was  captain  of  the 
Queen's  Own   Oxfordshire   Hussars 


regiment  in  1905. 

Aubrey  Bowden,  militaria  consul- 
tant of  Christie's  in  London,  explains 
that  typically  a  complete  uniform  set 
would  include  the  appropriate  combi- 
nation of  tunic,  trousers,  boots,  hel- 
met or  cap,  crossbelt  and  sword,  all  in 
good  condition.  Sometimes  even  a 
moth  bite  will  put  off  a  collector. 

A  name  tag  stitched  inside  will  cer- 
tainly add  interest  and  value — as  did 
the  tag  on  Churchill's  tunic.  But 
name  tags  are  often  missing. 

The  problem  with  these  empire 
uniforms  is  finding  them.  Auction 
houses  periodically  offer  such  uni- 
forms, but  there  are  no  major  dealers. 
"Uniforms  are  recent  collectibles," 
says  Bo\vden,"They're  still  coming 
out  of  grandmothers'  attics." 

Collectors  must  be  resourceful  and 
sometimes  contact  families  of  famous 
officers  directly.  But  serendipitous 
finds  occur,  too.  On  one  of  his  busi- 
ness trips  to  England  in  the  late 
1970s,  Tsen  casually  asked  the  propri- 
etor of  one  of  the  top  Savile  Row 
establishments  if  he  had  any  empire 
military  uniforms  lying  around.  Brit- 
ish army  officers  were  often  outfitted 
by  Savile  Row  tailors,  who  also  acted 
as  caretakers  of  officers'  uniforms. 

The  tailor,  who  was  moving  to  new 
premises  and  cleaning  house, 
promptly  led  Tsen  to  the  basement, 
where  he  had  20  complete  sets  of 
uniforms  separately  packed  in  airtight 
tin  trunks.  They  had  been  unclaimed 
for  60  years.  Tsen  borrowed  money 
and  paid  around  $15,000  for  all  20.' 

One  of  the  New  York  collector's 
favorite  finds  came  during  a  holiday  in 
Sal/burg,  Austria,  in  1950.  Scouting 
the  surrounding  countryside  with  a 
local  antiques  dealer  led  to  the  disCOV 
cry  of  an  old  dress  uniform,  which  had 
once  been  stowed  under  a  haystack  in 
a  barn.  It  turned  out  to  be  the  field 
marshal's  uniform  of  Emperor  Franz 
Josef  of  Austria  (1830  1916).  The 
giveaways  were  the  braid  on  the  uni 
form  and  the  number  of  loops  for 
orders  on  the  tunic.  Iran/  loscfdicd 
in  the  midst  ol  World  War  I,  two  years 
before  the  complete  collapse  of  his 
empire  mm\  the  dawning  of  a  different 
age,  a  fact  that  further  enhances  tin- 
serious  collector's  interest  in  the  uni 
form.  As  one  collector  likes  to  quote 
"For  some  of  us,  history  ended  at 
1^14.   The  rest  is  c  uncut  events."  IB 
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Attention  mavericks,  perfec- 
tionists and  independent  thinkers. 
Your  ship  has  come  in:  The  BMW 
machine  that's  so  nonconformist, 
it  offers  two  personalities.  The 
RIOOGSortheRlOOGS  Paris-Dakar. 

In  fact,  they're  dual-purpose 
adventure  bikes  that  offer  ornery 
independence  and  civilized  values. 
Which  is  good  news  even  if  you're 
a  novice  or  an  individualist  who 
last  started  a  motorcycle  some 
years  ago. 

After  all,  our  whole-earth  bikes 
are  positively  adept  on  (A)  roads 
and  (B)  no  roads.  So  you  can 
navigate  by  the  sun  as  well  as  traffic 
signs.  Instincts  befitting  the  direct 
descendants  of  BMW's  multiple 
winners  of  Paris-Dakar  Rallies. 

As  you  might  expect,  the 
BMW  R100GS  and  R100GS  Paris- 
Dakar  are  in  a  class  of  their  own. 
Smooth,  uninterrupted  power 
flows  from  a  980cc,  flat-twin 
engine  which  has  the  remarkable 
ability  to  rumble  in  the  jungle  all 
day  at  low  rpm's  or  to  purr  coast 
to  coast  at  super-highway  speeds. 

Unrestrained  confidence 
also  travels  via  our  three-year, 
unlimited-mileage,  limited  warranty* 
and  the  BMW  Motorcycle  Roadside 
Assistance  Plan" 

So  first  roam  to  your  phone 
and  call  1-800-345-4BMW  to  find 
your  nearest  authorized  BMW 
motorcycle  dealer. 

He'll  have  everything  you  need 
to  take  off  on  a  BMW  motorcycle, 
except  obstacles.  Just  ask, 
to  see  our  cruise  line. 

WORTH  THE  OBSESSION/ 

C 1991  BMW  of  North  America  Inc  The  BMW  trademark  and  logo  are  registered 
•See  your  authorized  BMW  dealer  (or  details  about  the  limited  warranty  *  'f or 
comptete  detars  see  your  Motor  Club  Benefits  Guide  Some  benedts  not  available  m 
all  states  Services  provided  by  Cross  Country  Motor  Club  Inc  Boston.  MA  Q?\bb 
eacept  m  California  where  services  are  provided  by  Cross  Country  Motor  Club  of 
California  Inc  Boston  MA  0?KA  Available  on  all  1989  or  later  BMW  motorcycles 


Who  says  historians  have  to  teach  or  drive  cabs? 
Bruce  Weindruch  turned  his  scholarly  bent  into  a 
nifty  little  business  documenting  corporate  lore. 

Making 
history  pay 

By  Lisa  Gubernick 

Bruce  WEINDRUCH  has  always  been  a  Weindruch  is  not  your  typical  histori- 

bit  of  a  renegade.  First  he  refused  to  an.  He  doesn't  smoke  a  pipe  or  wear 

go  into  his  father's  banking  business  tweeds  with  elbow  patches,  preferring 

in  Rock  Island,  111.  Then  he  dropped  pinstripe  suits.  As  part  of  his  doctoral 

out  of  Southern  Methodist  University  program  at  George  Washington  Uni- 

to  open  a  chain  of  record  stores  that  versify,  he  did  a  study  of  coffee  and  tea 

he  sold  three  years  later.  paraphernalia — proving  an  economic 

When  he  finally  graduated  from  relationship  between  the  size  of  tea- 

Grinnell  College,  at  age  25,  in  1978  pots  and  the  price  of  tea.  "When  the 
with  a   bachelor's  degree   in      ^^^____^^^^^^_^^^^^_^^^__i^ 


American  civilization,  he  an- 
nounced he  would  become  a 
historian.  "My  father,"  Wein- 
druch recalls,  "was  appalled. 
He  figured  it  was  no  way  to 
make  a  decent  living." 

Dad  was  wrong.  Today 
Weindruch,  37,  is  running  the 
History  Factory,  a  Washing- 
ton, D.C.  business  that  ar- 
chives historical  documents 
for  clients  like  Fireman's 
Fund,  McCormick  &  Co.  and 
Boeing.  He  also  helps  them 
use  the  past  to  sell  the  future. 

Digging  through  a  com- 
pany's dusty-  stacks  can  be  te- 
dious.  But  there  isn't  much 

competition,  so  Wcindruch's  services  price  was  high,  the  si/e  of  pots 
aren't  cheap.  Instead  of  hourly  rates,  shrank — just  like  cars  and  oil,"  he 
the  History  Factor)'  charges  S 700  for      says.    "Design   was   as   much   about 


The  History  Factory's  Bruce  Weindruch 
Finding  profits  from  the  past. 


each  linear  foot  of  archive  space  it 
rummages  through  and  catalogs. 
That's  an  average  bill  of  $70,000. 
Weindruch  and  his  staff  of  15  histori 
ans  or  archivists  can  handle  about  60 
jobs  a  year.  He  figures  the  company 
will  earn  at  least  $300,000  on  $2.1 


economics  as  aesthetics." 

While  working  on  his  doctorate, 
Weindruch  did  some  work  for  the 
Smithsonian  Institution,  but  in  1979 
a  serendipitous  cocktail  conversation 
propelled  him  back  into  business.  An 
art  consultant  told  Weindruch  that 


million  in  revenues  this  year,  up  from  she  had  been  hired  by  the  Bank  of 

$1.3  million  last  year.  Not  bad,  con-  Bethesda   to  decorate  one  of  their 

sidering  the  average  academic  histori-  branch  offices,  playing  up  that  build 

an  makes  $45,000.  ing's    hundred-year    history.    Wein 

Working   on   corporate    identities  druch  si    ned  on  to  help  her. 

isn't    a    historian's    usual    task,    but  The  bank  let  Weindruch  loose  in 


the  basement,  where  he  dug  up  a 
1919  Bethesda  property  map  with  the 
bank  on  it  and  a  photograph  of  a- 
trolley  line  from  Washington  going 
by  the  bank.  These  established  the 
bank's  early  ties  to  the  community 
and  its  links  to  the  capital.  Dusted  off 
and  framed,  they  wound  up  promi- 
nently displayed  on  the  bank's  walls. 
Weindruch  collected  $4,500  for  his 
three  months  of  part-time  work.  "I 
couldn't  believe  people  were  paying 
me  to  do  this,"  he  says. 

Weindruch  figured  there  would  be 
other  banks  looking  for  a  way  to 
differentiate  themselves  in  a  deregu- 
lating market  rife  with  new  competi- 
tion. There  were.  For  Riggs  National 
Bank,  Weindruch  found  the  docu- 
mentation establishing  the  1836 
founding  date,  which  has  been 
worked  into  all  of  Riggs'  sales  litera- 
ture and  was  used  extensively  when 
the  bank  celebrated  its  1 50th  anniver- 
sary in  1986.  For  the  Philadelphia 
National  Bank,  he  cataloged  five  gen- 
^^  erations  of  correspondence, 
I  creating  an  internal  record  for 
[  senior  managers  to  under- 
'  stand  past  operations. 

Word  of  mouth  spread 
Wcindruch's  reputation  be- 
yond banking.  For  Boeing,  he 
created  a  database  of  1 15,000 
entries,  including  engineering 
drawings  and  flight-testing 
films.  "It  was  the  first  time 
anyone  could  go  to  a  single 
source  for  all  the  history,*1  says 
Weindruch. 

These  days  Weindruch  is  di 
versifying:   a    12 -minute   ani- 
mated historical  videotape  on 
Sara  Fee  Corp.  for  last  year's 
annual  meeting;  an  illustrated 
company  history  brochure  for  Ha- 
inan's Fund;  and  a  30  loot  historical 
display  tor  Sterling  Drug's  Manhattan 
headquarters,    including    everything 
from  Dr.  Lyon's  Tooth  Powder  to  the 
latest  incarnation  of  Bayer  aspirin. 

looking  ahead  to  the  millennium, 
Weindruch  thinks  his  history  business 
will  do  especially  well.  There  is  always 
mass  uneasiness  near  the  turn  o(  a 
century,  he  sa\s  During  the  L890s 
there  were  "an  enormous  number  ol 
retrospectives  to  help  ease  the  transj 
don  to  the  2()th  centurj ,"  saj  s  Wein 

druch.   "And   I  expect   there  will   he 
again."  Bi 
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Lincoln  owners  are 
never  without  a  spare. 

A  SPARE  CAR,  THAT  IS.  BECAUSE  LINCOLN  GIVES  THEM  a  free  loaner  if  their  cars  are  ever  kept  for  overnight  warranty  work. 

And  if  a  loaner's  not  available,  a  rental  car  allowance  is  provided*  Either  way,  Lincoln  owners  keep  right  on  driving.  It's  just  another 

benefit  of  the  new  Lincoln  Commitment,  a  program  that  includes  24-hour  roadside  assistance  (with  absolutely  no  charge  during  the  first 

year)  and  a  four-year/50,000-mile  bumper-to-bumper  warranty  with  no  deductible.  Ask  your  dealer  for  a  copy  of  this  limited  warranty. 

The  Lincoln  Commitment.  Standard  with  every  1991  Lincoln.  It's  what  luxury  car  ownership  should  be. 


'Lincoln  as  loaner  subject  to  availability  Allowance  of  $30  per  day  (up  to  live  days)  provided  toward  vehicle  rental. 


?E:aninEiiiniM 


EDITED  BY  JASON  ZWEIG 


Survivor? 

REAL  ESTATE  GOSSIPS  never  saw  !/■ 
bad  things  had  gotten  for  Don 
Trump.  Lately  they  seem  to  be  mis- 
reading another  r<  alty  m<  >gul,  Arthur 
Cohen.  But  whe  eas  Trump  was  in 
more  trouble  than  people  thought, 
Cohen  seems  to  be  surviving  rath- 
er well 

A  dealaholic,  Cohen  is  involved, 
usually  with  partners,  in  several  hun- 
dred projeets — which  alone  makes 
him  suspect  in  the  real  estate  rout. 
And  he  has  been  in  the  pits  before.  His 
Aden  Realty  was  one  of  the  worst 
victims  of  the  1970s  real  estate  bust. 
But  Cohen  clawed  his  way  back,  mak- 
ing good  on  Aden's  debt  and  rebuild- 
ing his  fortune  (Forbes,  Oct.  16, 
1989).  Last  fall  FORBES  estimated  his 
net  worth  at  over  $300  million. 

How's  Cohen  doing  now?  "If  ev- 
erything was  in  New  York,  I'd  be  an 
unhappy  camper,"  he  says.  "But  the 
fact  is,  we're  very  diversified."  Cohen 
owns  two  hotel  and  restaurant  chains, 
which  are  doing  well,  especially  in  the 
South  and  Midwest.  He  also  has 
shopping  centers  and  office  buildings 
nationwide. 

A  tender  spot,  however,  was  his 
$1.2  billion  (assets)  thrift,  CorEast 
Savings  in  Roanoke,  Va.,  which  Co- 
hen bought  in  the  mid-1980s  and  the 
feds  took  over  in  February.  What  sank 
CorEast  was  $200  million  in  loans  to 
New  York  co-ops  and  condos;  almost 
the  entire  portfolio  was  troubled  or 


nonperforming  when  the  feds  moved 
in.  Several  loans  went  to  buildings 
managed  by  companies  in  which  Co- 
hen had  an  interest,  but  Cohen  .says  he 
did  not  personally  profit  from  those 
management  deals. 

In  New  York,  Cohen  is  struggling 
to  sell  several  thousand  old  apart- 
ments converted  into  cooperatives 
and  condominiums.  In  a  few  cases,  he- 
has  halted  or  may  soon  stop  payments 
on  problem  buildings,  effectively 
walking  away  from  them. 

What  about  Cohen's  involvement 
in  the  troubled  A&s  Pla/a  mall  on 
Herald  Square  in  Manhattan?  Cohen 
says  he  has  only  about  4%  of  that  deal 
Meanwhile,  he  has  about  12%  of  the 
fully  rented  Worldwide  Pla/a  office 
building  in  midtown  Manhattan. 

Soft-spoken  and  exceedingly  po- 
lite, Cohen  says  he  is  "weathering  a 
very  difficult  storm."  Instead  of  buy- 
ing or  building,  he  is  redoing  older 
buildings  with  dribs  and  drabs  of 
money  from  insurers  and  foreign 
lenders,  waiting  for  the  day  when  the 
bankers  turn  on  the  credit  spigots 
again.  "This  is  worse  than  the  Seven 
ties,"  he  muses.  "There  was  always 
capital  then."       -ERIC  SCHMUCKLER 

Sabre  rattling 

Allan  Z.  Loren,  the  former  presi 
dent  of  Apple  Computer  U.S.A.,  tlcw 
into  a  storm  in  January  when  he  took 
the  controls  at  Covia,  the  Rosemont, 


Real  estate  developer  Arthur  Cohen 
"We're  very  diversified." 


111.  based  airline  reservations  outfit 
owned   by   United  Airlines  and   six 
other  carriers.  Covia  runs  Apollo,  the 
second  largest  reservation  system  be 
hind  AMR  Corp.'s  Sabre. 

First,  the  war  in  the  Persian  Gulf 
grounded  travel  plans  everywhere. 
Then  at  least  three  major  airlines, 
including  Pan  Am  .\nd  Continental, 
tiled  for  bankruptcy  protection. 
What's  more,  the  U.S.  Department  of 
Transportation  may  soon  enact  rules 
intended  to  heat  up  competition  in 
the  reservation  business.  Counters 
Loren:  "This  is  already  a  very  compel 
itivc  industry." 

He  has  a  point.    The  reservation 
systems     including  Sabre  and  Apol 
lo,  each  with  about  a  third  of  the  $  1 .5 
billion  market — are  constantly  leap 
flogging  each  other  in  technological 
prowess.  Today  main  machines  work 
like  personal  computers,  even  allow 
ing  travel  agents  to  call  up  pictures  ol 
hotel  looms  on  their  screens.  The  cost 
of'  leasing   the    machines    has   come 
down  .is  the  technology  has  become 
more  advanced. 

Loren,  53,  kit  Apple  more  than  .i 
year  ago,  taking  the  heat  for  the  bun 
gkd  marketing  strategy  on  Apple's 
laptop  Macintosh.  1 1c  is  a  veteran  ol 
25  years  in  computers,  including  I 
years  .is  a  chief  information  officer  .u 
insurance  giant  (  igiu 
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Covia  President  Allan  Loren 
Shrinking  the  world 
with  computers. 


Overseas  expansion  is  high  on  Lor- 
en's  agenda.  He  says  he  wants  to 
supplement  Covia's  joint  ventures  in 
Canada  and  Great  Britain  with  part- 
nerships in  Japan  and  Korea,  where  air 
travel  is  burgeoning.  With  Loren's 
computer  wizardry  at  work,  the  world 
may  quickly  become  an  even  smaller 
place.  -Edward  Gii.tenan 

New  broom 

After  ten  years  as  chief  executive  of 
the  Chicago- based  advertising  agency 
Foote,  Cone  &  Belding  Communica- 
tions, Inc.,  Norman  Brown  will  retire 
on  May  15.  His  successor,  Bruce  Ma- 
son, 51,  will  inherit  some  difficult 
challenges,"  including  a  slow-growth 
domestic  advertising  market. 

In  the  1980s  Brown  moved  into 
public  relations  and  direct  marketing, 
with  erratic  results.  Earnings  rose  25% 
in  1987,  (before  an  accounting 
change),  sagged  23%  in  1988  and  rose 
49%  in  1989*  Last  year  Foote,  Cone — 
whose  accounts  include  Levi  Strauss, 
Mazda  and  Taco  Bell — earned  a 
healthy  $22  million  on  S5  billion  in 
billings,  S338  million  in  revenues. 

Like   a  viewer  zapping  television 


Bruce  Mason  of  Foote,  Cone  &  Belding 

A  joint  venture  in  Japan  would  be  welcome. 


commercials,  Brown  had  little  pa- 
tience with  his  purchases.  Since  1986 
he  has  sold  four  businesses,  including 
public  relations  firms  Carl  Byoir  and 
Golin/Harris.  Another  firm,  direct 
marketer  Krupp/Taylor,  is  still  losing 
money.  "Got  any  ideas?"  Mason  asks. 

Mason,  who  has  worked  on  such 
accounts  as  Coors  and  Pizza  Hut 
since  joining  Foote,  Cone  in  1969, 
does  inherit  one  plum  from  Brown.  In 
1988  Foote,  Cone  linked  up  with 
Publicis  S.A.,  the  leading  ad  agency  in 
France,  whose  clients  include  Nestle, 
Renault  and  Shell.  Publicis  took  a  20% 
stake  in  Foote,  Cone  and  a  51%  stake 
in  the  joint  venture,  Publicis-K:B; 
Foote,  Cone  got  a  26%  piece  of  Publi- 
cis in  return.  Together  they  run  61 
(♦ffices  in  16  European  countries. 
That  gives  Foote,  Cone  the  largest 
U.S.  advertising  presence  in  Europe. 
Revenues  from  the  joint  venture  rose 
32%  last  year,  to  $208  million.  Foote, 
Cone's  share  of  the  profits  jumped  to 
$10  million  from  $6  million  in  1989. 

Mason  wants  to  do  a  similar  deal  in 
Japan,  but  the  market  is  taking  a  wait- 
and-see  attitude.  Foote,  Cone  traded 
recently  at  27,  12  times  projected 
1991  earnings,  while  other  advertis- 
ing agencies  have  P/Es  as  high  as  18. 

-John  Harris 

Promotion  man 

A  year  and  a  half  ago  Joseph  Isgro 
faced  a  possible  200-year  sentence 
and  $1.5  million  in  fines  for  payola, 
drug  trafficking  and  racketeering.  His 
trial  capped  a  more  than  three-year 
federal  probe  of  Isgro's  network  of 
independent  music  promoters,  whom 


I  record  companies  allegedly  paid  to 
£  garner  airtime  for  their  songs.  But  just 
1  after  the  case  went  to  a  jury,  it  was 
thrown  out  because  the  prosecution 
failed  to  disclose  contradictory  infor- 
mation. Isgro's  nightmare  was  over. 

Today  Isgro,  43,  is  president  of 
Music  Group,  Inc.,  a  publishing  and 
management  firm  associated  with 
City  Lights  Productions,  a  New  Jer- 
sey-based recording  studio.  "I  don't 
know  if  we're  going  to  go  into  a 
specific  label  deal  or  multiple  produc- 
tion deals,"  says  Isgro.  He  claims  to 
be  in  "preproduction"  with  six  acts, 
which  he  won't  name. 

Isgro,  who  reportedly  is  friendly 
with  convicted  mobster  Joe  (Joe  Pin- 
ey)  Armone,  also  has  an  eye  on  Holly- 
wood. He  is  producing  Twentieth 
Century  Fox's  Hoffa,  directed  by 
Danny  DeVito.  And  he  is  producing  a 
film  based  on  the  book  The  Man  Who 
Made  It  Snow,  about  cocaine  distribu- 
tor turned  government  witness  Max 
Mermelstein.  Isgro  claims  he  will 
soon  buy  more  film  properties. 

The  music  promotion  business  may 
prove  more  elusive.  Isgro  was  so  suc- 
cessful at  getting  airtime  on  local  ra- 
dio stations  that  record  companies 
paid  him  a  reported  $10  million  in 
1985.  But  Isgro  bit  the  hands  that  fed 
him  when  he  filed  an  antitrust  suit 
against  several  major  record  labels 
in  1986.  The  suit  was  dismissed,  but 
the  big  record  companies  have  not 
forgotten.  -Martin  Kihn  Hi 


Music  promoter  Joseph  Isgro 

Flogging  his  own  acts  won't  be  so  easv. 
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AMERICAS  BANKERS  VOICE  THEIR  CONCERN 


c  big  to 

ignore. 

For  years  the  debate  over  whether  some  banks  should  be  too  big  to 
fail  was  one  the  general  public  cheerfully  ignored.  No  surprise  there. 
The  issue  of  whether  technically  uninsured  deposits  of  over  $100,000 
in  the  largest  banks  should  be  protected,  if  the  bank  fails,  has  all  the 
appeal  of  a  seminar  on  tooth  decay. 

When  the  FD1C  saved  Bank  of  New  England's  biggest  deposi- 
tors last  fall,  and  skinned  their  counterparts  at  Harlem's  tiny  Free- 
dom National  Bank,  the  issue's  visibility  rose  a  fraction.  Like 
something  out  of  Bonfire  of  the  Vanities,  the  incident  became  a 
convenient  and  much-publicized  symbol  of  some-are-more-equal-than- 
others  treatment. 

To  bankers,  the  unequal  treatment  is,  understandably,  para- 
mount. But  the  general  public  should  cultivate  an  interest  for  an 
entirely  different  reason:  the  policy's  cost. 

If  you  insure  your  home  for  $100,000  and  your  actual  loss  is 
$500,000  when  your  house  burns  to  the  ground,  your  insurance 
agent  won't  say  "Bad  guess.  But  don't  worry.  We'll  compensate  you 
for  your  lack  of  foresight  Here's  a  check  for  $500K:'  If  they  did,  the 
rates  that  all  policyholders  pay  would  rise.  The  FDIC,  in  essence, 
does.  Covering  depositors  above  and  beyond  the  agreed-upon 
$100,000  has  been  habit-forming.  And  it's  encouraged  large  deposi- 
tors to  chase  interest  rates,  not  institutional  quality. 

With  its  too-big-to-fail  policy,  the  FDIC  has  raised  its  cost  of 
doing  business  considerably.  Which  is  where  you  come  in. 

Since  the  FDIC's  creation,  the  nation's  banks  have  willingly  paid 
their  own  way  to  keep  the  FDIC  in  the  pink  and  in  the  black.  Doing 
so  was  not  always  easy  or  without  sacrifice. . .  particularly  in  the  last 
18  months,  when  the  tab  for  insurance  premiums  rose  nearly  200%. 
The  FDIC  has  calculated  that  for  every  extra  dollar  in  premiums 
banks  pay  (by  July  1  we'll  be  paying  23  cents  on  every  $100  in 
domestic  deposits  we  hold),  there's  six  dollars  less  available  for  us  to 
lend.  But  bankers'  commitment  to  keeping  the  fund  strong— and  to 
keeping  taxpayer  dollars  out  of  it— remains  firm. 

Push  has  been  known  to  come  to  shove.  And  open-ended 
obligations  such  as  insuring  all  deposits  at  all  institutions  raise  the 
question  of  how  much  banks  can  afford  without  damaging  their 
ability  to  lend  and,  eventually,  their  ability  to  remain  profitable.  The 
too-big-to-fail  policy  could  easily  become  too-costly-to-afford  if  the 
policy  is  allowed  to  continue. 


Richard  Kirk  Chairman 

United  Bank  of  Denver,  Denver,  CO 

President  American  Bankers 

Association 


"Covering  depositors 
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1120  Connecticut  Avenue.  N.W. 
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BY  ERIC  S.  HARDY 


An  important  barrier — albeit  only  a 
psychological  one — was  broken  when 
the  Dow  industrials  finally  closed 
above  3000  in  mid-April.  This  index 
has  nevertheless  been  underperform- 
ing  the  broad  market  for  some  time. 
The  Wilshire  index  of  6,000  stocks, 
for  instance,  is  up  20%  so  far  this  year, 
versus  only  14%  for  the  Dow. 

Although  the  market  has  been  bull- 
ish, a  disappointing  earnings  report 
can  still  cause  significant  and  swift 
declines  in  prices  for  individual  issues. 
Apple  Computer  shares  lost  more 
than  10  points — 15%  of  their  value — 
during  the  latest  two  weeks,  on  rela- 
tively weak  earnings.  But  companies 
in  mature  industries  may  be  less  sus- 
ceptible to  nasty  surprises  if  their 
earnings  don't  meet  expectations. 
Equipment  manufacturers  Parker 
Hannifin  Corp.  and  Trinova  Corp., 
for  instance,  recently  reported  lower- 
than-anticipated  earnings,  but  their 
stock  prices  rallied  on  the  news.  Mer- 
rill Lynch's  Alexander  Blanton,  who 
follows  the  heavy  equipment  manu- 
facturing companies,  is  looking  for  a 
sharp  upturn  for  this  industry  as  soon 
as  this  summer.  "The  prospects  for 
capital  spending  haven't  been  this 
good  in  the  last  ten  years,"  he  says. 
This  is  in  large  part  because  of  the 
necessity — worldwide — of  rebuilding 
infrastructure.  Thus,  Blanton  thinks 
companies  like  Caterpillar  and  Deere 
are  undervalued. 


Closeup  on  the  market 
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The  overall  market 


Wilshire  index 

200-day  moving  average 

The  Wilshire  index  as  of  4/18/91 
Market  value:  $3,491.3  billion 
Price/book:  3.9 
P/E:  18.4 
Yield:  2.9% 


Performance 

Last  4  weeks 
Since  12/31/90 
Since  peak  4/17/91 
Since  5-year  low  12/4/87 
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The  best  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

-*• 

Relvol3 

Cisco  Systems 
Advanced  Micro  Devices 

32 '/4 

137/8 

26% 
25 

37 

NM 

13 

19 

8,705 
18,415 

0.8 
1.8 

20th  Century  Industries 

49  y4 

23 

824 
2,187 

0.9 
1.4 

Hasbro 

29'/2 

23V8 

22 

Cypress  Semiconductor 

22 

27 

2,785 

1.2 

The  worst  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

Seagate  Technology 
Bank  of  Boston 

135/8 

83/4 
23 '/« 
143/4 

25i/4 

-29% 

-18 

-17 

9 
NM 
21 

21,484 
8,366 

1.6 
1.4 

FHP 

1,970 

0.6 

Topps 

Dell  Computer 

-17 
-15 

13 
19 

7,931 
6,297 

3.7 
1.1 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6,000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

SIP  500  „• 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 


Price  or  rate 

3,715.8 

24.4 
2,999.3 
388.5 
212.3 
373.4 
506.6 
324.0 


2-week  change 

2.2% 

3.5 
2.6 
2.3 
2.2 
2.3 
1.8 
-0.6 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

Individual5 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  2000  index 

2000  small  market  value  stocks,  capitalization  weighted 
Gold6  (composite  quote  of  6  major  dealers) 
Yen'  (per  $U.S.) 

Commodity  index6  :crb  futures  index,  i%7=ioo) 

Oil'  (W  Texas  Intermediate) 
TbillS6  (90  days) 

Broker  loan  rate6 


Price  or  rate 

880.70 

125.98 
104.39 

177. 5o 

$357.80 

137.75 

218.04 

$21.10 

5.70% 

7.50% 


2-week  change 

0.1% 

2.8 
0.3 

1.7 

-0.3 

1.3 
-1.2 

5.5 

-4  basis  points ' 
-50  basis  points7 


Note:  All  data  for  periods  ending  4/18/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif. 2 Average  daily  volume  over  recent  2-week  period. 3 Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months.  "Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  4/19/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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BY  TINA  RUSSO  MCCARTHY 


Sales 


Performance 


Fixed  income' 


90 


1988 


1989 


1990 


1991 


Data  from  the  Investment  Company  Institute  show  that 
net  sales  (new  purchases  and  reinvested  dividends,  less 
redemptions)  of  equity  funds  collapsed  last  August.  How- 
ever, by  September  fund  investors  were  coming  back  into 
the  market.  Since  bottoming  last  October,  Forbes'  per- 
formance indexes  of  the  largest  equity  and  fixed  income 
funds  have  improved  steadily. 

The  latest  market  cycle  (one  down  period,  one  up 
period)  for  equity  funds  runs  from  August  1987  to  March 
1991.  During  this  cycle  the  s&P  500  had  an  average 
annualized  return  of  7.4%  versus  5.5%  for  the  Forbes  index 
of  the  25  largest  equity  funds.  Some  of  the  best  results 
came  from  smaller,  sector  funds.  Fidelity  Select-Health 
Care,  with  $373  million  in  assets,  dedicated  to  the  red-hot 


medical  sector,  posted  an  average  annual  total  return  over 
the  cycle  of  22%.  Bergstrom  Capital,  which  has  30%  of  its 
portfolio  in  health  care,  had  a  20.8%  average  return. 

Our  list  of  the  worst-performing  funds  is  dominated  by 
gold  and  precious  metals  funds.  According  to  James 
Nevler  of  the  Commodity  Research  Bureau,  investors 
worried  about  inflation  can  now  buy  Swiss  francs  and 
hard -currency -based  securities,  which  pay  interest  and 
dividends.  Devoid  of  psychological  support,  gold  prices, 
Nevler  concludes,  are  determined  by  supply  and  demand. 

Junk  bond  funds  recently  staged  a  modest  rally,  but 
redemptions  have  overwhelmed  funds  such  as  Dean  Wit- 
ter High  Yield  Securities.  In  a  little  over  a  year  its  assets 
dropped  from  $1.1  billion  to  $361  million. 


The  best  performers 


The  worst  performers 


Fund 

Forbes  rating 
up      down 

Cycle6 
return 

Assets7 
($mil) 

Equity  funds6 

Fidelity  Select-Health  Care 

A+ 

D 

22.0% 

$373 

Bergstrom  Capital 

A 

A 

20.8 

73 

458 

20th  Century  Ultra  Investors 

A+ 

F 

19.9 

Berger  One  Hundred 

A 

D 

18.9 

15     : 

Putnam  Health  Sciences  Trust 

A 
B 

D 

18.7 

376 
1,156 

Janus  Fund 

A 

18.7 

FidPiity  Growth 

A 

D 

17.0 

602 

Fidelity  Select-Utilities 

D 

A 

16.5 

167 

Fidelity  Contrafund 

A 

D 

16.2 

332 

Hartwell  Emerging  Growth 

A+ 

F 

15.2 

25 

Bond  funds 

Lincoln  National  Income 

C 

A+ 

16.6 

68 

Transamerica  Income  Shares 

A+ 

D 

16.0 

119 

FPA  New  Income  Fund 

C 

B 

15.9 

38 

Mutual  of  Omaha  Intrest  Shares 

A 

C 

15.0 

95 

Federated  GNMA  Trust 

B 

C 

14.6 

1,279 

Fund 

Forbes  rating 
up      down 

Cycle6 
return 

Assets7 
($mil) 

Equity  funds5 

Strategic  Investments  Fund 

F 

F 

-28.0% 
-21.8 

$38 
552 

ASA  Limited 

D 

D 

United  Services-Gold  Shares 

D 

D 

-20.5 

263 

Engex 

C 

F 

-15.9 

12 

United  Services-Global  Resources 
Fidelity  Select-Precious  Metals  &  Mins 

D 
D 

D 

-15.8 

28 

C 

-15.7 

189 

Bull  &  Bear  Gold  Investors 

D 

D 

-15.6 

35 

Keystone  Precious  Metals 

D 

D 

15.3 

153 

Van  Eck  International  Investors 

D 

D 

-13.4 

611 

Lexington  Goldfund 

D 

B 

-12.8 

106 

Bond  funds 

Dean  Witter  High  Yield  Securities 

F 

B 

8.4 

312 

Keystone  Custodian  B-4 
Aim  High  Yield  Securities 

D 
F 

A 
A 

4.0 

532 

-2.4 

33 

National  Bond  Fund 

D 

D 

-2.3 

286 

Venture  Income  Plus 

F 

A+ 

-1.5 

20 

Note:  To  be  rated,  equity  funds  must  be  in  existence  since  6/30/83;  bond  funds,  4/30/83 

reinvested  dividends,  less  redemptions,  includes  tax-free  and  foreign  bond  funds.  Source: 

4lndex  of  total  return  for  the  25  largest  taxable  bond  funds  in  1986.    Includes  balanced  funds.  6Total  return  (annualized),  for  one  market  cycle:  equity,  8/31/87  to  3/31/91; 

bonds,  8/31/86  to  3/31/91.  7As  of  12/31/90. 


'Monthly  net  sales  of  open-end  funds.  Net  sales  are  purchases  by  Investors,  If*  luding 
Investment  Co.  Institute.  3lndex  of  total  return  for  the  25  largest  stock  funds  in  1986. 
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iscover  how  Merrill  lynch  can 
elp  you  realize  the  value  of  your 
•iianess. 


BUSINESS 
MSUMNCE 


Only  you  know  how  much  time,  money  and  effort  you've 
invested  to  build  your  business.  When  it  is  time  for  you 
to  convert  some  or  all  of  the  equity  in  your  business 
into  a  liquid  asset,  you  will  want  to  receive  the  max- 
imum return  for  this  investment.  To  do  so,  you  may 
need  to  place  an  objective  and  supportable  value  on  all 
or  part  of  your  business. 

Consider  the  valuation  professionals  at  Merrill 
Lynch  Business  Brokerage  and  Valuation,  a  division  of 
Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated, 
who  have  wide-ranging  experience  in  valuing  closely- 
held  firms.  When  you  decide  to  sell  or  recapitalize  your 
business,  buy  another,  set  up  an  ESOP  or  plan  your 
estate,  they  can  help. 

If  your  decision  is  to  sell  your  business,  the  business 
brokerage  experts  can  use  their  global  resources  to  find 
the  right  buyer,  and  do  so  with  speed,  accuracy  and 
discretion. 

To  find  out  how  Merrill  Lynch  Business  Brokerage 
and  Valuation  can  help  you  realize  the  value  of  your 
business,  talk  to  a  Merrill  Lynch  Financial  Consultant, 
return  the  coupon  below  or  call  us  toll-free,  Monday 
through  Friday,  and  we  will  provide  you  with  more  infor- 
mation regarding  these  services. 

1-800-637-7455,  ext.  5942 

Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 

Response  Center,  PO  Box  30200,  New  Brunswick,  NJ  08989-0200 

I  am  interested  in  learning  about  how  Merrill  Lynch  Business  Brokerage 
and  Valuation  can  help  me  realize  the  value  of  my  business. 
Please  send  me  the  following  information: 

□  Business  Brokerage  and  Valuation  Services  brochure. 

□  Selling  a  Business:  Your  Chance  to  Reap  the  Rewards. 

□  Employee  Stock  Ownership  Plans. . .  a  resource  in 
Business  Succession  Planning. 

Name 


Address . 
City 


-State. 


-Zip. 


Bus.  Phone - 


-Home  Phone  . 


Merrill  Lynch  clients,  please  give  name  and  office  address  of  your  Financial 

Consultant 

5942 

©  1991  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  Business  Financial  Services  Inc.  Member  SIPC 


Merrill  Lynch 

A  tradition  of  trust. 
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STATISTICAL  SPOTLIGHT 


It  looks  like  another  dismal  year  for  home  building, 
but  1992  looks  brighter.  There  could  be  some 
good  equity  buys  out  there. 

Darkness 
before  dawn? 


By  Eric  Hardy 

David  Seiders,  chief  economist  of 
the  National  Association  of  Home 
Builders,  figures  that  total  U.S.  hous- 
ing starts  this  year  will  be  below  the 
disastrous  1990  level  when  only  1.2 
million  privately  owned  homes  were 
built,  the  lowest  number  since  1982. 

It's  a  tough  test  for  home  builders, 
and  not  all  will  survive.  Houston - 
based  U.S.  Home  went  bankrupt  on 
Apr.  15  after  failing  in  an  attempt  to 
restructure  its  debt,  some  of  which 
had  coupons  as  high  as  17.5%. 

But  there  will  be  survivors.  One  will 
certainly  be  Lennar  Corp.  Lennar 
kept  its  interest  costs  low  by  strength- 
ening its  balance  sheet  during  good 
times  in  anticipation  of  an  eventual 
cyclical  downturn.  Although  Len- 
nar's  earnings  have  declined,  its  share- 
holders' equity  has  been  increasing. 

Among     the     building     products 


companies,  though  all  are  suffering, 
some  are  suffering  less  than  others. 
Georgia-Pacific  and  Louisiana  Pacit 
ic,  for  example,  exploited  their  over- 
seas markets  for  lumber  products  dur- 
ing 1990.  Both  companies  expect  to 


increase  their  export  sales  this  year 
despite  a  strengthening  dollar. 

The  slump  isn't  the  only  problem 
for  builders  and  their  suppliers.  Red 
tape  and  specialistic  regulations  are 
getting  worse  for  them.  Cement  mak 
ers  complain  of  difficulty  getting  per 
mits  for  new  quarries,  while  lumber 
companies  are  fighting  what  they  be 
lieve  are  too  strict  conservation  efforts 
to  save  spotted  owls  and  other  critters 
in  the  Pacific  Northwest. 

Local  zoning  laws  and  building 
codes,  too,  make  housing  more  ex- 
pensive. The  National  Association  of 
Home  Builders  estimates  that  up  to 
20%  of  the  cost  of  the  average  new 
home  is  related  to  unnecessary  gov 
eminent  regulations,  double  the 
amount  15  years  ago. 

But  slumps  don't  last  forever.  With 
mortgage  rates  down  and  latent  de- 
mand building,  1992  could  be  a  pick- 
up year — and  markets  tend  to  move  in 
anticipation  of  pickups,  not  in  tandem 
with  them.  Some  of  the  stocks  could 
be  good  buys.  We  screened  for  home 
building  and  building  materials  stocks 
that  look  undervalued  according  to 
estimated  1992  earnings. 

The  ten  stocks  the  computer  came 
up  with  sell  at  less  than  14  times  their 
1992  forecast  and  at  least  20%  below 
their  five-year  highs.  They  have  an 
arithmetic  average  of  46  cents  in  debt 
for  each  SI  of  equity  capital — which 
in  the  leveraged  home  building  indus- 
try is  conservative.  M 


Time  to  seek  shelter? 

Company/business 

—Earnings  per  share — 
latest            1992 

Dpht/ 

recent 

5-yr 

5-yr 

latest 

1992 

share 

equity 

Calmat/cement 

25'/4 

high 

46  Va 

low 
13% 

12  mo 

$287 

estimate 

$2  03 

12  mo 

8.8 

estimate 

16% 

124 

$1744 

Lafarge/cement 

14% 

20% 

8 

0.97 

129 

151 

11.3 

1682 

61       . 

Lennar/home  building 

2l1/2 

353/a 

9% 

1.55 

1.67 

13.9 

117 

2585 

60 

Louisiana-Pacific/lumber 

35V6 

45% 

197/8 

125 

2.60 

144 

120 

29.96 

50 

Masco  Corp/building  materials 

24% 

40% 

14  % 

091 

1.85 

26  5 

125 

1194 

62 

Owens-Corning/insulation 
PPG/glass 

Perini/diversified  construction 
Vulcan  Materials/building  materials 
Willamette  Inds/lumber 


26% 

477/s 

14 

38% 

43% 


36% 
89V4 
395/8 
48V2 
62V2 


8% 
22'/2 

63/4 

22V8 
29% 


178 

4.43 

-120 

3.10 

364 


372 
474 
1.08 
330 
4.99 


148 
10.8 
NM 
12.5 
13.4 


65 
100 
135 
10.8 
10.1 


862 
24.01 
3650 
1680 
38  84 


NM 
47 
58 
8 
57 


NM:  Not  meaningful. 

Sources.-  Media  General  and  Institutional  Brokers  Estii. 


System  (a  service  of  Lynch,  Jones  &  Ryan),  via  Lotus  One  Source. 


Investing  in  the  housing  business  requires  faith  that  good 
times  will  return.  On  the  basis  of  analysts   1992  earnings 


forecasts,  the  stocks  here  appear  to  be  modestly  valued.  All 
except  Perini  were  profitable  during  the  latest  12  months. 
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Thebestway 
tokeepup 

onthewoeais 

with  these 
news  letters. 


For  news  coverage  that  goes  from  A  to  Z,  the  most  important  letters  in 

the  alphabet  are  NPRl  Tune  to  Morning  Edition  with  Bob  Edwards, 

All  Things  Considered,  and  Weekend  Edition.  Together,  they  make  NPR 

the  most  important  news  letters  in  America.  For  the  NPR  station  near 

you,  call  National  Public  Radio  at  202-822-2323 . 

Morning  Edition,  All  Things  Considered 
and  Weekend  Edition  from  NPR 

Morning  Edition.  All  Things  Considered.Weekend  Edition  and  NPR  are  registered  trademarks  of  National  Public  Radio. 


FAST  FOOD 

FOR  OMNIVORES 


New  cars?  Omnivores  just  eat  them  up. 

OMNI  magazine's  percentage  of  new  car  buyers  in  the 
past  two  years  is  higher  than  Time.  Newsweek.Sports 
Illustrated  and  U.S.  News.* 

And,  as  you'd  expect  with  a  group  so  dedicated  to 
the  latest  and  most  innovative,  Omnivores  are  always 
on  the  lookout  for  the  cutting  edge  in  the  automotive  field. 

Just  as  OMNI  editorial  satisfies  their  hunger  for 
the  new  and  exciting,  your  advertising  in  OMNI  satisfies 
their  appetite  for  the  products  and  servi 
you  offer;  such  as  computers,  travel,  electronics, 

•Fall  1990  MRl  Study 

For  a  FREE  COPY  of  the  latest  issue  send  this  ad  to: 

Marcia  Schultz,  General  Media,  1965  Broadway,  2nd  Floor,  New  York,  NY  10023. 


photo  equipment,  business  equipment, 
alcoholic  beverages  and  tobacco 

Omnivores  are  young,  well-educated 
and. dedicated  spenders.  Their  median  age 
is  33.1;  62%  attended  01  graduated  college. 
1  heir  median  household  income  is  $43,181, 
higher  than  Time.  U  s.  News.  Discover. 
People,  and  Spoib  Illustrated. 

Given  their  fast  wheels,  Omnivores  aren'l 
easy  to  catch. 

Exc(  pi  in  the  magazine  they  leed  on. 
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Olffl 
FOR  HUNGRY  MIND 


CAPITAL  MARKETS 


MONEY  &  INVESTMENTS 


You  don't  have  to  fly  blind  when  investing  in 
muni  bonds.  There's  plenty  of  information 
I  available  on  pricing,  credit  and  other  data.  To 
get  it,  you  may  have  to  push  your  broker.  But 
that's  what  commissions  are  for. 

Muni 
info  guide 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Too  many  municipal  bonds  arc- 
bought — or  sold — by  investors  who 
have  little  or  no  data  on  what  they're 
buying  or  selling. 

The  tax-free  bond  market  was  once 
virtually  devoid  of  information.  That 
has  changed  dramatically  in  the  last 
several  years.  Unfortunately,  little  of 
what's  available  is  typically  passed  on 
by  the  salesperson  to  the  customer. 

So  here's  a  primer  on  where  you  can 
go  for  information — and  what  you 
should  ask  vour  broker  for: 

A  broad^  range  of  information  on 
individual  bond  ratings,  prices,  yields 
and  maturities  is  available  from  mu- 
nicipal bond  brokers  like  New  York- 
based  J.J.  Kenny  Drake,  which  started 
an  information  service,  now  called 
Kenny  S&P  Information  Services,  15 
years  ago.  Bloomberg  Financial  Mar- 
kets has  a  video  screen  system  that 
provides  complex  data  on  thousands 
of  issues  through  its  network  of 
screens  into  just  about  every  broker's 
office. 

The  rating  agencies — Moody's  and 
Standard  &  Poor's — publish  regular 


reports  on  particular  bond  issues  as 
well  as  on  municipal  industry  trends. 
And  the  Washington-based  Munici- 
pal Securities  Rulemaking  Board  can 
provide  offering  statements  for  indi- 
vidual issues. 

The  industry's  trade  association, 
the  Public  Securities  Association, 
based  in  New  York,  has  started  pub- 
lishing lists  of  recent  municipal  re- 
search reports.  These  won't  answer 
questions  about  specific  issues  but 
will  often  give  you  some  new  ideas  to 
ask  your  broker  about. 

Notification  services  like  Kenny's 
Kis  and  S&p's  Called  Bond  Record 
keep  track  of  issues  that  have  been 
prereriinded,  have  gone  into  default 
Or  have  even  served  notice  of  default. 
A  prerefunded  bond,  collateralized  by 
U.S.  Treasurys,  is  worth  much  more 
than  it  was  before  the  call-refunding 
procedure  was  put  in  place.  That's  the 
kind  of  information  worth  knowing 
before  you  sell. 

A  new  Kenny  service,  the  Kenny 
Housing  Call  Reports,  can  be  used  by 
investors  to  distinguish  between  is- 
sues where  bonds  are  being  paid  off 
rapidly,  owing  to  underlying  mort- 
gage repayments,  and  issues  whose 
bonds  remain  outstanding  and  con- 
tinue to  pay  generous  interest.  This  is 
especially  important  to  those  who 
have  purchased  or  are  considering 
purchase  of  high-coupon  mortgage- 
backed  issues. 

Pricing  services  as  supplied  by  Ken- 
ny Evaluation  Services,  Muller  Data, 
Interactive  Data  Services  or  Bloom- 
berg will  help  keep  the  transaction 
close  to  market  levels.  Instead  of  rely 


ing  on  the  price  quoted  by  your  bro- 
ker, ask  him  or  her  to  look  up  the  price 
shown  that  morning  for  the  issue  on 
one  of  the  video  screens.  These  are 
calculated  daily  for  1 -million-plus 
bond  issues  and  are  used  by  trading 
desks  to  assess  the  value  of  smaller, 
less  frequently  traded  bonds  as  well  as 
the  more  active  basic  bonds.  Doing  so 
will  often  save  you  money. 

But  be  realistic.  What  you  can  learn 
from  gathering  lots  of  data  may  help 
you  make  the  right  purchase  decision. 
But  if  you're  only  placing  a  small 
order  of  $25 ,000  or  less,  expect  to  pay 
a  full  retail  commission  of  up  to  two 
points  over  the  market,  or  about  $500 
for  $25,000  of  bonds.  Those  enticing 
half-point  commissions  are  still  limit- 
ed to  those  institutions  buying  bonds 
in  $1  million  lots. 

For  basic  data,  perhaps  the  best 
starting  point  is  with  a  copy  of  the 
official  statement  prepared  when  the 
issue  was  initially  offered.  The  Munic- 
ipal Securities  Rulemaking  Board  re- 
ceives them  from  every  issuer.  They 
are  available  to  subscribers  as  photo- 
copies. J.J.  Kenny,  Bloomberg  Finan- 
cial and  the  Bond  Buyer  also  have 
official  statements. 

The  Bloomberg,  for  example,  also 
carries  a  wealth  of  information  on 
about  half  a  million  issues.  One  page 
includes  a  description  of  issuer, 
whether  general  obligation  or  reve- 
nue bond,  callability,  sinking  funds, 
whether  there  are  extraordinary  re- 
demption provisions,  whether  the  is- 
sue is  subject  to  alternative  minimum 
tax,  whether  it  is  book  entry  and 
whether  there  is  additional  credit  sup- 
port such  as  insurance  or  letter  of 
credit. 

In  addition,  a  page  of  trading  infor- 
mation is  provided  that  tells  about 
yields  to  the  most  disadvantageous 
date,  whether  first  call,  par  call  or 
maturity,  and  gives  a  history  of  early 
redemptions.  Your  broker  has  access 
to  this.  Take  advantage  of  it. 

Also,  most  major  firms  have  an 
extensive  library-  containing  Moody's, 
Standard  &  Poor's  and  Fitch  rating 
services.  Writeups  of  a  particular  issue 
can  be  photocopied  and  sent  to  the 
investor. 

Information  is  part  of  what  you  pay 
your  broker  for.  Don't  be  hesitant  to 
ask  for  it.  You'll  make  more  intelligent 
investment  decisions  as  a  result.     Hi 


Forbes-  May  13,  1991 


143 


PORTFOLIO  STRATEGY 


MONEY  &  INVESTMENTS 


It's  too  late  to  get  into  the  hot  and  highly  valued  growth 
stocks,  but  it's  not  too  late  for  good  little  value  stocks. 

Sell  growth 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


My  Apr.  15  column  keeps  haunting 
me.  It  suggested  similarities  between 
this  small-cap-led  bull  market  and  the 
1982-83  bull  market.  What  haunts 
me  now  is  the  growth  stock  butcher- 
ing of  1983-84,  and  that  it  might 
happen  again  soon.  If  recent  history 
repeats,  now  is  the  time  to  sell  growth 
stocks  selling  at  high  multiples  of  sales 
and  earnings,  and  to  reinvest  the  pro- 
ceeds in  small-capitalization  value 
stocks,  those  selling  at  relatively  low 
valuations  of  sales  and  earnings. 

What's  a  small-cap  stock?  My  defi- 
nition is:  Skip  the  500  stocks  with  the 
largest  market  capitalizations  (stock 
price  times  shares  outstanding)  and 
look  at  the  next  1,500.  In  the  three 
years  starting  July  1983,  the  most 
expensive  stocks — the  40%  of  that 
1,500  stock  group  that  sold  at  the 
greatest  price-to-sales  ratios — provid- 
ed a  total  return  to  investors  of  only 
2%  per  year.  By  contrast,  in  the  same 
period,  the  cheapest  stocks — the  40% 
with  the  smallest  psrs — generated  a 
very  nice  17%  annual  return.  Small- 
value  stocks  beat  growth  stocks  by  a 
wide  margin,  which  is  what  I  believe 
will  happen  again. 

Why?  For  one  thing,  as  I  discussed 
in  my  last  column  (Forbes,  Apr.  75), 
the  distribution  of  valuations  of  small- 
cap  stocks  has  evolved  to  be  now 
almost  identical  to  January  1983.  For 
growth  stocks,  that's  scary. 


Another  problem  is  the  apprecia- 
tion of  what  I  call  "small-cap  illusion" 
stocks.  These  are  stocks  thought  of  as 
small  growth  companies,  though 
their  market  capitalizations  are  very 
big.  My  firm's  research  shows  that  the 
way  small-cap  illusion  stocks  perform 
in  relation  to  how  small -cap  value 
stocks  perform  often  warns  of  wheth- 
er growth  stocks  or  value  stocks  will 
do  best  in  the  coming  few  years.  Right 
now  this  points,  as  it  did  in  1983,  to 
problems  ahead  for  growth  stocks, 
and  opportunities  in  value  stocks. 

A  classic  example  of  small-cap  illu- 
sion is  Amgen  (132,  o-t-c),  a  fast- 
growing  West  Coast  biotech  firm 
with  latest- 12 -months  sales  of  $299 
million  that  is  almost  universally  con- 
sidered a  small-cap  growth  stock. 
That's  the  illusory  part:  The  market 
says  Amgen  is  worth  $5.3  billion, 
making  it  the  128th-largest  American 
stock,  by  market  value,  on  Mar.  31. 
Amgen  hasn't  been  a  small-cap  stock 
since  1989,  when  it  sold  at  under  $30. 

This  market  is  full  of  such  small-cap 
illusion  stocks.  Software  vendor  No- 
vell has  just  $500  million  in  revenues 
but  a  $4.1  billion  market  cap.  Others 
are  Lin  Broadcasting,  Sun  Microsys- 
tems, Tele-Communications  and  U.S 
Healthcare  and,  among  listed  stocks, 
Alza  Corp.,  Home  Depot  and  U.S. 
Surgical.  They  are  all  generally 
thought  of  as  small-cap  stocks,  yet  are 
in  fact  big-cap  stocks. 

The  confusion  is  so  prevalent  that 
there  is  even  an  almost  pure  small-cap 
illusion  index  regularly  mis  cited  to 
depict  small  stocks:  The  O-T-C  Com- 
posite (a.k.a.  the  Nasdaq  Composite  ). 
Half  its  market-cap  weighting  is  made- 
up  of  small-cap  illusion,  huge -cap 
o-t-c  names  from  among  America's 
500  largest  stocks.  Far  from  small! 

Here  is  the  key  point:  In  the  stock 
market,  leadership  rotates.  Big-  and 
small -cap  stocks,  growth  and  value 
stocks  each  have  their  days  in  t he- 
sun — and  the  rain.  Market  trends  tilt 


between  favoring  small  versus  big, 
and  growth  versus  value.  Sometimes  J' 
the  market  leaders  are  small  growth 
stocks.  Other  times  small-cap  value 
stocks  lead — or  big-cap  growth,  or 
big  value  stocks.  Since  last  October, 
growth  and  small -cap  stocks  have 
been  hot.  Before  that  it  was  growth 
and  big-cap  stocks.  But  the  growth- 
style  tilt  is  getting  old. 

My  firm's  recent  research  shows  a 
two-part  trick  for  seeing  when  market 
leadership  is  about  to  shift  from 
growth  stocks  to  value  stocks,  or  vice 
versa.  When  the  small-cap  illusion 
stocks  have  done  well  for  several  years, 
as  they  have  now,  you  have  the  first 
part.  And  if  small-cap  value  stocks  also 
did  poorly  for  years  (as  they  did  until 
October),  and  then  suddenly  small- 
cap  value  stocks  take  off  (as  they  did 
five  months  ago),  then  you  have  the 
signal  of  an  upcoming  demise  of  all 
growth  stocks,  big  or  small.  This  phe- 
nomenon occurred  in  1970-71  and 
1982-83;  I  think  it  is  happening  now. 
(It  works  just  the  reverse  if  small -cap 
value  stocks  shine  for  years  and  then 
small-cap  illusion  suddenly  takes 
off — signaling  the  demise  of  value 
stocks  and  the  rise  of  growth  stocks — 
witness  1964,  1978  and  1986-87.) 

To  avoid  a  198 3 -84 -like  growth 
stock  butchering,  use  the  coming 
months  as  a  chance  to  move  out  of 
high-P/K,  high-PSR  growth  stocks, 
big-cap  or  small-cap.  Yes,  even  big. 
I'd  avoid  Merck  (110)  and  Microsoft 
(102),  both  at  10  times  book  value. 
The  supposedly  safe  big  consumer 
products  growth  stocks  like  Philip 
Morris (68),  Coca-Cola  (54),  General 
Mills  {57)  will  likely  suffer,  too.  And 
Gillette  (72).  Fight  times  book  value 
and  a  P/E  of  25  is  bad  enough,  but 
Main  Street  sources  tell  me  its  mid- 
management  has  grown  arrogant  re 
cently.  Good  things  aren't  ahead. 

Happily,  small  cap  value  stocks 
have  just  entered  into  their  up  cycle, 
after  years  of  lagging.  Relative  to  sales 
and  earnings  they're  still  cheap,  and  If 
the  1982-83  parallels  continue  the\ 
can  rise  nicely  for  years,  even  it  their 
small,  growth  brethren  stall. 

Here  are  five  classic  and  good  l*vaJ 
ue"    stocks    from    the    1,500    stock 
small  cap  world:    l\ru\t]s   &  Si  nit  ton 
(30),   Edison   Brothers  (34),   I'lcnunn 

Cos.  (38),  H.B.Fulltr(44)*nd  Harris 

Corp.  (26).  ■■ 
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3eraldine  Weiss'  relatively  simple  dividend-yield 
model  has  beaten  the  market  over  the  last 
five  years.  Will  it  do  as  well  in  the  next  five? 

Dividend  watch 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


If  you  think  that  the  investment  let- 
ter industry  caters  only  to  the  hyper- 
active trader  of  risky  secondary  stocks, 
you  may  not  know  about  Geraldine 
Weiss'  2 5 -year-old  Investment  Quali- 
ty Trends.  Written  by  Weiss  in  La 
Jolla,  Calif.,  the  $250-a-year  letter  is 
one  of  the  few  whose  model  portfolio 
has  beaten  the  market  over  the  last 
five  years. 

Weiss  is  a  devotee  of  the  dividend- 
yield  model.  For  her,  value  is  a  func- 
tion of  a  stock's  current  yield  in  rela- 
tion to  its  dividend-yield  history.  In 
business  schools  today,  a  popular  the- 
ory about  security  valuation  holds 
that  a  share's  value  is  equal  to  the 
discounted  present  value  of  the  divi- 
dends the  company  is  likely  to  pay 
into  the  future.  But  Weiss'  model  is 
simpler  than  this.  She  considers  a 
stock  to  be  undervalued  if  it  is  trading 
cheaply  enough  to  put  its  dividend 
yield  at  the  high  end  of  the  historical 
yield  range  for  that  stock.  It's  overval- 
ued if  the  current  yield  is  significandy 
below  the  long-term  average. 

Consider,  for  example,  the  fact  that 
Wal-Mart's  yield  has  fluctuated  over 
the  years  between  a  low  of  0.3%  and  a 
high  of  2%.  If  you  can  buy  when  it 
yields  2%,  says  Weiss,  then  you  stand 
to  gain  as  the  stock  climbs  enough  to 
bring  the  yield  back  down.  Converse- 


ly, if  Wal-Mart  were  yielding  0.3%, 
then  the  stock  would  be  overvalued. 

Naturally  there  are  dangers  inher- 
ent to  this  approach.  Few  would  ar- 
gue with  the  idea  that  other  things 
being  equal — ceteris  paribus,  as  the 
economists  say — the  stock  with  a 
higher  payout  is  worth  more.  Unfor- 
tunately, ceteris  are  rarely  paribus. 
Earlier  this  year,  for  example,  Chrys- 
ler was  yielding  a  historically  high 
10%.  That  was  because  investors  ex- 
pected Chrysler  to  cut  its  dividend. 
Sure  enough,  in  March  Chrysler 
halved  its  dividend,  and  today  the 
stock's  yield  at  4.3%  is  much  closer  to 
its  historical  average. 

To  reduce  her  vulnerability  to  this 
prospect,  Weiss  limits  her  stock  selec- 
tion to  about  350  companies.  She 
includes  in  her  letter's  universe  only 
those  companies  that  are  rated  at  least 
an  A  for  quality  by  Standard  &  Poor's 
and  whose  dividend  payout  has  been 
uninterrupted  for  at  least  25  years. 
She  further  insists  that  a  company  has 
increased  its  dividend  in  at  least  5  of 
the  last  12  years,  and  that  earnings 
have  improved  in  at  least  7  of  the  last 
12  years.  (Chrysler  is  not  part  of  this 
select  group.) 

How  well  does  this  commonsensi- 
cal  approach  work?  Overall,  Weiss' 
stock  recommendations  have  fared 
quite  well.  Over  the  last  five  years,  for 
example,  Weiss  ranks  in  11th  place 
among  the  70  letters  tracked  by  my 
Hulbert  Financial  Digest,  with  a  com- 
pound annual  return  of  12.5%,  pre- 
tax. This  contrasts  with  the  Wilshire 
5000's  1 1.2%.  (Both  figures  are  total 
return.)  In  addition,  this  above-mar- 
ket performance  was  turned  in  with 
about  20%  less  risk  than  that  associat- 
ed with  the  average  stock. 

To  be  sure,  Weiss'  record  was 
helped  by  the  fact  that,  until  recently, 
blue-chip  stocks  have  generally  per- 
formed much  better  than  smaller-cap 
stocks.  Sooner  or  later,  however,  sec- 


ondary stocks  will  again  consistently 
outperform  the  blue  chips.  When  the 
shift  occurs,  the  dividend  yield  mod- 
el's results  will  not  stack  up  as  well 
against  the  broad  market,  for  the  sim- 
ple reason  that  secondary  stocks  rarely 
pay  dividends  consistently  enough  to 
be  charted  in  Weiss'  universe.  But 
they  will  probably  surge  ahead  of  the 
biggest-cap  stocks.  Between  1975 
and  1983,  for  example,  the  last  period 
in  which  secondaries  led  the  market, 
small-firm  stocks  more  than  doubled 
the  return  achieved  by  blue-chip 
stocks. 

Still,  the  dividend-yield  model  has 
earned  its  place  as  a  weapon  in  your 
stock  selection  arsenal.  In  fact,  its 
success  raises  another  interesting 
question:  Can  dividend  yield  also  be 
used  to  time  the  market? 

Studies  have  responded  to  this 
question  with  a  qualified  yes.  The 
model  is  especially  useful  when  the 
market's  yield  is  at  extremes.  For  ex- 
ample, the  model  has  correctly  pre- 
dicted the  market's  12-month  direc- 
tion on  every  occasion  in  this  century 
when  the  yield  on  the  dji  reached  its 
historical  extremes  of  3%  (a  sell  signal) 
or  6%  (buy).  The  model  gave  a  sell 
signal  on  stocks  when  their  yield 
dropped  below  3%  in  April  1987,  for 
example,  six  months  before  the  crash. 

The  drawback  of  dividend  yield  as  a 
market  timing  indicator  is  that  most 
of  the  time  the  market  trades  some- 
where between  these  extremes — as  it 
does  today,  with  the  dji  sporting  a 
3.4%  yield.  This  no-man's  land  yield 
suggests  that  the  market  is  closer  to 
being  over-  than  undervalued.  But  it 
also  means  that  the  market  could 
increase  by  12%  (to  around  3300) 
before  it  yields  3%  and  a  strong  sell 
signal  is  generated.  Such  are  the  inter- 
pretation problems  with  most  simple 
arithmetic  models. 

Which  stocks  should  you  consider 
if  you  are  betting  on  3300?  Of  the  350 
stocks  she  regularly  reviews,  Weiss 
currendy  rates  51  as  undervalued. 
Two  that  she  currendy  highlights  as 
having  special  investment  attraction 
are  Cipsco,  Inc.  (the  holding  compa- 
ny for  Central  Illinois  Public  Service) 
and  Echlin  (the  manufacturer  of  auto- 
motive replacement  parts).  Cipsco  is 
currendy  trading  at  24%  and  yielding 
7.5%.  Echlin  sells  for  12  and  yields 
5.8%.  wm 
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The  current  bull  market  has  reminded  me  of  the 
importance  of  technical  indicators.  Here's  what 
to  look  for  well  ahead  of  the  next  big  bear  market. 

I  fought  the  tape 
and  the  tape  won 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


Having  missed  the  great  stock  mar- 
ket rally  of  1991,  I  have  been  the 
recipient  of  much  well-meaning  ad- 
vice. "Shad,"  counsels  a  fellow  hedge 
fund  manager,  "I  think  you  would  be 
happier  and  more  prosperous  if  you 
followed  the  stock  market  instead  of 
preoccupying  yourself  with  company 
fundamentals . ' '  This  is  another  way  of 
saying  "Don't  fight  the  tape." 

It  seems  to  me  that  giving  in  to  the 
tape  has  become  the  accepted  style  of 
the  1990s,  not  only  in  the  stock  mar- 
ket, but  throughout  American  life. 
More  so  than  I  can  remember,  public 
opinion  is  now  subject  to  manic-de- 
pressive swings,  to  rapid,  mindless 
and  overwhelming  change.  As  a  com- 
pulsive and  occasionally  successful 
tape  fighter,  I  am  troubled  and  at  the 
same  time  compelled  to  adapt. 

Two  stock  market  eras  stand  out  in 
my  memory  as  career-making  periods 
of  opportunity.  The  first,  the  severe 
bear  market  of  1973-74,  was  an  op- 
portunity for  value  buyers.  The  sec- 
ond, the  runaway-tape  bull  market  of 
mid- 1983,  was  an  incredible  oppor- 
tunity for  short-sellers.  Until  the  mar- 
ket took  off  in  January,  I  mistakenly 
thought  I  would  get  a  chance  to  relive 
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the  first  era.  Now  I  believe  that  I  will 
get  a  chance  to  relive  the  second. 

During  the  bear  market  of  1973- 
74,  I  was  a  rookie  in  the  securities 
business.  Month  after  month  volume 
dragged  and  prices  slid  lower.  I  have 
saved  a  profile  of  Warren  Buffett  pub- 
lished in  the  Nov.  1 ,  1974  issue  of  this 
magazine.  A  few  of  Buffett's  lines  are 
interesting  because  they  represent  the 
antithesis  of  what  is  happening  today. 
"Today  on  Wall  Street,"  said  Buffett, 
"they  say,  'Yes,  it's  cheap,  but  it's  not 
going  to  go  up.'  That's  silly.  People 
have  been  successful  investors  be- 
cause they've  stuck  with  successful 
companies.  Sooner  or  later  the  market 
mirrors  the  business.  .  .  .  Now  is  the 
time  to  invest  and  get  rich."  It  was 
one  of  investing's  greatest  calls. 

A  short  while  ago  the  market 
seemed  to  be  setting  the  stage  for  a 
replay  of  1973-74.  With  or  without 
the  war  in  the  desert,  we  were  headed 
for  a  recession.  If  the  war  had  not 
taken  place,  consumers  and  business- 
es could  have  liquidated  debt  and 
restored  liquidity  to  their  balance 
sheets  in  an  orderly  fashion  over  an 
extended  period  of  time.  Stock  prices 
would  have  drifted  lower,  and  the  sort 
of  across-the-board  values  we  usually 
associate  with  bear  market  bottoms 
would  have  presented  themselves. 

That  didn't  happen.  Conventional 
wisdom  today  is  that  dividends,  cash 
flow,  earning  power  and  other  busi- 
ness values  aren't  very  relevant  to 
stock  prices:  An  investor  needs  to  buy 
stocks  simply  because  they  are  going 
up.  Don't  fight  the  tape. 

What  happened  was  this:  Plunging 
consumer  confidence  caused  the  Fed- 
eral Reserve  to  act  faster  than  usual. 
Liquidity,  which  the  Fed  has  so  gener- 
ously  provided,   and   war   euphoria 


have  fueled  a  gigantic  stock  market 
rally.  In  terms  of  its  breadth,  power 
and  early  speculative  froth,  the  bull] 
market  of  1991  exceeds  anything  that 
I  have  ever  experienced. 

From  this  rally's  earliest  days  in 
mid-Januarv  1991,  the  cry  has  gone 
up,  "It's  1982-83  all  over  again!" 
Belatedly,  I  have  concluded  that  the 
comparison  is  valid,  although  there 
are  a  few  major  distinctions.  This  bull 
market  followed  the  briefest  bear 
market  on  record  (July  through  Oc- 
tober 1990).  At  2.5  times  book  value 
and  18  times  earnings  on  the  major 
stock  market  indexes,  this  market  is 
now  very  expensive  relative  to  1982. 

If  the  fall  of  1974  was  the  golden 
age  for  value  buyers,  the  summer  of 
1983  was  the  golden  age  for  short- 
sellers.  In  1983  the  public  came  into 
the  market  en  masse  and  Wall  Street 
accommodated  these  indiscriminate 
buyers  with  a  huge  list  of  preposter- 
ously overvalued  initial  public  offer- 
ings. Beginning  in  July  1983,  these 
issues  routinely  collapsed.  Thanks  to 
Wall  Street's  printing  presses,  the  sup- 
ply of  stock  overwhelmed  demand. 

The  interesting  thing  is  that  from 
the  depths  of  the  bear  market  in  Au- 
gust 1982  until  the  peak  in  specula- 
tive froth  in  June  1983,  only  ten 
months  elapsed.  Here  we  are  eight 
years  later  and  six  months  into  a  bull 
rally,  and  stock  market  events  if  any- 
thing move  faster  than  they  used  to. 
The  calendar  of  stock  offerings  is  be- 
ginning to  equal  that  of  1 983.  Corpo- 
rations are  selling.  Insiders  are  selling. 
The  public,  directly  and  through  mu- 
tual funds,  is  buying. 

Most  short-sellers,  myself  includ- 
ed, are  suffering  from  battle  fatigue. 
We  fought  the  tape  and  the  tape  won. 
Like  the  good  little  technical  analyst 
that  this  market  has  forced  me  CO 
become,  the  next  time  I  become  ag 
gressive  on  the  short  side,  I  would 
prefer  to  have  the  tape  as  my  ally. 

Signs  to  look  for?  Simple.  When  the 
cumulative  advance/decline  number 
turns  decidedly  down  that  is,  when 
more  stocks  decline  than  advance  00 
most  trading  days  mk\  when  public 
stock  offerings  meet  resistance  in  the 
marketplace,  I  think  the  time  will  be 
ripe  to  act  as  a  lew  smart  short  sellers 
did  in  the  summer  of  1983.  And  when 
will  those  twin  events  transpire?  Per 
haps  in  this,  the  summer  <>!  L991    ■ 
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The  buying  fever  that  has  gripped  the  stock  market 
in  the  past  few  months  has  been  a  splendid 
opportunity  for  investors  of  every  stripe  to  make 
money.  A  3,500  reading  on  the  Dow  is  back  in  view. 

As  the  rise  continues,  the  chances  are  it  will  be  more 
selective.  It  hasn't  taken  long  for  some  stocks  to  be 
overvalued.  Others  have  yet  to  realize  their  full 
potential.  In  this  second  phase,  the  race  will  go  to 
the  investor  who  has  an  eye  for  individual  stocks 
powered  by  something  other  than  market 
momentum.  There  will  be  a  search  for  hidden 
values. 

Trouble  is,  it's  more  and  more  difficult  to  get  reliable 
information  on  stocks.  Wall  Street  insiders  are 
bemoaning  the  slimming  down  or  elimination  of 
research  staffs  at  brokerage  houses. 

As  a  result,  even  institutions  are  forced  to  focus 
on  short-term  factors  and  to  neglect  reasoned 
judgments  based  on  solid  research.  However,  a  few 
savvy  investors  have  found  an  answer. 

The  Forbes  Special  Situation  Survey  helps  the 
sophisticated  individual  investor  fill  the  research 
gap  and  uncover  stocks  with  the  greatest  profit 
potential  at  any  state  of  the  market. 

During  the  year,  we  recommend  twelve  stocks. 


We  prepare  a  thoroughly  researched  report,  usually 
about  12  to  14  pages  long,  detailing  everything  you 
would  want  to  know  about  the  company  before 
buying  it.  We  level  with  you  about  why  we  think 
the  current  price  is  low  and  why  a  40%  or  better 
gain  is  in  the  cards. 

Virtually  all  of  our  companies  are  listed  on  the  New 
York  Stock  Exchange.  We  tend  to  favor  strong 
companies  in  distressed  industries.  Many  have  been 
through  the  wringer  and  are  better  for  it.  All  have 
strong  underlying  asset  value  and  solid  balance 
sheets. 

As  with  all  investing,  there  are  risks.  The  situation 
may  not  work  out.  However,  we  believe  the  upside 
potential  of  each  stock  is  far  greater  than  the 
downside  risk.  (Needless  to  say,  the  kind  of  stocks 
we  choose  also  tend  to  do  well  in  down  markets. 
We  are  not  market  timers.  Value  is  value.  If  the 
market  doesn't  agree  with  us  now,  we  can  wait  until 
it  does.  Our  subscribers  are  investors,  not  traders.) 

Whenever  we  make  a  recommendation,  we  keep 
you  posted  with  frequent  follow-up  reports-giving 
you  an  update  on  whether  events  are  working  out 
as  planned.  We  also  tell  you  when  to  take  your 
profits  and  sell.  It's  a  comprehensive,  self-sufficient 
investment  advisory  service  that  might  be  right  for 
you. 

A  Trial  Offer 

You  are  invited  to  receive  five  recommendations 
from  Forbes  Special  Situation  Survey  as  a  trial  for 
$245.  A  1/2  point  gain  on  a  500-share  lot  from  any 
recommendation  could  cover  the  cost.  This  includes 
any  reviews  or  close-outs  on  these  stocks  issued 
during  the  period  of  the  subscription.  And  you  get 
a  money-back  guarantee  on  the  unused  balance  of 
the  subscription  if  you  should  decide  to  cancel  at 
any  time.  To  order,  fill  out  and  return  the  coupon. 
The  subscription  will  begin  with  the  next 
recommendation  to  be  released. 


Forbes  Special  Situation  Survey 

60  Fifth  Avenue,  New  York,  NY  10011 

Yes,  enroll  me  as  a  trial  subscriber  to  Forbes 
Special  Situation  Survey.  Send  me  the  next  5 
recommendations  covering  specific  stocks  on 
the  understanding  that  I  may  cancel  at  any 
time  and  receive  a  refund  on  any  unused 
balance  of  my  subscription. 

NYC  orders,  add  8 '/  4% .  Other  NYS ,  Ca,  III, 
add  tax  as  required  by  law. 


□  Check  for  $245  enclosed  Charge  my  credit  card:  □  American  Express   □  Mastercard    □  Visa 
No. Exp.  Date 

Name 


(please  print) 


Address 


City. 


State 


Zip 
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MONEY  a  INVESTMENTS 


Thanks  to  deregulation,  airfares  are  dropping,  traffic 
is  up  and  there  are  more  carriers.  Is  this  bad? 


Monopoly: 


s 


BY  THOMAS  SOWE 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


What  do  you  call  an  industry  that 
lost  $2  billion  last  year,  has  laid  off 
40,000  workers  in  seven  months  and 
has  a  couple  of  firms  in  bankruptcy? 
Some  call  it  "monopolistic." 

This  industry  is  the  airline  industry, 
and  it  has  been  going  through  rocky 
times.  But  those  people  who  have 
never  reconciled  themselves  to  airline 
deregulation  are  desperate  to  find 
something  to  object  to.  Monopolistic 
is  the  best  they  can  come  up  with. 

Like  so  many  strange  conclusions, 
this  one  is  based  on  blind  faith  in 
statistics.  In  a  number  of  major  air- 
ports, more  than  half  (and  sometimes 
four-fifths  or  more)  of  the  gates  be- 
long to  one  airline — to  United  Air- 
lines in  Chicago's  O'Hare,  to  TWA  in 
St.  Louis,  to  Northwest  in  Minneapo- 
lis, or  to  USAir  in  Pittsburgh,  for 
example.  There  are  perfectly  rational 
economic  reasons  for  these  arrange- 
ments, which  is  not  to  say  that  they 
will  be  viewed  rationally  by  politi 
cians,  journalists  or  academics. 

Airports  where  one  airline  has  most 
of  the  gates  are  typically  the  hub  of 
that  airline's  operations.  The  hub  ar- 
rangement enables  a  given  number  of 
planes  to  connect  with  far  more  cities 
than  if  the  same  cities  had  to  be 
connected  directly  by  nonstop  flights. 
Connections  can  also  be  arranged  in 
such  a  way  that  planes  fly  with  more  of 
their  seats  filled. 


But,  as  so  often  happens,  economic 
sense  translates  into  political  hysteria. 
In  Congress,  Republican  Senator 
John  C.  Danforth  of  Missouri  has 
spoken  of  the  prospect  of  three  air- 
lines "dominating  our  skies,  control- 
ling our  airports  and  dictating  prices 
to  consumers."  Business  Week  has 
chimed  in  with  similar  rhetoric  about 
"fortress  hubs  where  one  or  two  carri- 
ers control  most  of  the  traffic"  and 
"dominate  the  skies." 

Judging  from  their  profit-and-loss 
statements,  a  lot  of  these  airlines  must 
not  be  very  good  dominators  or  are 
"dictating"  the  wrong  prices.  But 
behind  such  hysteria — made  farcical 
by  a  sea  of  red  ink — are  some  very 
serious  misunderstandings  and  biases, 
reinforced  in  some  cases  by  some  very 
clear-headed  self-interest  by  special 
organized  groups,  such  as  airline  pi- 
lots and  flight  attendants,  as  well  as 
some  airlines  that  are  losing  out  in  the 
competition  and  perhaps  yearning  for 
the  good  old  days,  when  the  Civil 
Aeronautics  Board  set  fares  high 
enough  for  everyone  to  make  a  profit. 

Statistical  market  shares — even  if 
they  reach  100% — say  nothing  about 
monopoly,  unless  the  firm  can  pre 
vent  consumers  from  getting  the 
same  product  from  somebody  else.  It 
may  sound  ominous  to  say  that  more 
than  half  of  the  passengers  who  fly  out 
of  Atlanta  fly  on  Delta  Air  Lines,  but 
many  of  these  passengers  are  neither 
starting  nor  ending  their  travel  in 
Atlanta.  Market  share  statistics  in  this 
intermediate  stopover  city  say  noth- 
ing about  these  passengers'  options  in 
going  from  their  city  to  their  ultimate 
destination.  For  example,  in  flying 
from  Cleveland  to  New  Orleans,  a 
passenger  may  fly  through  Atlanta  on 
Delta,  but  can  also  fly  through  Mem 
phis  on  Northwest,  through  St.  Louis 
on  iwa  or  through  Chicago  on  Unit 
ed.  The  passenger  is  not  controlled  by 
any  of  these  airlines,  however  high 
that  airline's  percentage  of  the  gates 


or  the  passengers  at  any  given  airportl 

Despite  generally  lower  airfares  af| 
ter  deregulaton,  a  case  has  been  mad( 
that  airfares  have  risen  for  those  pas] 
sengers  whose  flights  begin  or  end  in  a1 
hub  city  where  one  airline  does  the 
•bulk  of  the  business.  But  different! 
government   agencies   have   reache( 
different  conclusions  after  examining 
the  same  statistical  record,  which  is 
mixed  and  complicated.   Even  if  it 
were  proved  that  people  living  in 
hub  city  pay  more  to  fly  on  the  leadingl 
airline  in  that  city,  the  answer  is  morel 
competition,  not  more  government! 
regulation,  or  an  antitrust  case  that| 
can  drag  on  for  a  decade. 

The  problem  is  not  deregulation! 
but  the  fact  that  deregulation  has  not 
gone  far  enough.  Airports  themseh  es  | 
need  to  be  deregulated — they  already 
have  been  in  Britain — so  that  there 
can  be  open  competition  among  air- 
lines for  gates  and  open  competition 
among  planes  to  buy  landing  rights. 

In  the  absence  of  government  reg 
ulation  of  airports,  market  forces 
would  both  compel  and  enable  air- 
port expansion  to  take  place  where 
needed.  Moreover,  market  competi- 
tion can  also  lead  to  more  efficient 
rationing  of  existing  airport  capacity, 
so  that  a  Learjet  with  two  people  in  it 
does  not  take  up  precious  landing 
time  at  a  major  airport  during  con- 
gested hours,  while  packed  747s  have 
to  circle  overhead  waiting  their  turn. 

Despite  alarms  based  on  statistics, 
there  is  nothing  either  mysterious  or 
ominous  about  the  "concentration" 
of  airline  traffic  at  particular  airports. 
Nor  should  it  be  surprising  that  some 
airlines  that  thrived  in  the  sheltered 
hothouse  of  regulation  are  unable  to 
survive  in  the  bracing  winds  of  com- 
petition. Even  as  the  shakeout  contin 
ues  and  consolidations  proceed,  tin: 
number  of  survivors  still  exceeds  the 
number  of  airlines  flying  before 
deregulation. 

More  important,  airline  passengers 
have  benefited  greatly  from  reduced 
fares,  and  the  number  of  passengers 
flying  has  risen  from  less  than  275 
million  annually  in  1978  to  nearly 
500  million  today.  These  passengers 
have  saved  an  average  of  $10  billion 
annually  from  lower  fares  From  the 
standpoint  of  the  consumers  ami  the 
economy,  thai  is  the  bottom  line 
that  matters  ■■ 
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REAL  ESTATE 


GOLF  VIDEOS 


CORPORATE  ITEMS 


BUCKS  COUNTY  PA. 

HORSE  FARM 
ABSOLUTE  A  UCTION 


A  magnificent  86  acre  showplacc  facility  in 
picturesque  Bucks  County.  Located  only  1 
hour  from  NYC  and  Philadelphia  near 
scenic  New  Hope,  PA  and  Remington,  NJ. 
7  handsomely  appointed  barns  with  25 
stalls,  impressive  office  complex,  4 
charming  residences.  Easy  access  to  race 
tracks  in  PA,  NJ,  NY,  MD,  and  Del. 
Currently  serving  as  a  Thoroughbred 
breeding  and  yearling  operation.  To  be  sold 
at  auction  on  July  10,  1991.  For  detailed 
brochure  or  appointment,  call  (800)  272-1 171 . 


Alderfer  Auction  Company 

P.O.  Box  1,  Harleysville,  PA  19438 


Successful,  well-established 
New  York  City  Real  Estate 
Firm,  with  excellent  track  rec- 
ord in  commercial  property  mar- 
ket— seeking  five  investment 
partners.  Reply  in  confidence  to 
#30  Forbes  Magazine, 60  Fifth 
Ave..N.Y.,N.Y.  10011. 


US 


REPOSSESSED 
TEXAS  REAL  ESTATE 

Foreclosed  income  properties, 
commercial  land,  farms,  ranches 
and  small  acreage  tracts. 
Seller/Bank  financing.  Call  (512) 
479-2722  for  information  and 
brochures. 


PROFESSIONAL  WORKSHOPS 


Professional  Consulting 
Skills  Workshop 

Basic  and  advanced  consulting  skills, 
techniques  and  methods.  Taught  by 

experienced  consultants.  Designed  for 

internal  and  external  consultants. 

World-Class.  Results  Guaranteed. 

AOME  Management  Consultants 

P.O.  Box  8248,  Omaha,  NE  68108 

l-(800)  626-4142 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

*Vc  buy  &  sell  Diamotids  and  all  Precious 
jemstones  Free  wholesale  catalog  since 
l%7'  Member  Jewelers  Board  of  Trade  & 
rhamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


PRESENTED  BY  N.G.F. 

(Over  One  Hour) 
PGA  Magazine  "...I  believe  this 
series  will  be  one  of  the  most 
important  steps  ever  taken  in  mass 
golf  education..."  Vol.  I  $11.99;  Vol. 
II  $11.99;  Vol.  I  &  II  $20.99;  $3.50 
shipping  &  handling. 
To:  J.M.D.  155  Mine  Hill  Road, 
Hackettstown,  NJ  07840. 

(One  week  delivery) 


BOATS 


THE  POKE  BOAT 

ITS  EVERYTHING  A  CANOE  ISNT. 
It  weighs  only  28     f\      Call  toll-free 
pounds  For  less     /       \  1-800- 

than$800you       /  \  ^p. 

can  buy  /  V  JD*" 

more  than      ///  Yv     0190 

a  canoe 


COMPUTERS 


|jjjjl2Jylj2 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy®  Computers 

Radio  Shack®  phones  ...  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


It  keeps 

more  than 

memories 

alive. 


THE  AMERICAN  HEART 

ASSOCIATION 

MEMORIAL  PROGRAM . 


«**  American  Heart 
"  Association 


This  space  provided  as  a 
public  service 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 

pleasecall:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  F15,  119  N  11th  St.,  Greenpoint,  NY  11211 


EXECUTIVE  GIFTS 


ART  &  ANTIQUES 


POfiO  /^Affordable  limited 
»  "^*W«#  edition  prints  »*-»-»-. 
of  famous  Walt  Kelly  f       \ 

art  from  Smithsonian  p)    ^     ,5 

exhibit.  Great  gifts; 
collectors'  items.  Write 
for  info  to  POGO  ART, 
18  Coolidge  Avenue 
Stamford,  CT  06906, 
or  call  (203)  359-6902. 


WRITING  SERVICES 


YOUR  LIFE  STORY 


Autobiographies,  biographies, 
company  histories,  and  family 
histories  professionally  written. 


1-800-424-0440 


MAIL  ORDER 


Inclinetti 
Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly  and 
easily  with  Incli- 
nette,  the  cus- 
tom-built, single- 
seat  stair  lift  from 
Inclinator  Co.  of 
America.  For 
more  informa- 
tion, write  today: 
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INCLINATOR 
if 


COMPANY     OF 


AMERICA 


Dept.  7 

P.O.  Box  1557 

Harrisburg,  PA  17105-1557 


HEALTH  AND  FITNESS 


STOP  SWEAT 
6  WEEKS 

Drionic®  is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effective  say 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO.  Dept.  F0B-44 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 

O  IMOGEN  MED  CO 


FEET 


FORBES  MARKET 


FINANCIALSE1RVICES 


CORPORATE  ITEMS 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  'take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


#1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by  _  1 

Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zwelg  Forecast  trial. 
Time  is  crucial.  EnRA  BQNUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


BUSINESS  OPPORTUNITIES 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  A  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING! 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


We  will  market  your  product 
on  TV  at  no  cost  to  you 

International,  direct  response,  TV 

marketing  company  will  invest  in  your 

product:  TV  commercial,  media  and 

more.  Royalties  and  joint  ventures 

available.  If  you  have  a  unique,  mass 

marketable  product  with  national 

potential  write  to:  Product  Development, 

Synchronal  Marketing,  Inc. 

1515  Broadway,  NY,  NY" 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic  .  . 
Instantly1  Terrific  10  second  demonstration!  Fast 
$3  49  seller  pays  $2  90  profit!  Big  volume  Chain 
Store  item  Exclusive  territory. 

FREE  SAMPLE  "%%$&« 

QOQ     1312-FB     WASHINGTON  AVENUE 
llCXO     ST  LOUIS,  MO  63103-1989  U  S  A 

Phone  or  write:  314-241-8 


BUSINESS  OPPORTUNITIES 


Network  Marketing  at  its  finest: 
"The  Safe  Way  To  Wealth." 

Our  group  provides  comprehensive  executive 
training  and  support  using  professional  in- 
house  materials  We  get  predictable  results  of 
time  freedom  and  extraordinary  income  We 
are  looking  for  sincere  professionals,  seeking 
a  viable  alternative  to  a  franchise  or  the  40 
year  employment  plan.  Financial  retirement 
possible  in  2-4  years 

Contact  Tony  Musso,  IMS  Inc. 
1-800-845-8901 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 

P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP  •  302-652-6532 


iawtire 
<Rmstry 

khtd. 


SIX  FIGURE  CEO  LOOKING 
FOR  CLONES 

ONLY  THOSE  PEOPLE  WITH 

UPPER  LEVEL  MANAGEMENT 

EXPERIENCE  NEED  APPLY 

1-800-326-3165 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 

Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 

Tuscaloosa,  Alabama  35403 


BUSINESS  SERVICES 


EDUCATIONAL  SERVICES 


BUSINESS  CARDS 

500  for  $19.95 

1000  for  $25.95 

5000  for  $99.95 

One  color  ink  on  white  80  lb. 

card  stock.  8  colors  ink. 

RAISED  PRINTING  send  to: 

WWAA  PO  BOX  6545 

Canton,  Ohio  44706-6545 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government/ 

Write  Ki 

Free  Buiineu  <  atalog 

I    9    dovcrnment  Printing  Office 

Office  of  Marketing—  Slop  SM 

Washington    IX    2040I 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

for  Work  Lite  and  Academic 

fipenenct  No  Classroom 

Attendance  Required 

1  •  800-423-3244 

or  send  detailed  resume 
lor  Free  f  valuation 

Pacific  Western  University 

6O0  N  SepulvMU  Blvd    Dtp!   185  Los  Angeles  CA  90049 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

Business  ft  Public  Admimslration 

Cnminii  Justic*  Mgl    Theology  LAW 

F.n«nci*i  aid  available 

TOLL  FREE  24  hn.  (800)  759-0005 

LA  SALLE  UNIVERSITY 
MandevMIe  LA  704/0  4000 


FORBES  MARKET/CLASSIFIED 

Advertising  closing  date  is  one  month  preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave..  N.Y..  NY  10011 

(212)  620-2440 


Forbes:  Capitalist  Tool® 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


FORBES  MARKET 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


PROSTOCK 

THE  EXPERT  SYSTEM  FOR  STOCK  TRADING. 


<IOW  GET  CLEAR,  OBJECTIVE 
TRADING  SIGNALS  BASED 
DN  POWERFUL  ANALYSIS 
AND  WINNING  STRATEGIES. 

3R0*ST0CK™  from  Black  River 
Systems  Corp.  analyzes  2,500 
NYSE  and  ASE  stocks.  And  reports 
to  you  daily  through  your  PC  on 
your  stocks  —  with  clear,  objective 
Buy,  Sell,  Hold  signals,  and 
protective  Stop  orders. 

SPECIAL  LIMITED  OFFER.  The 

PR0*ST0CK  system  is  only  $845, 
which  includes  a  full-day  "hands- 
on"  investment  seminar  (space  is 
limited).  Also  available  as  a  mail 
order  package. 


COMPARE  PERFORMANCE 

ESTIMATED  PORTFOLIO  PERFORMANCE  » 

Period  ending  12/31/90 

12  MONTHS 

54  MONTHS 

BLACK  RIVER 

SYSTEMS                        + 

23.0% 

+324.4% 

Shearson  Lehman 

2.7 

63.4 

Merrill  Lynch 

5.7 

37.4 

Smith  Barney 

6.5 

69.0 

Goldman  Sachs 

6.7 

69.8 

Dow  Jones  Ind.  Avg 

0.5 

64.6 

S&P  500  Stock  Index 

3.1 

53.6 

INVESTMENT  SEMINARS 

NEW  YORK  June    8       CHICAGO  June  15 
HOUSTON  June  22  L.A.  June  29 

For  details  or  to  order  PRO* STOCK  and 

seminar  reservations,  call  today 

1  800  443  1819 

1-800  841  5398 


•  Source:  All  except  BRSC,  Zacks  Invest.  Rsch.,  from  Wall  Street  Journal  2/20/91.  Individual  investors' 
results  may  vary.  Past  performance  is  no  indication  of  future  performance. 


REAL-TIME 
QUOTES 

OVER  YOUR 
PHONE. 


CopyngM   ©   1901    Do~  lo.vci  &  Co.«i><in» 


With  DowPhonef  your  touch-tone 
phone  gives  you  instant  access  to 
Real-Time  Quotes  on  stocks,  op- 
tions, commodities  and  indexes, 
including  the  Dow  Jones  Averages? 
Hear  reports  on  U.S.  and  foreign 
stocks,  bonds  and  currencies  plus 
breaking  news  on  thousands  of 
companies.  Call  now  and  ask  for 
a  free  demonstration.  You'll  get 
$1 5  worth  of  usage  FREE  when  you 
pay  the  $15  sign-up  fee. 

Call  today.  1  800  345-NEWS 


DOWPHONE 

Real-Time  Quotes/Company  News 


CAPITAL  AVAILAB"  E 


CAPITAL  AVAILABLE 


;or  viable  expansion  projects  and  excit- 
tig  start-ups.  $250,000.  USD.  and  up 
Irokers  Welcome. 


FRANCHISING 


IARCLAY  CONSULTANTS 


(407)  788-G2G7 


VENTURE  CAPITAL 

quity.  debt,  joint  venture  tor  Corporate 
art-tip  or  expansion.  Real  Estate, 
enlure  funding.  No  Front  Fees  Brokers 
fotected,  Send  business  plan  to:  Jim 
ladden.  World  Venture  Partners.  Ltd  . 
703  Yates  Drive.  #200.  Westminster, 
olorado  80030.  (303)  428-1800  Fax 
103)428-1924. 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists. 

Frcincorp 

Now  York        Chicago      Los  Angolos 

Ji'  Put  *••«„•  ?0/00<><M»">i>'»0".#        Mliw  C •"'«'>  B'.o 

n*»  »o>n  Nt  tOO"      0<r-M>*  '  e<as  $.  •0*6 '      i  o»  *^o«<4t  C*  «0O4*> 
(212)9223600      (704)4612900        (21 3)  336-OO00 

1-800-877-1103 


Attn:  CEOs  and  CFOs 

Reach  20,000  brokers  directly 
through  their  own  publication 


Stockbrokers 
Newsletter 


Work  with  our  editors  -  a  former  Forbes 
bureau  chief  and  an  ex-J  Walter  Thompson 
copywriter  -  who  will  create  a  4-page 
newsletter,  devoted  entirely  to  your  company, 
that  will  help  build  a  large,  loyal  market  for 
your  stock  among  individual  investors  and 
investment  club  presidents.  A  single  fee 
delivers  20.000  copies  to  our  nationwide 
network  of  brokers,  6,000  to  club  presidents, 
and  copies  for  your  existing  shareholders.  To 
learn  if  your  company  qualifies,  mail  a  10-K. 
10-Q.  and  business  card  to: 
Mr.  Robert  A.  Dresser,  Publisher 
Stockbrokers  Newsletter 
3539  Ocean  View  Blvd..  Glendale,  CA  91208 


Introductory  Trial 

Value  Line 
Only  $65 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $65.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee.    "V^V" 

Call  Toll-FreeV 
1-800-833-0046 

(Ext.2686-Dept.316A13) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


REAL  ESTATE 


Own  Spectacular  Land, 

40  acres  in  the  Colorado 

Rockies.  $30,000  and  up,  1% 

down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(719)  379-3263 


FRANCHISE  YOUR 

BUSINESS  S2, 900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


*t 


J  FRANCHISES 


THAT 
J  SELL 
609-662-6446 


CORPORATE  FINANCE 


Middle  Market  corporate  financing  for 
companies  seeking  $1,000,000- 
$20,000,000  Fast  professional  results. 

William  Cavalier  &  Co.,  Inc. 
(415)  898-4515 


SECURITIES  AND  EXCHANGE 
COMMISSION  FILINGS 


Are  the  big  guys  too  busy  to  help  you? 

Do  you  need  lOK's,  10-Q's,  13-D's  etc.  NOW? 

Call  the  best 

Premier  Service  At  A  Moderate  Price 

1-800-669-1154 


GLOBAL  SECURITIES  INFORMATION  INC. 


FAST  FACTS 

ABOUT 

FORBES  SUBSCRIBERS 


•  Top  management:  53.3% 
•  Total  paid  circulation:  735,000 
Average  household  income:  $216,898 


•  Average  value  of  investment  portfolio:  $1,082,786 

•  Average  time  spent  reading  Forbes:  2  hrs.  5  mins. 

•  Read  Forbes  at  home:  89.1% 


STREETWALKER 


EDITED  BY  THOMAS  JAFFE 


The  rising  dollar: 

Who's  hurt,  who's  helped? 

The  dollar  has  turned  into  a  jugger- 
naut. Since  February  the  greenback 
has  gained  over  19%  in  value  against 
the  mark — to  a  recent  1 .74  marks  per 
dollar — and  nearly  9%  against  the  yen, 
to  138.35  yen  per  dollar. 

Among  U.S.  companies,  who's 
hurt?  "The  earnings  importers,"  re- 
plies Peter  Canelo,  chief  investment 
strategist  of  County  NatWest  USA. 

He  means  multinationals,  whose 
industries  include  food,  soft  drinks, 
chemicals,  drugs,  medical  products 
and  supplies,  household  goods,  com- 
puters and  international  oil.  Compa- 
nies in  this  group  have  extensive  man- 
ufacturing and  distribution  assets 
overseas  and  operate  in  foreign  cur- 
rencies. As  the  dollar  was  falling,  their 
foreign  currency  sales  were  translated 
back  into  more  dollars.  Now  that  it's 
rising,  Canelo  predicts  they  will  even- 
tually suffer  comparable  foreign  cur- 
rency accounting  translation  losses. 

Among  those  helped,  Canelo  con- 
tinues, will  be  companies  that  make 
their  products  here  and  sell  many  of 
them  abroad.  Wait  a  minute.  As  the 
dollar  rises,  won't  U.S. -made  goods 
become  /^attractive  to  purchase? 

"Actually,'7  Canelo  says,  "foreign 
buyers  are  jumping  in  lest  they  miss  a 
bargain."  Export  orders  are  rising 
because  U.S.  goods,  based  on  pur- 
chasing-power parity,  are  still  relative- 
ly cheap.  What  would  parity  be?  When 
the  dollar  equals  1 .90  to  1 .95  marks 
and  165  to  175  yen,  says  Canelo. 

"Until  it  reaches  that  level,"  he 
concludes,  "orders  will  go  up."  If 
Canelo's  right,  the  stocks  of  leading 
exporters  will,  too.  Among  them  are 
machinery  manufacturers  such  as  Cat- 
erpillar and  Deere;  paper  and  forest 
products  makers  like  Federal  Paper 
Board  and  Louisiana- Pacific;  com- 
modity food  producers  such  as  Archer 
Daniels  Midland;  aerospace  contrac- 
tors like  Boeing;  coal  companies;  and 
engineering  and  construction  firms 
such  as  Fluor  and  Morrison  Knudsen. 

Will  Sunrise  also  rise? 

If  growth  stocks  have  led  the  1991 
rally,  then  one  that  has  lagged  of  late  is 
$200  million  (estimated  fiscal  19 
sales)  Sunrise  Medical,  Inc.  It's  a  lead- 
ing manufacturer  of  medical  products 


for  the  rehabilitation  of  geriatrics,  the 
disabled,  and  recovering  patients. 
Since  Jan.  1  the  stock — recent  o-t-c 
price  of  23% — has  moved  up  8%. 

One  reason  for  this,  says  Candace 
Weir,  president  of  Albany,  N.Y.'s  CL 
King  &  Associates,  is  that  Sunrise  did 
so  well  prior  to  the  rally.  Between<last 
spring  and  the  end  of  1990^  it  nearly 
tripled,  to  22.  Also  hanging  over  Sun- 
rise has  been  the  entry  of  1 .4  million 
new  shares  into  the  market.  The  com- 
pany is  converting  $25  million  of 
debentures.  After  Apr.  25,  fully  dilut- 
ed shares  will  have  increased  to  6.2 
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Some  of  Sunrise  Medical's  products 
Good  for  patients,  good  for  investors. 


million. 

Once  this  conversion  is  completed, 
Weir  thinks  it  won't  be  long  before 
the  stock  again  begins  to  rise.  Sales  of 
custom  wheelchairs,  patient  aids  and 
therapeutic  mattresses — more  than 
70%  of  revenues — continue  to  grow 
at  an  aggregate  rate  in  the  low  to 
midteens.  She  also  likes  the  Torrance, 
Calif. -based  company's  improving 
balance  sheet.  Since  June  1987  Sun- 
rise, through  internally  generated 
funds,  has  cut  its  long-term  debt  from 
$71 .5  million  to  under  $50  million. 

One  possible  cloud:  Invacare 
Corp.,  tops  in  power  wheelchairs,  has 
entered  the  lightweight  wheelchair 
market  dominated  by  Sunrise.  But 
Weir  is  confident  of  Sunrise's  sales 
strategy  here,  which  targets  therapists 
as  well  as  equipment  dealers. 

For  the  fiscal  year  ending  June  30, 
she  expects  earnings  to  increase  32%, 
to  $1.40  a  share.  Her  estimate  for 
fiscal  1992  is  $1 .70.  Weir  thinks  Sun- 
rise will  hit  30  before  the  year's  out. 


Outrageous 

American  Depositary  Receipt 
(adrs)  are  U.S. -traded  certificates  d 
foreign  companies;  the  actual  stock  i 
held  by  U.S.  banks,  which  provid 
tradable  receipts  based  on  the  under 
lying  shares.  The  banks  also  disbursi 
dividends  and  financial  reports  for  th< 
foreign  companies.  "Sponsored' 
adrs  are  those  for  which  the  foreig 
company  picks  up  most  of  the  bank' 
fees.  According  to  Bank  of  New  York 
a  big  adr  issuer,  around  40%  of  th 
836  ADRS  trading  in  the  U.S.  at  th 
end  of  1990  were  sponsored. 

In  the  case  of  unsponsored  adrs 
someone  else  must  pick  up  the  U.S.) 
banks'  fees.  The  party  that  pays  is  th< 
American  holding  the  adr,  althougj 
he  or  she  may  not  know  it. 

Consider  the  case  of  hsbc  Hold- 
ings Pic,  parent  of  Hongkong  & 
Shanghai  Banking  Corp.  Its  unspon- 
sored adrs  trade  over-the-counter. 

In  April  HSBC  issued  new  stock  as 
part  of  a  corporate  reorganization  and 
four-for-one  reverse  split.  Morgan 
Guaranty,  Citibank  and  Bank  of  New 
York,  which  issue  hsbc's  unspon- 
sored adrs,  are  charging  the  holders  a 
3-cent-a-share  "cancelation"  fee  to 
retire  the  old  adrs.  Small  change? 
Hardly:  As  the  old  adrs  traded  fori 
about  80  cents,  the  fee  represents 
almost  4%  of  their  value.  And  when 
combined  with  the  fee  the  banks  take 
for  disbursing  dividends  to  the  ADR 
holders,  the  cancelation  fee  will  al- 
most totally  erase  last  year's  dividend 
payout.  Outrageous.  -Janet  Novack 

Two  for  the  price  of  one? 

It's  no  news  that  Sears,  Roebuck  & 
Co.  is  fighting  for  its  life  in  retailing. 
Yet  the  stock — recent  price  near  38 — 
has  risen  more  than  50%  since  January 
(though  it  is  still  way  below  the  high 
of  nearly  60  reached  in  1987).  Why  is 
the  stock  doing  so  much  better  than 
the  stores?  "Our  financial  services 
strategy  has  come  together,"  says 
Chairman  Edward  Brennan.  "It's  go 
ing  to  deliver  tremendous  value  to 
shareholders  through  the  1990s." 

Increasingly,  financial  services  art 
the  tail  that  wags  the  dog  at  Sears.  A 
full  88%  of  Sears1  assets  are  in  these 
units — Allstate  Insurance;  Dean  Wit 
ter,  the  retail  brokerage;  the  Discover 
and    Sears    credit    cards;    Coldwell 
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anker,  the  residential  real  estate  con- 

grn.  These  have  accounted  for  85% 

|f  Sears'  $9.9  billion  in  profits  since 

984.  In  1990  they  generated  about 

alf  its  $56  billion  in  revenues. 

|  As  a  stand-alone  company,  finan- 

lial  services  could  be  worth  $50  per 

ears  share.  Sears  the  struggling  re- 

ailer  as  independent?  Counting  un- 

lervalued  real  estate  and  anticipating 

ninimal     improvement,     its     stock 

night  fetch  over  $30.  Add  overseas 

jperations,  and  it  comes  to  at  least 

585,  more  than  double  Sears'  price. 

But  Brennan  resists  such  a  breakup. 
"Would  these  businesses  be  stronger 
vithout  the  Sears  relationship?  Absol- 
utely not!  If  you're  going  to  be  in  a 
:onsumer- driven  business,  the  bigger 
/our  base,  and  the  more  the  interac- 
tion of  that  base,  the  better  you're 
»oing  to  be." 

But  do  the  financial  operations 
really  depend  upon  the  stores?  Today 
just  15%  of  Allstate  Insurance's  agents 
ivork  in  the  stores.  Allstate  gets  home- 
Dwner  leads  from  Coldwell  Banker; 
Dean  Witter  sells  $1.2  billion  a  year  of 
ts  annuities.  Since  1986  property  and 
:asualty  lines  have  grown  a  com- 
pound 1 5%  annually,  but  such  growth 
s  expensive,  and  Sears  has  no  money 
:o  spare.  Moreover,  Sears'  debt  has 
?een  downgraded  twice  since  1989. 

Then  there's  Dean  Witter,  which 
ised  Sears'  customer  base  and  capital 
:o  create  the  Discover  card — $11.5 
million  of  receivables.  The  connection 
:o  Sears  may  be  reducing  Discover's 
growth.  Dean  Witter  runs  Discover 
vith  a  debt/equity  ratio  of  12 -to- 1  or 
ower,  versus  ratios  of  16-to-l  or 
uore  for  most  bank  credit  card  opera- 
dons.  In  1990  Discover's  return  on 
:quity  was  15%.  If  Dean  Witter  had 
lie  flexibility  to  raise  Discover's  lever- 
ige  to  a  more  competitive  level,  its 
eturn  would  exceed  20%. 

Chairman  "Brennan  argues  for  the 
synergies  inherent  in  the  current  set- 
ip.  But,  as  the  above  suggests,  there 
ire  antisynergies,  too.  While  some  of 
lie  recent  strength  in  Sears  stock 
rlearly  stems  from  those  who  bought 
)n  hopes  of  better  earnings — despite 
etailing's  woes,  the  first  quarter  was 
lp  sharply — there's  no  question  other 
)uyers  have  been  looking  for  a  break  - 
lp.  Thus  the  pressure  for  breakup 
nounts.  On  this  basis  alone,  Sears  is 
)robably  a  buy.    -Steve  Weiner  H 
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"This  is  the  way  you  always 
imagined  the  South  Pacific 


itlSTai 


exclusive 


Malcolm 


Andrew  Har 
nspoiled 
Forbes' 
paradise. 


I^em^Repori- 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^aken  as  a  whole,  Fiji  is 
'perhaps  the  most  idyllic  and 
£/l  hospitable  archipelago  in  the 

■  ™  I  South  Seas,  its  essence 

Jk*m     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
•    world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Enrol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific .. .  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


Zip. 
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Did  you  know  that  50,000 
Vision  subscribers  own  a 
private  swimming  pool? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 
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You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December.  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  31 0  Madison  Ave.,  Suite  14121,  New  York,  New  York  1 001 7.  (21 2)  953-1 308,  Fax  (21 2)953-1 61 9. 
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The  more  things  change. . ." 
170  years  ago  in  Forbes 

From  the  issue  of  May  14, 1921 ) 
'More  than  a  year  ago  Forbes  was 
bonstantly  sending  notes  of  warning 
that  bad  times  were  surely  coming. 
The  handwriting  on  the  wall  became 
very  clear  even  before  1920 
opened.  .  .  .  The  handwriting  on  the 
wall  today  is  not  yet  quite  so  distinct, 
so  that  predictions  cannot  be  made 
with  the  same  degree  of  certainty. 
Nevertheless,  most  signs  point  to 
coming  improvement  in  general 
conditions." 

'Europe,  exclusive  of  Great  Britain, 
Russia,  Turkey,  Latvia,  Esthonia  and 
Lithuania,  has  3,328,000  men  under 
arms.  France  leads  with  800,000,  and 
[may]  call  up  200,000  more  if  the 
Allies  decide  to  occupy  the  Ruhr  Val- 
ley. Poland  is  second  with  600,000." 


60  years  ago 

(From  the  issue  of  May  15,  1931) 
"Conferring  the  legal  right  to  dic- 
tate prices  all  along  the  line  is  not 
'calculated  to  improve  the  public's 
attitude  toward  Big  Business.  ...  It  is 
becoming  more  and  more  advisable 
for  the  financial,  industrial  and  com- 
mercial powers  in  this  country  to  pon- 
der the  probable  effect  proposed  lines 
of  conduct  would  have  on  the  rank 
and  file  here.  It  is  trite  to  say  that 
capital  is  on  trial.  Nevertheless,  there 
never  was  more  need  for  capital  to 
watch  its  step  and  to  scrupulously 
avoid  doing  anything  to  incite  fresh 
hostility." 

"Latest  reports  indicate  that  the  def- 
icit for  the  present  year  will  run 
around  $1.2  billion.  Total  govern- 
ment expenditures  for  the  fiscal  year 
to  end  Junq-30,  1931  are  anticipated 
at  around  $4.4  billion." 


Rapid  union  growth  pre-World  War  II 
also  brought  a  crop  of  union  jokes.  Cap- 
tion of  this  Forbes  cartoon  read, 
"They're  just  blank  signs,  lady.  We're 
only  rehearsing." 


"A  survey  just  completed  by  the 
American  Institute  of  Actuaries,  in 
which  purchasers  of  life  insurance 
were  sized  up,  reveals  that  tall  men 
buy  larger  policies  than  short  men. 
The  institute  studied  one  company's 
experience  for  16  years  and  discov- 
ered that  the  average  policy  bought  by 
men  5  feet  tall  was  $4,603,  while  men 
6  feet  tall  bought  an  average  of 
$5,220  and  the  amount  bought  by 
men  6  foot  4  inches  in  height 
stretched  up  to  $6,870." 


years  ago 


years  ago 


50 

(From  the  issue  of  May  15, 1941) 
"Our  economic  picture  has  so  many 
dark- blue  phases  that  it  may  be  timely 
to  note  some  of  its  brighter  shades. 
Reemployment  is  under  way  on  an 
unprecedented  scale:  March  brought 
a  decrease  of  887,000  in  the  unem- 
ployment rolls,  bringing  total  em- 
ployment to  the  highest  figure  since 
September  1929." 

Forbes  "May  13, 1991 


25 

(From  the  issue  of  May  15,  1966) 
"Nobody  realized  it  even  a  year  or 
two  ago,  but  there's  money  in  space — 
millions  of  dollars  right  now,  tens  of 
millions  of  dollars  eventually — and, 
behind  closed  doors  in  Washington,  a 
war  of  words  is  raging  over  who 
should  have  a  chance  to  get  how 
much.  Involved  are  the  Communica- 


Hughes 
Aircraft's 
"Early  Bird" 
satellite,  whose 
early  1966  launch 
opened  the  age 
of  satellite 
communications. 


tions  Satellite  Corp.,  American  Tele- 
phone &  Telegraph,  International 
Telephone  &  Telegraph,  General 
Telephone  &  Electronics,  Western 
Union,  the  television  networks — ev- 
eryone in  the  communications  indus- 
try, in  fact.  For  the  outcome  will  affect 
the  whole  future  of  the  industry." 

"  'Within  another  nine  years,'  says 
Westinghouse  Electric  Corp.'s  John 
H.  Clotworthy,  vice  president  in 
charge  of  the  company's  Underseas 
division  in  Baltimore,  'we  estimate 
that  10%  of  the  corporation's  sales 
revenues  will  come  from  underwater 
products  and  services.'  Since  Wes- 
tinghouse hopes  to  double  its  current 
$2  billion  to  $3  billion  sales  by  1975, 
that  10%  is  not  hay. 

"[But]  Vice  President  Don  J. 
Cretzler  of  Bissett-Berman  Corp.,  a 
San  Diego  oceanographic  instrument 
maker.  .  .  adds  that  the  ocean  'is  just 
like  a  big  vat  of  sulphuric  acid — it  eats 
up  everything  you  put  into  it.'  " 

10  years  ago 

(From  the  issue  of  May  11, 1981) 
"One  of  the  earliest  to  make  major 
use  of  quarterly  earnings  as  a  ther- 
mometer to  keep  tabs  on  corporate 
health,  Forbes  helped  bring  about 
what's  become  a  most  unhealthy  em- 
phasis on  these  figures.  .  .  .  Despite 
what  we  all  have  said  all  too  often,  'the 
bottom  line'  at  any  one  time  is  not  the 
ultimate  sole  criterion  for  judging 
corporate  worth,  corporate  pros- 
pects. It's  the  figuring  behind  that 
figure  which  gives  it  true  meaning." 
-Malcolm  Forbes 

"The  hoary  cliche  that  U.S.  business 
is  increasingly  dominated  by  a  few 
giant  companies  is  regularly  disprov- 
en  by  The  Forbes  500s.  This  year  is  no 
exception.  The  cutoF  point  for  the 
Sales  500  is  almost  exactly  $1  bil- 
lion— number  500,  Square  D,  had 
$999  million  in  sales.  That  means 
there  are  now  500  billion-dollar  pub- 
lic corporations  in  the  U.S.  While 
some  big  names  dropped  off  through 
acquisition  or  otherwise — Allegheny 
Ludlum,  Continental  and  Western 
airlines,  GAP,  Scovill,  White  Motor — 
33  new  companies  made  the  list  this 
year  in  industries  as  diverse  as  publish- 
ing (McGraw-Hill)  and  reinsurance 
(General  Re)."  ■■ 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


The  best  buy  by  way  of 
management  is  brains — 
at  any  price. 

When  profit  is  unshared, 
it's  less  likely  to 
grow  greater. 

To  be  agreeable  while 
disagreeing — that's  an  art. 

Those  carried  away  by 
power  are  soon  carried  away. 

The  hardest  time  to  tell: 
when  to  stop. 

-Malcolm  Forbes 


A  Text < 

Ye  shall  do  no 
unrighteousness  in 
judgment:  thou  shalt  not 
respect   the   person   of  the 
poor,  nor  honour  the  per- 
son of  the  mighty:  but  in 
righteousness  shalt  thou 
judge  thy  neighbour. 
-Leviticus  19:15 

Sent  in  by  Emen  Godly  Li- 
moren,  Ibadan,  Nigeria.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


There  are  more  important 
things  in  life  than  a 
little  money,  and  one  of 
them  is  a  lot  of  money. 
-Anonymous 

Money:  A  blessing  that  is 
of  no  advantage  excepting 
when  we  part  with  it. 
An  evidence  of  culture  and 
a  passport  to  polite  society. 
-Ambrose  Bierce 

Money:  A  dream,  a  piece 
of  paper  on  which  is 
imprinted  in  invisible  ink 
the  dream  of  all  the  things 
it  will  buy,  all  the  trinkets 
and  all  the  power 
over  others. 
-David  T.  Bazelon 

There  is  no  stronger  craving 
in  the  world  than  that  of  the 
rich  for  titles,  except  that 
of  the  titled  for  riches. 
-Hesketh  Pearson 

All  money  nowadays  seems 
to  be  produced  with  a 
natural  homing  instinct 
for  the  Treasury. 

-Prince  Philip, 
Duke  of  Edinburgh 


At  the  end,  the  acquisition 
of  wealth  is  ignoble  in  the 
extreme.  I  assume  that  you 
save  and  long  for  wealth 
only  as  a  means  of  enabling 
you  the  better  to  do  some 
good  in  your  day  and  generation. 
-Andrew  Carnegie 

Get  all  you  can,  without 
hurting  your  soul,  your 
body,  or  your  neighbor. 
Save  all  you  can,  cutting 
off  every  needless  expense. 
Give  all  you  can. 
-John  Wesley 

Society  can  transport  money 
from  rich  to  poor  only 
in  a  leaky  bucket. 
-Arthur  M.  Okun 

We  cannot  gamble  with  anything 
so  sacred  as  money. 

-William  McKini.ly 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  two  most  beautiful 
words  in  the  English 
language  are  "Check  enclosed." 
-Dorothy  Parker 

I'm  65  and  I  guess  that 
puts  me  in  the  geriatrics. 
But  if  there  were  15  months 
in  the  year,  I'd  only  be 
48.  That's  the  trouble  with 
us.  We  number  everything. 
Take  women,  for  example. 
I  think  they  deserve  to 
have  more  than  1 2  years 
between  the  ages  of  28 
and  40. 
-James  Thurber 

A  credit  card  is  a  money 
tool,  not  a  supplement  to 
money.  The  failure  to  make 
this  distinction  has 
"supplemented"  many  a  poor 
soul  right  into  bankruptcy. 
-Paula  Nelson 

There  is  a  great  discovery 
still  to  be  made  in 
literature — that  of  paying 
literary  men  by  the  quantity 
they  do  not  write. 
-Thomas  Cari.yi  I 

No  man  is  any  the  worse  off 
because  another  acquires 
wealth  by  trade,  or  by  the 
exercise  of  a  profession; 
on  the  contrary,  he  cannot 
have  acquired  his  wealth 
except  by  benefitting  others 
to  the  extent  of  what  they 
considered  to  be  its  value. 
-Thomas  HUXLBI 

I  never  write  metropolis 
for  seven  cents  because 
I  can  get  the  same  price 
for  city.  I  never  write 
policeman  because  I  can 
get  the  same  money  for  <<>/' 
-Mark  Twain 

Sir,  no  man  but  a  blockhead 
ever  wrote  except  for  mono 
-SAMUEl  Johnson 
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Steve  Ross  made 

$78  million  last 

year.  He's  in  the 

entertainment 

business. 


Ui 
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Jack  Welch  made 
l>  a  16th  of  that. 
p  He  runs  a  highly 

complex  high-tec 

company. 
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Wherever  business  takes  your  company's  employees 
make  sure  they  take  The  Smartest  Route! 
The  Air  Travel  Card  Payment  System. 
A  system  built  for  business  travel  in 
the  90s.  No  annual  fees,  credit  limits,  or 
interest  charges.  Plus  customized  billing, 
management  reports,  automatic  air  travel 
;nsurance,  and  instant  acceptance  on  over 


200  airlines  worldwide.  Now  you  can 
have  cost  control  from  the  top  down 
to  the  bottom  line. 
For  more  information, 
ir       call  1-800-222-4688 
(in  Washington,  DC  call  626-4224). 

W  THE  SMARTEST  ROUTE 

Call  1-800-222-468H.  Or  See  Your  Travel  Agent  or  Airlnu  A0PMMMM 


AIR  TRAVEL 
CARD 


Who  ever  said 
sequels  aren't  as  good 


as  the  original? 


San  Francisco 

from 
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New  Orleans 


from 


119 


Dallas 

from 


San  Jose/Silicon  Valley      Chicago 
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from 


125 
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No  matter  which  of  the  five  Fairmont  Hotels  you 
visit,  you'll  find  that  each  is  a  star  in  its  own  right. 
As  a  business  traveler,  you'll  appreciate  the 
numerous  amenities  we  provide  for  your 
comfort  and  convenience,  including  dual- 
line  phones,  PC  dataports,  voice  mail  and 
more.  In  addition,  if  you  join  our  President's  Club, 


your  complimentary  membership  entitles  you  to  free 
suite  upgrades  and  guaranteed  room  reservations, 
as  well  as  special  gifts  and  services.  Above  all, 
every  Fairmont  offers  you  the  opportunity 
to  experience  world  renowned  luxury 
and  service  at  a  very  affordable  price.  It's 
what  you  might  call  our  feature  attraction. 


THE    FAIRMONT   HOTELS 

For  reservations,  or  to  enroll  in  our  President's  Club,  call  your  travel  agent  or  The  Fairmont  at  1-800-527-4727. 

President's  Club  benefits  apply  at  the  published  National  Corporate  or  weekday/weekend  rack  rates.  Complete  terms  and  conditions  will  be  sent  to  you 
with  membership  credentials.  Rates  subject  to  availability.  Not  applicable  to  groups  or  conventions.  Tax  not  included. 


C      A      D      I      L      L      A 


More  substancd) 


SUBSTANCE  BEHIND  THE  STYLE 


Continuous 

improvement 

helps  Cadillac 

earn  the 

highest  honor 

in  American 

business. 


M 

^TWinm 


Malcolm  Baldrige 

National 
Quality 
Award 


The  Government  of  the  United 
States  has  named  Cadillac  the 
first  automobile  company  to  win 
the  Malcolm  Baldrige  National 
Quality  Award.  With  this  honor, 
Cadillac  has  been  singled  out  as 
a  role  model  for  its  world-class 
refinements  of  its  products 
and  services. 


Also  cited  by  the  award:  thr 
new  4.9  liter  V8.  Mated  to  a  n< 
electronic  four-speed  automat 
transmission,  this  engine  helj 
Cadillac  De  Ville,  Fleetwood, 
Eldorado  and  Seville  achieve 
spirited  response  and  the  high 
est  highway  mileage  of  any  V£ 
powered  luxury  automobiles 


ii  tog<  thei     bin  kli  up 
II  orp  All  Right!  Ren  rved 

OD      EDAN B,     I     ILLEj 

*See  your  dealer  for  terms  of  this  limited  warranty. 


STYLE 


ehind  the  Style 


1991       FLEETWOOD      SIXTY      SPECIAL 


EPA  estimated  26  MPG  highway. 


New  Computer  Command 
Ride:  this  speed-sensitive  sus- 
pension softens  the  ride  for 
added  comfort  in  city  driving, 
then  firms  automatically  at  high- 
way speeds  for  impressive 
stability  and  control. 

Also  receiving  special  com- 
mendation was  the  new  no- 


THE       ONLY       WAY       TO       TRAVEL       IS 


deductible  4-year/50,000-mile 
bumper-to-bumper  warranty? 
This  protection  is  part  of  Cadillac's 
ownership  priority  services, 
which  also  include  24-hour 
Cadillac  Roadside  Service®. 

Please  calll-800-333-4CAD 
for  product  literature  and  the  loca- 
tion of  your  nearest  Cadillac  dealer. 

CADILLAC       STYLE* 
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a  he  boss' 
paycheck.  "Even 
though  the 
corporation  may 
stall  or  crash, 
the  [chief] 
executive  is 
equipped  with 
his  'golden 
parachute.' " 
208 


America's 
most  precious 
import. 

110 
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Slim  pickings  for  Israel's 
Soviet  immigrants. 
106 
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COMPANIES/INDUSTRIES 


INTERNATIONAL 


ON  THE  COUER 


Corporate  America's 
Most  Powerful  People 

Incentivize  Me,  Please  208 

By  Dana  Wechsler  Linden  with  Vicki  Contavespi 
Has  incentive  pay  turned  into  a  giant 
pork  barrel? 

"Pay  Is  Not  A  Motivator"  212 

A  chat  with  W.  Edwards  Deming. 

Top  25  Chief  Executives  214 

By  Steve  Kichen  and  Eric  Hardy 
Who  made  the  most  money  last  year, 
and  over  the  past  five  years.  Also:  The 
underpaid,  the  biggest  bonuses  and 
the  largest  pay  cuts. 

Executive  Compensation  236 

Ranking  the  800  top  executives. 

Socialized  Higher  Education      294 

By  Leslie  Spencer 

Milton  Friedman  argues  that  colleges 

could  halve  tuition  and  make  money. 

What  Spectrum  Shortage?  324 

By  George  Gilder 

Radio  spectrum  is  the  key  natural 

resource  of  the  information  age. 

Troubled  Tea  Leaves  369 

By  Mark  Hulbert 

Two  advisory  services  with  good  rec- 
ords say  a  crash  is  possible. 


Television  42     How  Apple  Stormed  Japan 

By  Kathryn  Harris  By  Andrew  Tanzer 

Fox  Broadcasting's  record  profits.  John  Sculley's  new  priority. 


Retailing 

By  Gretchen  Morgenson 

The  action  is  at  outlet  malls. 


43     Japan's  Orix  Corp. 

By  Gale  Eisenstodt 
Scapegoat? 


Deere  &  Co.  46     Workers  In  The  Soviet  Union 

By  Steve  Weiner  By  Vladimir  Kvint 

The  relentless  effort  to  cut  costs.  The  svstem  made  them  bad. 


Skiing 

By  Richard  L.  Stern 

Rotten  season,  uncertain  future. 


55 


Banking  And  Junk  Loans  66 

By  Seth  Lubove 

Small  banks  want  their  monev  back. 


Hawaiian  Electric 

By  James  Cook 

Murphy's  Law  prevailed. 


67 


86 


Wal-Mart  Versus  Kmart 

By  Subrata  N.  Chakravarty 

How  much  more  is  Wal-Mart  worth? 

Occidental  Petroleum  104 

By  James  Cook 

Better  off  without  Armand  Hammer? 

Baseball  138 

By  Norm  Alster 

Why  it  needs  to  be  privatized. 

Supermarkets  178 

By  Laura  Jereski 

Fierce  price-cutting  holds  sway. 

Up  &  Comers  196 

Tasty  Baking;  Saban  Entertainment; 
Genzyme  Corp. 


Immigration 

By  Matthew  Schifrin 
Shalom,  comrade. 

Luxury  Goods 

By  Phyllis  Berman  and  Zina  Sawaya 
France's  Henry  Racamier  is  back. 

Poland 

By  Katarzyna  Wandycz 

David  Chase,  Solidarity's  partner. 

Central  America 

By  Joel  Millman 

Koreans,  Chinese  and  capitalism. 
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78 


96 
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The  Forbes  Wall  Street  Review  361 


New  Issues  Review 


362 


The  Funds:  LAI  Regional  Fund  364 

By  Suzanne  L.  Oliver 
Backyard  investing. 

Streetwalker  378 

Foreign  investors;  over  the  counter 

stocks;  British  Airways;  Ralston  Pur 
ina;  Watkins  Johnson. 
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Milton  Friedman:  "Let's 
set  up  taxable 
liberal  arts  colleges." 
294 


"It's  socialistic,  very 
demotivating." 
138 


In  the  realm  of 
the  wireless,  lots 
of  capacity. 

324 


But  where  are  the 
Duesenbergs? 
342 


LAW  AND  ISSUES 


Tax  Politics  As  Usual  45 

By  Janet  Novack 

Penalizing  Peter  to  encourage  Paul. 

Political  Greenmail  72 

By  Brigid  McMenamin 

A  strange  alliance  between  ethanol 

producers  and  environmentalists. 


On  The  Docket:  Seller  Beware    184 

By  James  Lyons 

Investments  that  don't  look  like  secu- 
rities may  be  securities.  Also:  Japanese 
companies  learn  about  litigiousness. 


FACES  BEHIND  THE  FIGURES 


No  Frills  Education 

By  Leslie  Spencer 

A  quality  product  for  less. 


Insurance  76     Good  School  Story 

By  James  R.  Norman  By  Leslie  Spencer 

Bloom  time  for  junk  bond  naysayers.      Beating  state  colleges. 
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Train  'Em  Here, 

Keep 'Em  Here  110 

By  Susan  Lee 

Foreign  students  come  for  advanced 

degrees.  A  good  thing,  too. 

Upgrades  125 

By  Janet  Novack 

Doctors'  incomes  haven't  peaked. 

An  Interview  With 

Robert  L.  Heilbroner  130 

By  Mark  Skousen 

"Just  because  socialism  has 
lost  does  not  mean  that 
capitalism  has  won." 

Economic  Theory  136 

By  Dana  Wechsler  Linden 

A  touch  of  the  invisible  hand. 

When  The  Boss  Is  A  Crook  156 

By  William  P.  Barrett 

Harry  Kleinsmith  landed  a  big  job  and 

thought  he  had  arrived. 

Air  Pollution  Regulations  171 

By  William  Tucker 

If  the  business  people  like  it,  the  hard- 
line enviros  are  suspicious. 


Forbes  ■  May  27,  1991 


MARKETING 


319 


Scali,  McCabe 

By  Joshua  Levine 

Ad  agency  in  a  spin.  Also:  Market 

research  in  Eastern  Europe. 
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Success  Formula 

By  David  Churbuck 

Big  money  in  a  code  for  specifying 
show  times  and  TV  channels.  Also: 
Commentary  by  Esther  Dyson. 


SCIENCE  a  TECHNOLOGY 


338 


Burlington  Resources 

By  Toni  Mack 

One  way  to  profit  from  the  decline  in 
U.S.  petroleum  production.  Also: 
Commentary  by  Michael  Gianturco. 


PERSONAL  AFFAIRS 
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Equal  pay  for  equal  work? 

Why  should  Paul  Fireman  be  paid  $15  million  in  one  year  for 
importing  Korean  sneakers?  You  can't  help  asking  a  question  like  this 
when  you  scan  Forbes'  annual  compilation  of  corporate  earnings. 
On  the  other  hand,  dozens  of  chief  executives  do  as  good  a  job  as 
Fireman  and  yet  earn  far  more  modest  salaries.  In  this  issue  we  honor 
ten  chief  executives  who  ran  Forbes  500s  companies  in  1990  and  ran 
them  well  for  salaries  that,  while  generous,  were  scarcely  extravagant. 
Starting  on  page  222  we  profile  the  ten:  Each  delivers  to  his 
shareholders  excellent  value  for  the  money. 

Why  is  there  such  wild  discrepancy  among  the  paychecks  even  in 
similar-size  companies?  You  can't  explain  the  variations  by  differ- 
ences in  bottom-line  corporate  accomplishment.  It's  hard  to  explain 
them  at  all.  In  "Incentivize  me,  please"  Dana  Wechsler  Linden  and 
Vicki  Contavespi  report  that  there  is  soul-searching  going  on  in  the 
corporate  and  academic  worlds  about  the  fairness  and  effectiveness 
of  existing  systems  of  executive  compensation  (see  page  208).  The 
executive  compensation  tables  themselves  start  on  page  236.  They 
list  1990  earnings  for  chief  executives  of  the  800  companies  that 
qualify  for  one  or  more  of  the  Forbes  500s  lists. 


Do  you  want  it  fast  or  do  you  want  it  right? 

Some  people  wonder  why  our  annual  report  on  chief  executive 
compensation  comes  out  three  weeks  later  than  Business  Week's 
somewhat  similar  survey.  No,  they  don't  have  faster  computers, 
faster  printing  presses,  faster  editors.  The  difference  is  one  of 
authenticity.  We  wait  until  figures  are  in  for  all  of  the  Forbes  500s 
companies.  Our  competitor  beats  us  to  the  newsstand  by  going  to 
press  with  whatever  figures  are  available  at  the  time.  The  result  is  that 
our  report  covers  800  major  U.S.  companies,  theirs  about  350. 


Education  without  the  frills 

College  education  has  gotten  to  be  the 
trauma  of  the  middle  class,  what  with  four 
years  at  many  private  colleges  now  costing 
$80,000.  "Isn't  there  a  cheaper  way  of  deliv- 
ering a  quality  product?"  Leslie  Spencer  asks. 
Her  article  "College  education  without  the 
frills"  answers  with  a  definite  yes  (page  290). 
Leslie  Spencer  was  co-winner  of  a  Loeb 
Award  last  year  for  an  iconoclastic  article 
about  the  negligence  lawyers  and  Ralph  Na- 
der (Oct.  16,  1989).  Her  new  piece  smashes  a 
few  icons  as  well. 

On  the  same  vital  topic,  education,  Susan 
Lee  raises  another  important  question:  How 
do  we  in  the  U.S.  maintain  our  lead  in 

technology  when  there  is  a  dearth  of  U.S. -born  students  enrolled  in 
advanced  science  courses?  Her  answer:  If  we  can't  home  grow  the 
brainpower  we  need,  we  shouldn't  hesitate  to  import  it.  "Train  'cm 
here,  keep  'em  here"  starts  on  page  110. 
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REDUCE  THE  FEDERAL 
DEFICIT  OVERNIGHT. 


r  rom  New  York  to  Europe  alone,  there  are  39  places 
we  ship  overnight.  And  Federal  Express  takes  days. 

In  fact,  we're  faster  than  Federal  to  127  countries. 
And  we  go  to  more  countries  around  the  world  than 
Federal  Express  or  UPS.  Almost  190,  at  last  count. 

Seems  some  deficits  are  easier  to  reduce  than 
others.  For  immediate  pickup,  dial  1-800-CALL-DHL 


FROM 

TO 

DHL 

FEDERAL 

NEW  YORK 

ROME,  ITALY 

2 

CHICAGO 

LONDON,  ENGLAND 

2 

NEW  YORK 

GENEVA,  SWITZERLAND 

2 

MIAMI 

RIO  DE  JANEIRO,  BRAZIL 

2 

NEW  YORK 

MILAN,  ITALY 

2 

NEW  YORK 

BRUSSELS,  BELGIUM 

2 

LOS  ANGELES 

TOKYO,  JAPAN 

2 

LOS  ANGELES 

SYDNEY,  AUSTRALIA 

3 

MIAMI 

SANTIAGO,  CHILE 

2 

A  partial  listing  of  the  187  countries  we  serve.  Transit  times  in  24-hour  periods. 
Subject  to  change  without  notice. 
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In  the  creek 

Golf-course  operator  Landmark 
Land  has  rolled  from  the  sand  trap 
into  quicksand.  Chairman  Gerald 
(Jerry)  Barton,  who  built  dozens  of 
tony  courses  with  federally  insured 
deposits  from  company- owned  sav- 
ings and  loans  (Forbes,  Feb.  5, 1990), 
got  cut  off  when  the  regulators 
cracked  down.  Landmark  disclosed  in 
March  that  its  Oak  Tree  Savings  had  a 
negative  net  worth  and  fell  S455  mil- 
lion short  of  the  Office  of  Thrift  Su- 
pervision's (ots)  capital  targets. 

"Landmark's  options  are  pretty 
limited,"  says  an  ots  spokesman.  "Ei- 
ther they  recapitalize  or  we're  going 
to  take  them  over." 

Barton's  plan  to  sell  Landmark's 


Fairway  at  Landmark's  Mission  Hills 
Are  the  Japanese  backing  off? 


golf  courses  and  other  real  estate  to 
his  own  management  group  and  Daii- 
chi  Real  Estate  of  Japan  for  $739 
million  looks  iffy.  The  deal  would 
consist  of  some  $300  million  in  cash, 
with  the  remainder  borrowed  from 
Oak  Tret  But  Daiichi  seems  to  be 
having  a  lor  of  trouble  finding  inves- 
tors, even  in  golf-crazy  Japan.  The 
closing  of  the  deal  has  been  delayed 
until  September.  And  the  OTS  is  very 
eager  to  know  why  insolvent  Oak 
Tree's  depositors  bear  all  the  risk 
while  Barton's  management  group 
and  Daiichi  stand  to  make  all  the 
prospective  profit.  The  OTS  has  re- 
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tained  Kidder,  Peabody  to  advise  it  on 
the  transaction. 

David  Price,  whose  American  Golf 
Corp.  owns  50  courses  and  operates 
100  others,  says  the  market  for  golf 
resorts  is  in  terrible  shape  (Forbes, 
Dec.  24, 1990).  "If  I  were  the  govern- 
ment, I  would  take  that  deal  and 
run,"  says  Price.  "At  the  very  least, 
they  get  that  40%  down  payment." 

Onward  and  upward 

Last  fall  Cabletron  Systems  shot 
from  nowhere  to  second  place  on 
Forbes'  list  of  the  200  best  small 
companies  (Nov.  12,  1990).  It  was 
also  the  top  performer  on  the  New- 
York  Stock  Exchange  last  year,  hur- 
tling from  around  7  a  share  to  29. 
Price  at  the  time  of  the  Forbes  article: 
23.  The  stock  reached  44  in  April  but 
has  settled  back  to  a  recent  39  V2. 

The  Rochester,  N.H. -based  firm 
makes  cables  and  other  equipment  for 
local  area  networks,  or  LANS,  enabling 
all  the  computers  in  an  office  to  share 
data,  power  and  phone  lines.  Cable- 
tron, which  had  $1  million  in  sales  in 
1985,  did  $55  million  in  1989,  passed 
S100  million  in  1990  and  hit  $180.5 
million  in  fiscal  1991  (ended  Feb. 
28).  Even  as  sales  have  skyrocketed, 
profit  margins  have  held  steady  and 
high  at  around  20%  (fiscal  1991  earn- 
ings, $36  million). 

Cabletron's  archrival,  Mountain 
View,  Calif. -based  SynOptics  Com- 
munications, Inc.,  is  still  the  leader  in 
some  segments  of  the  LAN  equipment 
market,  with  $176  million  in  sales  last 
year.  But  Cabletron's  superb  net- 
work-management software,  which 
can  be  used  to  identify  and  diagnose 
problems,  is  helping  close  the  gap. 
Analysts  estimate  Cabletron's  earn- 
ings could  jump  as  much  as  50%  this 
year  (to  $2  a  share).  Cabletron  seems 
unlikely  to  short-circuit  any  time 
soon,  and  founders  Craig  Benson  and 
Robert  Levine  look  like  shoo-ins  to 
debut  on  The  Forbes  Four  Hundred 
this  year.  -Carolyn  T.  Ge  1  R 

Electronic  smarts 

Can  the  Japani  si  be  beat  in  video 
games?  Maybe  not,  but  they  can  be 
pestered. 

Electronic  Arts,  a  San  Mateo,  ( 'alif. 
videogame  maker  with  $102  million 
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Available  at  fine  |ewelers.  department  stores,  quality  stationers  and  other  select  retailers 
Koh-I-Noor  Inc  (800)  877-4810.  In  Canada.  (416)  670  0300. 


Take  away  the  airfares,  hotel  bills,  bar  tabs,  steal 
female  bonding,  cold  cuts,  personalized  coffee 
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Even  if  you  could  assemble  everyone 
needed  for  a  meeting  all  in  one  room, 
why  bother? 

With  MCI  Forumr  you  can  talk  with 
five,  ten,  twenty,  up  to  1,000  people  at 
once.  Whether  it's  your  regional  manager 
in  Toledo,  your  marketing  director  in 
Boston,  or  your  national  sales  rep  who  al- 
ways seems  to  be  on  the  golf  course. 

Make  one  call,  reserve  your  time,  and 
our  MCI  Forum  operators  arrange  it  all. 


We'll  contact  each  party,  connecting 
everyone  within  10  minutes.  If  not,  the 
call's  free* 

If  people  don't  know  where  they'll  b( 
at  the  designated  time,  they  can  join  the 
call  by  dialing  your  company's  perma- 
nent 800  number.  This  exclusive  service 
is  called  Personal  800  Meet  Mer 

And,  unlike  meetings,  your  conference 
call  can  be  arranged  almost  immediately 
24  hours  a  day,  with  our  ASAP  Calling. 


/alid  4/1/91   6/30/91  Assumes  eat  hparth  ipant  is  immediately  available  lot  eat  hi  mi  Applies  only  todomestn  Dial  Out*  • 


linners,  rental  cars,  wrinkled  suits,  male  bonding, 
;s  and  what  youVe  got  is  an  MCr conference  call. 


You'll  find  it  perfect  for  those  rare  emergen- 
cies that  happen  so  frequently  in  business 
these  days. 

You  don't  have  to  be  an  MCI  long  dis- 
tance customer  to  use  MCI  Forum.  You 
just  have  to  pick  up  the  phone  and  dial 
1-800-383-8883  to  find  out  more. 

The  telephone  has  always  been  a 
great  way  to  bring  business  people  closer 
together.  With  MCI  Forum,  you'll  seethe 
value  of  keeping  them  farther  apart. 


MCI  Forum 
Conference  Calling 

1-800-383-8883 

Guaranteed  in  10  minutes.  Or  free. 
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It  serves  you  right. 


9641  Sunset  Boulevard,  Beverly  Hills,  CA  90210  (213)  276-2251 
Direct  Reservations  (800)  283-8885  •  Cable:  BEVHILL  •  Telex:  188586  •  TWX  910-490-2580 
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Today,  Augusta  Has  70,000  Workers 
Who  Speak  Fluent  Technology, 

If,  when  you  hear  the  name  Augusta,  you  think  of  the  Masters  golf  championship, 
think  again.  Think  technology.  Because,  Augusta  also  presents  you  with  legions  of 
high-tech  workers,  including  over  25,000  health  professionals  in  eleven  major  hospitals. 

And  you'll  find  an  additional  45,000  skilled  workers 
employed  in  other  leading-edge  technologies:  Nuclear 
power.  Bio-engineering.  Scientific  research  and  educa- 
tion. And  the  world's  most  advanced  communications 
center,  at  Fort  Gordon. 
Technically  speaking,  Augusta  workers  speak  your  language, 
lb  find  out  all  the  bottom-line  reasons  to  locate  in  Cifl~J>.M'fc#"<l  A 

Georgia,  please  wnte  us.  Or  call  404-656-9306.  f<   £  vRUlA 

Augusta.  Another  way  to  strike  it  rich  in  Georgia.         The  State  of  Business  Today 


in  sales  (Forbes,  Jan.  22,  1990),  is 
nibbling  at  Japanese  giants  Nintendo 
and  Sega.  Nintendo  controls  80%  of 
the  $4  billion  U.S.  videogame  mar- 
ket, and  Sega  has  about  9%. 

Nintendo  and  Sega  dominate  the 
industry  by  retaining  exclusive  rights 
*to  make  video  cartridges  and  players, 
which  run  the  software  developed  by 
their  own  programmers — and  by  out- 
side licensees  like  Electronic  Arts. 
That  has  generated  at  least  one  pend- 
ing antitrust  suit,  and  last  month  Nin- 
tendo setded  state  charges  in  New 
York  and  Maryland  that  it  colluded 
with  dealers  to  fix  retail  prices. 

If  you  can't  beat  'em,  sell  to  'em. 
Last  year  William  M.  (Trip)  Hawkins 


Georgia  Department  of  Industry.  Trade  &  Tourism.  Dept  FBS,  P.O.  Box  1 776.  Atlanta.  GA  30301 
Photo  Courtesy,  Georgia  Department  of  Archives  and  History. 
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Electronic  Arts'  Trip  Hawkins 
Nibbling  at  Nintendo  and  Saga. 


Ill,  the  former  Apple  Computer  mar- 
keting director  who  runs  Electronic 
Arts,  bet  that  Sega's  new  Genesis 
videogame  player  would  be  a  winner. 
Nearly  twice  as  fast  as  Nintendo's,  it 
displays  lightning-fast  images  and 
more  sophisticated  sound.  Hawkins 
was  on  the  money.  Since  1989  Sega 
has  sold  more  than  1  million  Genesis 
machines — and  a  quarter  of  Electron- 
ic Arts'  sales  last  year  were  from  games 
that  play  on  Genesis. 

How  did  Hawkins  get  his  foot  in 
the  door  at  Sega?  He  threatened  to 
sell  his  highly  popular  games — like 
John  Madden  Football  without 
Sega's  seal  of  approval  mu\  Lkc  the 
consequences.  So  Sega  agreed  to  let 
Hawkins  sell  his  Sega  software  for  use 
on  other  machines. 

Hawkins  plans  to  sell  games  for 
Nintendo's  improved  machine,  to dc 
but  this  fall.   Electronic  Arts  trades 
over  the  counter  at  around  20,  ha\ 

ing doubled  smee  Forbes  fust  visited 
the  company.  -Jul  u  PittaM 
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...  as  a  major  force  in  transportation  and  waste  services. 

More  than  100  years  ago,  we  built  our  transcontinental  railway 
through  some  of  the  toughest  terrain  in  the  world.  Today,  modern 
technology  helps  us  cope  with  nature  more  efficiently  and  produc- 
tively than  ever  before — consistently  making  us  one  of  North 
America's  safest  railways. 

The  CP  Rail  System  is  an  integrated  North  American  transporta- 
tion network  operating  over  14,000  miles  of  track  across  Canada 
and  another  6,900  miles  in  the  midwestern  and  northeastern 
United  States.  The  system  handles  more  than  150  billion  gross 
ton  miles  of  freight  a  year. 

We  began  as  a  railway,  but  we  have  also  been  in  trucking  and 
ocean  shipping  for  more  than  a  century.  And  our  involvement  in 
waste  services  and  school  busing,  although  much  more  recent, 
is  just  as  vital  to  our  future  growth  and  profitability. 

Transportation  and  Waste  Services — just  one  of  the  valuable 
assets  that  makes  Canadian  Pacific  Limited  a  name  worth 
remembering. 
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Transportation  and  Watte  Services  •  Energy  •  Forest  Products  •  Real  Estate  and  Hotels  •  Telecommunications  and  Manufacturing 


Canadian  Pacific  Lim 
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Nail-biter  Bruce 

Dealmeister  Bruce  Wasserstein  has 
failed  to  get  court-appointed  examin- 
er Sandra  Mayerson  thrown  off  the 
Interco  case.  She  is  looking  to  see  if 
Interco  can  sue  Wasserstein  Perella 
and  other  advisers  on  the  ill-fated 
recapitalization  they  devised;  the  re- 
cap left  Interco  so  loaded  with  debt  it 
filed  for  Chapter  1 1  two  years  later. 

In  St.  Louis  bankruptcy  court  last 
month,  Wasserella's  lawyers  argued 
that  Mayerson's  firm — Kelley  Drye  & 
Warren,  of  Manhattan — had  a  con- 
flict of  interest.  The  conflict?  It  has 
done  some  visa  work  for  Wasserella 
employees  in  the  U.S.  and  Japan, 
collecting  all  of  $15,000  in  fees.  (By 
comparison,  Wasserella  lassoed  $8.5 
million  on  the  Interco  deal.)  Judge 
James  Barta  rejected  the  argument 


"Bid-'em-up  Bruce"  Wasserstein 
Is  he  feeling  nervous  about 
the  Interco  examiner? 


practically  out  of  hand. 

Wasserella  has  good  reason  to  be 
worried  about  Mayerson.  She  helped 
lead  the  Kelley  Drye  team  in  its  exami- 
nation of  the  Revco  bankruptcy, 
which  concluded  that  the  drugstore 
chain  could  indeed  sue  some  of  its 
advisers.  -Edward  Giltenan 


Felonious  brokers 

Last  fall  Congress  passed  a  bill 
tightening  the  qualifications  for 
stockbrokers.  The  new  law  says  that 
any  broker  with  a  felony  conviction 
over  the  past  ten  years  is  technically 
disqualified.  Previously,  the  rules  fo- 
cused mainly  on  misconduct  directly 
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related  to  the  securities  business. 
Member  firms  of  the  National  Associ- 
ation of  Securities  Dealers  had  to  send 
a  list  of  felonious  brokers  to  the  trade 
group  by  the  end  of  April. 

The  net  may  be  wider  than  Con- 
gress intended.  In  at  least  13  states, 
including  New  York,  Florida  and  Illi- 
nois, drunk  driving  is  a  felony  after 
multiple  convictions. 

Nobody  has  yet  totted  up  how 
many  brokers  have  a  dwi  felony  rec- 
ord. But  those  who  do,  and  who  are 
disqualified  as  a  result,  face  a  hearing 
that  will  examine  the  whole  of  their 
conduct.  So,  will  a  years-old  offense 
generally  be  discounted?  nasd  says 
only  that  it  will  look  at  these  cases  one 
by  one. 

Bailing  out  Vail 

Leon  Black,  the  former  Drexel 
Burnham  banker,  is  involved  in  a  reor- 
ganization plan  that  leaves  George 
Gillett  in  charge  of  his  beloved  Vail 
and  Beaver  Creek  ski  resorts — at  least 
for  a  while. 

Gillett  Holdings,  which  owns  TV 
stations  and  a  meatpacker,  as  well  as 
the  ski  resorts,  has  defaulted  on  half  of 
its  nearly  $1  billion  in  junk  debt. 
Black's  influence  comes  through  a 
position  in  some  Gillett  zero  coupon 
bonds  he  bought  for  himself  and  cli- 
ents at  fire-sale  prices  from  First  Exec- 
utive Corp.  shortly  before  regulators 
took  over  the  insurer. 

The  reorganization  is  said  to  leave 
Vail  and  Beaver  Creek  with  $275 
million  in  debt.  Despite  weak  pros- 
pects for  skiing  generally  (see  story,  p. 
55),  Vail  and  Beaver  Creek,  among 
the  U.S.''  strongest  resorts,  should  be 
able  to  service  it.  But  sources  say 
Gillett  would  need  to  sell  its  four  TV 
stations  at  nearly  1 5  times  cash  flow, 
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way  up  on  the  8  or  9  times  that  is 
typical  these  days,  or  else  the  reorga- 
nization won't  work. 

The  recap  is  far  from  a  done  deal  for 
another  reason.  The  California  De- 
partment of  Insurance  is  investigating 
the  circumstances  of  how  Black  got 
the  bonds  from  First  Exec  in  the  first 
place.  -Richard  L.  Stern 

That  special  machine- 
gun  souvenir 

Has  the  free  market  finally  taken 
hold  in,  of  all  places,  the  Red  Army? 
Bargain  hunters  in  Poland  can  buy 
Kalashnikov  assault  rifles  from  Soviet 
soldiers  in  exchange  for  two  bottles  of 
rotgut  vodka  that  sell  in  Polish  stores 
for  a  little  less  than  $5 .  What  a  deal  for 
tourists  looking  for  a  special  souvenir. 
Rounding  out  the  set  with  the 
matching  soldier's  bayonet,  however, 
costs  an  additional  four  bottles  of 
vodka.  Why  such  a  high  price  for  a 

Soldier  with 
a  Kalashnikov 
Machine-gun 
economics. 
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simple  piece  of  metal?  It's  pure  eco- 
nomics. A  Soviet  soldier  who  "loses" 
his  Kalashnikov  must  serve  three  days 
in  jail,  but  losing  a  bayonet  carries  a 
three-week  sentence.  One  soldier  ex- 
plains that  officers  assume  no  one  is 
dumb  enough  to  lose  a  bayonet. 

Still,  the  soldiers  have  a  lot  to  learn. 
Based  on  jail  time,  bayonets  are  un- 
derpriced  by  250%.  Get  'em  now, 
while  supplies  last.  -Peter  Fuhrman 

Bad  bank 

The  state  of  Nevada  touts  itself  as 
the  new  Delaware,  with  a  great  busi- 
ness climate  plus  free  and  easy  incor- 
poration laws.  How  easy?  Even  phony 
companies  with  spurious  credentials 
and  dubious  intentions  can  qualify  to 
do  business. 

In  March  the  Secretary  of  State's 
office  granted  Banco  de  Asia  Ltd. 
permission  to  conduct  business  in  the 
state  even  though  the  bank  said  it  was 
incorporated  in  the  Dominion  of 
Melchizedek.  Both  the  dominion  and 
the  bank  are  inventions  of  Branch 
Vinedresser  (Forbes,  Jan.  7).  Banco 
de  Asia,  which  seems  to  have  no  real 
net  worth,  "authenticates"  various 
worthless  securities. 

Nevada's  Financial  Institutions  Di- 
vision complained  about  the  approv- 
al, but  state  corporation  officials  said 
Nevada  law  does  not  require  them  to 
check  if  a  company  is  chartered  in  a 
real  jurisdiction.  Wonder  what  they'll- 
say  after  some  Nevada  residents  get 
hosed.  -William  P.  Barrett 


Ingrate 

T.J.  Rodgers,  the  Cypress  Semicon- 
ductor chief  and  self-described  "big 
mouth"  who  trashes  the  pet  causes  of 
the  U.S.  electronics  industry,  is  a  vo- 
cal critic  of  Sematech,  the  govern- 
ment-sponsored U.S.  semiconductor 
industry  consortium.  But  two  years 
ago,  when  an  equipment  failure  shut 
down  Cypress'  Round  Rock,  Tex. 
plant,  its  manager  sent  out  an  S.O.S. 
Sematech  rushed  over  with  a  replace- 
ment part  that  saved  the  day. 

Rodgers  admits  that  it  happened 
but  has  his  own  interpretation  of  the 
story.  "When  you  get  government 
money,"  he  says,  "you  can  afford  to 
have  spare  equipment  lying 
around."  -Julie  Pitta    Hi 
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You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  51  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  N  Y  1 1797-2087. 

OLYMPUS 

Pearlcorder 
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HOW  TO 

CHOOSE  A  TAX-FREE 

PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0.25  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment:  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate- term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1  800-662  SHIP  for 

our  free  Tax-Free  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Federal  alternative  minimum  tax. 
"Upper  Directors'  Analytical  Data. 


Residents  of  CA,  NY,  OH,  PA:  Please 
ask  about  our  State  Tax-Free  Funds. 

'  Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money. 

Vanguard  Municipal  Bond  Fund 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 
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In  household  after  household.  In 
every  town  regardless  of  its  size. 
In  every  city  regardless  of  its  eco- 
nomic condition.  And  in  every  state 
regardless  of  how  its  region  is 
faring— the  presence  of  Fannie  Mae 
ensures  that  there  is  a  constant 
flow  of  mortgage  money  at  the  lowest 
possible  cost. 

Average  American  families— 
in  decent,  affordable  housing.  That's 
the  reality  of  Fannie  Mae— a  reality 
shared  by  millions  of  households 
across  the  country. 

As  a  congressionally  chartered, 
shareholder-owned  corporation, 
Fannie  Mae  raises  billions  of  dollars 
in  mortgage  capital  more  efficiently 
and  at  a  lower  cost  than  would  be 
otherwise  possible. 

We  then  pass  that  savings  on  in 
the  form  of  a  lower  interest  rate  to 
any  family  whose  mortgage  we  buy. 
And  Fannie  Mae  does  that  at  no  cost 
to  the  American  taxpayer. 

Fannie  Mae,  a  household  word  to 
seven  million  families.  Many  of  whom 
have  never  heard  our  name. 

FannieMae 

The  USA's  Housing  Partner 


READERS  SAY 


Making  polluters  pay 

Sir:  FORBES  reported  that  left-leaning 
environmentalists  are  transforming 
their  policy  prescriptions  from  com- 
mand and  control  regulation  to  mak- 
ing polluters  pay  ("Shaking  the  invisi- 
ble hand,"  Apr.  1).  Pollution  is  analo- 
gous to  trespassing.  Enforcing 
property  rights  is  a  better  means  to 
protect  the  environment  than  impos- 
ing pollution  taxes.  Requiring  pollut- 
ers to  acquire  the  consent  of  the 
owners  of  the  property  they  damage 
would  also  make  polluters  pay.  But 
unlike  a  tax,  the  amount  would  be 
chosen  to  suit  each  particular  circum- 
stance, and  the  payment  would  go  to 
the  victim  of  die  pollution. 
-David  W.  Crawford 
Visiting  Fellow 

The  Competitive  Enterprise  Institute 
Washington,  D.C. 

Agents  respond 

Sir:  Re  your  cover  story  "Be  careful 
when  you  buy  from  Gerry  Tsai"  (Apr. 
15).  As  a  former  general  agent  for  one 
of  the  insurance  groups  under  Sandy 
Weill's  control,  I  have  experienced 
firsthand  his  shortsighted  axe  in  an 
area  he  knows  little  about.  There  is 
something  to  be  said  for  diversifica- 
tion; however,  there  is  most  certainly 
something  to  be  said  for  staying  with 
the  business  you  know  best. 
-Thomas  E.  Stanek 
Vice  President 
National  CU  Services  Inc. 
Madison,  Wis. 


Primerica's 
Sandy  Weill 


Sir:  Our  company  is  enjoying  record 
success.  Every  single  hour  our  people, 
in  my  office  alone,  replace  ridiculous- 
ly small  policies  with  term  insurance 
sufficient  to  assure  financial  stability 
and  dignity  to  the  family's  survivors. 
Why  must  you  show  only  negative 
points  to  the  exclusion  of  the  enor- 
mous good  our  company  does  oh  a 
daily  basis?  Cancel  my  subscription. 
-Vern  LaCrosse 
National  Sales  Director 
A.L.  Williams 
Windham,  N.H. 

A  money  master  still 

Sir:  Has  John  Templeton  "lost  his 
touch"    ("Templeton    falls   off  the 
mountain,"  Apr.  75)?  He  prospered 
by  investing  in  Japan  and  leaving  ear- 
ly. The  media  speculated  he  had  "lost 
his  touch"  as  that  market  continued 
higher.   Then  the   Japanese  market 
crashed.    Recently,   he   quietly  told 
anyone  (willing  to  listen)  that  small 
American  companies  were  the  great- 
est values  in  the  world.  The  near  panic 
buying  in  those  shares  during  early 
1991  produced  phenomenal  gains  in 
the    Templeton    Funds    he    recom- 
mended. Bet  against  Sir  John  if  you 
want.  Not  this  guy. 
-Gary  Moore 
Senior  Vice  President 
PaineWebber  Inc. 
Tampa,  Fla. 

Star  wars 

Sir:  Come  now.  One  well-executed 
campaign  does  not  a  five-star  general 
make,  let  alone  a  six  (Fact  and  Com- 
ment, Apr.  1).  Our  opponent  this 
time  was  a  third-rate  country  of  17 
million  people  weary  of  an  eight-year 
losing  war,  with  inferior  technology 
and  the  accumulated  handicaps  pro- 
duced by  life  under  an  amoral  despot. 
-J.D.  Debbink 
Ann  Arbor,  Mich. 

The  meaning  of  success? 

Sir:  Re  "Did  Mickey  shaft  Kermit?" 
(Apr.  29).  The  last  line,  "Once  again, 
Disney's  Michael  Eisner  wins  big," 
reminds  me  of  a  maxim — in  effect, 
that  success  in  wrongdoing  is  failure. 
-Rose  P.  Addy 
West  Palm  Reach,  Fla. 


Not  so  fast 

Sir:  Re  Side  Lines  (Apr.  15).  The 
nirvana  that  is  supposed  to  break  out 
by  the  economic  unification  of  Eu- 
rope is  not  scheduled  for  Jan.  1, 1992 
but  1993.  It  is  true  that  the  politicians 
keep  talking  about  1992  because  the 
«wait  seems  shorter,  but  they  mean 
Dec.  31  of  that  year. 
-Herman  Balig 
Rotheux,  Belgium 

Wrong  number 

Sir:  Your  Annual  Directory  of  Ameri- 
ca's Largest  Corporations  (Apr.  29) 
reported  erroneous  sales  figures  for 
Medtronic. 
-Dick  Reid 

Corporate  Public  Relations 
Medtronic,  Inc. 
Minneapolis,  Minn. 

The  correct  revenue  figure  for  Med- 
tronic is  $976.7  million.  Our  recalcu- 
lated sales  per  employee  figure  is 
$149,400.— Ed. 

Prediction 

Sir:  Re  "Divestiture  revisited"  (Mar. 
18),  on  competition  coming  to  the 
local  telephone  monopoly.  Our  re- 
cent study  concluded  that  by  1995 
not  only  will  the  22  largest  cities  in  the 
U.S.  have  fiber-optic  networks  in  their 
downtown  business  districts  compet- 
ing with  the  local  telephone  company 
but,  in  almost  half  these  cities,  there 
will  be  two  such  networks. 
-R.G.  TOMLINSON 
President 

Connecticut  Research  Report 
Glastonbury,  Conn. 

Crossed  wires? 

Sir:  In  describing  whether  COMSA1 

might  consider  investing  in  direct 
broadcast  satellites,  I  told  FORBES 
there  had  been  a  miscommunication. 
I  fear  that  the  way  the  article  (Faces 
behind  the  figures,  Apr.  15)  is  written 
readers  may  incorrectly  interpret  it  to 
mean  there  was  a  miscommunication 
between  Bob  Wussler  and  me.  Thai 
was  certainly  not  the  case. 

-Irvinc;  Goldstein 

Chairman 

Communications  Satellite  ( 'orp. 

Washington,  D.C. 
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Bioran  shares  the  water  lily's  secret. 
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The  water  lily  relies  on 
minute  pores  in  the  cell 
walls  of  its  leaves  to 
absorb  nourishment  and 
filter  out  harmful  bacteria. 
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"Bioran"  membranes 
consist  of  approximately 
250  capillaries,  each  pierced 
by  a  network  of  microfine 
pores.  Like  the  water  lily's 
leaves,  "Bioran"  can  filter 
out  bacteria. 


Each  glass  capillary  wall 
has  about  one  trillion 
pores.  The  diameters  of 
the  pores  can  be  deter- 
mined to  an  accuracy  of 
0.00000004  inches. 

The  water  lily  departs  from  the 
norm  when  it  comes  to  taking  in 
nourishment.  Like  all  plants  it  is 
anchored  by  roots,  but  in  this  case 
the  roots  do  not  play  a  part  in  the 
feeding  cycle.  This  role  is  taken 
over  by  the  leaves.  Cell  mem- 
branes, on  the  underside  of  each 
leaf,  have  ultra-fine  pores  allow- 
ing nutrients  from  the  water  to 
enter  while  filtering  out  harmful 
bacteria. 

Schott's  "Bioran"  mem- 
branes function  along  the  same 
lines,  but  with  one  important  ad- 
vantage for  mankind.  The  size  of 
their  pores  can  be  determined  to 


a  microscopically  small  diameter 
of  0.00000004  inches. 

This  means  that  they  can 

filter  out  particular  molecules.  In 
medical  research,  for  example, 
they  can  be  used  to  isolate  vi- 
ruses; and  in  biotechnology  they 
can  be  used  to  separate  bacteria 
from  insulin  with  maximum  purity. 

"Bioran"  ,    available  from 

Schott     America,     is     just     one 

example  of  how  Schott's  innovative 

development  responds  to  specific 

needs.   In  today's  world,  special 

glass     helps     keep     technology 

advancing. 

Schott   worldwide:   50,000 


products,  50  production  facilities, 
represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

Schott  in   North  America: 

11  companies  employing  more  than 
1,800  people. 

Would   you    like   to   know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  36,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


REALLY  DUMB 

Under  misguided  congressional  pressure,  the  National  of  the  1980s.  Yet  under  the  new  rules,  these  traditional 
Association  of  Insurance  Commissioners  has  changed  the  investments  will  be  classified  as  junk,  and  insurers  will 
definition  of  "junk"  investments.  The  change  could  do  be  restricted  in  the  amount  of  such  loans  they  can  make 
real  damage  to  the  economy.  in  the  future. 

Long  before  Mike  Milken  conceived  of  junk  bonds,         It  is  no  surprise  that  Washington  politicos  and  so- 


insurance  companies  provided  criti 
cal  financing  to  small  and  medium 
size  companies.  These  outfits  were 
up -and -comers  that  traditionally 
tapped  insurers  for  expansion  capi- 
tal. Given  their  size,  they  paid  high  rates  of  interest. 
Lenders,  having  done  a  thorough  credit  analysis,  will- 
ingly invested  in  them. 

These  private   financings  were   a  far  cry  from   the 
garbage  that  was  floated  to  the  public  in  the  latter  part 


Insurers  Now  Reporting 
More  'Junk'  Investments 


—  NEW  YORK  TIMES 


called  public  interest  groups  don't 
appreciate  that  up-and-coming 
companies  are  the  font  of  consider- 
able innovation  for  this  economy 
and  the  source  of  most  new  jobs. 
While  their  ignorance  is  deplorable,  the  craven  capitula- 
tion by  the  nation's  insurance  commissioners,  who 
should  know  better,  is  inexcusable. 

When  everyone   professes  concern   about  American 
competitiveness,  moves  like  this  defy  understanding. 


MASSACHUSETTS  MIRACLE 


There's  A  revolution  brewing  in  Massachusetts  that 
could  change  the  face  of  American  government.  The 
Massachusetts  economy  is  in  straits  more  dire  than 
those  of  almost  any  other  state.  Its  finances  are  the 
worst  in  the  nation. 

Unlike  most  of  his  peers,  the  state's  new  chief 
executive,  William  Weld,  is  not  boosting 
taxes.  Nor  is  he  relying  long-term  solely  on 
spending  cuts.  Instead,  Governor  Weld  is 
formulating  a  plan  to  privatize  an  extraor- 
dinary number  of  state  services. 

Parks,  prisons  and  state  roads  would  all  be 
maintained  by  the  private  sector.  Court  fees 
would  b.e  privately  collected.  Other  possible 
assets  (or  privatizing  include  the  state's 
transportation  authority  and  Boston- based 
Logan  Airport,  convention  centers  and 
waste  disposal  plants. 

State  and  local  governments  in  recent  years  have  be- 
come costly  examples  of  bureaucratic  bloat.  Payrolls  have 
been  expanding  several  times  faster  than  the  population. 
Services  have  concomitantly  deteriorated. 


1990s'  pacesetter 


The  private  sector  would  provide  most  government 
services  more  efficiently.  And  there  are  numerous  assets, 
such  as  airports  and  toll  roads,  that  could  be  sold.  Not 
only  would  governments  get  cash,  but  they  would  also 
collect  property  taxes  where  they  received  none  before. 
A  survey  by  the  Mercer  Group,  a  management  consult- 
ing firm,  found  that  almost  100%  of  the  local 
governments  that  have  already  privatized 
various  services  have  been  pleased  with  the 
results.  But  up  to  now  this  movement  has 
been  hobbled  by  ferocious  opposition  from 
public  employee  unions.  Thanks  to  strapped 
budgets,  however,  governors,  mayors  and 
local  administrators  will  go  the  Weld  way 
out  of  sheer  necessity. 

Even  union  resistance  may  soften  when 
workers  realize  that  one  increasingly  likely 
alternative  to  privatization,  thanks  to  voters' 
taxaphobia,  could  be  a  pink  slip. 

Unlike  his  predecessor,  Governor  Weld  is  formulating 
a  true  miracle,  one  that  will  be  long-lasting  for  both 
Massachusetts  and  the  nation. 


SELF-INFLICTED  WOUNDS 

German  Chancellor  Helmut  Kohl  recently  unveiled     highest  level  in  real  terms  since  the  eve  of  Hitler's  acces- 
major  tax  increases.  Why?  To  pay  for  absorbing  East     sion  to  power. 

Germany.  To  make  sure  reunification  isn't  inflationary,  Both  moves  are  counterproductive.  Higher  taxes  and 

Germany's  central  bank  has  boosted  interest  rates  to  their     interest  rates  will  slow  growth  (if  not  induce  a  recession), 
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which,  in  turn,  will  hurt  government  revenues;  which,  in 
turn,  will  make  it  harder  for  both  the  government  and  the 
private  sector  to  find  money  for  reconstruction  of  the  East. 
No  wonder  the  D-mark  is  weaker  than  the  Italian  lira. 

Bonn  should  take  a  cue  from  its  own  experience  of  40 
years  ago  when,  to  revive  West  Germany's  devastated 
economy,  the  government  swept  away  economic  controls 
and  regulations  and  began  reducing  onerous  taxes. 

Germany  should  offer  generous  tax  incentives  for  in- 
vestments in  the  East  and  slash  income  tax  rates  for  those 


who  live  and  work  there.  Labor's  restrictive  work  rules 
should  be  eased  and  silly  economic  restrictions,  such  as 
the  number  of  hours  retailers  are  allowed  to  stay  open 
each  day,  should  be  repealed. 

The  result  would  be  the  kind  of  rapid  rebuilding  in  the 
East  that  the  West  experienced  four  decades  before. 

Despite  Kohl's  blunders,  Germany's  eastern  state  will 
eventually  catch  up  (particularly  since  obstacles  to  buying 
property  have  been  removed).  But  Bonn  has  made  this 
process  far  slower,  more  painful  than  necessary. 


"WE'RE  HERE  TO  HELP  YOU" 

The  Administration  wants  to  increase  regulation  of     Fannie  significantly  less  vulnerable  to  adverse  interest  rate 
government-sponsored  companies  such  as  the  Federal     swings.  At  the  same  time,  FNMA  has  recycled  hundreds 
National  Mortgage  Association  (Fannie  Mae),  the  Feder-      of  billions  of  dollars  into  the  housing  market.  How  would 
al  Home  Loan  Mortgage  Corporation  (Freddie  Mac)  and     more  government  regulation  improve  upon  that? 
the  Student  Loan  Marketing  Association  (Sallie  Mae).  It's  one  thing  to  question  whether  such  quasi-govern- 


Is  this  really  necessary?  All  three 
are  well  run  and  profitable,  effec- 
tively carrying  out  their  mandates. 
Bureaucratic  meddling  will  only 
lessen    their   profitability,    thereby 


More  Supervision  Is  Being  Sought 
For  Government-Backed  Lenders 


NEW  YORK  TIMES 


ment  organizations  should  exist  to 
help  housing  and  other  activities. 
But  it's  quite  another  to  think  that 
more  supervision  by  politicians  and 
bureaucrats  will  better  the  perfor- 


helping  to  bring  on  the  very  thing  increased  supervision  is  mance  of  Fannie  Mae  and  Freddie  Mac.  Their  stock  is 

supposed  to  prevent — adding  to  the  burdens  of  the  publicly  traded;*  their  bonds  and  notes  are  constantly 

public  purse  through  a  bailout.  being  offered  to  the  market.  If  they  are  being  misman- 

Fannie  Mae  was  on  the  ropes  ten  years  ago,  but  new  aged,  the  financial  markets  will  pick  that  up  far  faster  than 

management  enormously  increased  efficiency  and  bril-  Washington  will. 

liandy   matched    assets    tO    liabilities    in   ways    that    make  *This  Forbes  and  Forbes'  retirement  plans  own  shares  in  these  entities. 

PRIME  TARGET  FOR  TRUSTBUSTERS 

Milton  Friedman  proposes  tfiat  entrepreneurs  create  Department  and  the  Federal  Trade  Commission  should 

for-profit  liberal  arts  colleges  to  compete  against  their  be  ready  and  willing  to  file  antitrust  suits  whenever  they 

nonprofit  counterparts.  Even  the  nonprofits  can  provide  see  any  evidence  of  this  kind  of  anticompetitive  activity, 

a  first-rate  education  for  significantly  lower  costs  than  Colleges  and  universities  were  shaken  up  a  couple  of  years 

most  charge  today  (see  pp.  290  and  294).  ago  when  Justice  announced  it  was  investigating  possible 

A  major  obstacle  for  both  of  these  lower-cost  educa-  collusion  on  the  setting  of  tuitions. 


tion  providers:  The  educational  "establishment"  will  im- 
pose unfair  barriers  to  their  getting  and  maintaining 
accreditation.  Without  accreditation,  they're  nonstarters. 
The  antidote  to  this  closed-shop  mentality:  The  Justice 


For  all  their  woes,  American  institutions  of  higher 
education  are  still  the  world's  best.  A  little  bit  of 
competition  will  make  many  even  better — and  more 
affordable. 


RESTAURANTS— GO,  EF,  STOP 

These  reviews  are  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  Associate  Publisher  Jeff  Cunningham. 

•  The  "21"  Club— 21  West  52nd  St.  (Tel:  582-  crayfish  salad  on  a  bed  of  zucchini  with  tomato  and  basil 
7200).  A  pleasant  surprise.  The  "21"  Club  is  a  born-  oil  or  loin  of  salmon  wrapped  in  rice  paper  and  served  in 
again  classic.  The  ambiance  in  the  Bar  Room  is  full  of  galanga  broth.  Desserts  equally  flavorsome  and  creatively 
bustle.  Whether  it's  the  crabmeat  cocktail,  the  broiled  presented,  such  as  cantaloupe  sorbet  pressed  into  melon- 
swordfish  or  the  soft-shell  crabs,  the  food  is  plentiful  and  shaped  wedges  and  "painted"  with  seeds  of  coulis.  Ser- 
plenty  good.  Where  else  can  you  get  a  hot  fudge  raisin  vice  professional,  but  a  bit  "cool." 

rum  sundae  and  not  feel  guilty?  •Halcyon— 151   West   54th   St.   (Tel:   468-8888). 

Siracusa — 65  Fourth  Ave.,  between  9th  and  10th  New  hotel  restaurant  trying  very  hard  for  a  serious  mantle 

Sts.  (Tel:  254-1940).  Fare  bland  enough  to  make  you  of  culinary  knowhow.  Getting  there.  Post-modern  look 

think   it's   health   food.    Case   in   point:    Bacatini   con  of  the  presentations  is  a  fun  blend  of  bold  colors,  dustings 

sarde — a  melange  of  long  tubes  of  hollow  spaghetti  of  finely  chopped  parsley,  etc. 

with  sardines,  pine  nuts  and  bread  crumbs  awash  in  a  •  Lusardi's — 1494  Second  Ave.  between  77th  and 

tasteless  broth.  78th  Sts.  (Tel:  249-2020).  Enjoys  a  large  quota  of  rcgu- 

•  Restaurant  Lafayette — 65  East  56th  St.  (Tel:  832-  lars — deservedly  so.  Food  is  good,  the  setting  casual/ 
1565).  New  chef  at  Lafayette  is  innovative  without  being  handsome,  and  the  service  moves  along  without  being 
precious.    Hors    d'oeuvres    and    entrees    marinated    or  pushy.  Tortelloni  4  formaggi  (green  tortelloni  with  four 
cooked  in  either  vinaigrettes,  natural  juices  or  oils.  The  cheeses) — wonderful  fondue-like  cheese  sauce  with  pet 
results  are  as  tasty  as  they  are  exotic  sounding,  e.g.,  fectly  cooked  pasta.                                                         ■ 
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CORUM*  Gold  Coin  Watch.  An  authentic 

$20  American  gold  piece  halved. 

The  movement  is  cushioned  between  the  halves 

and  encased  in  18  karat  gold. 

Swiss  hand-crafted. 

Water-resistant. 


x 
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Yoxxr  Emerald  Isle  Seat 

No  blarney.  You  can  reserve  an  isle  seat  on  Delta  to  Dublin  or 

Shannon  any  day  of  the  week.  To  32  international  destinations  on  three 

continents,  no  airline  goes  farther  to  make  you  feel  at  home. 


WeLoveTbFtyAndltShows: 


it 
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Y)ur  Lucky  Charm. 

You  won't  need  to  carry  a  four-leaf  clover  to  make  your  trip 

to  Ireland  a  success.  Just  the  American  Express"  Card.  Because  wherever 

Delta  takes  you,  American  Express  will  take  care  of  you. 
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Don't  Leave  Home  Without  It.® 


Other  Comments 


Essential  Diversity 

The  pov/er  to  create  rests  on  the 
freedom  to  think  and  speak  one's 
mind.  It  separates  good  ideas  from 
bad;  it  defines  and  cultivates  the  di- 
versity upon  which  our  national 
greatness  rests.  The  notion  of  politi- 
cal correctness  replaces  old  prejudice 
with  new  ones. 
-President  George  Bush, 

Commencement  Address  at  the 

University  of  Michigan 

Dot  Every  i,  Gross  Every  t 

In  1987  the  Austin  Company  and 
Kawasaki  formalized  a  partnership, 
specifically  to  compete  for  projects  at 
the  Kansai  International  Airport,  but 
also  to  look  at  other  possibilities  in 
Japan.  We  [Austin]  decided  very  ear- 
ly that  even  though  Japanese  proce- 
dures and  protocols  might  be  more 
complex  or  take  a  bit  longer  than 
usual,  we  would  be  quite  prepared  to 
exercise  the  patience  and  persistence 
to  comply  fully  with  them.  .  .  . 

We  believe  that  the  door  has  been 
opened  to  Austin  because  of  our  de- 
termination to  follow  every  official 
requirement,  and  because — most  im- 
portantly— we  have  something  spe- 
cial to  offer.  When  our  capabilities  are 
complemented  by  the  experience  of 
the  appropriate  Japanese  partners,  we 
are  convinced  that  Austin  will  be  able 
to  compete  freely,  fairly — and,  I  hope, 


even  ferociously — in  Japan,  just  as  we 
do  everywhere  else  we  operate. 
-Thomas  J.  Judge,  president, 
The  Austin  Co.,  in  an 
address  to  the  Foreign 
Correspondents  Club  of  Japan 

Mother's  Advice 

Where  else  can  people  who  don't 

know    anything    make    such    good 

money? 

-the  mother  ofGroucho  Marx, 

advising  her  five  sons 

to  go  into  show  business 

Ignore  the  Economy 

The  Economist  reports  that  a  recent 
survey  of  more  than  200  students  in 
America's  top  graduate-economics 
programs  found  that  only  3% 
thought  that  a  thorough  knowledge 
of  the  economy  was  "very  impor- 
tant." Most  believed  that  being  good 
at  problem  solving  and  excellent  in 
mathematics  was  far  more  important. 
The  survey  didn't  bother  to  ask 
whether  a  good  background  in  eco- 
nomic history  was  useful. 
-Prudential-Bache  Securities' 
Money  &■  Business  Alert 

Uniquely  Mean 

Washington  has  a  homogenous 
moral  view.  The  only  commodity 
here  is  power,  and  a  person's  value 
diminishes  as  his  power  does.  "Wash- 


"Miss  Wayson,  find  out  who  put  this  computer  on  my  desk 
and  tell  them  to  get  it  the  hell  out  of  here!" 


ington  is  uniquely  mean  in  this: 
When  it  loves  you,  it  loves  you,  but 
when  it  turns  on  you,  it  turns  on 
you  with  ferocity,  as  a  single  organ- 
ism," said  Peggy  Noonan,  who 
wrote  a  memoir  about  her  years  as  a 
White  House  speech  writer.  "It's 
not  a  nest  of  snakes,  as  other  big 
cities  are.  It  is  a  mamba." 
-in  an  article  on  White  House 

chief  of  staff,  John  Sununu, 

by  Maureen  Dowd, 

New  York  Times 

Business  is  like  riding  a 
bicycle.  Either  you  keep 
moving  or  you  fall  down. 

-John  D.  Wright, 
industrialist 


Leave  Some  Bugs 

We  had  a  physical  inventory  system 
that  was  working,  although  it  obvi- 
ously had  some  flaws  in  it  because  of 
the  human  element.  I  figured  I  could 
get  the  bugs  out;  I  tried  to  tighten 
the  system — and  wound  up  with  a 
melted  asset. 

As  long  as  there  are  people  in  the 
system,  the  human  element  is  going 
to  cost  you  something,  cause  some 
slippage.  You  can  control  it,  but  if 
you  try  to  eliminate  it  completely, 
you  will  probably  fail  and  maybe  de- 
feat yourself.  It's  expensive  to  shoot 
for  100%.  The  last  10%  can  kill  you. 
The  street-smart  manager  knows  that 
if  he  can  get  90%,  he  is  doing  just  fine 
and  dandy. 
-David  Mahoney, 

Confessions  of  a 

Street-Smart  Manager 

Too  Late  Now 

It  was  the  captain  [grandfather,  Cap- 
tain James  A.  Baker]  who  told  me, 
"Work  hard,  study  hard  and  stay  out 
of  politics."  Well,  two  out  of  three 
isn't  bad. 
-James  A.  Baker, 

Secretary  of  Staii 

Commencement  Address 

at  Rice  University  ■■ 
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Save  up  to  90%  on 
'tour  Estate  Tax  Cost 

Pay  your  taxes  at  10  to  30  cents  on  the  dollar. 

Reduce  your  55%  estate  tax  bracket  to  10%  or  less. 

Increase  your  $600,000  estate  tax  exemption  many  fold. 

Increase  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 


Our  concept  involves  transferring  money 
to  an  irrevocable  trust.  The  trust  purchases  a 
one-payment  life  insurance  policy  based  on 
current  assumptions.  At  death,  the  policy 
produces  the  money  to  pay  the  estate  taxes  at 
a  substantial  discount. 


This  is  good  for  you  and  good  for  Amer- 
ica. No  forced  liquidation  of  assets  will 
occur  -  Uncle  Sam  receives  the  full  estate 
tax  due  and  your  family  retains  the  full  value 
of  your  estate. (For  trust  and  tax  information 
see  your  accountant  or  attorney). 


IF  YOUR  ESTATE  IS  WORTH: 


$3  Million 

$5  Million 

$10  Million 

Federal  Estate  Tax:  $1,098,000 

Federal  Estate  Tax:  $2,198,000 

Federal  Estate  Tax:  $4,948,000 

Age        Discounted 

You 

Age       Discounted 

You 

Age        Discounted          You 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost*           Save 

60      $  75,788 

93% 

60      $151,020 

93% 

60     $   339,100      93% 

70      $165,663 

85% 

70      $330,987 

85% 

70      $    774,298       85% 

80       $349,074 

68% 

80      $698,252 

68% 

80     $1,571,196      68% 

$25  Million 

» 

$50  Million 

$100  Million 

Federal  Estate  Tax:  $13,750,000 

Federal  Estate  Tax:  $27,500,000 

Federal  Estate  Tax:  $55,000,000 

Age       Discounted 

You 

Age       Discounted 

You 

Age       Discounted           You 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost*           Save 

60    $   941,092 

93% 

60    $1,881,490 

93% 

60    $  3,762,980      93% 

70     $2,067,193 

85% 

70     $4,133,746 

85% 

70     $  8,267,492       85% 

80    $4,365,253 

68% 

80     $8,729,975 

68% 

80    $17,459,950      68% 

^Discounted  tax  cost  based  on  current  assumptions,  other  requirements,  and  last-to-die  life  insurance  policy 

If  your  net  worth  is  $3  million  or  more,  call  for  a  free,  no-cost,  no-obligation  propos  il  and 

our  videotape:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 

These  approaches  can  also  be  used  to  create  huge  wealth  for  children 

or  grandchildren,  or  substantially  leveraged  gifts  to  charity.  Available  in  bookstores 

Call  the  original  creators  of  the  estate  tax  cost 
discount  program  now. 

Wealth  Creation  Centers" 

rzAtnezLcas  y-ote/twrt  ^Lit<z  Cuix  CLost  j^iscountJ^paciaksts 

BARRY  KAYE  ASSOCIATES 

1840  Century  Park  East      Los  Angeles,  CA  90067 
213-277-9400     800-932-5841     FAX  213-282-0775 

©  1991  Barry  Kaye  Associates 


Barry  Kaye,  author 

of  Save  a  Fortune  on 

Your  Estate  Taxes 


"Much  useful 
advice  from  a 
pro."  -  Forbes 


a*" 


ST 


Telephone  companies  depend  on  their  ability  to  execute 
millions  of  transactions  second  by  second.  So  they  need 
to  work  with  a  computer  company  that  is  second  to  none. 

Which  is  why  all  seven  of  the  regional  Bell  companies, 
and  21  of  their  22  operating  companies  choose  Unisys. 
In  fact,  if  you  use  a  telephone  in  the  U.S.,  odds  are  you're 
using  a  Unisys  computer. 

For  more  than  25  years,  we've  helped  phone  compa- 
nies track  the  complex  cabling  that  connects  customers 
to  telecommunications  networks.  Today,  we  are  provid- 
ing systems  to  develop  enhanced  services  like  voice 
messaging  and  fax  mail,  as  well  as  Emergency  911 
capability. 

And  the  U.S.  isn't  the  only  place  we  help  telecom- 
munications companies  manage  mission-critical  growth. 
Our  international  roster  includes  customers  in  places  like 
Sweden,  Holland,  Germany  and  the  United  Kingdom. 

To  hear  more,  just  call  1-800-448-1424,  ext.  68. 
You'll  learn  why  so  many  companies  rely  on  more  than 
70,000  Unisys  people  in  over  100  countries  to  help  them 
stay  well-connected. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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Financial  institutions 
judge  you  by  your 

credit  rating.  Shouldn't 
you  do  the  same  to  us? 


It  only  makes  sense  for  you  to  be  as  careful  with  your  money  as  we  are 
with  ours.  That's  why  we  encourage  you  to  check  up  on  us  before  you  ever 

spend  a  cent  with  us  on  insurance.  Be 
certain  we'll  be  able  to  pay  any  claims. 
Make  sure  that  we'll  be  here  when 
you  need  us. 
Fortunately    there    are    three 
independent  organizations  that  can 
help  you  find  out  what  you  need  ^ff%f\{  [ 
to  know.  Each 
year,  Standard 
and  Poor's  rates  insurance  companies  on  their 
claims-paying  ability.  A.M.  Best  focuses  on 
financial  strength.  And  Moody's  looks  at  the 

degree  of  credit  risk. 


MOOOTS 


Insurance 

Credit 

Reports 


BESTS 
INSURANCE  REPORTS  , 


You'll  be  interested 
to  note  that  all  three 


/riEWYORK  LI1 

e  insurer's  financial  position  anc 
st's  Rating  of  A+  (Superior).  Thj 
operating  performance, 
nof  Bes 


firms  have  awarded  New  York  Life  Insurance 
Company  the  highest  ratings  possible. 

Proof  positive  that  a  cautious  approach  to 
money  pays  off  in 
the  long  run. 

For  information 


on  any  of  our  products  and  services,  call  your 
local  New  York  Life  agent  or  1-800-695-4331. 


The  Company  You  Keep? 


1991  New  York  Life  Insurance  Compan,    ->l  Madison  Avenue,  New  York,  N  Y  10010  All  rights  reserved 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


HOW  THE  PATRIOT  ALMOST  LOST  THE  WAR 

Perhaps  the  greatest  power  held  by  those  in  charge  of     our  troops  in  barracks  in  Saudi  Arabia.  One  more  Patriot 


television  news  and  our  daily  press  is  the  power  of 
selection.  What  we  see  every  night  and  morning  has  been 
selected  for  us — nearly  always  in  good  faith  but  inevitably 
reflecting  the  biases  and  views  of  the  selectors. 
This  same  power  is  held  by  congressional  committee 


might  well  have  saved  all  those  lives. 

Why  was  this  hearing  held?  There's  an  easy  answer.  The 
House  Armed  Services  Committee  is  the  same  committee 
that  was  instrumental  in  killing  the  appropriations  for  the 
Patriot  missiles  in  the  1980s.  If  it  had  not  been  for  the 


chairmen  and  their  staffs,  but  far  more  frequently  it  is  efforts  of  a  young  senator  named  Dan  Quayle  to  restore 

exercised,  it  appears  to  me,  to  secure  political  advantage  the  appropriations,  many  more  lives  would  have  been  lost. 

or  to  promote  personal  agendas  of  the  chairman  or  staff.  Professor  Postol's  testimony  (as  summarized  by  the 

That  seems  to  be  the  explanation  for  the  sudden  Washington  Post)  shows  a  revealing  bias:  "A  total  of  158 

appearance  before  the  House  Armed  Services  Committee  missiles,  which  cost  an  estimated  $1  million  each,  were 

of  a  dedicated  opponent  of  antimissile  defense,  Harvard  used  to  intercept  47  rudimentary  Scud  missiles  launched 

Professor  Albert  Carnesale.  He  was  one  of  the  drafters  of  ...  in  an  unsuccessful  effort  to  draw  Israel  into  the  war  and 

the  Anti-Ballistic  Missile  Treaty,  that  ill-omened  docu-  hit  vital  military  targets  in  Saudi  Arabia.  .  .  ."From  this  we 

ment  that  will  prevent — unless  we  withdraw  from  it — our  are  presumably  to  conclude  that  the  cost  of  saving  lives  was 

deployment  of  strategic  defenses.  He  was  joined,  at  the  too  high,  and  anyway  the  missile  was  unsuccessful.  But 

committee's  request,  by  Professor  Theodore  Postol  of  would  the  Iraqi  efforts  have  been  "unsuccessful"  if  the 

MIT,  billed  as  an  expert  on  the  Patriot  missile,  who  based  costly,  inaccurate  old  Patriot  had  not  been  deployed? 

his  testimony  on  an  article  in  an  Israeli  newspaper.  Clearly,  the  Patriot  is  not  perfect.  There  are  similar 

.,,_,.  systems  that  can  intercept  deadly  missiles  at  higher  alti- 

Ask  the  Victims  i       t   j     j    t  r^                                                      i 

tudes.  Indeed,  if  Congress  can  ever  overcome  its  knee- 

What  was  their  mission?  To  tell  the  committee,  and  the  jerk  opposition  to  strategic  defense  systems,  we  could 

world,  that  the  Patriot  antimissile  really  did  not  work  very  have  one  early  in  the  next  century  that  would  fill  a  most 

well  and  may  even  have  caused  more  damage  than  would  serious  gap  in  our  defenses, 

have  occurred  had  it  not  been  used  (!).  Basically,  the  question  to  be  asked  is,  would  we  and 

Well ...  if  the  committee  really  wanted  to  learn  about  Israel  and  Saudi  Arabia  be  better  off  if  we  had  not  rushed 

the  effectiveness  of  the  Patriot,  it  might  have  asked  some  the  Patriot  to  the  Gulf?  Those  who  would  answer  yes  are 

Israeli  residents  whether  they  would  rather  have  had  the  probably  the  same  people  who  will  shortly  publish  aca- 

Patriot  or  nothing.  No  Patriots  were  launched  against  the  demic  papers  proving  conclusively  that  we  lost  the  war  in 

last  two  Scuds  fired  by  Iraq,  and  one  of  those  killed  28  of  the  Gulf. 

BE-KIND-TO-NORTH-KOREA  WEEK 

It  was  inevitable,  but  it's  still  surprising:  The  high  and  coax  it  out  of  its  self-imposed  isolation." 
priests  of  Conventional  Wisdom,  the  New  York  Times  How  do  we  do  this?  Why,  of  course1,  by  unilaterally 
editorial  writers,  now  urge  us  not  to  be  too  harsh  on  taking  out  "a  few  American  nuclear  weapons  from  the 
North  Korea,  because  North  Korea  is  not  really  to  Korean  Peninsula  to  see  whether  the  North  responds." 
blame  for  building  facilities  capable  of  producing  at  But  above  all  we  must  not  cut  off  trade  and  impose 
least  one  nuclear  "device"  (read  "bomb")  a  year,  nor  economic  sanctions  to  try  to  secure  North  Korea's  corn- 
should  it  be  blamed  for  refusing  to  allow  international  pliance  with  the  treaty  it  signed. 

inspections*  required  by  the  treaty  it  signed.  Rather,  it  is  North  Korea  is  still  under  the  same  leadership  that 

the  North  Koreans'  "growing  sense  of  vulnerability  and  ordered  and  secured  the  murder  of  half  of  South  Korea's 

isolation."  Since  it  is,  as  with  other  malefactors,  not  cabinet  in  Burma  in  the  1980s,  and  the  same  leadership 

they  themselves  but  the  system  and  society  that  are  to  that  attacked  South  Korea  in  the  1950s.  Those  who 

blame,  we  should  "reach  out  to  an  insecure  Pyong-  fought  in  that  war  may  not  support  this  latest  example  of 

yang.  ...  A  better  remedy  is  to  reassure  North  Korea  "Blame  Society  for  Crime."                                           ■§ 
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In  a  world  where  wind  tunnels  deter- 
mine automotive  style  and  an 
engine's  design  owes  as  much  to 
accounting  as  it  does  to  engineering, 
consider  the  Jaguar  XJ-S.  Its  bold, 
powerful  stance  and  long,  sleek  hood 
were  created  with  one  goal:  to  stir  the 
motoring  passions  of  its  driver. 

The  interior  of  the  S-type  is  fitted 
with  fine  supple  leather  accented  by 
color-coordinated  piping,  and  the  nat- 
ural beauty  of  highly  polished  burl 
elm.  The  S-type  also  offers  a  host  of 


advanced  amenitites,  such  as  comput- 
erized climate  control,  a  seven- 
function  trip  computer  and  an  80-watt 
stereo  sound  system. 

The  S-type  is  equipped  with  mas- 
sive four-wheel  anti-lock  disc  brakes 
and  a  fully  independent  suspension 
system.  It  is  powered  by  Jaguar's  leg- 
endary 12-cylinder  engine.  Jaguar 
chose  V-12  power  because  it  gener- 
ates more  firing  impulses  per  revolu- 
tion than  a  six-  or  eight-cylinder 
engine   and   therefore    runs    more 


In  California,  XJ-S  available  in  1990  model  only. 

smoothly.  Our  V-12  is  so  reliable,  rac- 
ing versions  powered  Jaguar  to  1-2 
victories  at  both  world  famous  24- 
hour  endurance  events  at  Daytona  and 
LeMans  in  1990. 

We  invite  you  to  test  drive  the 
Jaguar  XJ-S:  a  car  that  stands  apart 
from  the  motoring  crowd.  For  the 
name  of  your  nearest  dealer,  call 
1-800-4-JAGUAR. 


JAGUAR 


BLENDING 


O  F 


ART 


AND 


MACHINE 


WHAT'S  AHEAD  FOR  BUSINESS 


EDITED  DV  HOWARO  BANKS 


Europe  opens  the  door  to  restart  trade  talks 


The  European  Community  has  made  a  move 
that  may  break  the  logjam  over  the  talks  to 
create  a  new  round  of  the  multilateral  free 
trade  agreement  under  gatt.  The  talks  stalled  in 
December,  when  the  EC  rejected  any  changes 
to  its  farm  policy,  which  subsidizes  overproduc- 
tion, dumps  exports  and  blocks  imports. 

In  early  May  in  Washington,  the  EC's  farm 
commissioner,  Ray  MacSharry,  indicated  to  the 
U.S.  trade  representative,  Carla  Hills,  that  the 
Europeans  were  ready  to  change  tack. 

MacSharry  proposed  to  restart  talks  on  a 


myriad  of  details  concerning  products,  ton- 
nages, prices  and  market  access.  These  techni- 
cal points  must  be  largely  agreed  upon  before 
there  can  be  any  real  political  negotiations  on 
bigger  issues,  such  as  the  depth  of  subsidy  cuts 
and  the  speed  with  which  markets  will  be 
opened.  Both  sides  agreed  that  the  aim  should 
be  to  try  to  get  the  basic  elements  of  a  techni- 
cal agreement  in  place  before  Europe  goes  on 
holiday  in  August.  Without  this  happening, 
there  will  be  no  hope  of  completing  the  entire 
gatt  round  by  early  1992. 


The  Europeans  have  little  choice  but 

U.S.  trade  negotiators  are  understandably 
skeptical  about  this  EC  proposal.  They  have  seen 
similar  off- the -record  nods  and  winks  from 
Community  officials  since  the  Uruguay  gatt 
round  began  in  September  1986.  But  there 
are  reasons — European  political  reasons — to 
think  that  MacSharry  is  serious  this  time. 

The  budget  for  the  EC's  common  agricul- 
tural policy  (or  cap)  is  out  of  control.  It  will  cost 
Euro- taxpayers  an  estimated  $39  billion  in 
1991,  up  from  $34  billion  or  so  in  1990.  Part  of 
the  growth  comes  from  the  rising  cost  of  EC 
export  subsidies.  Last  year  they  cost  $12  billion; 
this  year  the  cost  could  reach  $15  billion  or 
more.  Compare  this  with  the  $500,000  or  so 
that  Washington  spends  to  subsidize  U.S. 
farmers'  exports. 

Europe's  mountains  of  unsold  beef,  cereals, 
tobacco  and  butter  and  lakes  of  wine  and  milk 
have  also  started  to  grow  again,  after  having 
been  brought  under  some  control  in  1989.  The 
EC  also  must  deal  with  the  question  of  farmers 
in  Eastern  Europe,  and  particularly  in  former 
East  Germany.  Subsidizing  all  of  them  (as 


to  reform  their  farm  policies 

their  countries  join  the  EC  over  the  coming 
decade)  would  truly  bust  the  EC's  budget.  Yet 
farming  is  an  obvious  industry  for  these  coun- 
tries to  develop  as  a  way  of  kick- starting  their 
economies  and  raising  living  standards.  Farming 
is  labor-intensive,  and  the  world  needs  and 
will  pay  for  food. 

Despite  these  pressures  to  bring  the  farm 
budget  back  into  line,  MacSharry  will  still  face 
problems  selling  the  idea  of  farm  reform  in 
Europe.  (His  proposals  are  due  to  be  published 
in  Brussels  in  early  July. )  He  wants  a  move 
away  from  blanket  price  support  for  all  that  EC 
farmers  can  grow,  regardless  of  demand.  He 
would  put  in  its  place  income  supports  tailored 
to  help  small  farmers.  EC  farms  average  37 
acres,  versus  370  acres  in  the  U.S.  Today  80%  of 
the  EC  farm  budget  goes  to  20%  of  farms. 
Efficient,  larger  farms  in  Britain,  Holland  and 
Denmark  like  it  that  way.  But  more  important 
to  governments  in  France,  Germany  and  Italy, 
where  farms  are  mostly  small,  is  to  subsidize 
people  not  to  leave  the  land,  regardless  of  eco- 
nomic efficiency. 


It's  time  to  put  cynicism  about  EC  motives  on  hold  for  a  while 


MacSharry  and  his  side  know  that  without  a 
deal  on  farming  there  will  be  no  new  GATT 
round.  They  may  also  be  coming  to  grips  with 
some  issues  of  economic  equity.  Smaller  and 
mostly  poorer  countries,  centered  on  what's 
called  the  Cairns  group  in  the  gatt  talks,  see 
agricultural  development  as  crucial  to  their 
economic  development.  Rich  countries'  subsi- 
dizing their  farm  exports  blocks  that  route  to 
progress.  For  example,  the  EC  pays  its  farmers 
$18  a  bushel  to  grow  soybeans,  which  are  then 
dumped  cheap  on  world  markets,  effectively 
shutting  out  sales  from  efficient  producers  like 
Brazil. 


Many  developing  countries,  such  as  Brazil, 
Chile  and  the  Philippines,  are  also  new  democ- 
racies that  could  revert  to  dictatorships  if  their 
economies  founder.  And  without  a  farm  deal, 
these  countries  will  refuse  to  agree  to  gatt 
deals  on  matters  crucial  to  the  U.S.,  such  as 
protecting  intellectual  property. 

U.S.  trade  officials  are  now  trying  to  per- 
suade Congress  that  the  EC's  recent  move  is 
added  reason  for  the  politicians  to  vote  a 
lengthy  extension  to  the  deadline  for  negotiat- 
ing gatt.  Without  a  new  GATT  deal,  the  world 
will,  over  time,  be  poorer.  For  now,  MacSharry 
should  be  given  the  benefit  of  the  doubt.      H 
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THE  FORBES  INDEX  


BY  TIMOTHY  DODMAN 


The  Forbes  Index  (l  967=1 00) 
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Current  183.7 

Previous  186.1 

Precent  Change       -1.3C 
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At  last,  some  good  news.  Consumer  spending  rose  0.6%  in 
March,  following  a  revised  1%  gain  in  February.  The  April 
spending  figure — due  May  30 — bears  watching.  Another 
positive  sign  is  the  drop  in  interest  rates.  The  prime  rate 
charged  by  many  of  the  largest  banks  is  now  down  to  8.5%. 
Declining  adjustable  rate  mortgages  should  free  addition- 
al spending  money  in  the  future.  And  the  employment 
picture,  though  still  pretty  grim,  shows  signs  of  improving. 
The  unemployment  rate  unexpectedly  dropped  to  6.6%  in 
April,  the  first  decline  in  11  months. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.5% 
-14.4% 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

Index  of  leading  indicators  Mar  vs  Feb 

Dept  of  Commerce 

0.5% 

Trade  balance  12  months  ended  Feb  1991 

Dept  of  Commerce 

-$96  bil 

-1.6% 
Research     3.0% 

All-commodity  producer  price  index  Mar  vs  Feb2 

Dept  of  Labor 

GNP  1st  quarter  vs.  4th — annualized  growth 

Dept  of  Commerce 

NBER  Experimental  Recession  Probability  Index3 

Natl  Bureau  of  Economic 

1  U.S. -based  manufacturers,  excludes  imports,  as 

2  Wholesale  goods.  3March  1991. 
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of  4/20/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services     •    Total  index 


Inventories      •    New  Orders 
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Consumer  price  indexes  (1982-84  average=100) 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


155 


150 
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140 


Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


Manufacturers'  new  orders  and  inventories 

($bilhons),  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Since  Time  Is 
Money, 
An  Airline 
Should  Help 

You  Make  The 
Most  Of  Your 
Investment. 

At  Continental,  we 
believe  an  airline  has  a 
i  responsibility  to  keep 
you  moving  on  the  ground 
as  well  as  in  the  air. 

That's  why  we're  investing 
in  our  people  to  help  you 
make  the  most  of  your  time 
even  before  you  enter  our 
terminal. 

Through  our  nationwide 
network  of  reservationists 
and  travel  agent  partners, 
you  can  take  advantage  of 
our  convenient  schedules  to 
more  than  200  destinations 
worldwide. 

We're  achieving  new 
standards  of  service  at  ticket 
and  check-in  counters  and 
baggage  claim  areas  to 
minimize  waiting. 

Our  Customer  Service 
Representatives  are  there 
when  you  arrive  to  speed 
you  on  your  way  and  help 
you  make  connecting  flights. 

And  whether  it's  on  the 
ground  or  in  the  air,  we 
realize  tha*  if  you  have  a 
problem,  it's  our  problem. 
So  well  go  that  extra  mile 
to  keep  you  on  schedule. 

Continental  is  making  a 
difference  in  how  you  spend 
your  time. 

But  more  importantly, 
how  you  save  it. 


©  1991  Continental  Airlines,  Inc 
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One  Airline  Can 
Make  A  Difference. 
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Neil  Simon.   Cardmember  since  1974. 


Membership 
Has  Its  Privileges' 


Don't  leave  home  without  it! 

Call  1-800-THE  CARD  to  apply. 


Forbes 


Japan  used  to  be  an  embarrassment 
for  Apple  Computer.  Not  anymore. 

How  Apple 
stormed  Japan 


By  Andrew  Tanzer 

Apple  Computer  Inc.  Chairman 
John  Sculley  has  set  a  priority  for 
himself.  "Any  computer  company 
that  wants  to  be  a  leader  by  the  end  of 
the  century  has  to  have  an  important 
business  in  Japan,"  says  Sculley.  "The 
company  I  want  Apple  to  become  is 
going  to  have  very  strong  ties  to 
Japan." 

With  little  fanfare,  Sculley  has  al- 
ready taken  several  strides  toward  that 
goal.  Japan  has  become  the  compa- 
ny's fastest- growing  major  market. 
The  $7  billion  Japanese  PC  market — 
the  world's  second-largest,  after  the 
U.S.'  $42  billion — is  still  dominated 
by  NEC,  with  a  50%  share.  But  Apple 
machines,  Macintoshes  in  particular, 
are  sprouting  up  everywhere.  Walk 
into  the  cramped  offices  of  such  major 
corporations  as  Nissan,  NTT  and  Fu- 
jisawa  Pharmaceutical  and  you  will  see 
Macs  being  used — not  just  for  desk- 
top publishing  and  graphics  design, 
which  Apple  dominates,  but  also  for 
things  like  office  automation, 
networking  and  databases.  Apple's 
share  of  Japan's  PC  market  has  jumped 
from  less  than  1%  in  1988  to  nearly  5% 
now.  IBM,  the  largest  foreign  entry, 
has  only  6%.  Apple  has  been  grabbing 
share  mainly  from  its  Japanese  rivals. 

Apple's  achievement  is  the  more 
impressive  if  one  recalls  that  a  few 
years  ago,  if  it  was  known  at  all,  Apple 
suffered  from  a  certain  image  problem 
in  Japan.  Its  Macintosh  computers 
were  overpriced,  poorly  distributed, 
badly  tailored  to  the  Japanese  market 
and  lacking  in  software  support.  The 
president  of  the  Japan  subsidiary,  usu- 
ally American,  changed  almost  every 
year.  Concedes  Sculley:  "We  had  nev- 


40 


er  taken  the  time  to  really  understand 
what  the  Japanese  market  wanted." 
That  changed  in  1989,  when  Sculley 
convinced  Shigechika  Takeuchi,  a 
computer  executive  at  Toshiba,  to 
become  president  of  Apple  Japan.  It  is 
under  the  shrewd  leadership  of  45- 
year-old  Takeuchi  that  Apple  has 
started  to  become  tough  competition 
for  NEC,  Fujitsu  and  its  other  big 
Japanese  rivals. 

Well  aware  that  American  products 
face  an  uphill  battle  in  their  struggle 
to  win  acceptance  among  Japanese 
buyers,  Takeuchi  slashed  prices, 
broadened  distribution,  and  added 
Japanese  software  packages.  He  also 
set  out  to  create  a  high  profile  for 
Apple  in  Japan.  A  heavy  advertising 
campaign  on  TV  and  in  the  press 
promotes  Macintosh  as  a  creative, 
user- friendly  tool.  And  Apple  spon- 
sored a  concert  tour  last  year  by  U.S. 
pop  star  Janet  Jackson.  The  company 
garnered  publicity  in   the   Japanese 


LEFT: 

Shigechika  Takeu- 
chi, president 
of  Apple  Japan 
Creating  a  high 
profile  in  Japan. 


RIGHT: 

Unpacking  a  Mac 
at  a  Tokyo 
printing  company 
Japan  is  now 
the  fastest- 
growing  market. 


investment  community  by  listing  its 
shares  on  the  foreign  section  of  the 
Tokyo  Stock  Exchange. 

None  of  this  would  have  amounted 
to  much  had  Takeuchi  not  had  a  first- 
class  product  to  sell.  In  1989,  with  the 
launch  of  its  IINTX -J  printer,  a  kanji 
(Japanese  character)  version  of  its 
high-end  Postscript  laser  printer,  Ap- 
ple prepared  for  the  first  time  to  offer  a 
family  of  Japanese-  language  products. 

In  many  ways  the  Mac — which  lets 
users  point  to  pictures  instead  of  typ- 
ing in  arcane  computer  commands — 
is  the  ideal  machine  for  handling 
kanji,  the  thousands  of  characters 
that  the  Japanese  adapted  from  Chi 
nese,  because  it  offers  a  graphical 
interface  for  a  graphical  language. 
The  Japanese,  with  their  phobia  of 
complex  keyboards,  welcome  the 
Mac's  point  and-click  interface. 

The  Mac  cm  be  more  easily  local 
ized  for  foreign  languages  than  can 
competing  software  schemes.  Apple's 
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KanjiTalk  systems  software  lets  the 
standard  Mac  operating  system  han- 
dle Japanese  menus,  fonts,  and  auto- 
matic transliteration  from  phonetic 
script  to  ideograms.  By  contrast,  Mi- 
crosoft's competing  DOS  operating 
system,  so  popular  in  the  U.S.,  is 
much  harder  to  transport.  There  are 
more  than  a  dozen  incompatible  ver- 
sions of  MS  DOS  in  the  Japanese  mar- 
ket, which  has  discouraged  the  im- 
portation of  off-the-shelf  foreign  soft- 
ware. (IBM  Japan,  however,  recently 
helped  establish  a  group  that  includes 
most  major  producers  aside  from  NEC 
to  promote  a  common  architecture 
and  operating  system  in  the  Japanese 
PC  market.) 

"It's  easier  to  use  a  Mac  than  an 
NEC  or  any  other  Japanese  compu- 
ter," says  Nobuo  Hayashi,  editor  of 
Nikkei  Personal  Computing,  Japan's 
leading  computer  magazine.  That  is 
not  idle  flattery.  The  magazine  re- 
cendy replaced  all  of  its  NEC  machines 


with  Macintoshes. 

Hayashi  says  the  Mac  is  also  easier 
to  hook  up  in  networks  than  compet- 
ing computers.  NEC  still  doesn't  have 
a  networking  scheme.  Microsoft's 
competing  graphical  user  interface, 
Windows  3.0,  recendy  arrived  in  Ja- 
pan, but  getting  the  bugs  out  and 
developing  enough  software  pack- 
ages to  make  the  system  attractive 
could  easily  take  two  years. 

Takeuchi  has  seen  to  it  that  the 
prices  are  right  for  the  Japanese  mar- 
ket. Last  fall  Apple  brought  out  three 
lower-priced  Macs.  The  cheapest  of 
these,  the  Classic,  is  priced  under 
200,000  yen  ($1,500)  and  already 
accounts  for  more  than  half  of  Apple's 
unit  sales  in  Japan.  In  Japan,  comput- 
ers priced  under  200,000  yen  are  an 
expense  rather  than  a  capital  invest- 
ment, and  purchase  orders  can  typi- 
cally be  made  by  low-level  managers. 
"It's  attracted  first-time  users  who 
wanted  to  buy  a  Mac  but  couldn't," 


says  Takeuchi. 

To  move  more  machines  through 
Japan's  distribution  maze,  Takeuchi 
found  it  necessary  to  broaden  Apple's 
distribution  in  Japan.  Earlier  it  dis- 
tributed solely  through  a  sales  subsid- 
iary of  office  equipment  giant  Canon. 
Apple  still  moves  about  half  of  its 
computers  through  Canon.  But  it 
also  now  uses  a  combination  of  several 
other  distributors,  as  well  as  mass 
merchants,  systems  integrators  and 
value-added  resellers  to  which  Apple 
sells  directly.  Other  important  links  in 
Takeuchi's  distribution  chain  are  9 
dealer- owned  Apple  Centers — with  a 
target  of  100  by  1995 — which  sell 
exclusively  Apple  products  targeted  at 
the  corporate  market,  ibm  markets  its 
Japanese  PCs  through  diverse  sales 
channels  but  depends  largely  on  di- 
rect sales  to  its  mainframe  customers 
in  large  corporations;  Compaq  is  still 
a  no -show  in  the  Japanese  market. 

Success  begets  success.  Now  that 
its  installed  base  of  Macintoshes  has 
reached  the  200,000  mark,  indepen- 
dent software  houses  in  Japan  and 
elsewhere  are  developing  Apple- 
based  packages  for  the  Japanese  mar- 
ket. By  the  end  of  this  year,  Takeuchi 
says,  200  application  packages  will  be 
available,  double  the  number  at  the 
end  of  1990.  By  comparison,  NEC  has 
at  least  7,000  programs,  including  a 
great  many  custom  applications  that 
Apple  excludes. 

The  hottest  product  in  personal 
computers  today  is  the  notebook 
computer.  Here,  however,  Apple  still 
lags  the  Japanese. 

Since  Toshiba  launched  its  Dyna- 
book  in  1989,  the  Japanese  market 
has  embraced  notebooks  faster  than 
has  any  other  market,  and  laptops 
currently  account  for  40% — and  ris- 
ing— of  Japan's  PC  sales.  This  is  partly 
because  desk  spao*  is  at  a  premium  in 
cramped  Japanese  offices  and  homes 
and  because  notebooks,  usually 
priced  under  $1,500,  were  the  first 
cheap  personal  computers  in  Japan. 
(A  standard  NEC  desktop  is  $3,000.) 

Sculley,  who  visits  Tokyo  frequent- 
ly, knows  that  Takeuchi  needs  a  small 
machine  to  sell.  He  promises  that 
Apple  will  have  a  family  of  notebooks 
out  by  the  end  of  the  year.  "We  clearly 
missed  the  laptop  market,"  says  Scul- 
ley. "We're  not  going  to  miss  the 
notebook  market."  ■■ 
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Third-ranked  CBS  anticipates  another 
moneylosingyear.  Fourth-ranked  Fox  Broadcasting 
Co.  is  booking  record  profits  and  may  change 
the  face  of  network  television. 

Making  money 
on  rotten  ratings 


By  Kathryn  Harris 

When  Barry  Diller  launched  a 
fourth  TV  network  for  Rupert  Mur- 
doch's News  Corp.  in  1986,  he  did  so 
in  the  face  of  eroding  network  viewer- 
ship  and  an  actual  decline  in  ad  reve- 
nue for  the  networks  in  1985.  These 
days,  the  overall  business  isn't  much 
better.  But  Diller's  Fox  Broadcasting 
Co. — independent  of  the  profitable 
Fox-owned  TV  stations — expects  to 
close  out  fiscal  199 1  (which  ends  June 


30)  with  a  record  $60  million  operat- 
ing profit,  before  taxes  and  interest, 
on  revenues  of  $500  million. 

What's  intriguing  here  is  that  Fox  is 
ranked  fourth  of  the  four  networks, 
well  behind  third-place  CBS.  In  the 
prime-time  season  just  ended,  Fox 
drew  only  half  the  audience  CBS  did. 
Yet  Fox  is  making  money,  while  CBS 
braces  for  more  operating  losses  at  its 
network. 


mm^ 
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Fox's  secret:  low  overhead.  "We 
have  a  $500-million-a-year  business, 
from  soup  to  nuts,  with  218  people," 
Diller  exults.  "It's  clean  as  a  whistle." 
Making  a  virtue  of  its  limited  re- 
sources, Fox  underspends  the  compe- 
tition. But  it  attracts  young,  urban 
viewers  with  quirky,  satirical  pro- 
gramming like  Married  .  .  .  with  Chil- 
dren and  The  Simpsons,  and  so-called 
reality-based  shows  like  America's 
Most  Wanted  and  Cops.  The  network 
presently  has  no  (expensive)  national 
news  organization  or  sports  division, 
and  still  programs  only  12  hours  of 
prime  time  each  week  for  its  affiliates. 
This  is  in  contrast  to  22  hours  offered 
by  each  major  network  to  its  affiliated 
stations. 

Fox  is  occasionally  derided  as  the 
equivalent  of  a  network  of  first-run 
syndication  shows,  a  charge  against 
which  Diller  bristles.  "We  take  the 
responsibility  to  program  a  time  peri- 
od, in  sickness  and  in  health,  until  it 
works,"  he  says.  "And  we  also  take 
the  responsibility  for  selling  the 
schedule  to  the  public." 

Fox  may,  in  fact,  be  a  blueprint  for 
some  other  network's  future.  Holly- 
wood and  New  York  buzzed  this 
month  with  speculation  that  NBC 
might  slash  its  prime-time  schedule  to 
15  hours,  or  that  CBS  might  jettison 
news.  Both  networks  denied  the  re- 
ports, but  the  rumors  are  not  entirely 
baseless,  since  networks  are  begin- 
ning to  search  in  earnest  for  ways  to 
cut  their  staggering  overheads. 

Garth  Ancier,  a  former  program- 
ming executive  at  both  nbc  and  Fox, 
argues  that  networks  could  abandon 
the  business  of  delivering  expensive 
series  for  10  to  11  p.m.,  the  least- 
watched  hour  of  the  prime-time 
schedule.  Ancier  thinks  that  most  af- 
filiates would  jump  at  the  chance  to 
put  on  local  news  at  1 0  p.m.  and  move 
up  a  late-night  show  like  abc's  Night- 
line  to  10:30. 

Significantly,  Fox  won't  provide 
weeknight  10  o'clock  series  to  its 
affiliates  next  year.  Too  expensive.  In 
fact,  the  network  is  still  trying  to 
decide  how  often  it  will  deliver  Mon- 
day night  movies  (some  theatrical, 
some  made-for-Tv).  Without  a  two 
hour  movie,  Fox  is  providing  just  ten 
hours  of  prime-time  programming. 

Fox  could  still  add  a  sixth  or  sev- 
enth   night    of   programming,    but 
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Diller  doesn't  want  to  make  the  mis- 
take of  adding  to  his  costs  while  the 
network  advertising  market  is  weak,  * 
In  the  "scatter"  market  for  the  ma- 
jors— where  advertisers  buy  network 
time  after  the  start  of  the  broadcast 
season — prices  are  20%  below  the 
rates  established  in  last  year's  "up- 
front" sales.  Now  advertisers  are  ask- 
ing why  they  should  make  heavy  up- 
front commitments  for  the  1991-92 
TV  season  if  they  can  buy  desirable 
spots  at  a  discount  later  in  the  yc?r. 

No  one  can  predict  the  upfront 
sales,  but  all  four  networks  expect 
worse  results  from  the  upcoming  sea- 
son. For  the  three  majors,  covering 
the  Persian  Gulf  war  was  an  added 
expense.  Capital  Cities/ abc — widely 
regarded  as  the  best-managed  broad- 
cast giant — could  see  its  network  op- 
erating profit  tumble  30%  to  $160 
million  in  1991,  says  Oppenheimer 
analyst  Jessica  Reif. 

CBS,  of  course,  has  its  own  problems; 
primarily,  overpaying  for  sports  rights. 
In  1990  the  company  made  a  $190 
million  pretax  provision  for  future 
losses  for  the  remaining  three  years  of 
its  Major  League  Baseball  contract. 
Even  so,  Reifprojects  an  operating  loss 
of  $120  million  for  the  network  in 
1991 .  The  parent  corporation  plans  to 
whack  400  jobs  from  its  6,650-person 
payroll.  But  that  is  a  mere  dent  in  an 
industry  still  caught  in  a  spending 
frenzy  for  top  talent,  and  where  nearly 
70%  of  the  first-year  prime-time  series  . 
are  killed  before  going  on  to  a  second 
season. 

Compare  this  to  Diller's  low-over- 
head Fox.  Troubled  freshman  shows 
are  nursed,  because  cancelation  is 
cosdy  and  there  are  fewer  replace- 
ments on  the  shelf.  And  Fox  pays 
producers  about  5%  less  than  other 
networks  do.  The  savings  can  be  sig- 
nificant,-since  program  costs  amount 
to  66%  to  70%  of  the  network's  reve- 
nue. If  Fox  can  save  $25  million,  that 
sum  drops  to  the  bottom  line. 

Diller  cryptically  hints  that  he  can 
build  viewership  as  well  as  hold  the 
line  on  costs.  "We  think  we  have 
figured  out  why  these  three  networks 
have  gone  from  96%  to  63%  [of  the 
audience],"  he  says.  "We  have  a 
plan — we've  been  working  on  it  for 
months — as  to  how  we're  changing 
it."  A  man,  and  a  network,  to  keep 
watching.  M 


Already  battered,  department  stores  face  yet 
another  formidable  competitor  in  outlet  malls. 


Gheapi 
Gucci 


By  Gretchen  Morgenson 


ie 


Sawgrass  Mills 
outlet  mall, 
Fort  Lauderdale 
One  good  reason 
department  stores 
aren't  crowded. 


If  you  had  shot  a  cannonball  across 
the  ground  floor  of  Lord  &  Taylor's 
Fifth  Avenue  store  on  a  recent  after- 
noon, there  would  have  been  few 
casualties.  Not  so  in  any  of  the  95 
stores  of  the  Woodbury  Common 
Factory  Outlets,  a  mall  situated  an 
hour  north  of  Manhattan  in  Central 
Valley,  N.Y.  (near  West  Point).  On  a 
recent  Saturday  20,000  shoppers 
mobbed  the  cobblestone  streets  of 
the  Hudson  River  Valley  develop- 
ment, hunting  for  cut  prices  at  such 
swank  establishments  as  Gucci,  Anne 
Klein,  Liz  Claiborne,  Adrienne  Vitta- 
dini,  Dansk  and  Charles  Jourdan. 
Here  they  grabbed  trendy  merchan- 
dise at  discounts  of  40%  to  60%  off 
Lord  &  Taylor's  prices. 

Outlet  malls  like  Woodbury  Com- 
mon are  one  of  the  few  bright  spots  in 
today's  retailing  gloom.  Last  year 
these  malls  did  at  least  $6  billion  in 
traffic,  up  25%  from  the  year  earlier. 
Sales  per  square  foot  increased  from 
$149  in  1984  to  $235  last  year.  There 
are  some  250  outlet  malls  operating 
and  another  100  planned,  including  a 


1 .5-million-square-foot  mall  in  Niag- 
ara Falls,  strategically  located  to  prey 
on  the  millions  of  tourists  who  ogle 
the  falls  every  year. 

Almost  everywhere  else,  retail  sales 
are  either  tapering  off  after  a  spurt  in 
growth  (warehouse  clubs,  mail  order 
and  discount  apparel  stores)  or  down- 
right weak  (department  stores).  Out- 
let shoppers  are  telling  a  very  different 
story.  Consultant  Elizabeth  Eagles  of 
the  Creative  Marketplace  in  Stam- 
ford, Conn,  reports  that  shoppers  say 
they  spend  more  than  two  hours  in  an 
oudet  mall,  compared  with  68  min- 
utes in  traditional  suburban  malls. 

The  typical  outlet  mall  has  up  to  25 
tiny  (3,000  square  feet)  shops,  each 
owned  by  a  manufacturer.  The  mix  is 
skewed  to  women's  apparel  and 
shoes,  with  a  newer  sprinkling  of  bed 
linens,  cooking  gear  and  table  set- 
tings. Factory  outlets,  of  course,  have 
been  around  for  decades,  and  in  more 
recent  years  certain  touristy  cities 
(Concord,  N.H.  and  Freeport,  Me.) 
have  been  known  for  their  clusters  of 
outlets.  What's  new  is  the  marrying  of 
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Outlets 


Woodbury 
Common  Factory 
Outlets  in  upstate 
New  York 
Shopping  as 
entertainment. 


this  concept  to  the  venerable  mall. 

The  phenomenon  began  some  ten 
years  ago  with  malls  featuring  mid- 
priced  goods  such  as  Van  Heusen 
shirts  and  Hanes  socks,  but  fashion 
designers  have  quickly  jumped 
aboard.  This  year  at  least  60  designer 
lines  are  showing  up  in  oudet  malls. 
Mark  Cross,  the  vendor  of  expensive 
luggage,  and  fashion  designer  Donna 
Karan  are  launching  their  first  oudet 
stores  at  Woodbury  Common. 

Manufacturers  play  this  game  for 
several  reasons.  It  enables  them  to 
segment  their  market,  capturing 
price-conscious  buyers  by  selling 
items  marked  "irregular"  without 
cannibalizing  the  higher- margin  sales 
going  through  department  stores. 
And  if  some  factory  production  really 
is  flawed,  better  to  sell  it  at  your  own 
outlet  than  to  release  it  to  a  shlocky 
remainder  store  that  would  damage 
your  image.  Manufacturers  and  mar- 
keters also  find  the  malls  useful  for 
monitoring  consumer  whims  in  a 
business  where  success  or  failure  rests 
on  such  whims. 

Department  stores  are  a  prime  out- 
let for  midpriced  and  luxury  goods, 
but  with  department  stores  fading 
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almost  everywhere,  marketers  need  a 
replacement.  The  malls  provide  it. 
Since  1987,  for  example,  clothing  and 
shoe  manufacturer  Phillips-Van  Heu- 
sen Corp.  has  boosted  its  sales  an 
average  17%  and  its  earnings  22%  per 
year.  Chairman  Lawrence  Phillips  be- 
lieves his  110  oudet  stores  figure 
heavily  in  this  success.  "During  this 
recession  we  have  never  had  to  close  a 
factory  and  we  have  increased  our 
share  of  market,"  he  says. 

For  most  Americans,  shopping  is 
not  a  necessity;  it  is  a  prime  recreation. 
Customers  flock  to  outlet  malls  not 
only  for  the  name -brand  merchandise 
but  for  a  little  entertainment  as  well. 
The  160-store  Belz  Factory  Outlet 
World  in  Orlando,  Fla.  attracted  9 
million  people  last  year,  more  than 
any  neighboring  attraction  with  the 
exceptions  of  Disney  World  and  Ep- 
cot  Center.  In  the  center  of  the  mall  is 
a  working  carousel.  An  antique  car 
show  and  an  Amish  quilt  auction  are 
on  the  June  calendar  at  the  Aurora 
Farms  Factory  Outlets  in  northeast 
Ohio.  A  sport  fishing  and  hunting 
show  is  scheduled  at  Woodbury 
Common  in  September. 

That  outlet  malls  are  often  near 


vacation  destinations  is  another  rea- 
son these  stores  are  a  hit.  Consumers 
on  holiday  are  in  good  spirits  and  not 
pressed  for  time,  a  prescription  for  a 
buying  binge. 

Public  companies  reaping  the 
benefits  of  outlet  mall  popularity  in- 
clude Liz  Claiborne,  Leslie  Fay,  Crys- 
tal Brands,  the  maker  of  Izod  sports- 
wear and  Monet  jewelry,  jeansmaker 
Gitano  Group  and  housewares  manu- 
facturer Corning.  Because  most  out- 
let malls  are  situated  at  least  30  miles 
from  urban  or  suburban  shopping 
areas,  these  manufacturers  don't  risk 
alienating  their  department  store  ac- 
counts by  selling  their  goods  at  a  deep 
discount. 

Times  change.  Department  stores 
will  continue  to  lose  customers  to 
outlets.  Even  more  vulnerable  are 
J.C.  Penney  and  Sears.  These  two 
national  chains  pay  high  rentals  for 
prime  locations  in  traditional  malls. 
Adapting  to  changing  public  tastes, 
they  have  tried  to  attract  wealthier 
consumers  in  recent  years  by  offering 
more  branded  and  less  private -label 
merchandise.  In  many  cases,  these  arc 
just  the  brands  sold  in  outlet  malls — 
at  lower  prices.  Hi 
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The  Bush  Administration  wants  to  encourage  younger 
workers  to  save  more.  But  to  pay  for  the  incentives  it 
wants  to  soak  older  people  who've  already  saved. 

Tax  politics 
as  usual 


By  Janet  Novack 

It  sounds  worthy.  The  Bush  Admin-  concessions  that  now  cut  the  tax  bite 

istration  proposed  in  late  April  that  a  on  lump-sum  distributions, 

new  tax-sheltered  retirement  saving  The  endangered  tax  breaks  are: 

program  be  created  for  businesses  1)  A  taxpayer  over  55  receiving, 

with  up  to  100  employees.  say,  a  $100,000  payout  can  use  what's 

The  plan  would  be  easier  to  admin-  known  as  the  "ten-year  averaging" 

ister  than  existing  401  (k)  and  pension  break  to  cut  taxes  on  the  payout  by 

plans.     A     participating     employer  about  half,  to  $14,500. 

would  put  2%  (up  to  a  maximum  of  2)  Alternatively,  a  retiree  can  use 

$2,000)  of  each  employee's  gross  pay  the  "five-year  averaging"  concession 

into  a  retirement  account.  The  em-  to  reduce  taxes  to  around  $15,400. 

ployee  could  then  put  up  to  $4,200  of  Without   the    breaks,   a   taxpayer 
pretax  income  into  the  account; 


in  addition,  generous  employ- 
ers could  match  up  to  half  the 
employee's  contribution,  for  a 
maximum  of  $8,300. 

So  far,  so  good.  Now  comes 
the  hard  part.  No  one  will  put  a 
price  tag  on  the  proposal,  but  it 
will  certainly  cost  the  Treasury 
some  tax  revenues.  The  budget 
deficit  this  year  will  exceed 
$340  billion.  And  the  rules  of 
last  year's  so-called  budget  defi- 
cit reduction  pact  require  that 
any  new  measure  that  reduces 
tax  revenues  must  be  funded  by 
tax  hikes  or  spending  cuts  some- 
where else. 

From  where?  The  Adminis- 
tration has  chosen  an  unlikely 
source:  ordinary  people  over  55 
who  have  resolutely  saved  for 
their  retirements.  Specifically, 
the  Administration's  solution 
would  hurt  many  retirees  who 
take  lump-sum  payouts  from 
profit-sharing  and  pension 
plans  (including  401  (k)s  and 
Keoghs)  and  don't  roll  the 
money  over  into  Individual  Re- 
tirement Accounts. 

At  issue  here  are  three  tax 


Some  retirees  use  lump-sum  payments  to  buy  a  home 
Can  we  afford  it,  without  the  special  tax  break? 


would  pay  about  $30,000  on  the 
$100,000  payout.  Taxpayers  born 
before  1936  can  use  ten-year  averag- 
ing. Five-year  averaging  can  be  used 
by  all  taxpayers  once  they  turn  59V2. 
3)Retirees  who  receive  company 
stock  from  a  pension  or  profit-sharing 
plan  are  required  to  pay  taxes  only  on 
the  value  of  the  stock  when  put  into 
the  plan.  Appreciation  isn't  taxed  un- 
til the  shares  are  sold. 

The  Bush  proposal  would  wipe  out 
all  three  breaks,  forcing  lump-sum 
payouts  to  be  treated  as  regular  in- 
come, with  stock  distributions  taxed 
on  their  market  value. 

Why  is  the  Administration  intent 
upon  repealing  the  concessions  on 
lump-sum  payouts?  Thomas  Terry, 
Treasury  Department  benefits  tax 
counsel,  says  doing  so  will  make  for  a 
better,  simpler  tax  code.  "Repealing 
five-  and  ten-year  averaging  will  mate- 
rially contribute  to  simplification  and 
[pension]  preservation,"  he  claims. 

Yes,  the  rules  are  complex.  But 
Washington's  tinkering  never  seems 
to  make  things  simpler.  "Preserva- 
tion" is  a  code  word  for  the  rather 
condescending  assumption  that 
retirees  will  squander  the  lump 
sum  if  they  aren't  forced,  by 
heavy  taxes,  to  roll  it  into  an  ira. 
Are  older  Americans  really 
spendthrifts?  David  Wray,  presi- 
dent of  the  Profit  Sharing 
Council  of  America,  an  em- 
ployers' group,  insists:  "People 
are  exquisitely  careful  with  their 
own  [retirement]  money." 
Adds  Robert  Zimmerman, 
manager  of  retirement  plans  for 
Zenith  Electronics  Corp.: 
"Some  people  use  the  [lump- 
sum distribution]  money  im- 
mediately, to  purchase  a  retire- 
ment home  or  go  into  a  retire- 
ment business.  That's  le- 
gitimate, and  they  ought  to  be 
able  to  do  that  without  having 
their  money  confiscated."  Zim- 
merman and  other  benefits 
managers  say  that  lump-sum 
flexibility  is  an  important  selling 
point  to  get  employees  without 
much  spare  cash  to  save. 

Beware  of  tax  bureaucrats 
when  they  talk  about  simplicity. 
It  usually  means  they  are  about 
to  take  somebody's  modest  tax 
benefit  away.  M 
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The  people  at  Deere  &  Co.  have  been  through  many 
recessions  before,  which  is  why  they  work  relentlessly 
to  force  down  their  manufacturing  costs. 

Staying  on  top  in  a  tough 
business  in  a  tough  year 


By  Steve  Weiner 

These  are  good  times  down  on  the 
farm.  Land  values  are  rising,  debt  is 
down  and  farmers'  cash  income 
should  decline  by  only  5%  or  so  from 
last  year's  near  record  of  about  $58 
billion. 

But  farmers,  like  most  of  the  rest  of 
us  these  days,  are  holding  on  to  their 
money  instead  of  loading  up  on  fancy 


new  equipment.  Farm  equipment 
makers  are  cutting  both  production 
and  prices.  The  granddad dy  of  them 
all,  $7.9  billion  (1990  revenues) 
Deere  &  Co.,  is  no  exception.  Mea- 
sured in  tonnage,  its  production  was 
down  25%  in  1991's  first  quarter 
(ended  Jan.  31).  Its  loss  for  the  peri- 
od: $43  million.  This  represents  quite 


Deere's  chairman  and  chief  executive  officer,  Hans  Becherer 

An  old  hand  at  riding  out  recessions— and  emerging  stronger. 
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a  comedown.  In  the  fiscal  year  that 
ended  Oct.  31,  Deere  produced  the 
best  earnings  of  its  154-year  history — 
$411  million,  or  $5.42  a  share. 

Deere,  which  holds  about  32%  of 
the  North  American  market  (accord- 
ing to  Stark's  Off-Highway  Ledger,  a 
trade  publication)  and  perhaps  10%  of 
the  world  market,  has  not  been  as 
seriously  hit  as  Tenneco's  J.I.  Case 
division,  which  holds  about  21%  of 
the  North  American  market,  or  Ford 
New  Holland  ( 19%),  which  is  close  to 
completing  its  merger  with  Fiat 
Group's  agricultural  business.  Case, 
for  example,  had  a  first-quarter  oper- 
ating loss  of  $147  million.  Overall, 
Deere  believes  that  its  inventories, 
though  troublesome,  are  generally  at 
one-third  of  industry  levels.  Deere, 
for  example,  has  trouble  rounding  up 
medium-size  utility  tractors  in  some 
regions,  while  the  industry  generally 
is  burdened  with  a  nine-month 
supply. 

Headquartered  in  lush  surround- 
ings at  Moline,  111.,  the  Deere  team 
has  seen  booms  and  busts  before. 
Scores  of  companies  have  gone  out  of 
business  in  this  old  industry  in  recent 
decades.  Deere  is  a  survivor — the  sur- 
vivor. It  has  succeeded  not  only  by 
producing  excellent  equipment  but 
also  by  paying  fanatical  attention 
to  costs. 

Hans  Becherer,  a  youthful  looking 
56 -year-old  marketing  man,  was 
named  chief  executive  officer  in  Au- 
gust 1989.  He  proudly  notes  that 
Deere  produced  the  same  tonnage  in 
1990  as  it  did  ten  years  earlier — but 
with  one-third  fewer  workers. 
"We've  cut  costs  2%  to  2V-i%  a  year  lor 
the  past  five  years,"  says  Becherer, 
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A  futuristic  interpretation  of  a  legendary  design: 
The  Movado  Sapphire  Museum  SD*  Watch. 

The  famous  Movado  Museum  dial,  a  registered 
trademark  of  the  Movado  Watch  Company,  repre- 
sents the  quintessence  of  the  modern  design  move- 
ment. Simple,  functional,  tasteful. 

Its  purity  of  design  has  won  it  a  place  in  the  per- 
manent collection  of  the  Museum  of  Modern  Art. 

It  is  a  "high  tech"  timepiece.  In  both  appearance. 
And  actuality. 

A  synthetic  sapphire  crystal  forms  the  front  of  the 
case.  (With  hardness  second  only  to  a  diamond,  it  is 
virtually  scratch-resistant.)  A  technological  process 
permanently  adheres  it  to  the  invisible  black  bezel. 

The  case  becomes  one  with  the  bracelet  creating 
the  balanced  proportions  found  in  fine  sculpture. 

The  Movado  Sapphire  Museum  SD  is  strikingly 
thin.  Inside  is  an  electronic  quartz  movement  that  is 
accurate  to  within  60  seconds  a  year.  It  never  needs 
winding. 

Like  all  Movado  Watches  it  enjoys  the  care  of 
Swiss  craftsmanship.The  Movado  Sapphire  Museum 
SD  Watch.  A  classic  for  now  and  future  time. 


MOVADO 

The  MuseumA/Vatch. 

BAILEY  BANKS  &  BIDDLE 


Deere  &  Co. 


Deere  President 
David  Stowe 
There  are  times 
when  you  have  to 
sacrifice  profit 
margins  to 
maintain  market 
share. 


"and  that  should  continue." 

Like  the  auto  industry,  the  farm 
equipment  industry  has  been  plagued 
with  discounts  and  interest-free  fi- 
nancing. Farm  equipment  makers 
bear  a  burden  auto  companies  don't: 
Auto  dealers  own  and  pay  for  their 
inventory  up  front.  But  Deere's  deal- 
ers usually  don't  pay  until  the  equip- 
ment is  sold,  which  means  the  compa- 
ny finances  their  inventory. 

With  farmers  in  no  mood  to  buy 
right  now,  pressures  to  offer  incen- 
tives are  mounting  on  Deere  and  its 
dealers.  Farmers  shop  around,  some- 
times playing  dealers  off  one  another 
over  a  territory  of  100  miles  or  more. 
Dealers  often  end  up  selling  machines 
at  close  to  cost,  and  they  count  on 
parts  and  service  business  to  produce  a 
profit. 

"We've  trained  customers  to  wait 
for  the  [sales]  promotions,"  sighs 
Gary  Holland,  who  owns  a  Deere 
dealership  at  Mendota,  111.  Holland's 
unusually  large  S3  million  inventory 
includes  $1  million  of  used  gear,  up 
53%  from  a  year  ago. 

Becherer  explains  that  Deere  uses 
incentives  to  try  to  match  production 
with  demand  in  the  seasonal  farm 
economy.  Even  in  the  fall  and  winter 
off-season,  it  builds  sales  with  price 
reductions  and  incentives.  Today 
about  70%  of  Deere's  big  machines 
are  ordered  in  advance  of  seasonal 
use.  This  is  up  from  just  25%  a  decade 


ago,  and  is  better  than  double  the 
industry's  estimated  pre -order  rate. 

This  penalizes  short-term  margins, 
because  incentives  and  haggling  can 
easily  mean  that  farmers  buy  at  1 5%  or 
more  off  list  price.  But  it  helps  Deere 
maintain  market  share.  And  it  permits 
the  company  to  produce  farm  ma- 
chines more  steadily  all  year  long. 
That  helps  control  costs,  says  David 
Stowe,  Deere's  president  and  chief 
operating  officer.  Someone  has  to 
bear  the  burden  of  building  equip- 
ment in  advance  of  its  use  season. 
Compared  with  dealers  and  farmers, 
Stowe  says,  "our  premise  is  that  we 
are  the  low-cost  borrower." 

Faced  with  all  these  pressures  on 
profit  margins,  Becherer  and  his  col- 
leagues have  worked  tenaciously  to 
force  their  manufacturing  costs 
down.  Using  so-called  cellular  manu- 
facturing techniques — the  grouping 
of  machinery  to  cut  manufacturing 
time  and  the  overhead  cost  of  work- 
in-progress — Deere  has  managed  to 
cut  the  cost  of  axle  spindles  by  15% 
and  reduce  the  defect  rate  to  zero. 

"The  spindle  we  make  today  will  be 
on  a  combine  tomorrow,"  says  a 
Deere  worker  at  an  axle-making  mod- 
ule in  East  Moline,  111.  "It  used  to  take 
two  weeks."  Just-in-time  deliver)'  of 
cabs  from  a  subcontractor  saves  Deere 
S270  per  combine.  The  combine  fac- 
tory now  stockpiles  no  part  for  more 
than  a  week,  down  from  a  month  a 


few  years  ago. 

One  of  Deere  &  Co.'s  greatest 
assets,  impossible  to  convey  on  the 
basis  of  quarterly  earnings  swings,  is 
the  loyal  group  of  customers  who 
would  never  buy  a  tractor  or  combine 
that  wasn't  painted  Deere  green. 
Nearly  85%  of  the  company's  sales 
each  year  are  to  repeat  customers. 
Which  means  that,  for  all  its  dedica- 
tion to  cutting  costs,  Deere  people 
never  stint  on  quality.  Deere's  new 
line  of  combines,  introduced  in  1989, 
was  run  through  7,000  hours  of  use 
by  contract  harvesters  before  the  de- 
sign was  made  final.  Almost  every 
function  on  the  Maximizer  combine 
can  be  controlled  from  inside  the  air- 
conditioned  cab,  which  is  fitted  with 
high-quality  stereo,  tilt  steering  and  a 
comfortable  seat. 

The  black  spot  at  Deere  has  been  its 
industrial  equipment  business,  which 
represents  about  20%  of  sales.  First- 
quarter  production  of  construction 
gear — bulldozers,  excavators  and  the 
like — sagged  36%.  Prices  have 
dropped.  The  business  is  in  the  red. 
No  recovery  is  expected  here  until  the 
housing  and  general  construction 
markets  recover. 

Another  cloud  is  drifting  onto 
Deere's  horizon:  this  fall's  negotia- 
tions with  the  United  Auto  Workers, 
which  represents  about  68%  of 
Deere's  factory  labor  force.  Union 
pacts  already  require  the  company  to 
pay  its  employees  about  60%  of  their 
regular  wage  even  when  factories  are 
shut  down.  That's  a  major  reason 
first-quarter  production  cuts  were  so 
costly.  Pay  and  job  security  are  ex- 
pected to  be  significant  issues  in  this 
year's  negotiations. 

Deere  expects  its  overall  produc- 
tion to  be  down  15%  this  year,  versus 
the  first  quarter's  25%  decline.  Its 
credit  and  insurance  businesses  con- 
tinue to  earn  good  money.  Assuming 
modest  economic  recovery  and  good 
crops,  Becherer  expects  that  Deere 
will  be  profitable  for  1991;  analysts 
peg  it  at  $2  to  $2.25  a  share.  At  a 
recent  price  of  about  50,  Deere  might 
seem  richly  priced  at  22  times  pro- 
spective earnings,  but  investors  arc 
willing  to  pay  a  premium  for  Deere's 
demonstrated  survivability.  This  is  a 
tough  business  but  a  necessary  one, 
and  no  one  doubts  that  Deere  will 
continue  to  he  world  leadei  M 
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Fine  In  Theory. 


THE  CHALLENGER®  601-3A  CORPORATE  JET 

Today,  as  corporate  leaders  streamline 
systems,  focus  strategies  and  implement 
more  effective  tools,  Challenger's  popularity 
is  growing.  Because  Challenger  lets  them 
move  players  around  the  global  arena 
swiftly.  Efficiently.  Securely.  And  because 
this  unique,  widebody  full-size  jet  sets  new 
standards  for  productivity.  Performance. 
And  value. 

Whether  you're 
replacing  older,  costlier, 
less  efficient  full-size 
jets  or  moving  up  from 
the  mid-size  category, 
here  are  some  very 
good  reasons  why 
you  should  consider 
Challenger. 


OPERATING 
QUIET 

The  first  intercon- 
tinental business  jet 
to  meet  Washington 
National's  stringent 
noise  restrictions, 
Challenger  is  still  the 
quietest  full-size  jet, 
overall.  As  more 
communities  pass 
environmental  legis- 
lation, Challenger 
assures  you  of  going 
where  you  want, 
when  you  want. 


•  London  to  Paris  or  non-stop  London 
to  New  York,  Challenger's  advanced 
aerodynamics  and  high  bypass  GE  engines 
yield  superior  operating  efficiencies. 

•  Challenger's  unique  widebody  cabin 
provides  more  usable  space.  For  a  roomier, 
less  confining  environment  en  route. 

•  Challenger  customers  are  backed  by 
superior  levels  of  service  and  support, 

24  hours  a  day. 
•     At  about  $6  million 
less  than  its  nearest 
full-size  competitor, 
Challenger  is  by  far  the 
most  economical  jet 
in  the  category.  In  terms 
of  both  acquisition  and 
direct  operating  costs. 


LONG  RANGE 
PERFORMANCE 

Transatlantic  cross- 
ings are  well  within 
Challenger's  3,600 
nm  non-stop  range. 
Twin  GE  CT34s  give 
Challenger  a  superior 
thrust-to-weight  ratio 
and  ample  power  to 
climb  quickly  to  cruise 
altitude.  So  you  save 
time  by  avoiding  the 
traffic  and  rerou tings 
on  westbound  North 
Atlantic  tracks. 


HELSINKI 
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The  fact  is,  80%  of 
all  business  trips  are 
under  300  nautical 
miles.  With  a  short 
range  fuel  burn  that 
rivals  that  of  many 
mid-size  jets,  it's  easy 
to  under:     id  why 
more  and  a  >re  corpor 
ations  are  trading  up 
to  the  higher  produc- 
tivity of  Challenger. 


High  elevation  and  soar- 
ing temperatures  netdn  't 
put  an  airport  off  limits. 
From  Bern,  Switzerland's 
4, 298 -foot  runway,  on  an 
unusually  warm  80°F  day, 
a  Challenger  jet  carrying 
10  passengers  and  3  crew 
can  climb  to  FL  410 
in  17  minutes  flat.  And 
reach  Helsinki,  Finland 
in  2  hours,  33  minutes. 
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Challenger's  Jlat 
jloored  cabin  measures 
8  feet  2  inches  wide, 
6  feet  1  inch  high, 
28  feet  3  inches  long. 
Total  usable  space: 
1,150  cubic  feet. 


THE  8-HOUR  CABIN 

Challenger's  rise  in  popularity 
is  largely  due  to  the  fact  that  it  is  the 

widest  corporate 
jet  on  the  market 
1  today.  A  unique 
and  meaningful 
advantage  to  those 
who  must  main- 
tain productivity 
through  long 
hours  in  flight. 
And  after  arrival. 
In  addition  to  more  physical 
space,  Challenger's  widebody  cabin 
yields  more  psychological  space. 
Providing  a  quieter,  more  comforting 
ambience  in  which  to  work.  Confer. 
Think.  Relax.  Prepare  for  the  business 
at  hand.  Even  while  cruising  at 
speeds  up  to  Mach  .83. 

And  because  Challenger  offers 
more  usable  space,  you  can  design, 
configure  and  furnish  a  cabin  that 
more  closely  resembles  your  office. 
And  equip  it  with  the  tools  and 
amenities  you'll  need  to  feel  at  home, 
no  matter  where  in  the  world  your 
business  takes  you. 


Challenger's  extra  width  may  seem  insignificant  when  measured  in  inches.  But 
when  measured  in  hours,  the  difference  is  appreciable.  And  much  appreciated. 
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Challenger's  spacious, 
stand-up  lavatory 
doubles  as  an  in-flight 
dressing  room.  For 
your  added  convenience, 
Challenger's  115 
cubic  foot  baggage 
compartment  is  fully 
accessible  in  fight. 


An  integrated  digital  fight 
guidance  system  reduces 
pilot  workload.  Separate 
climate  controls  and 
an  airliner-size  interior 
maximize  pilot  comfort. 
The  result?  Increased 
productivity  during  every 
stage  of  fight. 


TAKE  A  CLOSER  LOOK 

More  than  200  corporations  and  governments  around  the 

world  are  convinced:  Challenger  is  the  right  business  jet  for  the  times. 

We  believe  a  closer  look  will  convince  you,  too. 

For  more  information,  or  to  discuss  acquisition  and  leasing  options, 

please  call  Bryan  T.  Moss,  President,  Challenger  Division,  at  203-688-7767. 

In  Europe:  (44)  628-529366.  In  the  Far  East:  852-730-2243. 

In  Canada:  514-744-1511.  Fax:  514-744-6586. 


A  CROUP  OF  BOMBARDIER  INC 


Challenger.  The  Quiet  Revolution. 


^'inadair  and  Challenger  are  registered  trademarks  of  Bombardier  Inc. 
•p.6   in   Canada 


Marvin  Davis  is  selling  and  Japanese  sporting  goods 
companies  are  buying.  What  better  indications  do  you 
need  that  the  North  American  ski  industry  is  overbuilt 
and  facing  a  rough  future? 

Downhill  bracer 


By  Richard  L.  Stern 

Forskiers  it  gets  no  better.  The  high- 
speed chairlift,  appropriately  named 
Seventh  Heaven,  breaks  through  the 
clouds  into  brilliant  sunshine  just  be- 
low the  peak  of  Blackcomb  Mountain 
(elev.  7,000  feet)  in  British  Colum- 
bia. In  minutes,  the  skiers  are  rushing 
down  the  wide,  bowl-shaped  Horst- 
man  Glacier,  trailing  a  plume  of  fresh 
powder. 

Bliss!  For  skiers,  that  is.  But  for 
their  competition,  Blackcomb  and  its 
twin,  Whisder  Mountain,  are  bad 
news.  Among  the  finest  new  ski  re- 
sorts in  North  America,  Blackcomb 


and  Whisder  are  just  two  hours  north 
of  Vancouver,  B.C.,  five  hours  from 
Seatde  and  about  nine  hours  by  air 
from  Japan.  By  April  the  pair  had 
broken  attendance  records  this  past 
season  with  1 .4  million  skier  visits,  up 
150,000  from  the  year  before.  But  the 
overall  number  of  skiers  is  not  increas- 
ing, meaning  that  Whisder-Black- 
comb  are  gaining  market  share  at  the 
expense  of  many  undercapitalized, 
overleveraged  and  low- margin  North 
American  ski  resorts. 

Apart  from  a  relative  handful  of 
prosperous  big  resorts,  most  of  the 


Skiing  the  powder  at  Blackcomb  Mountain,  British  Columbia 

Great  snow  and  good  facilities  add  up  to  a  top  and  profitable  ski  resort. 


approximately  $7  billion  (including 
clothing,  equipment,  travel  and  lodg- 
ing) U.S.  ski  resort  industry  is  ending 
the  1990-91  season  in  terrible  shape. 
Weather  played  a  big  role.  Although 
the  Rockies  got  plenty  of  snow,  Cali- 
fornia's drought  continued  and  the 
snow  in  the  Northeast  seemed  to  melt 
as  fast  as  it  was  made.  But  the  reces- 
sion also  hurt.  A  family  of  four  in  a 
major  resort  can  easily  spend  $200  a 
day  on  lift  tickets  and  food  alone. 
Purchase  of  equipment  quickly  sky- 
rockets past  $500  per  skier.  When 
times  are  tough,  skiing  is  an  easy 
expense  to  cut. 

What  ails  the  industry's  weak  sisters 
will  not  necessarily  disappear.  The  fact 
is,  the  number  of  daily  visits  to  ski  hills 
has  been  stagnant  since  1979,  at 
around  50  million  days  a  year.  Last 
year's  terrible  weather  cut  that  by  at 
least  15%,  to  an  estimated  43  million 
or  so,  says  I.  William  Berry,  publisher 
of  the  Ski  Industry  Letter.  Forbes 
estimates  that  at  least  half  the  ski  areas 
in  North  America  (and  probably 
more)  lost  money  this  past  season. 
Many  ski  operations  are  said  to  be  up 
for  sale,  with  no  takers.  Several  have 
been  sold  recendy  to  Japanese  buyers, 
who  have  mostiy  taken  a  bath  on  their 
purchases  (see  box,  p.  64). 

A  year  ago — even  before  this  sea- 
son's disastrous  weather — about  a 
third  of  the  ski  areas  that  responded  to 
a  survey  by  Charles  R.  Goeldner  of  the 
University  of  Colorado  lost  money. 
"Subject  as  we  are  to  weather  condi- 
tions, this  is  farming  without  govern- 
ment subsidies,"  says  Michael  Shan- 
non, president  of  Vail  Associates,  one 
of  the  most  profitable  companies  in 
the  industry.  In  fact,  many  of  the 
nation's  ski  areas  are  on  government 
land  and  pay  hefty  fees  to  the  U.S.  that 
average  83%  of  pretax  profits,  accord- 
ing to  the  Americai  Ski  Federation. 

Consolidation  and  closure  have 
been  going  on  for  some  time.  In  1975 
there  were  about  1 ,000  ski  areas  in  the 
U.S.  The  total  is  now  around  600. 
Burlington,  Vt. -based  Knapp  Asso- 
ciates Inc.,  which  specializes  in  ski 
area  liquidations,  estimates  the  indus- 
try could  be  down  to  about  350  sites 
ten  years  from  now,  as  undercapital- 
ized resorts  continue  to  lose  business 
to  the  stronger  and  better  managed 
areas  like  Whisder- Blackcomb,  Vail- 
Beaver     in     Colorado,     Killington, 
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The  exterior  door  handle  is  not  a 
styled  flap  but  a  sturdy  grip.  Its 

looped  shape  is  meant  to  permit 
maximum  pulling  force  should 

rescue  assistance  ever  he  needed. 


This  sectional  cutaway 
shows  the  intricate  labyrinth  of  steel  channels 
and  box  shapes  designed  to  enhance  roof 
rigidity  in  the  event  of  a  rollover. 


\ 


The  steering  column 
incorporates  a  flexible  tube 
designed  to  deform  under  the 
force  of  a  frontal  impact,  limiting 
the  risk  of  excessive  rearward  or 
upward  displacement. 


The  interior  rearview 
mirror  is  mounted  to 
break  away  if  struck 

with  moderate  force. 


Like  every  interior  control 
and  lever,  this  recessed 
headlight-control  switch 
is  designed  and  shaped 
and  placed  to  help  reduce 
the  chance  of  occupant 
injury  in  a  severe  impact. 


The  frontal  structure  is 
designed  to  absorb  and 
channel  kinetic  energy  not 
only  in  head-on  but  also 
of f set  frontal  impacts — 
more  frequent  and  more 
severe.  Mercedes-Benz 
pioneered  both  the  basic 
energy-absorbing  body 
concept  and  this  offset 
enhancement. 
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A  Supplemental 

Restraint  System  (SRS) 

with  driver-side  air  bag  has  been 

standard  in  every  Mercedes-Benz  sinte  1985. 

On  many  models,  the  system  now  includes 

both  driver  and  front  passenger  air  bags. 


The  climate- 
control  unit  is  designed 
to  be  crushable  in  a  severe  impact,  minimizing 
the  risk  of  its  being  pushed  rearward  into  the  passenger  area. 


6  1990  Mcr«des-B<™  of  N.A.,  Inc.,  Montvalt,  NJ 
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Forward  occupant  movement  in  certain 
impacts  is  limited  by  emergency  tensioning 
retractors,  designed  to  tighten  slack  in 
both  front  seat  belts  within  milliseconds 
of  such  an  impact. 

The  spare  tire's 

placement  is  designed 

^v  add  extra  energy  absorption 

in  case  of  a  severe  rear  impact 
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A  crash  course  in 
Mercedes-Benz 


A  wedge-shaped  seat  insert  and  a  padded  knee 
bolster  on  the  instrument  panels  lower  edge 
combine  to  help  prevent  front  occupants 
from  "submarining"  under  their  seat 
belts  in  a  severe  frontal  impact. 


n 


An  aluminum  sheet  is 
inserted  among  the  layers 
of  wood  on  critical  dashboard 
areas  to  help  prevent  splintering 
under  the  force  of  a  direct  impact. 
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Recognizing  the  importance  of  keeping  occupants  inside 
the  car  in  a  severe  impact,  Mercedes-Benz  places  extreme 
importance  on  door-lock  design.  This  cone-type  lock  was 
patented  in  1959  and  has  since  been  steadily  refined. 


The  most  effective  single  safety  element  is  still  the  seat  belt.  So  please,  buckle  up — even  if  you  drive  a  Mercedes-Benz. 
For  more  information  about  Mercedes-Benz  safety,  call  1-800-243-9292  or  visit  your  authorized  Mercedes-Benz  dealer. 

Some  of  the  safety  features  depicted  vary  from  model  to  model. 


ENGINEERED  LIKE  NO  OTHER  CAR  IN  THE  WORLD 


The  Ski  Industry 


Japanese  skiers  at  Whistler  Mountain,  British  Columbia 

Package  tours  can  make  it  as  cheap  to  ski  here  as  at  home  in  Japan. 


Mount  Snow  and  Okemo  in  Ver- 
mont, and  Maine's  Sunday  River. 

The  retailers  and  suppliers  of  ski 
equipment,  a  major  part  of  the  indus- 
try, have  also  fared  badly.  Despite 
deep  discount  sales,  at  50%  to  70%  off 
normal  prices,  manufacturers  were 
carrying  about  $120  million  in  receiv- 
ables in  early  April,  double  the  level  of 
a  year  ago.  Ski  sales  this  season  were 
running  at  around  600,000,  about 
half  of  the  industry's  peak  in  the 
1980s,  says  a  spokesman  for  Rossig- 
nol.  Klaus  Obermeyer,  the  71 -year- 
old  owner  of  an  Aspen-based  skiwear 
business,  estimates  maybe  10%  of  re- 
tailers, and  around  15%  of  suppliers, 
will  soon  go  out  of  business. 

All  of  this  will  come  as  a  surprise  to 
those  who  took  seriously  a  1989  in- 
dustry-sponsored marketing  study  by 
McKinsey  &  Co.  It  predicted  big 
growth  potential  and  led  the  industry 
to  spend  $14  million  over  two  years 
on  a  marketing  campaign,  "Ski  It  To 
Believe  It,"  aimed  at  attracting  new 
skiers.  Many  people  in  the  ski  industry 
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believed  the  campaign  wasn't  work- 
ing, and  in  March  the  industry  cut  it 
back  to  maybe  $1  million  for  the 
upcoming  season. 

McKinsey's  ski  study  reckoned 
there  were  about  35  million  nonski- 
ing  Americans  in  what  it  called  the 
correct  "psychographic  group" — 
young,  well-off,  well-educated  peo- 
ple who  like  the  outdoors.  It  project- 
ed that  with  a  heavy  ad  campaign, 
around  1 0%  of  them  could  be  con- 
verted into  skiers  over  five  years. 
Clearly,  that  was  too  optimistic.  Ac- 
cording to  Bill  Berry,  there  are  about 
7  million  skiers  in  the  U.S.  But  of 
those,  only  an  estimated  6  million  ski 
every  year,  and  only  1 .5  million  or  so 
ski  more  than  ten  days  a  year. 

By  its  nature,  skiing  tends  to  attract 
25-to-35-year-olds;  as  the  population 
ages,  the  interest  in  skiing  will  proba- 
bly dwindle.  And  given  the  treatment 
of  many  newcomers  to  the  sport,  it's  a 
wonder  so  many  people  stick  with  it. 
Says  Craig  Altschul  who  does  consult- 
ing for  a  number  of  ski  areas,  includ- 


ing Vermont's  Bromley  Mountain 
and  Aspen  Highlands  in  Colorado: 

"Newcomers  find  long  lines  for 
rental  equipment  they  don't  know 
how  to  put  on.  That's  often  followed 
by  90- minute  ski  lessons.  Then,  the 
new  skiers,  clomping  on  what  appear 
to  them  to  be  big  awkward  boards,  are 
left  to  their  own  devices  amidst 
crowded  slopes  with  people  whizzing 
by,  some  out  of  control,  on  skis  and 
snowboards." 

As  a  Wall  Street  investment  banker 
who  is  marketing  a  ski  area  put  it: 
"How  many  times  do  you  see  some- 
body being  carried  down  a  mountain 
in  a  ski-patrol  sled?  Every  day.  And 
how  many  times  do  you  sec  someone 
being  carried  off  a  golf  course?" 

The  margins  in  ski  area  operations 
are  precarious.  Annual  operating 
profits  before  interest  costs  and  de- 
preciation for  the  industry  have  been 
as  low  as  2.8%  and  as  high  as  12.4%, 
according  to  surveys  by  Goeldner. 
One  of  the  best-run  ski  areas  is  public- 
ly owned  SKI   Ltd.,  which   owns 
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SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  in  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 


KENT 

gives  you  a  Light  with  pleasure. 
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Light.        Lighter.     Lightest. 


Kent:  12  mg.  "tar,"  0.9  mg.  nicotine;  Kent  Golden  Lights:  7  ma.  "tar.'^kng.  nicotine;  Kent  III:  3  mg.  "tar,"  0.3  mg.  nicotine  av.  per  cigarette  by  FTC  Method. 
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GOODYEAR  INVICTA  GS. 

BASED  ON  A  SIMPLE  BUT  PROVEN 
HYDRAULIC  PRINCIPLE. 


Wet  <>r  dry,  this  is  all 

that  touches  the  road: 

the  contact  patch. 


No  one  likes  to  drive  in 
the  rain. 

Which  is  why  Goodyear 
has  devoted  so  manv  vears,  and 
so  manv  millions  of  miles, 

J  7 

to  the  science  of  wet  traction. 

It's  this  unequalled  know- 
ledge that  has  led  to  the 
development  of  185-plus  mph  rain  tires  for 
some  of  the  world's  fastest  racing  cars. 

And  to  the  development  of  the  Goodyear 
Invicta  family  of  passenger  car  tires. 

The  Invicta  family  is  the  fourth  generation 
of  Goodyear  all-season  radials. 

And  it  has  found  favor  with  some  of  the 
world's  toughest  tire  critics:  the  engin  ers 
who  develop  vehicles  like  the  Lexus  Lb  WO, 


the  Audi  Quattro  V8,  the  Honda  Accord  and 
the  Buick  Park  Avenue  Ultra. 

You'll  find  the  Goodyear  Invicta  GS,  GL  or 
GA(L)  as  original  equipment  on  all  of  these 
vehicles. 

And  Invicta  radials  were  chosen  for 
these  vehicles  only  after  rigorous  compar- 
ison with  other  makes  of  tires. 

Usually,  there  is  a  minimum  of  22  different 
points  of  comparison.  Including  treadwear, 
noise,  durability.  And  wet  traction. 

No  one  likes  to  drive  in  the 
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rain.  But  you'll  find  it's  when 
it  rains  that  the  Invicta  GS 
really  shines. 

Goodyear  Invicta  radials  hair  proven  their  worth 
in  W  million  miles  of  testing.  Wet  and  dry. 


Goodyear  wins 

the  most  important 
tests  of  all. 


Goodyear  never 
forgets  that  the  contents 
of  your  car  are  always 
more  valuable  than 


Lexus  LS400 


Buick  Park  Avenue  Ultra 


Chrysler  Town  &  Country 


Toyota  Camry  V6 


You'll  find  Invicta  GS,  GL  or  GA(L)  radials  on 
some  of  the  best  vehicles  available  in  America. 
One  of  the  reasons  they  were  selected  is  their 
wet  weather  capability. 


The  wet-weather 
technology  that  goes 
into  Goodyear s 
185+  mph  Formula 
One  rain  tire  goes 
into  the  Goodyear 
Invicta  GS. 
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The  all-season  compound  and  steel-belted  radial 
construction  of  the  Invicta  GS  mean  lasting 
value,  season  after  season. 


GOOD /YEAR 


THE  BEST  TIRES  EST  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 


Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 
Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 
goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
250  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  A  dvisor. 

'Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-228-3393 


Member  SIPC/New  York  Slock  Exchange,  Inc.     ©  1991  Charles  Schwab  &  Cc,  Inc.     All  Rights  Reserved 


Charles  Schwab 
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The  Ski  Industry 

Vermont's  Killington  and  Mount 
Snow,  as  well  as  Bear  Mountain,  two 
hours  from  Los  Angeles.  With  reve- 
nues of  $84.6  million  for  1990,  S-K-I 
Ltd.'s  aftertax  net  was  $3.6  million. 
That  works  out  to  revenues  of  $50, 
and  just  $2  net,  per  skier  visit.  But  for 
the  industry  as  a  whole,  says  Mike 
Shannon,  revenues  per  skier  visit  are 
substantially  less. 

Until  several  years  ago,  the  business 
at  many  ski  areas  was  kept  going 
largely  from  the  profits  of  developing 
the  resorts'  excess  real  estate.  But  that 
was  brought  to  a  crashing  halt  by  tax 
reform  changes  in  1986  and  1987. 
Accelerated  depreciation  for  real  es- 
tate was  ended,  and  mortgage  interest 


Skiers  have  benefited 
from  all  this  turmoil. 
After  years  of  rapid  in- 
flation, lift  ticket  prices 
have  leveled  off  and,  in 
some  cases,  dropped. 


deductions  were  capped  and  limited 
to  two  residences.  Most  resorts  are 
now  awash  in  condos  for  sale. 

Melting  real  estate  profits  pushed 
Maine's  Sugarloaf,  one  of  the  finest 
ski  areas  in  the  East,  into  Chapter  1 1 
in  1985.  (It  came  out  of  Chapter  11a 
year  later.)  In  the  early  1980s  real 
estate  development  plans  at  Beaver 
Creek  almost  caused  the  failure  of  its 
sister  resort,  Vail.  In  1985  the  two 
were  purchased  by  George  Gillett  for 
$110  million,  and  despite  his  overle- 
veraging  in  junk  bonds  (Forbes,  Apr. 
29)  he  has  turned  them  into  one  of  the 
most  successful  ski  areas  in  North 
America.  New  Hampshire's  Water- 
ville  Valley,  despite  picking  up  market 
share  from  neighboring  ski  areas,  is 
still  reeling  from  a  condo-hotel  devel- 
opment that  soured. 

Many  ski  areas  still  own  consider- 
able real  estate.  But  some  are  in  what 
Vail's  Shannon  calls  the  lower-value- 
added  "dirt"  business,  selling  land  for 
others  to  develop.  In  areas  such  as 
Beaver  Creek  and  Colorado's  Tellu- 
ride,  which  are  attracting  the  very 
wealthy  skiers,  dirt  sales  have  picked 
up.  But  most  areas  around  ski  resorts 
remain  burdened  with  an  oversupply 
of  condos  and  houses  or  by  environ- 
mental restrictions,  such  as  in  Ver- 
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$17,500 

The  Novecento,  by  IWC.  A  symphony  in 
four  movements,  featuring  the  perpetual 
calendar  with  moon  phase  display. 
The  latest  work  to  come  out  of  Schaffhausen 
is  one  of  startling  originality,  tempering  angu- 
larity of  form  with  the  gentle  appeal  of  gold. 
The  first  movement,  allegro  ma  non  troppo, 
unites  two  major  themes:  the  hour  and  min- 
ute hands  beating  the  passage  of  time  with 
inexorable  precision;  the  day  and  date  dis- 
plays recording  our  progress  with  reassuring 
regularity. 

The  second  movement,  andante  un  poco 
meastoso,  also  combines  two  elements,  the 
month  and  the  moon  phase  displays,  uniting 
the  mundane  and  celestial  aspects  of  time. 
In  the  third  movement,  a  cadenza,  the  indivi- 
dual themes  of  the  year  display  occur  only 
once,  but  are  sustained  while  the  motifs  of 
the  first  two  movements  are  repeated  and 
reworked. 

Finally  the  fourth,  nobilamente,  synthesizes 
the  individual  element,  of  the  work  — 
elegance,  economy  of  form  and  technical 
brilliance. 

After  the  Novecento  by  IWC,  symphonic 
form  will  never  be  the  same  again. 

IWC 

b&nce  /o6o 

For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  1-800-432-9330 

Fred  Joaillier,  Inc.,  401  North  Rodeo  Drive,  Beverly  Hills  (213)  276-5556; 

Hesselbein's  Inc.,  202  Crossroad  Blvd.,  Ctnnel  (408)  625-2522;  Royal  Hawaiian  Gems,  2301  Kalakaua  Ave.,  Suite  C-105,  Honolulu  (808)926-2722; 

Little  Switzerland  Jewelers,  7910  Girard  Avenue,  La  Joita  (619)  454-5145;  Morgan&Co.  Jewellers,  1131  Glendon  Avenue,  Los  Angeles  (213)  208-3377; 

Chong  Hing  Goldsmith,  410-D  Atlantic  Blvd.,  Monterey  Park  (213)  623-3645; 

Traditional  Jewelers,  2646  San  Miguel  Drive,  Newport  Beach  (714)  760-8035;  Shapur,  245  Post  Street,  San  Francisco  (415)  392-1200; 

Morgan  &  Co.  Jewellers,  908  Montana  Avenue,  Santa  Monica  (213)  208-3377 


mont,  which  make  new  development 
difficult  if  not  impossible. 

With  litde  prospect  of  significant 
growth  in  the  volume  of  skiers,  the 
weak  resorts  will  continue  to  get 
weaker. 

In  Vermont,  for  example,  a  com- 
pany like  S-K-I  Ltd.,  which  had  a 
record  year,  has  the  capital  or  the 
borrowing  power  to  put  in  high- 
speed lifts  and  top  snowmaking 
equipment.  This  attracts  skiers  who 
used  to  go  to  neighboring  areas  such 
as  Japanese -owned  Stratton  Moun- 
tain, and  even  Sugarbush.  Up  in 
Maine,  Sunday  River,  now  the  third- 
largest  ski  area  in  New  England  in 
terms  of  skier  visits  ( behind  Killington 
and  Mount  Snow),  is  stealing  skiers 
from  nearby  rivals  in  New  Hamp- 
shire's Washington  Valley. 

Skiers  have,  of  course,  benefited 
from  all  this  turmoil.  After  years  of 
rapid  inflation,  lift  ticket  prices  have 
leveled  off  and,  in  some  cases, 
dropped.  New  Hampshire's  Wash- 
ington Valley  ski  areas  have  been  of- 
fering low  weekday  prices  on  Sun- 
days. Quebec's  Mont-Sainte-Anne 
has  installed  a  computerized  system 
that  charges  for  the  number  of  times 
skiers  actually  use  a  lift,  rather  than  for 


Warren  Cook  of  Sugarloaf,  Me. 

Resorts  must  do  more  for  new  skiers. 


a  full-day  ticket.  To  attract  new  cus- 
tomers, Ralph  Walton's  successful 
Crested  Butte  resort,  which  serves  the 
Southwest  and  Texas,  will  not  charge 
for  lift  tickets  for  the  first  three  weeks 
of  next  year's  seas6n. 

Those  operators  who  want  to  grow- 
in  the  business  agree  they  must  make 


major  capital  commitments.  Thomas 
Corcoran  at  Waterville  Valley  in  New- 
Hampshire  hopes  to  issue  $6  million 
in  bonds  for  badly  needed  capital. 

Warren  Cook,  president  of  Maine's 
Sugarloaf — which  has  heavy  debt  of 
$10  million  and  lost  about  $1  million 
net  on  $12  million  in  revenues — 
believes  he's  seen  the  handwriting  on 
the  wall.  He's  been  looking  for  a 
major  investor  to  put  much- needed 
capital  into  his  ski  area  so  he  can 
expand  trails,  snowmaking  and  his 
marketing  budget. 

"The  weak,"  says  Cook  bluntly, 
"won't  survive." 

If  there  is  a  bright  side,  it  is  the  fact 
that  environmentalists  have  made  it 
practically  impossible  to  develop  new 
resorts.  This,  says  University  of  Col- 
orado's Goeldner,  will  mean  that  ex- 
isting resorts  will,  on  average,  increase 
in  value. 

But  by  and  large,  it  looks  like  most 
ski  resort  operators'  best  days  are 
behind  them.  Skiers  have  a  phrase — 
"a  yard  sale" — to  describe  the  wipe- 
out  fall  in  which  a  skier's  hat  goes  one 
way,  goggles  another,  poles  another, 
skis  another.  Based  on  present  trends, 
a  number  of  resort  operators  are  head- 
ed for  financial  yard  sales.  BH 


When  Marvin 
Davis  is  selling . . . 

Have  the  Japanese  over- 
paid for  U.S.  ski  resorts 
they  have  recently 
bought?  According  to  in- 
dustry estimates,  in  sever- 
al cases,  yes. 

Seasoned  ski  resort  op- 
erators like  Warren  Cook, 
president  of  Maine's  Sug- 
arloaf Mountain,  say  a  buy- 
er should  pay  no  more 
than  5  to  7  times  cash  flow. 
Publicly  held  S-K-I  Ltd., 
which  owns  Vermont's 
Killington  and  Mount 
Snow  areas  and  Bear 
Mountain  in  California,  is 
one  of  the  best-run  ski  re- 
sort operators.  Its  current 
stock  market  valuation  is 
$44  million,  or  4.6  times 


cash  flow  after  capital 
expenses. 

Compare  that  with  the 
$110  million  Japan's  Ka- 
mori  Kanko  reportedly 
paid  in  1989  for  Colorado's 
Steamboat  Ski  &  Resort 
Corp.  Unlike  many  U.S.  ski 
resorts,  Steamboat  did 
well  this  past  season.  Even 
so,  industry  sources  esti- 
mate its  recent  cash  flow  at 
under  $10  million;  Ka- 
mori,  in  other  words,  may 
have  paid  around  twice 
what  the  area  was  worth. 

Then  there's  Japanese 
Victoria  Co.  Ltd.,  a  Tokyo- 


based  sporting  goods  re- 
tailer. It  reportedly  paid 
$65  million  for  Colora- 
do's Breckenridge  in  1988. 
That's  a  rich  13  times  re- 
cent cash  flow  of  about  $5 
million,  according  to  in 
dustry  sources.  Victoria 
bought  it  from  a  group 
whose  members  include 
Marvin  Davis,  who  has  a 
brilliant  record  of  getting 
out  of  things  at  the  top. 
(Davis  sold  his  Pebble 
Beach  golf  interests  to 
Japanese  buyers  in  1990. 
He  still  owns  the  Aspen 
Skiing  Co.,  which  he  has 


Resort 

Location 

Price 

Date 

Buyer 

Steamboat 

Colorado 

$110  mil 

1989 

Kamori  Kanko 

Heavenly  Valley 

California 

80 

1990 

Kamori  Kanko 

Stratton 

Vermont 

85 

1989 

Victoria  Co 

Breckenridge 

Colorado 

65 

1988 

Victoria  Co 

Snowshoe 

W.  Virginia 

20 

1990 

Tokyo  Tower  Dev 

been  rumored  to  be  try 
ing  to  sell  for  three  years.) 
The  Davis  group  is  said  to 
have  let  Breckenridge's 
plant  run  down  while 
pulling  out  cash.  These 
sources  say  Victoria  has 
put  in  at  least  $5  million  a 
\  car  in  capital  expenses 
since  purchased. 

An  even  worse  deal  for 
Victoria  was  paying  around 
$85  million  in  1989  for 
Vermont's  Stratton  Moun- 
tain. Given  that  Stral 
ton's  cash  (low  is  estimated 
at  less  than  $4  million, 
the  buyer  paid  nearly  20 

times  cash  How.   That 
leaves  no  room  tor  new 
snowmaking  equipment 
and  other  badly  needed  im 
provements  if  Stratton  is 
to  compete  successfully  in 
the  tough  times  ahead  loi 
skiing.  R.S  Hi 
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The  pencil  costs  14C. 
The  eraser,  millions. 


Mistakes  make  products  late,  more  expensive  and  inferior. 
Leaving  customers  dissatisfied,  reputations  damaged.  Since  there 
are  no  quick  fixes,  only  costly  ones,  what's  a  business  to  do? 

At  the  CIGNA  Property  and  Casualty  Companies,  we  have  a  very 

basic  goal:  Get  it  right 
the  first  time. 

Granted,  nobody's 
perfect.  But  it's  surprising 
how  many  mistakes  can 
be  prevented. 

By  working  to  find  the 
best  solution,  rather  than 
the  most  expedient  one. 

Whether  we're 
providing  protection  for 
small  and  medium-size 
businesses,  or  meeting 
the  risk  management 
needs  of  the  largest 
corporations,  the 
benefits  are  the  same: 
Answers  that  are  fast 
and  accurate.  Service  that  is  responsive.  Value  that  is  real.  And 
customers  who  are  satisfied.  Anything  less  would  be  a  big  mistake. 

For  information  write  the  CIGNA  Property  and  Casualty  Companies, 
Department  RB,  1600  Arch  Street,  Philadelphia,  PA  19103. 

After  all,  anyone  can  pay  for  lots  of  pencils.  But  who  can  afford 
all  the  erasers? 


We  get  paid  for  results? 


CIGNA 


Big  banks  sold  a  lot  of  junk  loans  to  smaller  banks  in  the 
Eighties.  The  little  guys  want  their  money  back. 

Consenting 
adults 


By  Seth  Lubove 

Money  center  banks  didn't  come 
out  of  the  Eighties  looking  too 
bright.  Fresh  from  billions  in  bad 
foreign  and  energy  loans,  they  lined 
up  to  get  in  on  those  leveraged 
buyouts  and  real  estate  deals  now 
unraveling  in  bankruptcy  courts. 

But  say  this  for  the  big  guys:  They 
were  smart  enough  to  fob  off  large 
chunks  of  those  loans  to  smaller  banks 
while  pocketing  the  origination  fees. 

John  Medlin  Jr.,  the  respected 
chairman  of  Wachovia  Corp.  of 
North  Carolina,  quoted  an  old  saying 
to  describe  these  kinds  of  loan  trans- 
fers: "A  loan  participation  is  a  transfer 
of  risk  from  a  party  who  lacks  courage 
to  one  who  lacks  knowledge." 

Some  of  the  small  banks  are  paying 
dearly  for  their  lack  of  knowl- 
edge. Look  at  the  loan  partici-  ~"~~ 
pants  in  many  of  today's  sour 
deals  and  you'll  find  a  motley 
assortment  of  regional  and  for- 
eign banks. 

Banks  stuck  with  pieces  of 
syndicated  loans  from,  for  in- 
stance, now  bankrupt  Ames  De- 
partment Stores  include  Barnett 
Banks  of  Florida,  shaky  South- 
east Banking  and  even  the  re- 
spected Wachovia.  Provincials 
like  Hibernia  Corp.  of  New  Or- 
leans, a  now  ailing  regional 
bank  holding  company,  bought 
from  the  city  slickers  several  mil- 
lion dollars'  worth  of  loans  ex- 
tended to  such  wobbly  borrow- 
ers as  Charter  Medical  Corp., 
Doskocil  Cos.,  General  Homes 
Corp.  and  Kinder-Care  Inc. 

Can't  the  banks  stuck  with 
this  bad  paper  sue?  For  now, 
banks  and  investors  on  the  los 
ing  ends  of  these  deals  have  little 


recourse.  Courts  and  regulators  have 
applied  a  sort  of  consenting- adults 
theory  to  syndication  deals:  The  buy- 
ers and  sellers  are  presumably  sophis- 
ticated bankers  who  know  what 
they're  getting  into.  If  the  borrower 
defaults,  caveat  emptor. 

A  little-noticed  suit  dismissed  on 
May  3  by  a  New  York  federal  court 
against  Security  Pacific  National  Bank 
shows  just  how  difficult  a  time  smaller 
banks  will  have  trying  to  extract  their 
money  from  these  deals. 

Security  Pacific  runs  a  trading  desk 
that  sells  short-term,  unsecured  loans, 
according  to  the  plaintiffs  in  the  suit. 
Unlike  a  traditional  loan  syndication 
arrangement  where  like-minded  so- 
ber bankers  divvy  up  a  loan,  the  plain- 


tiffs claimed  that  Security  Pacific  sells 
loans  the  way  an  underwriter  sells 
stock:  selling  million-dollar-plus 
pieces  of  the  loan  to  investors,  not  all 
of  them  banks,  and  some  of  whom  are 
solicited  by  cold  calling. 

Two  Security  Pacific  borrowers 
<•  were  Cardinal  Industries,  a  onetime 
residential  builder  that's  now  a  ward 
of  the  bankruptcy  court,  and  Inte- 
grated Resources,  Inc.,  a  bankrupt 
real  estate  syndicator  run  by  the  noto- 
riously slippery  Zises  brothers. 

When  Cardinal  defaulted  on  its 
debt  in  February  1989,  Security  Pacif- 
ic's loan  buyers,  which  included  Ma- 
rine Midland  Bank,  were  stuck  for 
S25  million.  When  Integrated  de- 
faulted in  June  1989,  it  left  Security 
Pacific  loan  buyers  holding  the  bag 
for  $96.9  million  in  defaulted  loans. 

The  two  sets  of  loan  buyers  last  year 
slapped  Security  Pacific  with  lawsuits 
charging  violations  of  securities  laws. 
Suing  for  securities  violations  in- 
troduces a  new  and,  for  bankers,  terri- 
fying twist  in  loan  syndications.  Had 
the  plaintiffs  been  successful  in  get- 
ting this  debt  treated  as  a  security  (see 
story,  p.  184),  it  would  likely  have 
opened  the  floodgates  for  a  host  of 
lawsuits  from  similarly  aggrieved  in- 
vestors stuck  with  worthless  bank- 
syndicated  paper. 

Other  banks  that  syndicated  loans 
like  Security  Pacific  include 
\  Citicorp,  Manufacturers  Hano- 
i  I  ver,  Bankers  Trust  and  Bank- 
America.  Sales  of  these  loans 
among  all  banks  are  estimated 
to  have  ballooned  from  less  than 
$200  million  in  1983  to  over 
$100  billion  in  1990. 

Security  Pacific  settled  with 
one  plaintiff,  Marine  Midland, 
last  month  for  an  undisclosed 
amount.  In  the  second  suit,  Se- 
curity Pacific  was  fighting  11 
plaintiffs,  10  of  whom  hold 
$67.6  million  in  loans.  The 
plaintiffs  included  Saudi  Ameri- 
can Bank,  five  other  foreign 
banks  and  the  retirement  plans 
of  Atlantic  Richfield  Co.  Had 
the  plaintiffs  won,  it  would  have 
brought  the  short-term  loan 
syndication  market  to  a  "grind- 
ing halt,"  Security  Pacific  ar- 
gued in  court  filings. 

The  essence  of  the  plaintiffs' 
case  was  that  Security  Pacific 
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withheld  material  information — a 
classic  securities  claim — about  the 
feeble  health  of  Integrated,  a  long- 
time Security  Pacific  borrower.  The 
plaintiffs  pointed  out  that  the  bank 
even  peddled  $5  million  in  loans  to 
Arco's  retirement  plans  on  the  same 
day  that  Security  Pacific  learned  that 
Integrated  would  not  be  able  to  se- 
cure a  needed  refinancing,  thus  sig- 
naling Integrated's  collapse. 

On  the  question  of  whether  the 
loans  were  securities,  the  loan  buyers 
used  what  lawyers  call  the  "duck 
test. "  If  it  walks  like  a  duck  and  quacks 
like  a  duck,  it's  a  duck.  These  invest- 
ments might  have  been  called  loan 
syndications,  but  in  reality  they  were 
securities. 

Of  course,  Security  Pacific  cried 
fowl.  It  maintained  that  these  were 
simply  old-fashioned  loan  participa- 
tions. Security  Pacific  also  said  the 
plaintiffs — no  widows  and  orphans 
themselves — should  take  their  lumps, 
and  quit  bellyaching.  If  it  were  mate- 
rial information  that  the  loan  buyers 
wanted,  they  could  have  done  their 
own  credit  analysis.  Security  Pacific 
also  cited  a  slew  of  prior  court  rulings 
finding  that  loan  participations  aren't 
securities. 

New  York  federal  court  Judge  Mil- 
ton Pollack  agreed  with  Security  Pa- 
cific. In  an  18 -page  opinion,  the 
judge  said  that  the  plaintiffs  could 
have  found  their  own  borrowers  and 
lent  money  direcdy.  Instead,  they 
chose  to  assume  the  risk  of  buying 
loans  through  Security  Pacific,  which 
was  under  no  obligation  to  offer  in- 
formation about  the  financial  health 
of  the  borrower. 

Despite  the  decision — which  the 
plaintiffs  are  considering  appealing — 
bank  law  experts  expect  the  issue  to 
clog  court  dockets  as  creditors'  law- 
yers device  ways  to  extract  their  mon- 
ey from  busted  deals. 

Lillian  Kraemer,  of  New  York's 
Simpson  Thacher  &  Bartlett,  a  law 
firm  not  involved  in  the  Security  Pa- 
cific litigation,  warns  that  courts  may 
have  an  increasingly  hard  time  ruling 
that  syndicate  participants  are  equal  in 
sophistication.  Particularly  when  the 
defendant  is  a  money  center  bank,  and 
the  plaintiff  is  a  small  bank — or  not 
even  a  bank  at  all. 

But  for  the  time  being,  the  city 
slickers  have  the  upper  hand.  WM 


If  anything  could  go  wrong  at  Hawaiian  Electric  last 
year,  it  did.  Now  President  Bob  Clarke  is  making 
a  good  case  that  the  utility's  bad  luck  is  behind  it. 

Mr.  Clarke  meets 
Mr.  Murphy 


By  James  Cook 


Hawaiian  Electric's  Robert  F.  Clarke 
Could  anything  else  go  wrong?  Yes 


-the  power  went  out. 


Robert  F.  Clarke,  who  took  over  as 
head  of  Hawaiian  Electric  Industries, 
Inc.  in  January,  has  discovered  that 
Murphy  was  right:  Whatever  can  go 
wrong,  will  go  wrong.  At  Hawaiian 
Electric,  it  certainly  has. 

In  1989  the  company  had  its  best 
year  ever.  But  last  year  earnings  sank  a 


sickening  32%.  One  doesn't  expect 
such  volatility  from  a  utility  that  pro- 
vides electricity  to  95%  of  Hawaii's 
1.1  million  full-time  residents  and  6.9 
million  annual  vistors. 

Actually,  the  electric  business 
wasn't  the  problem.  Clarke  decided 
to  wind  down  the  passive  investment 
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Hawaiian  Electric 


portfolio  HEI  had  assembled  when  it 
first  decided  to  diversify  in  the  early 
Eighties.  The  portfolio  included  big 
losers  like  First  Executive  preferred 
and  an  aquaculture  project.  The  com- 
pany wrote  them  off  to  the  tune  of 
$11.7  million. 

At  the  same  time,  hei's  tug  and 
barge  subsidiary  was  hit  by  rising 
maintenance  and  insurance  costs;  the 
division's  earnings  fell  21%.  Then  a 
lava  flow  from  an  eruption  of  the 
Kilauea  volcano  engulfed  a  residential 
community  that  was  partly  insured  by 
hei's  insurance  affiliate.  Hurt  by  the 
natural  disaster  and  by  lagging  rate 


thing  unknown  touched  off  a  series  of 
outages  that  left  Oahu  without  power 
in  some  areas  for  as  much  as  12  hours. 
This  upped  costs,  cut  revenues  and 
exposed  the  utility  to  a  lawsuit  and 
regulatory  scrutiny. 

At  some  point  the  bad  luck  streak 
must  stop.  Clarke  makes  a  good  case< 
that  Hawaiian  Electric's  future  is  now 
brighter  than  ever. 

The  sluggish  economy  and  lacklus- 
ter power  demand  that  drove  the 
company  to  diversify  in  the  early 
Eighties  has  reversed  itself.  Apart 
from  the  recent  downturn  (which 
Clarke  thinks  is  an  aberration),  both 
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Kilauea  lava  flow  destroys  a  house  at  Kalapana,  Hawaii 
Insurance,  Clarke  predicted,  would  be  volatile,  and  it  was. 


hikes,  the  affiliate's  earnings  plunged 
over  80%. 

"I  told  the  board  when  we  moved 
into  insurance,"  Clarke  remembers, 
"that  though  the  average  return 
might  be  higher,  things  were  going  to 
be  a  lot  more  cyclical  than  we  were 
used  to."  Except  for  hei's  big  Ameri- 
can Savings  Bank  affiliate,  which  ac- 
quired First  Nationwide  Bank's  Ha- 
waiian branches  last  October,  all  of 
hei's  major  diversification  efforts 
fared  dismally  last  year. 

This  year,  things  were  supposed  to 
be  better.  But  the  combination  of 
recession  and  the  Gulf  war  put  a  crimp 
in  Hawaii's  tourist  economy;  first- 
quarter  tourist  arrivals  were  off  13.5%. 
Tourist  arrivals  were  still  down  12.2% 
in  April,  so  Hawaii  is  unlikely  to  re- 
cover the  lost  ground  by  year-end. 

Was  diere  anything  else  that  could 
go  wrong?  Yes:  In  early  April  some- 
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real  estate  and  tourism  have  been 
doing  well.  Last  year  the  Hawaiian 
economy  grew  twice  as  fast  as  the  U.S. 
economy — 5.9% — and  it  continues  to 
do  so.  Demand  for  hei's  power  has 
been  growing  3%  to  5%  in  recent 
years,  versus  little  or  not  at  all  in  the 
early  Eighties,  and  Clarke  expects  it  to 
grow  2.5%  to  3%  a  year  through  1995. 

The  prospects  are  so  encouraging 
that  Clarke  has  shifted  the  company's 
emphasis  back  to  the  basic  electric 
business.  Electric  utility  operations 
yielded  85%  of  the  company's  operat- 
ing profit  and  70%  of  its  $1  billion 
revenues  last  year. 

How  will  Clarke  meet  the  islands' 
rising  demand  for  power?  For  one 
thing,  he  will  buy  power  from  two 
independent  projects — a  180-mega- 
watt  oil-fired  cogeneration  facility 
that  went  into  operation  last  month, 
and  an  equally  large  coal-fired  plant 


that  should  be  on  stream  by  late  1992 . 

The  coal  plant's  capacity  could  be 
doubled  to  supply  additional  power 
the  utility  will  need  after  1997,  but 
Clarke  is  keeping  open  the  company's 
option  to  build  its  own  generation 
facility  rather  than  buy  power. 

What  of  non-fossil-fuel  alterna- 
tives? Properly  engineered  to  take  ac- 
count of  earthquake  threats,  nuclear 
power  plants  would  make  sense  in 
Hawaii,  which  must  import  all  its  oil 
and  coal.  But  Clarke  is  prohibited  by 
the  state  from  building  a  nuclear 
plant.  His  wind  farm  hasn't  proved 
economical.  He  would  like  to  tap  the 
islands'  enormous  geothermal  power 
resources,  but  environmentalists 
claim  that  geothermal  development 
would  damage  the  lowland  tropical 
rain  forest  on  the  island  of  Hawaii, 
and  native  Hawaiians  complain  it 
would  defile  the  volcano  goddess 
Pele,  whom  they  worship.  Clarke 
hopes  a  small,  25-megawatt  indepen- 
dent geothermal  power  project,  due 
to  start  up  this  summer,  will  demon- 
strate that  geothermal  power  is  both 
environmentally  benign  and  econom- 
ically attractive. 

As  it  is,  hei  will  have  to  spend  $1 
billion  on  expansion  over  the  next  five 
years,  mainly  on  transmission  and  dis- 
tribution facilities.  A  good  $600  mil- 
lion of  that  will  have  to  be  raised  from 
the  public.  But  despite  utility  access  to 
low-cost  state-issued  revenue  bonds, 
that  won't  be  easy.  The  Hawaiian 
Public  Utilities  Commission  has  daw- 
dled in  approving  the  rate  increases 
hei  has  asked  for,  and  both  s&p  and 
Moody's  have  been  so  skeptical  of 
Clarke's  ability  to  get  the  additional 
30%-to-50%  increase  in  rates  the  com- 
pany will  need  to  finance  its  expansion 
that  last  summer  they  downgraded  its 
debt  ratings.  However,  Clarke  figures 
the  state's  rate-setters  will  eventually 
see  the  light. 

In  addition,  he  thinks  the  compa- 
ny's diversified  operations  can  earn 
15%  to  18%  on  equity  over  the  years 
ahead,  up  from  14%  over  the  past 
three.  "We  have  said  we  expect  our 
dividends  to  keep  pace  at  least  with 
inflation,"  says  Clarke,  '\\\u\  von 
could  infer  from  that  that  we  expect 
earnings  to  do  so  as  well."  1  lawaiian 
Electric's  luck  has  recently  been  so 
bad  that  it's  probably  bound  to 
change  for  the  better.  Bi 
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Let's  get  it  together. . .  buckle  up. 
)0  GM  Corp.  All  rights  reserved. 


Finding  Oldsmobile®  luxury  this  far  out  of  beeper  range 
may  seem  a  bit  unexpected 

Then  again,  there  are  a  tot  of  unexpected  things  about  the 
all-new  BravadaT  Starting  with  a  feature  called  SmartTralC  a 
revolutionary  road  management  system  that  combines  anti- 
lock  brakes  and  all-wheel  drive  to  automatically  send  power 
to  the  wheels  that  need  it  Regardless  of  the  road  or  the 
weather  conditions. 

Another  unexpected  surprise  is.. .ready  for  this?.. .there 
are  only  four  available  options. 

That's*  because  Bravada  comes  standard  with  practically 
everything,  like  its  powerful  4.3-liter  Vortec  V6  engine,  over 
70  cubic  feet  of  cargo  capacity  power  windows,  remote  locks, 
air  conditioning,  and  AM/FM  stereo  cassette.  And  of  course, 
theres  the  added  security  of  the  Oldsmobile  Edge-the  most 
comprehensive  owner  satisfaction  program  in  the  industry 

And  as  far  as  highway  mileage  goes,  the  new  Bravada 
does  a  number  on  the  competition 


BRAVADA 

FORD  EXPLORER 

JEEP  CHEROKEE 

EPA  Estimated  MPG  Highway . 
Highway  Range  (miles) 

..  22 

.  440. ..  . 

20 

380 

20 

404 

Highway  range  estimates  are  obtained  by  multiplying  EPA  highway  estimates  by  the  fuel  tank  capacity  in  gallons.  All 
engines  six-cylinder.  Ford  Explorer  and  leep  Cherokee  equipped  with  optional  automatic  transmission. 

To  find  out  more  about  one  new  vehicle  that's  engineered 
for  the  unexpected,  call  1-800-242-OLDS,  Monday  through 
Friday  9  am  to  7  p.m.  ESI 

Or  better  still,  stop  by  your  nearest  Oldsmobile  dealer 
and  test  drive  the  new  Bravada. 

You'll  see  it  gives  a  whole  new  meaning  to  the  height 
of  luxury 

I  Bravada 

The  New  Generation  of  Oldsmobile. 
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In  the  name  of  environmentalism,  some  specia 
interest  groups  are  about  to  put  their  hands 
into  the  pockets  of  American  motorists. 

Political 
greenmail 


By  Brigid  McMenamin 

If  you  live  in  a  city  that  has  high  levels 
of  air  pollution  by  Environmental 
Protection  Agency  standards,  you 
may  have  to  pay  1 0  to  15  cents  more 
per  gallon  of  gas  soon.  Only  it  won't 
be  called  gasoline.  It  will  probably  be 
called  gasohol.  It  will  be  a  mix  of 
gasoline  and  some  form  of  ethanol, 
which  is  made  from  corn.  No,  the 
extra  cost  won't  go  into  a  fund  to 
clean  up  the  air.  It's  the 
tribute  you  will  pay  to  a 
special  interest  group  that 
has  its  hands  in  your  pocket 
and  some  key  congressmen 
in  its  pocket. 

Meet  the  latest  strange 
political  alliance.  It  unites 
corn  farmers,  Archer  Dan- 
iels Midland,  Ralph  Na- 
der's Citizen  Action,  the 
Sierra  Club  and  the  Natural 
Resources  Defense  Council.  Last  year 
members  of  this  alliance  convinced 
Congress  to  change  both  the  Clean 
Air  Act  and  the  tax  code  in  ways  that 
will  ultimately  raise  demand  for  alter- 
native fuels  made  with  ethanol.  The 
regulations  are  still  being  written,  but 
the  law  will  require  drivers  to  use 
gasoline  mixed  with  ethanol  or  other 
oxygen  additives  where  carbon  mon- 
oxide levels  are  high.  Also,  the  EPA  has 
to  come  up  with  fuel  regulations  to 
reduce  ozone  pollution.  The  leading 
candidate  for  the  additive  to  do  this  is 
ethyl  tertiary  butyl  ether  (etbe),  a 
formulation  of  ethanol. 

But  requiring  motorists  to  use  eth- 
anol-based  fuel  will  not  really  improve 
air  quality.  Nor  will  it  significantly 
reduce  oil  imports. 

What  gives?  Step  back  to  1989.  The 
Clean  Air  Act  of  1 970  was  about  to  be 


amended.  Every  politician  including 
President  Bush  wanted  credit  for  be- 
ing pro-environment.  The  Adminis- 
tration proposed  sweeping  revisions 
to  the  Clean  Air  Act.  Congress  did 
likewise.  Joining  in,  19  organizations 
from  the  Sierra  Club  to  the  Environ- 
mental Defense  Fund  formed  the  Na- 
tional Clean  Air  Coalition  to  lobby  for 
amendments   its   members   wanted. 


When  it  came  to  alternative  fuels, 
some  went  along  out  of  greed,  some 
for  purely  political  reasons. 

Informed  environmentalists  knew 
that  blending  ethanol  with  regular 
gasoline  couldn't  deliver  significant 
benefits  in  cleaner  air.  Yet  they  went 
along  with  the  change — perhaps  to 
please  powerful  people  like  corn  state 
Senator  Robert  Dole  (R-Kans.)  In 
return,  maybe  Dole  and  the  corn  folks 
would  roll  a  log  or  two  for  them. 

As  the  Clean  Air  Act  amendments 
were  making  their  way  to  the  Presi- 
dent's desk,  Congress  and  the  Trea- 
sury Department  got  into  the  ethanol 
act  on  another  front.  Congress  decid- 
ed to  extend  tax  incentives  benefiting 
ethanol  use  to  the  year  2000  and  the 
Treasury  Department  ruled  that  the 
incentives  also  applied  to  ETBE.  The 
Environmental  Defense  Fund  qucs 


tioned  extending  the  tax  credit — 
rather  quietly.  But  it  didn't  insist,  and 
am^vay  it  didn't  stand  a  chance  amid 
the  ethanol  boosters. 

Meanwhile,  corn  farmers  and  Ar- 
cher Daniels  Midland  Co.  (revenues, 
$7.8  billion)  were  ecstatic,  adm  pro- 
duces about  70%  of  domestic  ethanol. 
Despite  billions  in  state  and  federal 
tax  subsidies,  ethanol — which  is  ex- 
pensive to  produce  and  distribute — 
still  hasn't  really  caught  on.  That's 
where  lobbying  comes  in:  If  people 
won't  buy  it,  you  shove  it  down  their 
throats. 

In  April  1990  William  Holmberg, 
former  Energy  Department  official, 
formed  saeer  (Safer  Air  through  Fuel 
Enhancement,  Reformulation  &  Re- 
forestation). Its  mission:  to  make  sure 
the  amendments  promote  ethanol, 
"the  clean  air  gas."  Footing  the  bill 
was  the  state  of  Nebraska. 

Never  mind  that  Thomas  Austin  of 
Sierra  Research  says  ethanol  blends 
scarcely  reduce  emissions  in  old  cars, 
and  are  even  less  effective  in  new  cars. 
Burning    ethanol    actually 
increases    aldehyde    emis- 
sions and  worsens  ozone 
pollution  (Forbes,  Mar.  5, 
1990).    Ethanol   is   highly 
flammable  and  hard  to  dis- 
tribute through  pipelines. 

Gasohol  is  90%  gasoline, 
and  even  the  10%  pure  eth- 
anol that's  mixed  in  is  de- 
pendent on  oil.  Oil  is  used 
in  cultivating  corn;  still 
more  is  used  to  process  the  corn  into 
ethanol.  Blending  ethanol  with  gaso- 
line may  not  decrease  overall  U.S. 
energy  dependency. 

The  gasohol  provision,  nonethe- 
less, became  law . 

Charles  Hall,  of  the  College  of 
Environmental  Science  &  Forestry  in 
Syracuse,  puts  it  bluntly:  "The  basis 
of  it  [gasohol]  is  political,  not  scien 
tific."    One    official    at    the    (ion 
gressional  Research  Service     anonv 
mously — described  this  alliance  be 
tween  environmentalists  and  industry 
as   "almost    irresponsible."   Andrew 
Hoerner,  a  lawyer  who  writes  tor  Tax 
Notes,    says:    "The    etbe    industry 
might  grow  into  a  giant  tick  .       mii 
viving  only  by  sucking  blood  from 
the  taxpayer." 

Environmentalism,  what  crimes  arc 
committed  in  tin-  name.  ■■ 
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Last  year,  DuPont  announced 
that  its  energy  unit,  Conoco, 
would  pioneer  the  use  of  new 
double-hulled  oil  tankers  to 
help  safeguard  the  environment. 

Estimates  indicate  that  they'll 
cost  50  million  dollars  each- 
about  15%  more  than  conven- 
tional oil  tankers.  And,  they'll 
carry  about  10%  less  oil. 

But  estimates  also  indicate 
they  could  eliminate  or  signifi- 
cantly reduce  the  damage  from 
oil  spills,  saving  thousands  of 
sea  birds,  otters,  sea  lions, 
'Mphins  and  other  sea  life. 

The  reaction  has  been  o 
whelmingly  positive. 


,ETTER  THINGS  FOR  BETTER  LI 


OBSERVATIONS 


Those  who  rise  to  the  top  in  corporations  aren't  always  the 
best  business  people.  Nor  do  those  who  "represent" 
teachers  necessarily  foster  the  best  interests  of  teaching. 

A  flaw  in  leadership 


BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


We  all  owe  a  debt  of  gratitude  to 
General  Norman  Schwarzkopf,  not 
only  for  winning  a  brilliant  military 
victory  in  the  Persian  Gulf  but  also — 
and  more  important — for  doing  it 


with  remarkably  few  casualties.  As 
news  of  his  high  iq  spread  through  the 
media,  so  did  stories  about  businesses 
trying  to  hire  him  and  use  his  talents  as 
an  executive.  However,  there  have 
been  no  stories  about  the  State  De- 
partment's trying  to  hire  him  for  his 
diplomatic  talents.  "Stormin'  Nor- 
man" stirs  up  too  much  controversy 
for  that. 

Tremendous  talents  in  one  direc- 
tion do  not  imply  similar  talents — or 
even  competence — in  other  direc- 
tions. The  marketplace  doesn't  care  if 
a  home-run  hitter  can't  sing  or  a 
world-class  financier  has  never  read 
Shakespeare.  However,  the  increas- 
ing politicization  of  the  market- 
place— and  other  institutions — 
changes  the  mix  of  talents  required  to 


reach  the  top.  It's  not  enough  for  the 
chief  executive  officer  of  a  regulated 
public  utility  to  be  great  at  delivering 
top-quality  sendee  at  rock-bottom 
prices.  The  chief  executive  also  has  to 
be  able  to  put  in  a  good  appearance 
before  the  regulatory  commission 
that  controls  his  company,  be  able  to 
go  on  television  to  answer  reckless 
charges  from  so-called  consumer  ad- 
vocates or  environmental  extremists 
and  listen  with  quiet  dignity  at  con- 
gressional hearings  while  politicians 
talk  rubbish. 

Not  everyone  has  all  these  talents 
developed  to  their  fullest,  so  there  will 
inevitably  be  trade-offs.  The  point  is 
that  increased  government  interven- 
tion in  the  economy  can  change  the 
efficiency   of  private   business — and 


universities  and  hospitals,  and  other 
nonprofit  institutions  as  well — by 
changing  the  kinds  of  people  who 
survive  the  Darwinian  struggle  to 
reach  the  top.  The  executive  who 
knows  how  to  get  the  most  bang  for 
the  buck  may  not  be  the  one  who  ends 
up  in  charge,  if  what  is  really  needed  is 
someone  who  can  keep  Congress 
from  taxing  those  bucks  away  or  from 
draining  them  off  by  imposing  new 
regulatory  restrictions  or  ancillary  ob- 
ligations for  environmental  or  other 
purposes. 

In  short,  not  only  does  government 
itself  often  operate  inefficiently;  it  can 
also  make  businesses  less  efficient  by 
creating  an  environment  that  disad- 
vantages those  businessmen  whose 
primary — or  sole — talents  are  in  pro- 
moting efficiency. 

The  ultimate  irony  comes  when  a 
heavily  regulated  industry  faces  the 
prospect  of  deregulation.  Industry 
leaders  adapted  to  a  particular  envi- 
ronment created  by  government  reg- 
ulation have  ample  reason  to  oppose  a 
free  market,  where  people  like  them- 
selves may  well  lose  out  to  people  with 
cost-cutting  talents  and  quicker  re- 
sponses to  consumer  preferences.  Al- 


though "business"  is  often  spoken  of 
in  the  abstract,  as  if  it  were  a  fixed  set 
of  interests,  the  qualities  and  talents  of 
existing  businessmen  are  variables  in- 
fluenced by  the  political  environment 
and  its  resulting  government  inter- 
vention in  the  economy.  The  widget 
industry  might  become  more  profit- 
able if  certain  government  regulations 
were  abolished  but  the  existing  wid- 
get producers,  who  have  survived  and 
prospered  under  those  regulations, 
could  be  bankrupted  when  exposed 
to  the  competition  of  new  firms  run 
by  people  with  a  very  different  mix  of 
talents. 

When  we  talk  about  various  interest 
groups  in  the  abstract — business,  la- 
bor, agriculture,  etc. — it  is  tempting 
to  believe  that  a  certain  policy  is  fa- 
vored or  opposed  because  it  advances 
or  impedes  the  interest  of  this  or  that 
group.  In  reality,  the  policy  may  ad- 
vance or  impede  the  interests  of  exist- 
ing incumbents  but  have  opposite 
effects  on  the  group  as  it  would  exist 
under  different  conditions.  For  exam- 
ple, labor  might  well  benefit  from 
elimination  of  certain  featherbedding 
rules  that  keep  a  particular  industry  so 
unprofitable  as  to  offer  fewer  employ- 


ment opportunities,  but  existing  job- 
holders may  still  benefit  from  rules 
that  sacrifice  potential  jobs  for  outsid- 
ers, including  future  jobs  for  the  next 
generation. 

Schoolteachers  might  benefit  from 
freeing  up  the  public  schools  from 
suffocating  regulations  and  letting  in 
talented  people  who  have  not  taken 
inane  courses  in  education.  But  the 
National  Education  Association  does 
not  represent  teachers  in  the  abstract 
or  as  an  ongoing  profession.  It  repre- 
sents existing  teachers,  with  charac- 
teristics shaped  by  existing  con- 
straints. These  characteristics  include 
shockingly  low  academic  qualifica- 
tions. Upgrading  the  intellectual 
quality  of  teachers  may  be  desirable — 
and  even  imperative — but  to  existing 
teachers,  and  to  students  and  profes- 
sors of  education,  it  is  a  mortal  threat. 
The  nea  can  be  expected  to  fight  it 
accordingly. 

The  influence  of  big  government 
goes  far  beyond  the  particular  laws 
and  policies  it  imposes.  Over  the  long 
haul,  it  also  helps  determine  which 
kind  of  people  become  leaders  out- 
side of  government.  Seldom  is  that  a 
benign  influence.  WM 


Cutting  through  the  red  tape 

means  having  your  claims  processed 
quickly,  accurately  and  consistently  on  a 
single  national  claims  processing  system.  It 
means  maintaining  membership  files  and 
claims  history  on  a  central  system.  It  means 
having  one-source  access  to  employee 
utilization  data.  It  means  having  that  data 
customized  and  presented  to  suit  your 
needs.  It  means  working  flexibly  with  all 
aspects  of  national  provider  networks.  It 


means  a  new  integrated  claims 
processing  system  for  Blue  Cross 
and  Blue  Shield  National  PPO  and  Point 
of  Service  Networks.  If  you're  a  large 
employer  with  locations  in  two  or  more 
states,  or  a  benefits  consultant,  you 
can  find  out  what  else  our  Centralized 
Claims  Processing  System  means  to 
you  by  calling 
John  Kibler  at 
1-800-426-2583. 


Blue  Cross. 
Blue  Shield. 


Now  that  Fred  Carr's  fast-track  life  insurance  empire 
has  crashed,  the  naysayers  are  in  clover. 

Bloom  time  for 

< 

junk  bond  wallflowers 


By  James  R.  Norman 

At  THE  peak  of  the  junk  bond  craze  in 
the  spring  of  1988,  John  Maginn, 
chief  investment  officer  at  Mutual  of 
Omaha,  felt  like  a  wallflower.  He  and 
a  counterpart  from  staid  Metropoli- 
tan Life  were  the  only  ones  at  a  gath- 
ering of  30  big  insurance  company 
portfolio  managers  who  steadfastly 
refused  to  buy  high-yield  bonds.  Bet- 
ter to  take  some  guff  and  lose  business 
to  the  hot  shots,  Maginn  reckoned, 
than  pollute  his  firm's  investment- 
grade  bond  portfolio. 

Today  the  wallflowers  are  the  belles 
of  the  insurance  business.  Fred  Carr's. 
fast-lane  First  Executive  Corp.,  built 
on  the  Drexel  Burnham  dogma  that 
the  yield  from  diversified  junk  bonds 
would  more  than  pay  for  their  de- 
faults, has  finally  crashed  and  burned. 
Nervous  insurance  customers  and 
pension  plan  managers  are  beating  a 
frantic  retreat  from  high  yields  to  the 
safety  of  a  few  companies  anchored 
with  top-grade  bonds  and  bolstered 
with  strong  reserves. 

"I  hate  to  say  'we  told  you  so,'  " 
says  Maginn.  But  he  did. 

Second  only  to  Prudential  in  size, 
MetLife  now  stands  to  benefit  as  well. 
In  the  late  Eighties  it  had  invested 
heavily  to  rebuild  its  shrunken  sales 
force,  only  to  miss  out  on  billions  of 
new  premiums  as  First  Executive  and 
others  offered  annuity  yields  a  full 
percentage  point  above  Met's.  "Our 
salesmen  were  yelling  at  the  invest- 
ment people  over  why  we  couldn't  do 
that,"  says  Harry  Kamen,  Met  execu- 
tive vice  president.  "Customers 
wouldn't  listen  when  you  said  it 
wouldn't  work." 

Last  year  Met  sold  a  record  $10.7 
billion  in  new  retirement  plans,  bring- 
ing its  total  assets  under  management 
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to  $134  billion.  The  big  attraction  is 
what  recently  turned  off  customers: 
its  pristine  bond  portfolio — as  well  as 
its  conservative  accounting,  extra  in- 
vestment reserves  and  a  billion  dollars 
of  unrealized  gains  in  its  $12  billion 
real  estate  portfolio.  "The  market," 
says  Robert  Schwartz,  Met's  chief  ex- 
ecutive, with  satisfaction,  "no  longer 
looks  for  the  highest  yield." 

Mutual  of  Omaha's  sales  of  group 
pension  plans  jumped  over  the  past 
two  years,  pushing  those  assets  up 
41%  and  straining  the  company's  abil- 
ity to  grow.  Other  conservative  insur- 
ers likely  to  benefit  .from  the  flight  to 
quality  include  Guardian  Life,  Hart- 
ford Life  and  State  Farm  Life.  Anoth- 
er is  New  York  Life,  which  boasts  it  is 
"large,  conservative  and  dull." 

At  stake  here  is  an  annual  flow  of 
more  than  $100  billion  into  annu- 
ities, now  almost  half  the  insurance 
industry's  total  premium  income. 
Add  to  that  the  shift  of  accounts  from 
weak  firms  like  First  Executive,  where 
an  outflow  of  $3  billion  worth  of 
policies  turned  into  an  all-out  run  by 
annuity  holders  this  year. 

"Clearly,   buyers   are    more   con 
scious  of  quality  than  ever  before," 


says  Eugene  O'Hara,  senior  vice  pres- 
ident and  comptroller  at  Prudential. 
"Ratings  have  become  very,  very  im- 
portant." Prudential's  ratings  remain 
high,  but  the  company  has  suffered 
more  than  Met  and  some  others.  It 
was  stung  by  losses  in  stock  broker- 
age, real  estate  and  junk  bonds.  That, 
plus  higher  taxes,  has  led  it  to  trim 
future  dividends. 

No  one  yet  knows  what  First  Exe- 
cutive's junk  bond  portfolio  will 
fetch,  so  no  one  knows  the  dimen- 
sions of  the  First  Executive  disaster. 
But  the  shortfall  between  its  assets 
and  liabilities  could  be  $4  billion — 
ten  times  larger  than  the  prior  record 
failure,  Baldwin-United.  Baldwin's 
workout  took  four  years  and  $400 
million  of  policyholder  concessions, 
broker  givebacks  and  industry  aid.  By 
contrast,  First  Executive  had  a  $3.1 
billion  paper  loss  on  junk  bonds,  ver- 
sus a  net  worth  of  $378  million  at 
year-end.  That's  not  counting  a  $600 
million  Internal  Revenue  Service 
claim  and  a  raft  of  pending  lawsuits. 

A  group  led  by  Altus  Finance,  part 
of  France's  Credit  Lyonnais,  wants  to 
buy  the  remains  of  First  Executive  in 
hopes  of  salvaging  value  from  its  junk 
bonds  and  getting  a  customer  base. 
Advising  Altus  is  the  firm  of  Leon 
Black,  the  former  top  Drexel  Burn 
ham  banker.  If  anyone  should  know 
the  portfolio's  true  worth,  it  is  Black, 
who  apparently  thinks  he  can  profit 
from  the  policyholders'  plight. 

Altus"  oiler  hinges  on  policyhold- 
ers' taking  big  cuts  in  annuity  yields.  I! 
this  happens,  it  will  be  another  victor) 
for  the  quality  life  companies:  People 
will  have  learned  that  safety  is  at  least 
as  important  as  yield,  ami  that  tor 
toises  can  outrun  hates.  wm 
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Imagine  Buying  A  Learjet 
To  Reach  Smaller  Airports. 


With  short  field  capabilities  no  other  jet  -  or  most  turboprops  - 
can  match,  a  Learjet  31A  gives  you  access  to  thousands  of 
smaller,  less  congested  airports  closer  to  your  final  destination. 
By  saving  valuable  time  on  the  ground  as  well  as  in  the  air,  the 
versatile  Learjet  31A  effectively  stretches  your  time  for  business. 

lo  better  understand  the  many  benefits  inherent  in  a  new  Learjet, 
call  Ted  Farid,  Vice  President  Marketing  at  (316)  946-2450. 
Today's  Learjet  31A  -  imagine  where  it  could  take  you. 


©1991  Learjel  Inc. 


Learjet 


Caught  between  a  global  real  estate  slump  and  his 
government's  crackdown  on  speculation,  one  of 
Japan's  leading  business  mavericks  suffers. 

"Scapegoats" 


By  Gale  Eisenstodt 

In  Japan's  bubbling  financial  com- 
munity of  the  1980s,  Yoshihiko 
Miyauchi,  president  of  Orix  Corp., 
cut  a  wide  swath.  Outspoken,  ener- 
getic and  not  averse  to  taking  risks 
with  borrowed  money,  Miyauchi 
piled  on  loans  from  Japanese  and 
foreign  banks  and  used  the  money  to 
push  his  big  leasing  company  into 
financial  services  and  real  estate,  in- 
cluding in  the  U.S. 

He  joined  in  1989  with  the  Bass 
brothers  to  develop  25,000  acres  of 
land  in  Hawaii,  bought  a  30%  stake  in 
Commodities  Corp.,  a  Princeton, 
N.J. -based  money  manager  specializ- 
ing in  futures,  took  a  70%  stake  in  a 
Chicago  real  estate  development  firm. 
He  even  bought  around  $10  million 


worth  of  Drexel  Burnham  Lambert 
senior  debentures,  and  created  a 
smallish  (around  $30  million)  junk 
bond  portfolio. 

Last  year  Orix  paid  $62  million  for 
the  rights  to  buy  74  Airbus  Industrie 
jets,  which  it  plans  to  resell  or  lease  to 
airlines.  And  like  many  of  Japan's 
successful  financial  engineers,  Miyau- 
chi played  the  art  market,  buying  for 
Orix  paintings  by  Picasso  and  sculp- 
tures by  Henri  Laurens.  In  his  home 
market,  Miyauchi  helped  to  finance 
the  real  estate  and  consumer  spend- 
ing booms. 

By  September  1990  Orix's  total 
assets  had  grown  to  $38  billion,  more 
than  double  the  amount  five  years 
ago.  "Miyauchi  was  darn  willing  to 


take  nearly  every  bit  of  business 
shown  to  him,"  says  a  Tokyo-based 
manager  with  Security  Pacific  Nation- 
al Bank.  "He  is  not  afraid  of  risk." 

But  suddenly  risk  has  become  a 
dirty  word.  In  early  1990  Moody's 
downgraded  Orix's  senior  debt  rating 
<  (from  A3  to  Baa2)  in  part  because  of 
the  company's  real  estate  exposure 
in  Japan. 

In  struggling  to  handle  all  these 
risks,  Orix  is  up  against  the  Japanese 
government's  continuing  efforts  to 
cool  Japan's  speculative  financial 
boom,  especially  in  real  estate  specu- 
lation. As  a  nonbank,  Orix  is  super- 
vised by  the  Ministry  of  International 
Trade  &  Industry  (miti)  rather  than 
by  the  Ministry  of  Finance,  miti  al- 
lowed its  nonbank  charges  to  operate 
with  very  few  restrictions. 

This  cozy  regulatory  world  began 
to  unravel  as  the  speculative  surge  in 
Japanese  real  estate  prices  became  a 
big  political  as  well  as  economic  issue. 
Nonbanks,  under  cover  of  MiTl's  lax 
control,  kept  pouring  money  into  the 
property  market,  long  after  Japan's 
banks,  regulated  by  the  Finance  Min- 
istry, were  forced  to  curtail  credit  to 
real  estate.  Some  banks  used  their 
own  nonbank  affiliates  as  conduits  for 


Orix  Corp. 
President 
Yoshihiko 
Miyauchi 
Miyauchi  isn't 
quietly  bowing 
to  Japan's 
bureaucrats. 
"The  easy 
measure  [to 
dampen  prices] 
was  to  use 
monetary 
policy,"  he  says. 
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W'  hen  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions  of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629  (FB),  New  York.  NY  10020. 


'When  you  can  win  over 
attitudes  like  ours  with 

a  car  like  this,  it's  got 

to  be  good. 

This  one  is  terrific' 
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-  MOTOR  TREND 


Introducing  Caprice  Classic  LTZ. 
Motor  Trend  Car  of  the  Year 

■  Special  instrument  cluster  featuring  digital  speedometer  with  analog  gages. 
■  Sophisticated  sport-tuned  suspension.  ■  Unsurpassed  V8  highway  mileage  in  its  class. 
EPA  estimated  MPG  city  17/hwy.  26.  ■  Standard  4-wheel  anti-lock  brakes  and 
driver's-side  air  bag.  ■  3-year/50,000-mile  Bumper  to  Bumper  Plus  Warranty* 

MORE  PEOPLE  ARE 
WINNING  WITH 


OFAMERICA 
TODAYS  CHEVROLET 

It  happens  only  once  a  year.  Gathered  together  are  America's  best 
for  1991.  Only  to  be  subject  to  a  battery  of  rigorous  tests  by  the  editors 
of  Motor  Trend.  Tests  ranging  from  acceleration 

and  braking  to  hours  of  on-the-road  driving. 

And  when  the  results  were  in,  enough  couldn't 
be  said  about  the  Caprice  Classic  LTZ. 

"The  LTZ  is  a  well-made  driver's  sedan."  "...a  new 
benchmark  in  a  high-quality  performance-oriented  family  sedan, 
destined  to  be  an  important  car  on  the  American  scene." 
Caprice  Classic  LTZ.  The  Motor  Trend  Car  of  the  Year, 
and  another  reason  more  people  are  winning 
with  The  Heartbeat  of  America. 


•Sic  your  Chevrolet  dealer  for  terms  of  this  limited  warranty.  Adeduetible  will  applv  alter  12  months  or  12.000  miles.  Chevrolet,  the 
Chevrolet  emblem  and  Caprieeare  registered  trademarks  of  the  CM  Corp.  ■  1991  CM  Corp.  All  Rights  Reserved. 

Lets  get  it  together... buckle  up. 
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An  all-terrain 

investment 

vehicle. 


BALANCED  INVESTORS  can  help  take  you  where  you  want  to 
go,  no  matter  what  market  conditions  you  encounter  down  the 
road.  This  fund  combines  growth  and  income  in  a  single  mutual 
fund.  With  Balanced  Investors,  you'll  have  the  opportunity  for 
growth  over  time,  plus  the  benefits  of  investments  in  high-grade 
bonds.  For  more  complete  information,  including  charges  and 
expenses,  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

Call  toll-free: 

1-800-345-2021 


P.O.  Box  419200,  Kansas  City.  MO  64141-6200 


_     FBS 


No -Load  Family  of  Funds 


t  I'Wl  Twentieth  Century  Si  I 


Orix  Corp. 

property  financing. 

Determined  to  halt  escalating  real 
estate  prices,  the  Ministry  of  Finance 
last  spring  ordered  Japan's  banks  to 
strictiy  limit  lending  to  nonbanks, 
including  Orix.  The  Ministry  of  Fi- 
nance's tough  new  attitude  coincided 
<with  higher  interest  rates  in  Japan. 
Japan's  stock  market,  meanwhile,  is 
now  too  weak  to  support  equity  is- 
sues. Orix  has  raised  funds  through 
several  bond  issues,  but  Orix  is  feeling 
the  pinch  from  tight  borrowing  con- 
ditions. The  credit  rating  downgrade 
won't  help.  The  situation  is  far  more 
grim  at  smaller  nonbanks. 

Miyauchi's  personality  isn't  likely 
to  make  his  dealings  with  the  Ministry 
of  Finance  any  easier  these  days.  Most 

Nonbanks,  under  cover 
of  MITI's  lax  regulation, 
kept  pouring  money 
into  the  property  market, 
long  after  Japan's 
banks,  regulated  by  the 
Finance  Ministry,  were 
forced  to  curtail  credit. 


Japanese  company  presidents  bow 
obsequiously  to  Japan's  bureaucrats. 
Not  Miyauchi,  who  earned  an  M.B.A. 
from  the  University  of  Washington. 
Instead  of  accepting  the  government 
restraint  in  good  grace,  he  has  lashed 
back,  charging  that  the  nonbanks  are 
scapegoats  for  Japan's  high  land 
prices. 

"Politicians  didn't  take  measures  to 
stimulate  land  supply  by  changing  the 
tax  laws  or  liberalizing  building  con- 
trols," says  Miyauchi.  "The  easy  mea- 
sure [to  dampen  prices]  was  to  use 
monetary  policy." 

Miyauchi  makes  a  good  point,  but 
the  politicians  aren't  willing  to  signifi- 
cantly change  tax  or  zoning  rules  or 
take  the  other  tough  decisions  that  are 
necessary  to  alleviate  Japan's  real  es- 
tate "shortage."  Under  the  circum- 
stances, Miyauchi  is  trimming  his  sails 
even  if  he  isn't  shutting  his  mouth. 
"We  may  see  some  [nonbanks  ]  disap 
pear  or  become  very  quiet,"  says 
Miyauchi. 

Of  his  current  operating  philoso 
phy,   Miyauchi   says:    "Wc   arc   very 
conservative,  cowards  to  a  certain  c\ 
tent."  Better  cowardly  than  dead.  WM 
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AFTER  FOUR  BIRDIES 
AND  AN  EAGLE, 

WHAT  MORE  COULD 
DU  POSSIBLY  ASK 
FOR? 


I'    K    I     M    I    U    M         WHISKY,         UNRIVALED 


SMOOTHNESS        SINCE 


nported  in  Bottle  Oy  Hira  3ons,lnc   Firmington  Hills  Ml  c  1991 


WHEREVER  YOU  DO  BUSINESS  AROUND  THE  WORLD, 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  AttheAlG  Companies,  our  business 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  But 
there's  more  to  being  global  providers  of insurance  than  just  being  a  long  way  from  home.  AIG  traces  its  roots 


*     ■ 


to  Shanghai  in  1919,  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
managers  ibho  understand  the  business  practices  and  needs  of  their  own  markets.  If  you're  a  multinational 
company  doing  business  in  today 's  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


Can  the  stock  of  any  giant  company  be  worth  29  times 
1991  earnings,  22  times  cash  flow?  Only  if  trees  grow  to 
the  sky— and  even  Wal-Mart  is  no  redwood.  Besides, 
Kmart  is  finally  beginning  to  fight  back. 

A  tale  of 
two  companies 


By  Subrata  N.  Chakravarty 

There's  BEEN  nothing  quite  like  it 
since  the  Nifty  Fifty  of  the  early 
1970s.  The  shares  of  Bentonville, 
Ark. -based  Wal-Mart  Stores  had  a 
market  capitalization  last  month  of 
over  $40  billion,  making  Wal-Mart 
the  fifth  most  valuable  corporation  in 
the  U.S.   (Forbes,  Apr.  29).  In  a 


market  priced  at  around  17  times 
expected  1991  earnings,  Wal-Mart 
fetches  29  times  earnings.  In  a  market 
priced  at  around  250%  of  book 
value,  Wal-Mart  shares  bring  over 
1,150%  of  book. 

Everything  seems  bigger  than  life 
with  this  stock.  The  market  has  priced 


Kmart  Corp.  Chairman  Joseph  Antonini  at  a  "new  look"  Kmart  store 

"I've  done  everything  I  said  I'd  do.  Now  we're  beginning  to  see  results.' 


Wal-Mart  as  if  it  were  in  a  class  apart 
from  other  stocks.  It  seems  a  lonely 
throwback  to  the  one -decision 
growth  stocks  of  the  past. 

Hold  it.  Wal-Mart  is  quite  a  compa- 
ny, but  it  sells  merchandise  to  ordi- 
nary Americans.  So  does  Troy,  Mich.- 
1  based  Kmart  Corp.;  last  year  the  two 
chains  were  neck  and  neck  in  sales  at 
around  $32  billion  each.  But,  looking 
at  the  stock  market,  you  wouldn't 
know  the  two  were  so  close.  Kmart's 
market  capitalization  was  recendy  un- 
der $8  billion,  less  than  20%  of  Wal- 
Mart's.  Kmart  sold  for  about  10  times 
estimated  1991  earnings,  a  65%  dis- 
count to  Wal-Mart's  price/earnings 
ratio.  Whereas  Wal-Mart's  market- 
price-to-sales  ratio  was  1.4  and  the 
ratio  for  the  discount  group  averaged 
0.48,  Kmart's  was  a  mere  0.25. 

Does  reality  justify  these  price  dif- 
ferentials? For  an  answer,  let's  leave 
behind  the  artificial  world  of  Wall 
Street  and  visit  Main  Street  U.S.A. 
Here  we  find  that  last  year,  for  the  first 
time,  Wal-Mart  overtook  both  Sears 
and  Kmart  to  rank  as  the  nation's 
largest  retailer.  But  Kmart  edged  past 
Sears  to  remain  in  second  place.  The 
sales  score:  Wal-Mart,  $32.6  billion; 
Kmart,  $32.1  billion;  Sears,  $32  bil- 
lion. No  question:  Between  Kmart 
and  Wal-Mart,  the  latter  has  been 
easily  the  faster  grower  since  1980, 
increasing  sales  at  a  rate  of  34%,  com- 
pared with  Kmart's  8%. 

Wal-Mart's  Sam  Walton  did  a  bril- 
liant job,  of  course,  but  he  got  sonic 
help  from  Kmart.  At  a  crucial  time  in 
Kmart's  development,  management 
took  its  collective  eye  off  the  ball. 
Walton  took  advantage  of  the  lapse. 

But  Kmart  now  knows  where  it 
went  wrong  and  is  out  to  correct  the 
mistake.  Says  Kmart  Chief  Executive 
Joseph  Antonini:  "The  model  that  we 
started  out  with  in  1962  was  the  right 
model  for  then  and  is,  in  my  opinion, 
the  right  model  for  now.  I  would  say 
that  if  we  had  stuck  to  our  model 
store,  our  volume  today  would  have 
exceeded  $40  billion  already. " 

Had  that  happened,  Kmart's  prof 
its,  which  last  year  were  barely  60%  of 
Wal-Mart's  $1.3  billion,  might  easily 
have  equaled  or  bettered  Wal  Man's, 
and  the  stock  market  would  register 
quite  different  numbers. 

Kmart  went  wrong  by  abandoning 
the  dedication  to  giant  stores  that  had 
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TWICE  THE  ROOM. 

TWICE  THE  COMFORT 

TWICE  THE  VALUE 
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TWICE  THE  ROOM.  A  spacious  living  room  and 
private  bedroom  so  you  have  the  room  you  need  to 
work  and  relax. 


TWICE  THE  COMFORT.  A  well-lit  work  area,  a 
microwave  oven,  a  coffee  maker  and  refrigerator. 
Right  in  your  suite.  When  your  work  is  done,  you'll 
find  exercise  facilities  in  most  of  our  hotels. 


Hawaii  I -800-GO-2-MAUI,  In  Canada:  1-800-458-5848, 
In  Mexico  95-800-362-2779 


wceihe  hotel 


TWICE  THE  VALUE.  Enjoy  two  hours  of  compli- 
mentary beverages+  each  evening.  Wake  up  every 
morning  to  our  free,  cooked-to-order  breakfast. 


+ Subject  to  state  and  local  law 


TWICE  THE  HOTEL™  Next  time  you  need  a  hotel 
room,  Think  Twice™  Then  call  your  travel  agent  or 
1-800-EMBASSY. 
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Kmart 


built  it  in  the  first  place.  By  1989 
about  1,000  of  its  2,200  U.S.  stores 
were  much  smaller  than  the  original 
80,000-square-foot  store  that  had 
been  Kmart's  standard. 

Antonini,  49,  a  genial  but  intense 
onetime  store  manager,  became 
Kmart's  chief  executive  in  1987.  He 
has  set  about  reversing  the  mistakes  of 
the  past  and  regaining  ground  lost  to 
Wal-Mart.  His  extraordinarily  ambi- 
tious plan  calls  for  either  refurbishing, 
expanding,  closing  or  relocating  vir- 
tually all  of  Kmart's  2,300  North 
American  discount  stores  by  the  end 
of  the  company's  1995  fiscal  year 
(which  will  end  in  January  1996).  His 
plans  also  call  for  adding  another  250 


But  in  January  sales  began  to  pick 
up.  Same-store  sales  increased  3.8% 
over  the  same  period  in  1990.  In 
February  and  March  same-store  sales 
increased  6.3%.  Wall  Street  began  to 
take  notice.  The  stock  has  risen  to  a 
recent  price  of  40. 

With  Kmart's  store  refurbishment  < 
program,  Antonini  is  making  a  bet 
almost  as  critical  as  the  one  laid  by 
former  president  Harry  Cunningham 
when  he  put  what  was  then  the  S.S. 
Kresge  Co.  into  discounting  in  the 
first  place.  Before  the  first  Kmart  even 
opened  in  1962,  Cunningham  once 
recalled,  he  had  committed  $80  mil- 
lion to  leases  and  merchandise  for 
future  stores — big  money  back  then. 


Richard  Miller, 
executive 
vice  president 
of  the  Kmart 
stores 
division, 
at  a  store 

under  construction 
Fixing  2,300 
giant  stores  and 
building  more 
takes  time  and 
money.  Lots 
of  money. 


stores — versus  Wal-Mart's  planned 
750.  In  a  stagnating  retail  environ- 
ment, Kmart  is  planning  to  expand  its 
square  footage  by  30%.  Total  outlay 
will  be  $6  billion,  $2.3  billion  for  the 
overhaul  program  alone. 

"If  the  [refurbishment  program] 
doesn't  work,  it  wouldn't  be  the  end, 
but  it  would  be  the  first  step  to  de- 
struction," Antonini  concedes.  "But 
if  we  don't  spend  the  $2.3  billion  by 
1995  our  stores  will  be  19  years  old, 
tired  and  dated." 

Last  year  was  not  a  great  one  for 
Kmart.  Sales  for  stores  open  at  least  a 
year  were  up  an  anemic  1 .9%  in  1990; 
but  for  an  accounting  change,  earn- 
ings from  operations  would  have  de- 
clined for  a  second  straight  year. 


Had  the  Kmart  idea  failed,  it  would 
have  sunk  Kresge.  But  Cunningham's 
80,000-square-foot,  low-overhead 
stores  offering  large  selections  of 
name-brand  merchandise  at  low 
prices  caught  on.  During  the  1960s 
and  for  much  of  the  1 970s,  Kmart  was 
one  of  the  hottest  companies  in  retail 
ing  and  a  Nifty  Fifty  growth  stock. 

And  then,  as  often  happens  with 
successful  companies,  Kmart  began  to 
lose  its  way.  Cunningham's  successor, 
Robert  Dewar,  decided  that  smaller 
markets  should  be  served  by  smaller 
stores.  Between  1972  and  1979  he 
opened  1,100  stores,  but  many  of 
these  were  much  smaller  than  t he- 
giant  stores  Cunningham  had  built — 
several  as  small  as  40,000  square  feet. 


As  Kmart  strayed  from  the  big-store 
strategy  that  had  made  it  so  success- 
ful, its  sales  and  earnings  growth  be- 
gan to  slow.  Wal-Mart's  growth  was 
still  gathering  speed.  Although  both 
companies  began  their  discount  store 
operations  in  1962,  18  years  later 
Kmart  had  sales  of  over  $14  billion; 
Wal-Mart  sales  were  a  little  over  $1 .6 
billion.  By  1990,  however,  Wal-Mart 
had  edged  ahead  of  Kmart. 

A  second  critical  Kmart  mistake: 
Assuming  wrongly  that  its  markets 
were  becoming  saturated,  it  began 
diversifying.  In  1984  and  1985,  a 
period  in  which  Sam  Walton  opened 
217  Wal-Mart  stores,  Kmart  had  a  net 
increase  of  just  31  stores.  Kmart  Chief 
Executive  Bernard  Fauber  spent  that 
time  acquiring  Home  Centers  of 
America  (now  Builders  Square),  Wal- 
denbooks  and  Pay  Less  Drug  Stores. 
"The  strategic  thrust  was  to  take  the 
cash  flow  from  the  discount  store  side 
and  diversify  into  specialty  retailing 
with  it,"  says  Sanford  Bernstein  retail 
analyst  David  Poneman. 

By  the  time  Antonini  became  presi- 
dent in  1986,  Kmart's  discount  store 
operation — the  heart  of  the  compa- 
ny— was  showing  all  the  signs  of  old 
age  and  neglect.  The  stores  were  di- 
lapidated, often  small  and  crowded 
with  merchandise  displays,  frequently 
out  of  stock  on  advertised  items.  The 
chain's  inventory  control  system  be- 
longed in  a  retailing  museum.  Cus- 
tomers kindly  described  store  person- 
nel as  indifferent.  Moreover,  compet- 
itors like  Wal-Mart  and  Dayton 
Hudson's  Target  had  lower  prices. 

By  the  1980s  the  company  was 
becoming  the  butt  of  "Attention, 
Kmart  shoppers"  jokes.  To  improve 
Kmart's  "Polyester  Palace"  image  in 
apparel,  Antonini  switched  to  blends 
and  natural  fabrics  when  he  became 
president  of  the  apparel  division  in 
1984.  Then  he  injected  an  element  of 
fashion  by  signing  former  Charlie's 
Anrfclssinv  Jaclyn  Smith  to  promote  a 
signature  line  of  clothing. 

On  moving  into  the  executive 
suite,  Antonini's  fust  priority  was 
automating  the  chain's  internal  con 
trol  systems.  Between  mid  1986  .uu\ 
November  1990,  at  a  cost  of  $1  bil 
lion,  Kmart  installed  computerized 
point  of  sale  registers  at  all  20,000  of 
its  checkout  counters  ,\\k\  linked  them 
by  satellite  to  corporate  headquarters 
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"With  generations  of  employees  counting  on  us, 
we  can't  settle  for  mediocrity.  That's  why  our 


pension  managers  hedge  with  CBOT  Treasury 
futures.  Very  stable  results.  Very  positive!' 
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Marc  L.  Werner 
Chief  Financial  Officer 
R.D.Werner  Co.,  Inc. 


Generations  of  Werners  have  built  the  biggest  ladder  company  in  the  world.  But  it's  the  generations  of 
families  Werner  employs  that  make  it  strong.  So  it's  no  wonder  that  Werner  plans  its  pension  fund  for  long 
term  performance.  That's  why  their  fund  managers  control  portfolio  risk  with  CBOT  Treasury  futures.  Not 
only  does  this  give  them  superior  results,  but  also  the  benefits  of  " . .  expediency,  flexibility  and  lower  costs." 
Concludes  Marc  Werner,  "The  difference  we  see  in  our  bottom  line  pension  results  is  quite  substantial." 

For  literature  on  how  CBOT  Treasury  futures  can  impact  your  ^    r*V+  D         *J    *T    ~J 

bottom  line,  call  1-800-THE-CBOT,  ext.  6001,  or  1-312-435-3558,  W    ^HlCagO  DOara  OT  irade 

ext.  6001. 
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in  Troy,  Mich.  The  enormous  project 
came  in  a  year  ahead  of  schedule. 
Even  so,  it  lagged  almost  two  years 
behind  Wal-Mart's  system. 

It  is  impossible  to  overstate  the 
importance  of  the  new  control  system 
to  Kmart  because  it  will  pay  off  in  so 
many  ways.  Each  checkout  counter 
now  has  a  laser  scanner  to  read  prod- 
uct codes  faster  than  they  can  be  typed 
in  manually.  Credit  card  authoriza- 
tion can  be  done  at  the  counter  itself. 
The  result:  a  reduction  of  at  least  25% 
in  customer  waiting  time  at  the  check- 
out line. 

Now  that  sales  can  be  much  more 
closely  tracked,  the  company  can  bet- 
ter predict  which  items  will  sell  when, 
and  order  accordingly.  This  cuts  in- 
ventory costs  several  ways:  faster  de- 
liveries, lower  financing  charges,  less 
need  to  take  heavy  markdowns  to 
move  the  dogs,  fewer  lost  sales  on 
popular  out-of-stock  items. 

All  this  spending  should  soon  pro- 
duce results  on  the  income  statement. 
Antonini  says  that  between  1990  and 
1992  Kmart  plans  to  reduce  nonap- 
parel  inventories  by  SI. 8  billion,  sav- 
ing at  least  SI 00  million  in  earning 
costs  alone.  Moreover,  with  the  infor- 
mation that  is  becoming  available, 
Kmart  can  buy  more  product  central- 
ly, so  as  to  get  volume  discounts  and 
free  store  managers  from  some  of 
their  buying  tasks.  By  1990,  70%  of 
purchasing  had  been  centralized,  up 
from  just  20%  a  few  years  ago. 

Thanks  to  the  new  satellite  system, 
Antonini  and  others  in  top  manage- 
ment are  in  far  better  touch  with  their 
store  personnel.  Several  times  a 
month  Antonini  gets  on  a  nationwide 
hookup  to  explain  his  goals,  exhort 
better  effort,  keep  employees  in- 
formed of  progress  and  answer  their 
questions  live.  The  two-way  commu- 
nication, Antonini  says,  helps  lower- 
level  employees  to  feel  part  of  a  team. 

Employee  attitude  is  improving, 
Antonini  says.  "We  really  had  it  [team 
spirit],"  he  says  earnestly.  "We  lost  it 
because  there  wasn't  enough  empha- 
sis placed  on  it.  And  it's  getting  re- 
gained because  it  starts  right  here  in 
my  office."  Seemingly  a  born  cheer- 
leader, Antonini  gets  high  marks  for 
what  he  has  already  accomplished  in 
this  area.  "He's  taken  a  tired,  dispirit- 
ed company  and  revived  it,"  says 
Montgomery  Securities'  Ed  Weller. 


In  order  to  compete  against  Wal- 
Mart  and  Target  head-on,  Kmart  in 
early    1989    reduced    the    prices    of 
8,000  of  the  most  frequently  pur- 
chased items  (accounting  for  25%  of 
sales).  For  all  merchandise,  the  com- 
pany also  switched  to  "even-day  low 
pricing."  Those  price  reductions  hurt  *. 
profits  in  1989  and  1990,  but  they  are 
paying  off  in  stronger  sales  growth 
now.  "They've  eliminated  price  as  an 
issue,"  says  Prudential  Securities  re- 
tail analyst  Wayne  Hood. 

With  automation  under  way  and 
pricing  taken  care  of,  Antonini  was 
finally  able  to  turn  his  attention  to 
refurbishing  the  stores.  Because 
Kmart's  stores  had  been  neglected  so 


customer  traffic  past  higher-mar- 
gined apparel  departments. 

Oak  Park  is  the  prototype  for  the 
Kmart  of  the  future.  The  new  look  is 
dazzling:  straight  wide  aisles,  bright 
track  lighting,  larger  racks  so  as  to 
have  more  merchandise  on  the  sales 
floor  instead  of  in  the  stockroom,  big 
department  signs,  splashy  graphics. 

Discount  store  customers  generally 
come  in  for  "hard"  goods — soap, 
batteries,  cosmetics  and  the  like.  But 
it  is  in  apparel,  sheets,  towels  and 
other  "soft"  goods  that  Kmart  makes 
its  best  money.  Antonini  has  driven 
this  home  to  his  store  managers,  who 
have  installed  colorful  merchandise 
displays  even-where.  "Displays  move 


George  Mrkonic, 
executive 
vice  president 
of  Kmart's  specialty 
stores  division, 
at  a  Builders 
Square  store 
A  young  Harvard 
M.B.A..  he  is  one 
of  the  few  senior 
Kmart  executives 
who  has  an 
advanced 
degree  and 
hasn't  spent 
his  entire  career 
at  Kmart. 


long  and  Wal-Mart  was  adding  stores 
so  much  faster,  the  age  disparity  was 
immense,  putting  Kmart  at  a  huge 
competitive  disadvantage.  Discount 
Store  News,  a  trade  paper,  recently 
estimated  that  in  early  1990  45%  of 
Wal-Mart's  stores  and  40%  of  Tar- 
get's stores  were  three  years  old  or 
less.  By  contrast,  only  10%  of  Kmart's 
store  were  that  new.  Fully  85%  of 
Kmart's  stores  were  over  eight  years 
old — ancient  for  a  retail  store — com- 
pared with  just  15%  of  Wal-Mart's. 

A  new  86,000-square-foot  Kmart 
store  was  started  in  1988  in  Oak  Park, 
a  Detroit  suburb.  Antonini  decided  to 
delay  the  opening  by  a  couple  of 
months  in  order  to  make  major 
changes  in  the  store  layout  and  move 


merchandise,"  explains  the  Oak  Park 
store's  general  manager.  Marc  Buchi. 

Meanwhile,  Kmart's  newer  stores 
are    getting   even    larger.    Many   arc 
96,000  square  feet;  some  arc  1 04,000 
square  feet.  Even  so,  Buchi  boasts,  in 
1990  the  Oak  Park  store  exceeded  its 
sales  plan  by  40%  .\n^\  was  1  5"„  ahead 
ot   plan   through   March.   "We'll   do 
over  $20  million  this  year,"  he  pre 
diets.  That  is  around  $280  ot  sales  per 
selling  square  foot,  48%  better  than 
the  Kmart  average  of  $189.  Pruden 
rial's  I  lood  estimates  Wal  Mart's  a\ 
erage  sales  at  $250  per  square  foot. 

In  the  newer,  larger,  more  atti.u 
tive  stores,  then,  lies  AntoninTs  solu 
tion   to  the  problem  of  closing  the 
huge  gap  between  Kmart's  s.iles  per 
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square  foot  and  Wal-Mart's.  That 
gap,  much  of  which  goes  to  the  bot- 
tom line,  is  the  reason  for  Wal-Mart's 
greater  profitability.  Closing  the  gap 
eliminates  a  major  competitive  edge 
that  Wal-Mart  now  enjoys.  Add  in  the 
efficiencies  that  will  come  from  a  bet- 
ter control  system  and  more  central- 
ized purchasing,  and  the  profitability 
gap  should  narrow  further. 

The  early  returns  from  the  new- 
look  Kmart  stores  were  so  positive 
that  Antonini  accelerated  the  pro- 
gram. Gulping  hard,  he  took  a  $640 
million  writedown  in  1989  for  closing 
stores  and  trashing  old  fixtures.  At  the 
end  of  1990,  there  were  209  of  the 
new- look  stores — 10%  of  the  total.  By 
the  start  of  the  Christmas  season  in 
November  this  year,  30%  of  the  stores 
should  be  in  the  new  format.  Hood 
says  refurbished  stores  are  already 
showing  increases  of  9%  over  1990, 
while  the  expanded  stores  are  up  15%. 

By  the  time  Antonini  completes  the 
overhaul  program  at  the  end  of  1995, 
Kmart  will  have  2,500  large,  new- 
look  stores.  In  effect,  all  of  Kmart's 
stores  will  be  under  eight  years  old, 
while  many  of  Wal-Mart's  stores  will 
be  aging. 

As  Wal-Mart  and  Target  expand 
into  the  heart  of  Kmart's  markets, 
they  will  no  longer  have  the  easy 
competition  of  small,  shabby,  old 
Kmarts.  They  will  have  to  compete 
against  emporiums  every  bit  as  well 
stocked  and  up-to-date  as  their  own. 

One  area  where  Kmart  has  fallen  far 
behind  Wal-Mart  is  in  membership 
warehouses,  the  business  pioneered 
by  Price  Co.'s  Price  Clubs  in  the 
1970s.  Usually  open  only  to  those 
who  have  purchased  memberships, 
the  cavernous  100,000-square-foot 
warehouses  are  the  hottest  new  con- 
cept in  retailing.  Nearly  nonexistent 
in  the  East,  they  are  growing  rapidly 
in  the  Midwest  and  West.  The  ware- 
houses sell  a  variety  of  staple  items, 
both  food  and  nonfood.  They  are 
stocked  very  simply — pallets  of  prod- 
uct are  moved  in  by  forklift  trucks, 
and  cases  are  simply  slashed  open. 

"It  isn't  very  inviting,"  agrees  An- 
tonini, butcustomers  find  the  prices, 
which  approximate  wholesale,  to  be 
very  inviting  indeed. 

It  irritates  Antonini  that  the  largest 
company  in  this  fast-growing  field  is 
$6.6  billion  (1990  revenues)  Sams,  a 
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Nuclear-generated  electricity  saves  more  oil  each  day 
than  we  used  to  import  from  Iraq  and  Kuwait. 


With  more  than  100  operating  nuclear  plants 
in  this  country,  nuclear  electricity  cuts  U.S.  oil 
imports  by  740,000  barrels  every  day.  That's 
more  than  the  oil  we  imported  from  Iraq  and 
Kuwait  before  hostilities  broke  out  last  August. 

Nuclear  energy  is  a  major  reason  why 
electric  utilities  here  burn  much  less  oil  than 


they  used  to.  In  1973, 17%  of  America's  elec- 
tricity came  from  oil,  while  only  4%  came 
from  nuclear.  Today,  oil  provides  47r ;  nuclear 
energy  generates  over  Wk. 

But  America  still  imports  about  half  the 
oil  it  consumes— the  equivalent  of  four  huge 
supertankers  of  foreign  oil  every  day. 


We  need  more  nuclear  plants— to  meet 
America's  growing  electricity  demand,  and  to 
bolster  our  independence  from  dangerously 
unstable  energy  sources. 

For  more  information,  write  to  the  I 
Council  for  Energy  Awareness,  P.O.  Box 
66080,  Dept.  ST09,  Washington.  D.C.  20036 


Nuclear  energy  means  more  energy  indenendence. 
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Kmart 

division  of  Wal-Mart.  Here  again 
Kmart  has  itself  to  blame.  Around  the 
time  that  Sams  started,  in  1983, 
Kmart  turned  down  the  opportunity 
to  get  into  the  business. 

Antonini  says  he  doesn't  know  why 
Kmart  held  back.  But  once  he  became 
chief  executive,  he  set  out  to  correct 
the  blunder.  In  1988  Kmart  bought 
51%  of  Makro,  a  Dutch  company  in 
the  business.  There  followed  more 
major  purchases  in  warehousing. 
Kmart's  Pace  division  will  gross 
around  $4  billion  this  year,  making  it 
a  strong  fourth  in  the  discount  ware- 
house field  (behind  Sams,  Price  and 
Costco  Wholesale). 

Kmart  has  a  quartet  of  other  prom- 
ising specialty  businesses.  Builders 
Square,  the  home-improvement 
chain  acquired  in  1984,  had  sales  last 
year  of  $  1 .9  billion,  about  half  the  size 
of  industry  leader  Home  Depot. 

Another  chain  is  Sports  Authority, 
acquired  in  1990  and  merged  with  a 
similar  in-house  idea.  George 
Mrkonic,  39,  executive  vice  president 
of  Kmart's  specialty  retailing  group, 
predicts  that  the  chain,  which  had 
revenues  of  $  105  million  last  year,  will 
top  $1  billion  by  1995. 

The  most  profitable  and  stable 
chain  in  the  division  is  Pay  Less  Drug 
Stores,  a  $1.6  billion  (1990  sales) 
321 -store  West  Coast  chain;  Pay  Less 
is  opening  about  30  new  stores  a  year, 
and  acquiring  small  chains. 

Then  there  is  Waldenbooks.  Call- 
ing it  a  "historical  artifact,"  Mrkonic 
concedes  the  1,268 -store  book  chain 
does  not  fit  neatly  with  Kmart's  other 
businesses,  because  it  is  mall -based 
and  made  up  of  small  stores.  But  it  is 
also  profitable  and  gaining  market 
share;  neither  Antonini  nor  Mrkonic 
indicates  any  desire  to  sell  it  quickly. 

The  specialty  stores  offer  opportu- 
nity for  future  growth.  So  far  they 
haven't  contributed  their  share  of 
profits,  perhaps  because  the  emphasis 
thus  far  has  been  on  building  sales, 
not  earnings.  In  1990  specialty  sales 
topped  $7  billion,  over  22%  of  sales, 
but  contributed  just  11%  to  operating 
income.  This  year  Mrkonic  predicts 
that  the  division  will  account  for  25% 
of  sales  and  20%  of  earnings. 

With  improvements  in  all  these 
businesses,  Antonini  says  his  goal  is  to 
build  Kmart's  sales  to  $50  billion  bv 
1995.  Of  that,  $35  billion  will,  he 

Forbes  ■  May  27,  1991 


Attention: 

Professional 

and 

Private  Investors 


FORBES  1991  Spring  Annual  Report  Portfolio 

appears  in  this  issue  on  page  307. 

There's  no  better  place  than  an  annual  report  to  learn 
about  a  company  as  an  investment  for  your  portfolio. 

FORBES  199 1  Annual  Report  Portfolio  features  many 
fine  public  companies  who  want  you  to  know  more 
about  them.  They  are  making  their  annual  reports 
available  to  FORBES  readers  free. 


Take  advantage  of  this  offer. 
Use  the  post  paid  reply  card 
that  is  part  of  the  section. 


Forbes 

Capitalist  Tool 


Ford  cant  say 
nothing. 


Kmart 

says,  be  rung  up  at  Kmart  stores,  and 
$15  billion  in  the  specialty  stores. 
Total  sales  in  1990  were  $32  billion, 
indicating  a  compound  revenue 
growth  rate  of  around  9.4%. 

There's  a  puzzle  embedded  in 
these  forecasts.  Most  analysts  expect 
retailing's  overall  growth  to  be  slug- 
gish for  the  next  few  years.  And 
Kmart's  tough  competitors,  Wal- 
Mart  and  Target,  also  have  ambitious 
expansion  plans.  So  out  of  whose  hide 
does  Antonini  expect  to  carve  the  $18 
billion  in  new  revenues  he  plans  to 
add  between  now  and  1995? 

Antonini  won't  concede  an  inch  to 
Wal-Mart.  But  executive  vice  presi- 
dent Richard  Miller,  the  31 -year  vet- 
eran in  charge  of  the  Kmart  stores 
division,  points  out  that  there  are 
other  scalps  available  for  the  taking. 

"The  largest  opportunity,"  Miller 
says,  "is  in  consolidation" — a  polite 
word  for  putting  some  competitors 
out  of  business.  Says  Miller:  "About 
25%  of  the  discount  industry  comes 
from  regional  discounters.  There  is  a 
big  market- share  opportunity  with 
undersized  and  undercapitalized  re- 
gional discounters.  You  don't  neces- 
sarily have  to  take  it  from  your  bigger 
competitors."  Among  the  regional 
discounters  that  are  probably  most 
vulnerable  are  Hills  Department 
Stores  and  Ames  Department  Stores. 
Also  exposed  are  mass  merchandisers 
like  Sears  and  J.C.  Penney. 

A  merchant  to  his  fingertips,  An- 
tonini's  eyes  light  up  as  he  explains 
what  excites  him  about  discounting: 
"As  the  old  saying  goes,  to  move  two 
nickels  and  keep  them  moving.  It's 
exciting  to  move  large  volumes  of 
merchandise."  If  his  plans  work,  he 
should  be  excited  for  years. 

If  Antonini  is  right  about  sales 
growth,  profit  margins  should  im- 
prove as  the  expansion  and  modern- 
ization program  begins  to  wind 
down.  Antonini  says  he  expects  to 
increase  the  company's  return  on  eq- 
uity from  1 5%  in  1990  to  over  20%  by 
1995.  This  would  suggest  that  per- 
share  earnings  will  exceed  $7  a 
share— almost  double  last  year's  level. 

If  Antonini  is  right  about  earn- 
ings— and  he  makes  a  convincing 
case — one  of  two  things  is  true:  Either 
Wal-Mart  is  one  of  the  most  overval- 
ued stocks  on  the  board  today  or 
Kmart  is  one  of  the  cheapest.         ■£ 


Workers  in  the  Soviet  Union  seem  lazy  and  thieving, 
but  the  Soviet  people  are  fundamentally  honest 
and  capable  of  hard  work.  It  is  the  system  that  has 
made  them  bad— and  the  system  is  dying. 

Dead  souls 


By  Vladimir  Kvint 


A  drunk  in  a  Moscow  street 

Escaping  from  the  communist  reality. 


All  the  ECONOMIC  nkws  from  the 
Soviet  Union  is  bad  these  days.  But 
underneath  the  turmoil,  and  with  un- 
employment heading  for  30  million, 
change  for  the  better  takes  hold  slow- 
ly but  irresistibly. 

Under  new  laws  Soviet  citizens  can 
work  for  foreign  companies  in  the 
U.S.S.R.  and  abroad,  not  as  runaway 
serfs  but  legally.  This  is  a  tremendous 
step  toward  freedom.  And  foreigners, 
who  have  always  been  officially  con- 
sidered in  the  U.S.S.R.  to  be  capitalist 
spies  working  under  cover,  can  now 
work  at  a  Soviet  enterprise  and  even 
manage  a  Soviet  company  on  a  con- 
tract basis. 

This  means  Soviets  can  leave, 
though  new  travel  laws  still  have  not 
been  passed.  A  brain  drain  is  develop- 
ing. It  is  still  difficult  to  get  out,  but 
you  can  do  so  if  you  can  land  a 
contract  from  a  foreign  firm.  Such 


contracts  are  highly  coveted.  The  av- 
erage monthly  salary  in  the  U.S.S.R.  is 
290  rubles,  about  $2.40  a  week  at  my 
estimate  of  the  black  market  rate  of 
exchange.  Though  Gorbachev  makes 
12  times  more  than  .m  average  citi- 
zen, he  makes  less  than  $  1  SO  a  month 
at  an  official  rate  set  by  himself.  Of 
course,  neither  of  these  figures  rcpre 
sents  reality:  Ordinary  citizens  get 
cheap  rents  and  cheap  bread,  and 
Soviet  bigwigs  get  nearly  everything 
free.  Still,  these  pitiful  figures  indicate 
how  little  disposable  income  Soviet 
citizens  have. 

So,  people  who  can  are  leaving. 
Soviet  biologists,  mathematicians, 
economists  and  financial  specialists 
are  welcome  in  a  world  labor  market 


Vladimir  Kvint  is  Distinguished  Lecturer  at 
Fordham  University's  school  of  business. 
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Soviet  workers 


where  there  is  an  overall  shortage  of 
highly  trained  professionals  (see  story, 
p.  110). 

Salomon  Brothers,  for  example,  in- 
vited a  30-year-old  Soviet  banker  with 
ten  years  of  experience  in  a  Soviet 
bank  to  join  the  company's  New  York 
office. 

The  Soviet  Union  has  brilliant 
computer  specialists,  especially  in  the 
software  field.  These  too  are  trickling 
out  and  adapt  quickly  abroad.  Soviet 
immigrants  never  ask  for  money  in  the 
subway;  in  a  matter  of  several  years 
they  get  their  own  houses,  cars,  things 


Yet  factory  managers  fought  to 
swell  their  payrolls.  To  squeeze  more 
money  out  of  the  bureaucracy,  each 
company  tried  to  fake  the  number  of 
working  hands  it  needed.  Unneeded 
workers  were  known  as  "dead 
souls" — after  Nikolay  Gogol.  There 
were  some  12  million  of  them  in  the* 
Soviet  Union. 

In  a  way,  this  situation  may  be 
better  than  the  American  system  of 
welfare  so  far  as  the  recipients  are 
concerned;  at  least  they  do  not  get 
something  for  absolutely  nothing. 
But  the  dead  souls  are  a  drag  on 


A  milkmaid  on  a 
collective  farm 
Sixty  percent 
of  milk 
production 
comes  from 
private  farms. 


they  could  never  have  hoped  to  have 
at  home.  Most  of  these  highly  trained 
people  swim  well  in  the  stormy  waters 
of  American  business. 

But  the  immigrants  represent  only 
a  fraction  of  the  Soviet  Union's  vast 
store  of  trained  and  educated  people. 
Most  of  these  will  stay  at  home.  They 
represent  one  of  the  Soviet  Union's 
greatest  resources.  All  these  workers 
need  to  become  productive  is  the 
introduction  of  capitalist  incentives. 

And  that  is  why  I  say  that  under- 
neath the  turmoil,  a  better  way  is 
developing.  Forget  what  you  have 
heard  and  read  about  lazy,  thieving 
Soviet  workers.  It  is  the  socialist  sys- 
tem that  is  rotten,  not  the  people.  The 
old  Soviet  socialist  system  was  unpro- 
ductive because  it  was  a  mass  of  disin- 
centives. Moscow  dictated  the  salary 
of  a  Norilsk  miner  far  in  the  North  and 
of  a  cotton  grower  deep  in  the  South. 
You  got  what  some  bureaucrat  said 
you  should  get  rather  than  a  market- 
clearing  wage.  This  led  to  bad  labor 
discipline;  the  fired  drunkard  imme- 
diately crossed  the  street  and  went  to 
another  factory  for  the  same  small 
salary. 
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productivity;  why  should  Ivan  work 
hard  when  Stefan  is  sleeping  on  the 
job  and  Ivan  and  Stefan  both  get  the 
same  wage? 

In  the  Soviet  system  jobs  were  not 
so  much  for  production  as  they  were  a 
means  of  regimenting  people.  Not  to 
have  a  job  was  a  crime,  even  though 
loafing  on  the  job  was  not.  A  person 
out  of  work  was  called  tuneyadets, 
"the  one  who  eats  in  vain,"  a  sponger. 
Laws  against  unemployment  were 
also  used  as  a  political  whip  against 
dissidents. 

The  brilliant  poet  Joseph  Brodsky, 
who  later  received  a  Nobel  Prize,  was 
sent  to  prison  for  doing  nothing. 
"But  I  am  a  poet,"  he  said  to  a  judge. 
"Okay,"  argued  the  judge,  "but  I 
asked  you  about  your  job." 

Finally,  in  January  Gorbachev  in- 
troduced the  "Status  of  the  Unem- 
ployed." Giving  the  jobless  rights  is  a 
major  step  away  from  communism 
and  toward  a  free  society.  It  comes  in 
the  nick  of  time:  Soon  millions  will 
need  it.  In  East  Germany,  where  the 
economy  and  productivity  of  labor 
was  better  than  in  the  U.S.S.R.,  4 
million  out  of  8  million  workers  lost 


their  jobs  after  reunification. 

New,  productive  jobs  aren't  open- 
ing up  as  fast  as  the  old,  useless  ones  are 
being  shed.  But  still  they  are  opening 
up.  Case  in  point:  There  are  more  than 
7,000  new  cooperative  technical  con- 
sulting and  manufacturing  firms,  em- 
ploying more  than  300,000  people. 

Making  the  situation  worse,  the 
whole  system  has  been  rife  with  the 
disease  of  stealing;  lacking  the  bar- 
gaining power  to  get  a  living  wage, 
workers  are  driven  to  theft.  The  so- 
called  nesuni — the  "carriers"  or  the 
"factory-lifters" — are  everywhere:  A 
worker  at  a  meat  factory  carries  away 
even'  day  under  his  coat  3  kilos  of 
meat;  at  the  cable  factory,  a  piece  of 
cable.  If  somebody  works  at  a  rubber 
factory  he  will  take  home  "article 
#2" — the  modest  official  name  for 
condoms,  which  are  always  in  great 
demand.  Condoms  are  a  kind  of  cur- 
rency for  such  workers.  Some  workers 
say:  "A  day  without  a  gift  from  the 
factory  is  a  day  lived  in  vain." 

This  happens  not  because  Russian 
workers  are  any  more  dishonest  than 
American  workers  or  any  others.  The 
chief  explanation  is  that  in  the 
U.S.S.R.  nothing  belongs  to  anybody 
one  knows.  Some  people  think  that  it 
all  belongs  to  the  bosses  in  the  Krem- 
lin, and  in  a  way  they  are  right.  Others 
say  it  has  been  declared  that  this  prop- 
erty belongs  to  the  nation.  "And  that 
means,  to  me,  since  I  am  a  part  of  the 
nation.  So,  I  am  not  stealing,  I  am  just 
taking  what  belongs  to  me,"  a  Soviet 
worker  might  reason. 

It  is,  however,  rather  easy  to  stop 
the  disease.  Those  who  work  in  coop- 
eratives, where  part  of  the  property 
really  belongs  to  them,  do  not  steal. 

Many  years  of  work  among  and 
with  the  Russian  workers  allows  me  to 
conclude  that  they  are  diligent,  assid- 
uous and  creative  under  the  right 
circumstances. 

When  I  was  head  of  a  construction 
team  in  Norilsk,  we  had  to  lift  perma 
frost  by  shovel;  there  was  a  constant 
shortage  of  bulldozers. 

To  save  my  workers  from  this  hell 
ish  job,  I  illegally  hired  a  bulldozer 
driver.  He  agreed  to  work  during  the 
night,  because  by  the  morning  he  had 
to  be  back  with  his  Caterpillar  on  his 
regular  job. 

I  low  did  I  pay  him?  Vodka  is  hard 
currency  in  the  Soviet  Union.  Unlike 
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It's  how  I  keep  all  my  investments  running  smoothly." 


I've  never  been  so  in  touch  with 
the  market. 

With  PRODIGY®  connected  to  my  home 
computer,  I  can  get  hourly  market 
updates,  everything  from  Dow  Jones 
averages  and  most  active  issues  to  for- 
eign stock  indices.  If  I  want  NYSE,  Amex, 
I  and  Nasdaq®  composites,  I've  got  'em. 
There's  non-equity  info,  too,  like  gold 
prices,  dollar  trading,  and  money  rates. 

'When  I  want  the  broader  picture,  PRODIGY 
supplies  the  leading  economic  indicators 
such  as  housing  starts,  consumer  prices, 
and  the  trade  deficit.  I  keep  my  eye  on 
changing  stock  prices  throughout  the 
day.  If  I  see  an  opportunity,  bam,  I  can 
buy  or  sell  in  minutes  with  the  online 
discount  broker.  Getting  PRODIGY  was 
one  of  my  smartest  investments. 

"And  investments  are  only  part 
.of  the  story. 

There's  a  whole  slew  of  terrific  things 
I  do  on  PRODIGY.  I  can  get  sports  scores 
even  while  games  are  being  played,  as 
well  as  stories  and  stats  on  my  favorite 
teams.  If  there's  no  time  to  go  shop- 
ping, no  problem.  PRODIGY  has 
shopping  suggestions  and  product 
reviews.  And  I  can  order  items  like  elec- 
tronics, gifts,  and  clothing  almost  any 
time  from  dozens  of  online  retailers. 

"You  gotta  get  this  thing." 

The  PRODIGY  service,  connected  to  your 
computer  and  phone  line,  has  hundreds 
of  features  and  services.  And  it's  just 

$12.95  a  month, 
including  30  person- 
al messages.  What- 
ever interests  you, 
PRODIGY  makes  it 
more  interesting. 

PRODIGY  is  available  for  IBM®or  compatible,  and 
Macintosh®  computers.  Call  1-800-776-3693,  ext.  221, 
to  find  out  where  you  can  purchase  a  PRODIGY 
Service  Start-up  Kit  now.  Or  look  for  PRODIGY 
already  included  with  many  popular  computers. 


Soviet  workers 


A  worker  in  a  coal  mine  office 

in  the  Ukraine 

In  two  years, 

10  million  state 

employees  will 

have  moved 

to  the  private  sector. 


rubles,  vodka  can  buy  everything,  so  I 
promised  the  bulldozer  driver  that  he 
would  be  paid  for  his  work  with  three 
bottles  of  vodka. 

But  I  was  young  then  and  made  a 
terrible  mistake — I  gave  vodka  to  the 
driver  when  he  started  work.  So  when 
I  came  at  2  in  the  morning  to  see  what 
he  had  done,  the  first  bottle  was  done 
indeed,  and  the  driver  was  lovingly 
opening  the  second  one. 

Next  time  I  knew  better.  Work  first, 
vodka  later. 

Does  this  mean  that  Russians  are 
bad  workers,  and  that  they  drink  too 
much?  In  the  U.S.S.R.  private  agri- 
cultural lots  are  tiny;  they  constitute 
only  3%  of  arable  land.  However, 
these  tiny  plots  yield  30%  of  all  the 
country's  meat  and  milk  production, 
60%  of  potato  crops.  People  work 
when  they  get  paid  properly. 

Since  1989  the  Chinese  have  leased 
a  lot  of  land  in  Kirgizia.  The  local 
Soviet  collective  has  a  crop  of  23  tons 
of  tomatoes  per  hectare.  The  Chinese 
get  1,000  tons! 

Of  course,  the  American  seeds  that 
the  Chinese  use  play  their  role.  The 
seeds  of  the  American  management 
system,  implanted  into  the  Russian 
soil,  will  yield  good  crops,  as  well.  The 
Soviet  Union  has  everything  it  needs 
to  improve  its  standard  of  living.  Ev- 
erything, that  is,  except  for  proper 
management. 

Seventy-five  percent  of  the  most 
important  natural  resources  sit  to  the 
east  of  the  Ural  mountains — in  Sibe- 
ria and  in  the  Far  East.  The  regions 
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suffer  from  significant  labor  short- 
ages. A  free  market  economy  would 
offer  financial  incentives  to  attract 
workers  where  they  are  needed  and 
would  offer  them  goods  and  services 
to  spend  their  wages  on. 

The  mismanagement  and  waste  of 
resources  under  the  old  regime  were 
almost  incredible.  In  the  late  1960s 
the  bureaucrats  decided  to  introduce 
the  Asian  Tadzhiks,  who  knew  only 
cattle  breeding  and  trade,  to  heavy 
industry.  It  took  20  years  and  a  vast 
fortune  to  build  an  aluminum  plant  in 
Tadzhikistan.  Three  hundred  Tad- 
zhiks were  sent  to  the  Krasnoyarsk 
aluminum  plant  in  Siberia,  the  second 
biggest  in  the  world,  to  study  for  nine 
months.  When  the  brand-new  spe- 
cialists in  metallurgy  returned  home, 
only  a  dozen  of  them  went  to  work  at 
the  plant.  The  rest  of  the  Tadzhiks 
went  back  to  what  they  knew  best — 
cattle  herding. 

Or  take  what  happened  to  the  no- 
madic Siberian  nationalities,  cattle- 
breeding  ethnic  groups  in  Hakassia 
and  Tuva.  Soviet  power  forced  them 
to  be  settled  in  towns.  Their  children 
were  taken  to  the  city  orphanages, 
where  both  urban  and  rural  lifestyles 
became  alien  to  them.  They  found 
refuge  in  vodka. 

Using  politics  rather  than  cconom 
ies  to  dictate  resource  allocation,  the 
Kremlin  wasted  billions  of  dollars  and 
ruined  lives.  Uzbekistan,  for  example, 
has  30%  unemployment  and  constant 
water  shortages.  Moscow  created 
chemical  plants  in  Uzbekistan  that  do 


not  need  a  lot  of  people  but  demand  a 
lot  of  water. 

These  things  happen  when  you 
substitute  central  command  planning 
for  the  free  market. 

At  the  same  time,  plants  assembling 
agricultural  combines,  refrigerators 
and  TV  sets  were  established  in  Siberia, 
where  there  weren't  enough  workers 
to  man  the  plants. 

You  don't  undo  a  mess  like  this 
without  creating  new  hardships  and 
new  problems.  The  sprouts  of  new 
growth  first  poke  through  the  old 
asphalt.  The  millions  of  unnecessary 
jobs  started  to  shrink. 

State  companies  newly  leased  by 
the  workers  usually  begin  by  eliminat- 
ing unnecessary  jobs.  A  better  system 
evolves  only  slowly.  During  the  past 
two  years  more  than  3.5  million  peo 
pie  have  deserted  the  state  enterprises 
to  go  and  work  for  cooperatives.  By 
my  estimates,  by  1993,  8  million  to 
10  million  others  will  join  them  as  a 
semicapitalist  economy  grows  up 
alongside  the  socialist  one.  By  1996 
the  private  sector  will  employ  20 
million. 

Don't  be  confused  by  the  fact  that 
the  Kremlin  fust  moves  tow  an!  freer 
markets,  then  pulls  back.  Such  ebbs 
and  Hows  are  inevitable,  but  they 
cannot  salvage  the  old  system.  Social 
ism  is  dying  in  the  Soviet  Union.  The 
nation  is  irrevocably,  if  hesitantly,  em 
barked  on  the  road  to  capitalism  -u^\ 
economic  freedom.  Progress  is  slow, 
but  the  Kremlin  cannot  turn  back  the 
clock.  ■ 
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don't  follow  in  anyone's  footsteps. 


Dusk  at  The  Westin  Kauai,  Kauai  Lagoons.  To  leave  your  mark  at  one  of  our  breathtaking  resorts  call  800-228-3000. 

Las  Brisas.  Acapulco  •  Caniino  Real,  ( lane  un  •  TheWestin  Resort.  Hilton  Head  Island  •  Camino  Real.Ixtapa 

1  In- West  in  Maui.  Kaanapali  Beach  •  The  Westin  Kauai,  Kauai  Lagoons  •  LasHadas.Manzanillo  •  Caniino  Real,  Mazatlan 

I  he  Westin  La  Paloma,  Tucson  •  Arizona  Biltmore,  Phoenix  •  Walt  Disney  World  Swan,  Orlando  •  Camino  Real,  Puerto  Vail  art  a 

I  lie  Weslin  Mission  Hills  Resort.  Rancho  Mirage  (Fall  1991 )  •  The  Westin  Resort, Naples. FL  ( 1993)  •  TheWestin  Resort, Vail 


Shareholders  will  almost  certainly  fare  better  at 
Occidental  Petroleum  with  Armand  Hammer  gone.  Buta 
lot  of  color  fades  from  the  American  business  scene. 

The  high  cost 
of  Hammer 


By  James  Cook 

Armand  Hammer  had  difficulty  sepa- 
rating his  private  interests  from  those 
of  the  giant  oil  company  he'd  created. 
Whenever  Hammer  got  interested  in 
oil  shale  or  art  or  hybrid  seed  technol- 
ogy, the  Soviet  Union  or  China,  Occi- 
dental Petroleum  Corp.  got  interest- 
ed, too,  even  if  any  chance  of  a  return 
on  its  money  seemed  remote.  And 
who  would  question  himr  By  follow- 
ing his  own  idiosyncratic  instincts, 
Hammer  in  a  little  over  30  years  built 
out  of  virtually  nothing  a  world-class 
industrial  enterprise. 

Good  causes,  as  Hammer  inter- 
preted the  phrase,  were  prominent  on 
Oxy's  list.  The  centerpiece  of  the 
Hammer  pro  bono  activities  is  the 
Armand  Hammer  Museum  of  Art  and 
Cultural  Center  in  Los  Angeles.  De- 
signed to  house  the  various  art  collec- 
tions Hammer  had  assembled  over 
the  years,  the  museum  cost  Oxy  near- 
ly SI 00  million  by  the  time  it  opened 
last  November.  In  1989  alone  Oxy 
kicked  in  to  the  museum  more  than 
S 1  million  in  art  that  had  always  been 
exhibited  as  part  of  the  Hammer  col- 
lections, and  absorbed  SI  .4  million  in 
expenses  for  the  collection  and  the 
museum. 

Built  on  Occidental  land  adjacent 
to  Oxy's  Los  Angeles  headquarters, 
the  museum  spills  over  into  the  bot- 
tom four  floors  of  the  headquarters 
building.  Though  the  museum  takes 
care  of  its  own  operating  costs,  it 
occupies  its  quarters  under  a  30-year 
lease  from  Occidental,  free  of  rent, 
property  taxes  or  common  area  costs 
Occidental  refuses  to  estimate  how 
much,  but  these  costs  will  easily  run 
into  the  millions,  never  mind  any 
forgone  rentals.  And  that's  just  for 
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now.  When  the  lease  expires  in  2020, 
the  museum  is  entitled  to  buy  the  land 
on  which  both  the  museum  and  the 
headquarters  are  situated  for  S55  mil- 
lion and  lease  it  back  to  Oxy. 

Oxy  laid  all  this  out  in  painstaking 
and  tedious  detail  in  the  proxy  state- 
ment it  recendy  sent  to  its  sharehold- 
ers. Even  in  death,  Hammer  contin- 
ues to  cost  Oxy  shareholders  big- 
time  money. 

Under  its  compensation  agreement 
with  Hammer,  ending  in  1998,  Oxy 
was  obligated  to  pay  the  Armand 
Hammer  Foundation  a  lump  sum 
based  on  the  S2.3  million  Hammer 
earned  in  the  year  prior  to  his  death — 
SI 8  million  altogether.  It  paid  S4.6 
million  from  life  insurance  to  the  Ar- 
mand Hammer  Living  Trust,  and  it 
advanced  $937,000  to  defend  Ham- 
mer against  a  lawsuit  mounted  by  his 
wife's  estate  alleging  that  Hammer 
had  misled  his  wife  into  relinquishing 
a  S300  million  interest  in  some  of 
their  community  property. 

All  the  arrangements  for  the  muse- 
um were  authorized  by  a  special  com- 
mittee, handpicked  by  Occidental's 
board.  Aware  that  some  of  the  ar- 
rangements could  hardly  have  been 
made  at  more  than  arm's  length  by 
the  company,  lawyers  have  launched 
stockholder  suits  against  Occidental 
and  many  of  its  directors.  But  the  Oxy 
board — paid,  of  course,  by  the  com- 
pany— argued  that  the  goodwill  the 
art  collection  brought  justified  the 
expense. 

Toward  laying  these  lawsuits  to 
rest,  Oxy  has  agreed  to  put  Occiden- 
tal's name  on  the  facility  housing  the 
museum — the  Occidental  Petroleum 
Cultural  Center  Building.  Oxy  will 


Occidental's  late  chairman, 
Armand  Hammer 
Art  for  whose  sake? 


also  limit  the  amount  that  can  be  paid 
to  various  Hammer  charities  for  three 
years  after  Hammer's  death  to  1.33% 
of  the  total  cash  dividends  paid  in  the 
previous  year — $9.6  million  this  year, 
less  than  half  that  in  1992,  based  on 
the  60%  dividend  decline  reported  in 
the  first  quarter. 

But  with  Hammer's  death,  such 
limitations  now  look  pretty  academic. 
Under  Hammer's  successor,  Ray 
Irani,  the  company  has  canceled  pub- 
lication of  a  sequel  to  Hammer's  1987 
"autobiography";  costs  for  the  sequel 
had  already  topped  $200,000.  And 
though  the  museum  needs  more 
money  to  complete  its  auditorium, 
restaurant  and  library,  it's  doubtful 
any  more  will  be  forthcoming — not 
any  more  than  is  absolutely  required 
from  Occidental  anyway.  And  what 
impact  the  community  property  suit 
against  Hammer,  the  foundation,  the 
museum  and  Occidental  might  have 
on  the  art  collection  is  at  this  point 
anybody's  guess. 

Since  Hammer's  death,  Irani  has 
announced  plans  to  cleave  off  Occi- 
dental's interest  in  such  Hammer  fa- 
vorites as  Chinese  coal  and  Russian 
petrochemicals,  Black  Angus  cattle 
and  Arabian  horses. 

The  future  Occidental  may  be  a 
more  businesslike  operation  but, 
clearly,  one  of  the  last  of  the  old  time 
swashbucklers  has  departed  the 
American  scene. 

In  the  1990  annual  report,  the 
name  of  Oxy's  only  begetter  appears 

just  once    on  the  back  oi  the  cover 
page,  in  type  little  larger  than  this: 
In  Memoriam 

Dr.  Armand  I  lammcr 

1898  1990  wm 
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PLEASE  BUCKLE  UP  fOR  SECURITY    t  1991  RANGE  Rl    ,  AMERICA,  INC 


The  Range  Rover  Hunter.  Let  your  friends  drool  over  it. 
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hen  we  built  the  Range  Rover 
Hunter,  we  Ituilt  it  with  one  road  in  mind. 

Off-road. 

It's  equipped,  as  a  result,  to  excel  in 
places  where  pavement,  concrete,  and 
asphalt  turn  to  rock,  mud,  and  snow. 

At  the  heart  is  Range  Rover's  powerful 
V-8  engine,  fully-articulated  suspension, 
and  permanent  four-wheel  drive. 

It  comes  with  textured  fabric  uphol- 
stery to  keep  you  from  sliding  around  in 


your  seat.  Regardless  of  how  vicious  the 
terrain. 

There's  a  stowage  net,  door-mounted 
puddle  lamps,  and  a  myriad  of  other 


| 


* 


»cy. 


RANGE  ROVER 


useful  features. 

Even  a  dog  guard  for  those  special 
friends  who  behave,  well,  like  animals. 

To  see  the  Hunter,  simplv  call 
1-800  FINE  4WD  for  the  name  of  a 
Range  Rover  dealer  near  you. 

At  around  836,500,  the  Hunter 
fetches  somewhat  less  than  other  Range 
Rovers. 

That,  however,  is  something  your 
friends  needn't  ever  know. 


Fleeing  the  tyranny  of  Soviet  socialism, 
Jewish  immigrants  to  Israel  are  meeting 
another  face  of  the  old  enemy. 

Shalom, 
comrade 


By  Matthew  Schifirin 

There  is  understandable  joy  over  the 
flood  of  Soviet  Jews  released  from 
communist  persecution  and  now  al- 
lowed to  immigrate  to  Israel.  Nearly 
200,000  arrived  last  year,  maybe 
200,000  more  this  year.  But  there's 
also  despair  that  the  vast  majority  of 
them  cannot  find  work,  and  certainly 
not  work  that  matches  their  Soviet 
education  and  qualifications. 

The  trauma  for  the  new  arrivals 
doesn't  hit  home  for  a  while,  because 
of  the  munificent  deal  given  by  the 
Israeli  government.  A  family  of  four 
gets  a  stipend  of  $800  a  month.  But 
the  deal  runs  out  after  a  year.  The 
result  is  that  the  subsidy  for  new 
immigrants  has  distorted  the  housing 
market,  pricing  lower- paid  Israeli  citi- 
zens out  of  the  limited  amount  of 
affordable  housing.  But  after  a  year, 
out,  too,  go  the  now  unsubsidized 
immigrants  in  favor  of  new  ones,  gov- 
ernment rent  checks  in  hand. 

Israeli  newspapers  have  been  full  of 
pictures  of  ex -Soviets  being  evicted 
from  their  apartments  and  lining  up 
for  handouts  of  food  or  sifting 
through  garbage.  Meanwhile,  in  lur- 
ing many  of  them  out  into  settlements 
in  the  West  Bank,  Housing  Minister 
Ariel  Sharon  and  his  fellow  hawks 
seem  to  be  using  the  new  immigrants 
as  pawns  in  a  political  game. 

Is  Israel  botching  a  great  opportu- 
nity? It  may  well  be. 

An  immigrant  flow  of  the  quality  of 
the  Soviet  Jews  should  give  a  sharp 
boost  to  Israel's  inefficient  economy. 
But  it  has  not  yet  done  so.  On  a  per 
capita  basis  real  income  fell  by  1%  in 
1990  and  gross  domestic  product  ex- 
perienced no  growth.  Although  infla- 
tion has  steadied  at  about  20%  annual- 


ly, unemployment,  without  counting 
the  newly  arrived  Soviet  Jews,  is  stuck 
at  nearly  10%. 

Israel's  well-educated  and  trained 
population  is  getting  further  enrich- 
ment from  the  Soviet  immigrants. 
Over  54%  of  the  220,000  or  so  Soviet 
Jews  who  have  arrived  so  far  have 
Soviet  professional  qualifications. 
That  includes  around  30,000  engi- 
neers, 7,000  doctors  and  dentists, 
5,300  nurses,  15,000  technicians  and 
7,000  musicians,  artists  and  writers 
(see  box,  p.  108). 

But  they  can't  find  appropriate 
work.  As  a  result,  the  Israeli  govern- 
ment admits,  some  ex-Soviets  are  al- 
ready applying  for  exit  visas  to  places 
like  Germany,  Canada,  South  Africa, 
Australia  and  the  U.S.  Some  have 
even  petitioned  to  be  sent  back  to  the 
Soviet  Union. 

In  a  genuinely  free  economy,  busi- 
ness would  be  quick  to  capitalize  on 
such  a  labor  force.  But  the  Israeli 
economy  is  heavily  insulated  from 
ordinary  market  forces  by  a  formida- 
ble socialist  tradition  that  goes  back  to 
the  earliest  days  of  Zionism. 

Almost  as  powerful  as  the  govern- 
ment itself  and  certainly  far  more  than 
any  private  company  is  Israel's  mono- 
lithic labor  union,  the  Histadrut. 
Thanks  largely  to  the  Histadrut's 
power,  only  about  half  of  an  average 
Israeli's  actual  compensation  is  relat- 
ed to  productivity.  Much  of  the  pay 
goes  for  things  like  clothing  and  travel 
allowances  and  other  perks. 

From  mid- 1985  through  mid- 
1990  real  wages  rose  30%  faster  than 
the  rate  of  inflation.  Even  so,  the 
Histadrut  has  turned  Israel  into  one 
of   the    world's    most    strike -prone 


countries.  A  general  strike  called  last 
June,  for  example,  idled  800,000 
workers  and  reportedly  cost  business 
$100  million. 

Nor  are  strikes,  high  wages  and 
featherbedding  Histadrut's  only  levy 
on  the  Israeli  economy.  Histadrut 
controls  a  vast  business  empire,  in- 
cluding Koor  Industries,  Israel's  larg- 
est industrial  conglomerate,  and  the 
kibbutzim.  Most  of  Histadrut's  hold- 
ings are  near  bankrupt  and  would  be 
without  government  support. 

"But  if  Israel  is  getting  a  large 
increase  in  the  labor  supply  every 
night  at  the  airport,  shouldn't  wages 
go  down?"  asks  Howard  Cohen, 
president  of  a  group  that  promotes 
American  business  in  Israel.  Instead, 
wages  rise  steadily. 

Why  can't  the  government  tnobi 
lizc  its  economy  and  bring  the  I  Iist.i 
drut  under  control?  Part  of  the  prob- 
lem is  Israel's  fragile  coalition  govern- 
ment and  factionalized  parliamentary 
system.  Every  decision  becomes  polil 
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icized,  and  few  politicians  dare  risk 
Histadrut's  ire. 

In  order  to  pay  for  all  the  goodies 
that  politicians  decree,  everything  is 
taxed.  Israel  is  a  country  where,  in 
some  areas,  the  bureaucracy  has  gone 
insanely  rampant.  Ironically,  doing 
business  is  often  more  difficult  for 
natives  than  for  foreign  investors.  An 
Israeli  who  wants  to  open  a  restau- 
rant, for  example,  has  to  apply  for  a 
slew  of  licenses  at  different  bureaus. 
Even  posting  signs  requires  a  separate 
permit.  Each  permit  takes  months, 
and  they  all  depend  on  each  other. 

There  are  free-trade  agreements 
with  both  the  U.S.  and  the  EC.  But  on 
some  products  nontariff  barriers 
make  it  practically  impossible  to  take 
advantage  of  them.  Automobiles,  for 
example,  bear  a  100%  to  180%  pur- 
chase tax.  So  an  American-made 
Honda  Accord  costs  around  $40,000 
and  a  Pontiac  Bonneville  around 
$65,000. 

Try  to  import  tea  bags  or  mayon- 


naise, for  example,  and  the  Israeli  civil 
service  demands  that  the  packaging 
be  changed  to  unusual  local  quanti- 
ties. And  foreign  exchange  is  still  gov- 
ernment controlled. 

To  reduce  the  state's  burden  on  the 
economy,  Israel  proposed  privatizing 
large  numbers  of  companies.  Begin- 
ning in  1987  the  government  hired 
U.S.  investment  banks  to  help  sell  off 
the  largest  25  of  160  state -owned 
companies  and  5  of  Israel's  big  banks. 
Included  in  the  plan  were  such  big 
monopolies  as  Israel  Chemicals,  El  Al, 
Bezeq,  Zim  Shipping  and  big  banks 
such  as  Bank  Hapoalim  and  Bank 
Leumi.  The  sales  were  expected  to 
bring  in  at  least  $5  billion  in  a  five-year 
period. 

To  date,  not  one  bank  has  been 
sold  and  only  9  of  the  medium-size 
companies  of  the  list  of  25.  And  in  5  of 
these  cases,  the  government  retained 
a  majority  equity  stake.  Total  pro- 
ceeds: $428  million.  The  biggest 
problems  here,  too,  are  political  in- 


Soviet  immigrants  scavenging  for  food 
Off  the  dole  and  into  the  streets. 


fighting  and  overwhelming  bureau- 
cracy. According  to  an  Israeli  invest- 
ment bank,  Giza  Ltd.,  over  a  dozen 
ministries  or  interested  institutions 
must  be  satisfied  before  a  company 
can  be  privatized.  This  may  explain 
why  only  one  bidder  remains  after 
Merrill  Lynch  received  more  than  100 
inquiries  from  individuals  and  institu- 
tions who  were  interested  in  buying 
the  $16  billion  (assets)  idb  Bankhold- 
ing  Corp. 

When  it  came  to  creating  jobs  for 
the  flood  of  immigrants,  different 
parts  of  the  government  came  up  with 
no  fewer  than  1 1  proposals.  Only  one 
passed,  and  it  has  succeeded  only  in 
raising  taxes  and  increasing  the  gov- 
ernment's role  in  the  economy.  "Cre- 
ating half  a  million  jobs  will  not  come 
naturally.  You  have  to  make  state 
guarantees  [meaning  handouts]  to 
create  conditions  for  investments," 
says  Moshe  Nissim,  Likud's  minister 
of  industry  and  trade,  author  of  this 
measure.  In  a  world  where  socialism 
and  centralized  government  planning 
have  been  widely  discredited,  people 
like  Nissim  still  live  in  the  1960s. 

What  Israel  needs,  and  quickly,  to 
make  use  of  these  immigrants  is  more 
foreign  investment.  In  fact,  Israel's 
generous  new  capital  investment  law 
promises  to  eliminate  bureaucracy, 
cut  taxes  drastically  and  offer  a  slew  of 
grants  and  guarantees.  There  have 
been  promising  starts.  A  few  foreign 
companies,  especially  U.S.  ones,  are 
grabbing  the  chance  to  get  a  trained 
and  intelligent  labor  force.  In  Israel's 
"Silicon  Valley,"  situated  chiefly  in 
the  Haifa  area,  foreign  technology 
companies  are  establishing  or  expand- 
ing bases.  Intel,  wh;ch  has  $270  mil- 
lion in  manufacturing  and  design  fa- 
cilities there,  recently  added  some  20 
new  immigrant  engineers  to  its 
1 ,000 -person  work  force.  Companies 
like  National  Semiconductor,  Motor- 
ola and  Digital  Equipment  have  been 
taking  on  qualified  Soviet  immi- 
grants, ibm  and  Intel  have  r&d  centers 
in  Haifa,  home  of  Israel's  most  presti- 
gious technology-oriented  university, 
Technion,  and  are  increasingly  hiring 
Soviet  emigres. 

Even  the  garment  trade  has  joined 
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Felix  Zandman  of  Vishay  Intertechnology 
Government  perks  make  it  worthwhile. 

in.  The  Limited — which  formed  a 
manufacturing  joint  venture  in  Israel 
in  1986  and  employs  1,200  work- 
ers— is  adding  a  new  facility  that  will 
employ  at  least  300  immigrants. 

Smaller  U.S.  companies  are  bene- 
fiting, too.  Vishay  Intertechnology 
(1990  revenues,  $450  million),  a 
Malvern,  Pa. -based  maker  of  resistors 
and  high-tech  measurement  devices, 
employs  800  workers  in  Israel  and 
recendy  hired  125  ex-Soviets,  mosriy 
for  technical  positions.  The  company 
plans  to  employ  another  100  Soviet 
immigrants  in  1991. 

Vishay  says  its  plant  in  Holon  gets 
38%  government  grants  on  new  in- 


vestments in  plants  and  equipment 
and  50%  on  its  r&d  spending.  The  5% 
cost  of  foreign  exchange  insurance  is 
reimbursed,  and  the  government  pays 
half  the  cost  of  hiring  new  workers  for 
the  first  six  months. 

Because  of  these  handouts  and  the 
fact  that  the  corporate  tax  is  no  more 
than  10%,  Israel  is  more  profitable  to 
operate  in  than  most  of  Europe,  says 
Felix  Zandman,  Vishay's  chairman. 
Still,  net  foreign  investment  in  Israel 
has  been  averaging  a  paltry  $150  mil- 
lion over  the  last  several  years.  Many 
blame  the  Arab  boycott,  which 
threatens  companies  doing  business 
with  Israel.  That's  one  reason  there 
are  so  few  Japanese  and  Korean  com- 
panies in  Israel. 

But  even  if  the  boycott  were  lifted, 
Israel's  hobbled  economic  system  is 
still  a  long-term  deterrent  to  investors 
because  it  hampers  rather  than  en- 
courages private  initiative.  The  simple 
fact — and  to  many  Israelis  the  shame- 
ful fact — is  that  Israel  is  kept  afloat  by 
foreign  charity.  "What  the  system 
here  does  best  is  invest  every  spare 
minute  in  getting  millions  from  the 
U.S.  government  or  from  the  United 
Jewish  Appeal  or  wealthy  Jews,"  says 
Alvin  Rabushka,  a  senior  fellow  at 
the  Institute  for  Advanced  Strategic 
and  Political  Studies  in  Jerusalem. 


Such  political  maneuvering  fails  to 
address  the  underlying  problems  in 
Israel's  economy,  explains  a  disgusted 
Rabushka. 

Americans  contributed  about  $1.2 
billion  to  the  uja  last  year,  including 
over  $500  million  targeted  specifical- 
ly for  Soviet  absorption.  Another 
$766  million  was  invested  by  Israel's 
supporters  worldwide  in  State  of  Isra- 
el bonds,  which  pay  below-market 
rates.  The  U.S  government  gave  $3 
billion  in  direct  aid  plus  $400  million 
in  housing  loan  guarantees.  Add  it  all 
up  and,  Rabushka  says,  these  grants, 
gifts  and  cheap  loans  contributed  an 
amount  equal  to  12%  of  Israel's  gross 
national  product  last  year — about 
$  1 ,500  for  each  Israeli.  Some  day  that 
huge  amount  will  have  to  be  replaced 
by  genuine  export  earnings.  But  that 
looks  impossible  unless  Israel  adopts  a 
true  market  economy  and  accepts  the 
temporary  pain  involved. 

The  best  course  of  action  for  real 
friends  of  Israel  might  be  to  speak  up, 
instead  of  meekly  coughing  up.  If 
American  supporters  of  Israel  really 
want  it  to  become  independent  so 
that  it  can  absorb  new  immigrants, 
they  should  demand  reform.  Israel 
has  won  the  military  war  for  indepen- 
dence. It  has  not  yet  won  the  eco- 
nomic war.  M 


A  symphony 
in  every  town 


Soviet  immigrant  musicians  rehearsing 
Orchestra  for  hire? 


Even  if  there  were  a  sym- 
phony in  every  town  in  Isra- 
el, there  still  wouldn't  be 
f  enough  jobs  for  the  Soviet 
f  musicians  who  have 
1  poured  into  the  country 
since  1989. 

The  prestigious  Israel 
Philharmonic,  headed  by 
Zubin  Mehta,  has  hired 
about  20  Soviet  immigrant 
musicians,  and  every  oth- 
er big-city  orchestra  in  Isra- 
el has  taken  on  at  least  as 
many.  Technion  University 
recently  added  an  immi- 
grant orchestra  to  its  regu 
lar  orchestra.  A  fundrais- 
ing  tour  in  France  resulted 
in  a  recording  deal,  which 
should  produce  some  rcve 
nue  for  the  otherwise  un- 
paid players. 

According  to  Tech- 


nion's  director  of  music, 
Dalia  Adas,  the  Russians 
are  highly  skilled  but,  un- 
like Western  musicians, 
are  not  accustomed  to 
sight-reading  music.  The 
Russians  use  repetitive 
practicing  to  learn  new 
arrangements.  "In  the 
West,  time  is  money,  and 
if  you  can't  sight-read,  you 
could  be  the  best  violinist 
and  not  get  the  job,"  she- 
says.  So  they  are  being 
taught  how,  fast. 

Many  immigrant  musi 
cians  will  be  forced  into 
nonmusic  jobs,  and  main 
will  not  find  jobs  in  Israel  at 
all.  Recently  South  Alii 
ca's  Cape  Town  Symphony 
recruited  violinists  from 
among  the  new 
immigrants.  -M.S.M 
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Even  today 
there  are  banks 


that  can  talk  about 


19.90% 


financial  strength. 

Total  Risk-Weighted  Capital  Ratios  at  December  31, 1990 
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Strongest  of  the  strong. 
The  ratio  of  capital  to 
risk-weighted  assets  is 
a  key  measure  of  a 
bankfs  strength  and 
safety.  The  higher  the 
ratio  the  greater  the 
strength. 

"The  most  secure..." 

Even  in  these  uncertain  economic 
times,  Republic  New  York  more 
than  meets  the  test  for  financial 
strength  and  stability.  And  remains, 
says  Oppenheimer  &  Co.  Inc.,  "one 
of  the  most  secure  banks,  if  not 
the  most  secure  bank  in  the  U.S." 
With  a  balance  sheet,  reports  Bear 


Stearns,  that  is  "the  strongest  of 
any  major  bank  in  the  U.S."  "Based 
on  safety  alone,"  notes  Shearson 
Lehman  Brothers  Inc.,  "no  bank 
can  touch  Republic  New  York." 

No.l  priority:  Protect 
depositors'  funds. 

Republic's  enduring  strength  lies  in 
a  risk-averse  banking  philosophy 
that  has  not  changed  since  our 
founding.  That  is,  to  protect 
depositors'  funds  in  every  kind  of 
economic  environment.  Our 
clients  know  this.  It's  a  key  reason 
they  bank  with  us— and  stay  with 
us.  They  appreciate  the  fact,  too, 
that  we  always  maintain  an 
outstanding  capital  base,  high 
liquidity,  and  superior  asset  quality. 


We'd  like  you  to  know  more. 

A  good  way  to  start  is  to  write  for 
our  latest  Quarterly  Report  to: 
Information  Center,  Republic 
National  Bank  of  New  York,  Fifth 
Avenue  at  40th  Street,  New  York, 
NY  10018.  Or  call  (212)  221-6056. 
Outside  New  York  City 
(800)522-5214. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


ASAFRABANK 
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Foreign  students  crowd  our  schools  for  advanced 
scientific  and  engineering  education.  This  could  be 
a  great  thing  for  American  economic  competitiveness 
at  a  time  when  we  need  every  advantage  we  can  get. 

Train 'em  here, 
keep  'em  here 


By  Susan  Lee 

Nerds,  geeks,  wonks — or  skilled  cre- 
ators of  knowledge.  Whatever  you  call 
them,  these  scientists,  mathemati- 
cians and  engineers  are  a  resource  as 
valuable  as  gold,  oil  or  water,  maybe 
even  more  valuable  in  the  new  knowl- 
edge-based economy.  Without  a 
steady  stream  of  these  people,  the 


U.S.  would  quickly  lose  its  place  on 
the  cutting  edge  of  technology  and 
kiss  good-bye  the  productivity  that 
generates  economic  growth. 

We  aren't  home-growing  enough 
knowledge  workers.  Poor  science  and 
math  education  at  the  primary  and 
secondary  level,  a  bad  image  of  scien- 


tists and  engineers  and  sheer  laziness 
has  meant  that  fewer  and  fewer  Amer- 
icans are  going  into  these  critical  but 
demanding  fields. 

The  dearth  can  be  seen  in  graduate 
school  enrollments.  In  1989  over  half 
the  doctorates  granted  here  in  engi- 
neering went  to  foreigners,  as  did 
almost  half  those  granted  in  math  and 
computer  science.  And  the  number  of 
Americans  in  these  fields  continues  to 
diminish.  At  Carnegie-Mellon  Uni- 
versity, for  instance,  about  60%  of  the 
graduate  students  in  science  and  engi- 
neering are  foreign,  mosdy  Indian 
and  Chinese. 

Don't  get  mad  at  foreigners  who 
increasingly  crowd  our  top  graduate 
schools  in  engineering  and  science. 
William  Carroll  of  the  nafsa:  Associa- 
tion of  International  Educators  ex- 
plains: "Foreign  students  are  not  tak- 
ing away  slots  from  Americans;  they 
are  filling  slots  that  are  going  empty." 

In  some  esoteric  fields  like  nonlin- 
ear optics  and  laser  technologies, 
which  are  critical  to  our  international 


Inside  a  lab  at  Texas  Instruments 

"If  we  really  want  a  person,  we  would  make  a  position  for  them." 
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competitiveness,  U.S.  companies 
have  come  to  depend  upon  foreign  - 
born  engineers.  At  Texas  Instru- 
ments, for  example,  25%  of  the  Ph.D.s 
in  research  labs  are  foreign-born;  and 
of  1,000  resumes  in  r&d  that  Ti  pro- 
cesses every  year,  only  42%  are  from 
U.S.  citizens.  It's  about  the  same  at 
IBM,  where,  of  Ph.D.s  hired  in  r&d  in 
recent  years,  35%  required  help  with 
visa  conversions. 

Ditto  for  Bell  Labs.  Kumar  Patel, 
an  executive  director  of  research,  says, 
"If  you  walk  down  the  corridor  here, 
every  second  or  third  person  might 
not  be  born  in  this  country.  Of 
Ph.D.s,  20%  to  25%  out  of  4,000  are 
foreign-born.  In  just  the  research 
area,  about  40%  are  foreign- born." 
(Patel  is  an  Indian -born  U.S.  citizen 
who  got  his  degree  at  Stanford.) 

Even  with  these  imports,  there  are 
already  spot  shortages  in  some  fields, 
and  the  shortages  will  probably  get 
worse.  A  National  Science  Founda- 
tion report  on  the  future  scarcities  of 
scientists  and  engineers  put  it  this 
way:  "[Annual]  replacement  demand 
for  faculty  will  increase  from  2,900  to 
5,700  in  2006.  Demand  in  industry  is 
projected  to  grow  from  3,800  in  1989 


to  7,400;  and  in  academia,  it  is  expect- 
ed to  grow  from  2,800  to  5,000." 

Well,  okay.  As  long  as  we  can  fill  our 
shortages  with  the  foreign-born, 
what's  the  big  deal?  The  hitch  is  the 
phrase  "as  long  as."  Just  as  shortages 
are  appearing,  international  competi- 
tion for  these  cutting- edge  heads  is 
heating  up.  Indeed,  the  shortages  are 
exacriy  in  fields  where  foreign  compa- 
nies or  other  nations  are  doing  well 
and  are  beginning  to  lure  their  engi- 
neering Ph.D.s  back  home.  George 
Borjas  at  the  University  of  California, 
San  Diego,  observes:  "Whether  for- 
eigners go  back  depends  on  what  the 
return  on  their  skills  will  be.  Techno- 
logical changes  in  Korea  and  Taiwan 
have  raised  the  return,  so  many  of 
these  students  are  going  back." 

Take  two  recent  returnees  to  Tai- 
wan. Jyuo-Min  Shyu,  an  engineering 
Ph.D.  from  Berkeley  in  1988,  went 
back  because  he  feels  that  he  has  a 
greater  opportunity  for  career  devel- 
opment in  his  native  country.  Shyu, 
who  now  has  30  people  working  for 
him  in  Taiwan,  admits  that  living 
conditions  in  the  U.S.  are  better. 
"The  air  is  fresher  there."  But,  he 
says,  "there's  more  chance  for  pro- 


motion here." 

Ditto  for  Wenbin  Hsu,  who  re- 
turned to  Taiwan  after  getting  his 
Ph.D.  from  Berkeley.  "I'm  looking 
for  opportunities,  so  wherever  there's 
great  potential  I'll  go  for  it,  be  it  in 
Taiwan  or  the  Soviet  Union,  it 
doesn't  matter,"  he  says.  Hsu  is  in 
charge  of  several  big  research  projects 
at  the  Industrial  Technology  Re- 
search Institute  in  Taiwan,  a  degree  of 
responsibility  he  feels  would  have 
been  longer  in  coming  if  he  had 
stayed  in  the  U.S. 

Decisions  to  return  are  assisted, 
too,  by  some  mighty  aggressive  re- 
cruitment. Taiwan  persuades  some  of 
its  nationals  by  paying  their  airfare 
back,  giving  them  money  and  inter- 
est-free loans.  Taiwanese  companies 
offer  free  housing;  and  the  National 
Taiwan  University  offers  on-the-spot 
tenured,  full  professorships.  The  Tai- 
wanese, whose  labor  is  no  longer 
cheap,  know  that  their  economic  fu- 
ture depends  on  developing  knowl- 
edge-intensive industries. 

Many  Koreans  are  going  home  be- 
cause Korea's  large  companies,  like 
Lucky- Goldstar  and  Sansui,  have 
been  actively  recruiting.  And  private 


1.    The  first  mass-produced, 
mass- marketed  PC 


2.  The  first  portable  PC 

3.  The  first  laptop  PC 

4.  The  first  highly- integrated 
PC  compatible  with 
software  included 


TM 


5.  The  first  Micro  Channel 
compatible  PC 

6.  The  first  handwriting 
recognition  pad 


7.  The  first  PC  mini-towers 

8.  The  first  home 

PC  compatible  with 
integrated  hardware 
and  software 

Micro  Channel/TM  IBM  Corp. 


Immigration 

industry  and  some  government  labs  in 
India  are  trying  to  woo  back  India's 
nationals  in  computer  software  and 
biotechnology.  These  three  national- 
ities are  among  the  largest  groups 
getting  advanced  degrees  in  the  U.S. 

Sri  Lanka,  according  to  Wilfred 
Mendiz,  the  minister  for  science  and 
technology  at  the  Sri  Lankan  embassy 
in  Washington,  is  creating  projects 
with  foreign  investment  and  joint  col- 
laboration to  lure  back  its  nationals. 
Sri  Lanka  is  also  beginning  to  offer 
dual  citizenships.  "It's  now  getting  to 
the  point  of  having  a  global  reservoir 
of  talented  people.  Countries  will 
have  to  look  at  it  in  that  context 
because  nobody  will  have  enough," 
he  says. 

The  bidding  war  has  already  started 
for  the  best  and  the  brightest,  accord- 
ing to  Dorothy  Zinberg  at  Harvard's 
Kennedy  School  of  Government.  Eu- 
ropeans who  study  for  advanced  de- 
grees in  the  U.S.  almost  always  go 
home — and  thus  turn  their  U.S.- 
honed  skills  against  us.  As  part  of  the 
effort  to  forge  the  European  Commu- 
nity by  1992,  the  EC  has  been  harmo- 
nizing degree  equivalencies,  creating 
a  "European  scientist."  Meanwhile, 


Germany  has  been  gathering  in  Brit- 
ish scientists,  and  has  started  to  make 
overtures  to  Americans  as  well. 

Japan  has  a  harder  time  attracting 
foreign  brains  because  of  what  the 
Japanese  politely  term  "cultural  dif- 
ferences." Says  Nai-Chang  Yeh,  who 
teaches  physics  at  California  Institute 
of  Technology  and  is  an  mit  graduate 
from  Taiwan:  "Japan?  No  way  for  a 
foreign  woman!  That  society  is  so 
closed,  forget  it.  It's  even  hard  for 
foreign  males." 

But  that  doesn't  mean  Japan  is  out 
of  the  race.  Businesses  such  as  NEC 
have  started  research  labs  here  to  re- 
cruit Americans  and  others  who 
might  not  appreciate  the  "cultural 
differences"  of  working  in  Japan.  And 
although  these  recruits  are  working  in 
the  U.S.,  there  is  still  a  technology 
transfer  to  Japan.  "The  Japanese  are 
actively  recruiting  top  students  for 
these  centers,  offering  salaries  about 
15%  above  comparable  American  in- 
stitutions like  IBM,"  says  Giovanni 
DeMicheli,  who  teaches  electrical  en- 
gineering at  Stanford  and  is  an  Italian 
with  a  Berkeley  Ph.D.  There  have 
even  been  scattered  incidences  of  Jap- 
anese    companies     hiring — yikes! — 


non- Japanese  in  Japan. 

We  are  entering  an  era  of  global 
competition  for  the  relative  handful 
of  people  who  possess  advanced  sci- 
entific skills. 

The  U.S.  still  enjoys  a  huge  advan- 
tage •  in  the  global  fight  to  attract 
!  brains.  Our  graduate  schools  draw  the 
best  students  from  all  over:  China, 
India,  Japan,  Korea  and  Taiwan.  Sim- 
ply put,  we  have  a  valuable  resource  in 
our  own  backyard.  Our  task  is  to  make 
sure  we  keep  most  of  it  here. 

Currendy,  about  half  of  our  foreign 
graduate  students  leave  each  year. 
Although  the  rate  is  not  a  hemorrhage 
yet,  it  adds  up  over  time.  (What  if  An 
Wang  had  gone  back  to  China  after 
getting  his  Ph.D.  at  Harvard?  Shud- 
der. Indeed,  almost  one-third  of 
American  Nobelists  in  the  sciences 
have  been  foreign-born.)  The  key  is, 
as  John  Fish  of  Texas  Instruments 
says:  "If  we  train  'em  here,  we  ought 
to  keep  'em  here." 

Keeping  them,  of  course,  depends 
crucially  on  our  immigration  policy. 
Here,  we  haven't  been  doing  so  well. 

For  the  past  25  years  immigration 
policy  has  been  dominated  by  family, 
rather     than     economic,     consider- 
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3.    Radio  Shack 
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...more  than 
you  imagined. 


Kumar  Patel, 
an  executive 
director  of 
research 
at  Bell  Labs 
"If  you  walk 
down  the  corridor 
here,  every 
second  or  third 
person  might  not 
be  born  in  this 
country." 


ations.  This  is  clearly  a  mistake.  Ac-  visas  annually,  but  96%  are  given  on 
cording  to  George  Borjas,  the  skills  of  the  basis  of  family  relations  and  only 
immigrants  entering  the  U.S.  have  4%  are  given  based  on  skills  or  demon- 
declined  during  the  past  few  decades,  strated  labor  shortage.  Of  that  4%, 
The  U.S.  grants  500,000  permanent  only  half  the  immigrants  are  really 


skilled  and  educated.  Thus,  the  U.S.  is 
giving  permanent  resident  status  to 
only  11,000  to  12,000  knowledge 
workers  a  year.  By  not  awarding  more 
visas  on  the  basis  of  merit,  we  are 


We're  continually  developing  and  marketing  emerging  technologies.  Our 
GRiD  Systems  is  pioneering  handwriting  recognition.  Victor's  mini-towers 
feature  removable  hard  disk  drives.  And  our  innovative  Tandy  home 
computer  is  the  first  PC  that's  so  easy  to  use,  it  guarantees  success. 
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Immigration 


Huzur  Saran,  computer  scientist  at  the  Indian  Institute  of  Technology 

Encountering  hassles  in  the  U.S.  as  a  "potential  immigrant,"  he  went  back  home. 


taking  in  unskilled  workers,  which  we 
don't  really  need,  instead  of  skilled 
ones,  which  we  do  need. 

The  current  import  of  12,000 
knowledge  workers  is  hardly  enough 
to  satisfy  the  demand  of  academia  and 
business.  And  it  has  generated  a  tre- 
mendous backlog  among  those  want- 
ing to  stay,  with  waiting  periods  of 
two  to  four  years,  to  say  nothing  of 
frustrations. 

The  time  involved  in  visa  conver- 
sions weighs  heavily  on  immigrants. 
While  they  are  waiting  for  their  green 
cards  to  come  through,  sometimes 
they  cannot  leave  the  country.  The 
hitch  is  that  if  an  immigrant  with  an 
HI  visa  goes  home  for  a  visit,  often 
the  State  Department  won't  grant 
him  a  visa  to  return  because  he  is 
viewed  as  a  "potential  immigrant" — 
even  though  everybody  knows  that 
eventually  he  will  achieve  permanent 
residency  and  be  able  to  travel  freely. 

Huzur  Saran,  an  Indian  Ph.D.  in 
computer  science,  went  back  to  India 
to  visit  his  family  every  year  on  his 


student  visa.  If  he  had  stayed  in  the 
U.S.  on  an  HI  visa,  he  would  have 
been  trapped  until  his  green  card 
came  through.  He  didn't  stay.  He 
went  back  to  India. 

Also  tough  for  many  immigrants  is 
that  their  spouses  cannot  work  until 
permanent  residency  is  obtained. 
Tony  Ma,  a  Ph.D.  in  electrical  engi- 
neering from  Hong  Kong,  complains 
that  his  wife  hasn't  been  able  to  work 
for  the  past  few  years.  "That  makes  it 
hard  for  us.  Whether  she  wants  to  be  a 
housewife  or  not,  she's  forced  into  it. 
One  of  the  attractions  for  people  to 
go  home  is  that  at  least  their  wives  can 
work  as  well.  That  makes  a  difference 
in  terms  of  whether  people  want  to 
stay."  He  says  his  wife  is  willing  to 
wait  another  year  until  he  gets  his 
green  card,  but  adds,  "Not  every  wife 
would  do  that." 

Foreign  brains  who  do  not  have 
employers  to  sponsor  them  are  mostly 
out  of  luck.  Period.  Raju  Mohan,  a 
Ph.D.  in  chemistry,  tried  to  get  a  job 
without  a  green  card.  "It  was  hell. 


People  don't  want  to  talk  to  you,  so 
you  are  limited  to  a  few  companies. 
They  don't  want  to  sponsor  you  be- 
cause it  costs  them  money,  and  if  they 
can  find  somebody  who  doesn't  have 
these  problems,  they  will  hire  him." 
(The  cost  of  trying  to  get  a  green  card, 
without  a  sponsor,  can  be  prohibitive- 
ly high— about  $7,000.) 

And  then  there  are  the  hassles  on 
the  business  end.  Any  employer  who 
recruits  a  foreigner  has  to  go  through 
a  song  and  dance  to  certify  that  the 
employer  cannot  identify  a  U.S.  can- 
didate qualified  for  the  job. 

John  Fish,  who  has  done  recruiting 
for  Texas  Instruments  for  12  years, 
says,  "We  have  to  advertise  for  a 
specific  opening  and  show  that  appro 
priate  U.S.  citizens  have  not  applied. 
If  we  really  want  a  person,  we  would 
certainly  make  a  position  for  them. 
But  it's  sort  of  a  circuitous  way  of 
doing  things." 

Occasionally    American     business 
finds  itself  completely  stymied  by  im 
migration  laws.  System  One  Corp., 
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Immigration 


Off 
limits 


ATLEASTl3%ofallU.S. 
scientists  and  engineers,  or 
some  600,000,  work  in 
defense-related  areas  in  in- 
dustry and  government. 
The  total  pool,  however,  is 
increasingly  made  up  of 
foreign  nationals,  who  are 
often  prohibited  from 
doing  defense  work  be- 
cause of  national  security 
concerns. 

Moreover,  Depart- 
ment of  Defense  regula- 
tions may  prevent  the  dis- 
closure of  unpublished 
technical  information  to 
foreign  nationals,  prevent 
two-wav  technical  inter- 


changes, and  insist  that  for- 
eign nationals  without  se- 
curity clearance  be  escorted 
at  all  times  when  in  a  de- 
fense-related workplace. 
Even  though  the  de-  ' 
fense  industry  is  shrinking, 
defense  companies  will 
have  a  lot  of  trouble  replac- 
ing all  those  technical 
people  hired  in  the  1960s 
and  1970s,  now  retiring. 
"It  is  likely  to  get  to  a  point 
where  there  just  aren't 
American  citizens  to  work 
in  the  defense  industry. 
You  worry  about  quality  if 
you're  only  dealing  with  a 
fraction  of  the  manpower 


pool,"  says  Steven  Luka- 
sik,  head  of  technology  de- 
velopment at  trw  Space 
&  Defense  Sector. 

Fortunately,  the  rules 
are  loosening  a  bit.  Lukasik 
says,  "Increasingly,  we 
are  finding  naturalized  citi- 
zens getting  security 
clearances.  You  can  say, 
'Look,  this  is  a  very  im- 
portant person.  I  know 
they  came  from  country 
X,  but  national  security 
benefits  by  granting  this 
individual  clearance.'  The 
security  system  is  not 
deaf,  dumb  and  blind." 

-VlCKl  CONTAVESPI      H 


based  in  Houston,  markets  massively 
complicated  computerized  systems 
for  airline  reservations,  flight  opera- 
tions and  passenger  handling.  There 
aren't  many  workers  worldwide  who 
are  highly  skilled  in  these  systems, 
but,  after  a  search,  System  One  found 
one  in  Switzerland  who  was  willing  to 
relocate  to  the  U.S.  Two  other  em- 
ployers may  have  been  bidding  for 
him — Galileo  and  Amadeus,  both 
European  airline  consortiums.  The 
Immigration  &  Naturalization  Ser- 
vice denied  his  application  for  an  H-l 
visa  on  a  technicality.  System  One 
didn't  appeal. 

Groups  like  the  U.S.  Chamber  of 
Commerce  and  the  National  Associa- 
.  tion  of  Manufacturers,  anxious  to  re- 
solve the  issue  legislatively,  lobbied 
hard  to  produce,  last  year,  the  first 
major  change  in  immigration  policy 
since  1965. 

Harris  Miller  of  the  Business  Immi- 
gration Coalition — 250  individual 
companies  and  business  associations 
formed  to  lobby  for  the  new  immigra- 
tion bill — says,  "We  were  successful 
because  we  refashioned  the  debate 
from  the  jobs  displacement  issue, 
where  we  always  lost,  to  the  competi- 
tive issue." 

Congress  is  beginning  to  catch  on 
to  the  fact  that  immigration  laws  can 
be  used  to  promote  economic  devel- 
opment and  that  immigration  policy 
has  a  direct  impact  on  the  competi- 
tiveness of  the  U.S. 

The  new  immigration  law,  which 


essentially  goes  into  effect  in  October, 
increases  the  number  of  employment- 
related  visas.  Under  the  current  law, 
that  figure  is  about  54,000  visas  a 
year.  With  the  new  law,  it  goes  up  to 
140,000  a  year,  so  40^000  to  45,000 
highly  skilled  people  can  be  taken  as 
immigrants.  No  question  this  law  is 
going  to  be  beneficial  for  companies 
wishing  to  bring  people  in  on  a  per- 
manent basis. 

Unfortunate lv,  the  new  law  im- 
poses  more  red  tape  by  mandating  yet 
another  requirement,  involving  yet 
another  government  agency.  The  nub 
of  the  problem  is  with  the  labor  attes- 
tation requirement.  This  bit  of  red 
tape  says  that,  in  addition  to  the  usual 
processing  by  the  Justice  Department 
and  the  Immigration  Service,  the  em- 
ployer must  file  a  form  with  the  De- 
partment of  Labor  attesting  to  certain 
things;  for  example,  that  the  wage  is 
the  prevailing  one  for  the  occupation, 
that  other  employees  aren't  being 
paid  less  and  that  the  employer  hasn't 
violated  the  immigration  laws.  "The 
labor  attestation  mechanism  involves 
hundreds  of  pages  of  the  most  com- 
plex regulations  imaginable,"  says 
Daryl  Buffenstein  of  the  Immigration 
Lawyers  Association. 

Worse,  it  will  put  the  kibosh  on 
students  because  the  only  way  they 
can  work  in  the  U.S.  is  on  H-l  visas. 
For  the  first  time,  Congress  put  an 
annual  ceiling,  of  65,000,  on  H-l 
visas.  "We  hope  65,000  is  high 
enough,  but  no  one  knows  because 


the  ins  doesn't  keep  count  of  nonper- 
manent  visa  applications,"  says 
Miller. 

Furthermore,  the  backlog  will  get 
bigger  because  the  same  number  of 
bureaucrats  will  be  processing  more 
immigrants.  Pallab  Chatterjee  at  Tex- 
as Instruments  says:  "If  the  new  im- 
migration law  just  opens  up  the  door 
to  more  people,  it's  no  big  deal." 

And  the  new  law  does  nothing 
about  the  hassles.  Employers  must 
establish  that  there  aren't  any  Ameri- 
cans for  a  specific  permanent  post. 

What's  to  be  done?  A  few  people 
have  suggested  attaching  a  green  card 
to  every  advanced  degree  granted  in 
the  U.S.  Julian  Simon,  of  the  Univer- 
sity of  Maryland,  suggests  simply  giv- 
ing permanent  residence  visas  to  for- 
eign students  whose  skills  are  needed 
here.  He  points  out  that  if  foreign 
students  knew  that  they  could  stay, 
more  would  choose  to  come.  And, 
since  a  larger  number  of  students 
requires  a  larger  number  of  profes- 
sors, that,  in  turn,  would  attract  more 
of  the  world's  best  scientists. 

( )ne  can  hear  organized  labor  and  a 
few  professional  associations  shriek 
ing  with  outrage,  bul  the  stakes  in  this 
global  game  arc  high  and  bidders  are 
beginning  to  crowd  the  table.  We've 
got  the  best  scientific  education  in  the 
world,  mu\  we've  got  a  country  where 
a  lot  of  foreigners  would  love  to  live. 
So  why  shouldn't  we  take  advantage 
of  this  to  troll  the  entire  world  for  the 
best  scientific  brains?  ■ 
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oward  Rewarding  Coexistence 


Former  U.S.  ambassador  to  Japan  Mike  Mansfield  has  described 
the  relations  between  the  U.S.  and  Japan  as  "the  world's  most 
important  bilateral  relation  bar  none." 

It  is,  therefore,  with  great  pleasure  that  we  mark  Canon's 
36th  year  in  America. 

From  a  small  office  in  New  York  City  staffed  by  just  five 
people  in  1955,  Canon  USA,  Inc.  has  steadily  grown  into  a 
family  of  companies  with  more  than  8,500  employees  and  an 
extensive  network  of  sales  offices, 
dealers  and  manufacturing  facilities 
spanning  the  whole  of  North  America. 

On  this  occasion,  I  would  like 
to  express  my  deepest  thanks  and 
appreciation  to  our  associates  and 
customers  in  North  America  for  their 
invaluable  support  and  patronage. 
I  would  also  like  to  take  this  op- 
portunity to  explain  briefly  the  basic 
spirit  guiding  the  worldwide  Canon 
family  of  companies. 

Putting  it  simply,  Canon  is  a 
corporation  committed  to  people.  In  our  efforts  to  achieve 
success  as  a  truly  global  corporation,  we  constantly  strive  to 
remain  true  to  our  basic  belief  that  mutually  rewarding  co- 
existence should  be  the  guiding  principle  behind  all  our  actions. 
This  corporate  philosophy  is  the  key  to  all  our  global  activities. 

Our  success  in  North  America  has  been  achieved  by  offering 
reasonably  priced  quality  products  to  our  customers,  contributing 
to  the  communities  that  host  our  operations  and  providing 


Ryuzaburo  Kaku 

Chairman,  Canon  Inc. 

Chairman,  Canon  USA,  Inc. 


our  employees  with  excellent  working  conditions  and  oppor 
tunities  for  self-improvement. 

But  there  is  still  much  to  be  done  as  we  take  steps  to  localize 
our  administration,  research  and  production  systems.  To  be 
a  truly  global  corporation,  we  have  to  set  up  fully  integrated 
operations — from  research  to  parts  acquisition  to  manufactur- 
ing— in  each  of  our  global  markets.  In  addition,  we  need  to 
exert  even  greater  efforts  to  be  a  good  corporate  citizen  making 

significant  contributions  to  the  com- 
munities that  host  our  operations. 

I  am  hopeful  that  the  8,500  men 
and  women  who  make  up  Canon 
in  North  America  will  continue  to 
exercise  our  corporate  philosophy 
of  serving  people.  Canon  is  well  attuned 
to  the  priorities  of  people  throughout 
North  America,  which  enables  us 
to  make  positive  contributions,  both 
socially  and  economically.  Our 
ultimate  goal  is  to  be  able  to  meet 
all  the  requirements  of  the  market 
as  a  fully  integrated  "American"  company  that  would  also  be 
capable  of  exporting  products  and  hence  contributing  to  the 
the  U.S.  export  drive. 

In  this  borderless  world,  no  company  can  hope  to  become 
or  remain  prosperous  on  its  own.  True  prosperity  can  only  be 
attained  through 
mutually  rewarding 
coexistence. 
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Congratulations  to  Canon  on  Its  36th  Anniversary  in  the  U.S.A. 


t  is  a  company  with  an  outward 
reach  to  the  world  as  a  whole. 
It  is  dedicated  to  people  and 
coexistence,  to  the  understanding  of  different 
cultures  and  to  the  betterment  of  life  everywhere. 
In  its  time-proven  philosophy,  it  has  adapted 
itself  to  the  needs  of  communities  and  countries 
where  its  plants  have  been  located,  and  created 


Mike  Mansfield 
Former  U.S.  ambassador  to  Japan 


a  feeling  of  mutual  trust,  understanding  and 
bilateral  cooperation. 

Canon  is  a  world-class  company  in  all 
respects.  It  presents  a  model  for  others 
to  look  up  to;  an  example  for    /) 
others  to  follow.  L^J^L~^ 
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"As  we  continue  our  growth, 

it  is  imperative  that 

we  increase  our  commitment  to  the  communities  that 

host  our  operations  and  prove  ourselves 

a  good  corporate  citizen." 


ade  in  Japan" 

On  a  hot  summer  day 
in  1950,  Takeshi  Mitarai,  a  slightly  built  Japanese  entrepreneur,  arrived  in 
San  Francisco  to  explore  the  U.S.  market  for  his  budding 
company's  35mm  focal  plane  shutter  cameras.  Mitarai, 
then  49,  was  looking  for  a  U.S.  distributor. 

In  1933,  Mitarai  and  a  group  of  young  people  had 
set  up  a  small  workshop  named  Seiki  Kogaku  Kenkyusho 
(Precision  Optical  Instruments  Laboratory),  Canon's 
predecessor,  in  downtown  Tokyo.  Encouraged  by  the 


One  of  the  original 
35mm  focal  plane 
shutter  cameras  assem- 
bled in  Mitarai 's  Tokyo 
workshop;  Mitarai  leav- 
ing for  the  U.S.;  Mitarai 
and  the  staff  of  Canon 's 
first  sales  office  in  New 
York  City 


popularity  of  his 
company's  cameras  among 
GIs  and  officers  of  the  U.S. 
Occupation  Forces,  Mitarai 
was  convinced  that  the  future 
of  his  small  company  lay  in  the 
American  market. 

After  a  stay  in  San  Francisco,  where  he  represented  Japan's  camera  and 
lens  manufacturers  at  a  trade  fair,  Mitarai  made  his  way  to  Chicago  to  call 
on  Charles  Percy,  who,  at  29,  had  just  been  appointed  president  of  Bell  & 
Howell.  At  a  meeting  in  the  Chicago  Chamber  of  Commerce  building,  Mitarai 
showed  Percy  a  camera  assembled  in  his  Tokyo  workshop  and  asked  for 
the  latter's  assessment. 

Percy  requested  time  to  assess  the  camera  and  told  Mitarai  to  come  back 
a  month  later.  Exactly  one  month  later,  Mitarai  turned  up  at  Percy's  office 
to  hear  the  verdict.  The  camera,  Percy  pointed  out,  would  sell  like  hot 
cakes — if  it  were  made  in  Germany.  But  as  it  was  made  in  Japan,  a  country 
not  known  for  quality  goods,  there  was  no  way  Bell  &  Howell  could 
market  it  in  the  U.S. 

Percy  then  proposed  that  the  camera  be  sold  under  the  Bell  &  Howell 


brand  name.  But  Mitarai,  convinced  that  the  world  would  one  day 
recognize  the  quality  of  his  cameras,  politely  turned  down  the  offer. 
What  was  devastating  to  Mitarai  on  that  trip  was  the  extremely  negative 
-*v  --r       image  Japanese-made  products  had  in  the  U.S.  at  the  time. 

Jj.i  ^^^   "Made  in  Japan"  meant  inferior  quality.  Upon  his  return 
from  the  trip,  Mitarai  remarked  to  an  editor  of  a  national 
magazine:  "Unless  Japanese  manufacturers  improve  the  quality 
of  their  products,  the  United  States  will  never  take  Japan 
seriously  as  a  trading  nation." 
That  was  just  four  decades  ago.  Today,  Canon  is  at  the 
forefront  of  a  technological  revolution,  recognized  as  one  of  the 
world's  leading 
manufacturers 
of  high-quality 
cameras, 
business 
machines 
and  precision 
optical 
equipment. 
Last  year, 


Growth  of  Canon's  sales  in  North  America* 
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Canon,  with  nearly  45,000 
employees  worldwide,  registered 
total  consolidated  sales  of  $12.8  billion, 
nearly  30  %  of  which  came  from  its 
operations  in  North  America — the  market 
that  once  declined  to  sell  Mitarai's 
cameras  under  their  own  brand  name. 


Others 


Share  of 

North  American* 
market  in  Canon's 
total  sales  in  1990 


*Norlh  America  includes  U.S.A.  and  Canada. 


Number  of  Canon 's 
employees  in  North  America* 
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"Helping  Greater  Hartford  Jay cees  is 

one  of  the  many  ways  in  which 

we  plan  to  repay  the  kindnesses  extended  to 

Canon  in  the  United  States." 


Hideharu  Takemoto 
President  and  CEO,  Canon  USA,  Inc. 


Good  Corporate  Citizen 

Based  in  Lake  Success,  New  York,  Canon  USA, 
Inc.  is  the  headquarters  for  Canon's  U.S.  operations.  In  1990, Canon's  total 
sales  in  North  America  reached  $3.55  billion,  up  19%  from  the  previous  year. 

"As  we  continue  our  growth," 
says  Canon  USA  President  and  CEO, 
Hideharu  Takemoto,  "it  is  imperative 
that  we  increase  our  commitment  to 
the  communities  that  host  our  opera- 
tions and  prove  ourselves  a  good 
corporate  citizen." 

Indeed,  Canon  USA  has  contributed 
significantly  to  a  variety  of  community 
activities  across  the  U.S.  The  Jay  cees 
of  Greater  Hartford,  Connecticut,  are  among  the  beneficiaries  of  Canon's 
goodwill.  Since  1984,  Canon  USA  has  been  the  title  sponsor  of  PGA's  Greater 
Hartford  Open,  a  tournament  the  local  Jaycees  have  organized  since  1935. 
Comments  Paul  Ockert,  Chairman  of  the  Greater  Hartford  Jaycees'  Organizing 
Committee  of  the  GHO  for  1991:  "We've  enjoyed  an  excellent  relationship 
with  Canon.  They've  done  a  lot  for  good  causes. 

Since  becoming  the  title  sponsor,  Canon 
has  contributed  generously  toward  the 
GHO.  Last  year,  the  tournament  enabled 
the  Jaycees  to  raise  nearly  three-quarters 
of  a  million  dollars,  the  bulk  of  which 
went  to  the  Jaycee  Foundation  and  was 
distributed  among  various  charitable 
organizations  throughout  the  state. 


Fujio  Mitarai 

Senior  Managing  and 

Representative  Director,  Canon  Inc. 

Vice  Chairman,  Canon  USA,  Inc. 


Paul  Ockert  ^ 

Chairman  of  the  Greater  Hartford  Jaycees'  P^*J| 
Organizing  Committee  of  the  GHO  for  1991 


Scenes  from  the  Canon-sponsored  Greater 
Hartford  Open;  every  year  the  GHO  draws 
a  large  crowd,  including  handicapped  children 


Among  the  recipients  was  the 

University  of  Connecticut  Health  Center 

at  Farmington.  "We're  delighted  with 

the  cooperation  of  the  Jaycees,"  says 

Dr.  Michelle  M.  Cloutier,  Associate 

Professor  of  Pediatrics  at  the  University 

of  Connecticut  and  Chief  of  the  Pediatric 

Pulmonary  Division,  "and  we  know 

Canon  is  fully  behind  them.  There  are 

an  estimated  25,000  children  in 

Connecticut  suffering  from  chronic  lung  disease.  Thanks  to  these  grants,  we 

have  been  able  to  grapple  more  effectively  with  children's  lung  diseases." 
The  Center's  latest  acquisition  with  a  grant  from  the  Jaycees  is  an  exercise 

room  for  children  with  lung  disease.  Made  up  of  a  cardiopulmonary  exercise 

system,  a  pediatric  exercise  bicycle,  a  pulmonary  function  system  to  perform 

airway  challenge  testing  and  a  body  plethysmography  system,  it  is  the 

first  fully  integrated  exercise  room  of  its  kind  in  Connecticut. 
Canon's  involvement  in  the  GHO  resulted  from  a  decision  of  Fujio  Mitarai 

during  his  10-year  tenure  as  president  of  Canon  USA  from  1979  to  1989. 
knew  it  was  the  right  thing  to  do,"  says  Mitarai,  now  Senior  Managing 

and  Representative  Director  of  Canon  Inc.  and  Vice  Chairman  of  Canon 

USA,  Inc.  "Canon  believes  in  serving  the  community  as  a  responsible 

corporate  citizen.  It  was  one  way  of 
living  up  to  our  corporate  philosophy 
of  mutually  rewarding  coexistence." 

Fujio  Mitarai  points  out  that  Canon 
USA's  rapid  growth  came  about  thanks 
to  the  goodwill  of  many  people  in  the 
U.S.  Recalling  the  days  when  he 
was  first  posted  to  Canon's  New  York 
office  23  years  ago,  he  says:  "I  was 
fortunate  to  meet  so  many  Americans 
who  took  me  under  their  wing  and 
enlightened  me  about  American  culture 
and  the  American  way  of  doing 
business.  Helping  Greater  Hartford 

integrated  exercise  room  for  children    jaycees  Is  one  of  the  ways  in  which 
with  lung  disease  at  the  University  of 

Connecticut  Health  Center;  we  plan  to  repay  the  kindnesses 

Dr.  Michelle  M.  Cloutier  at 

work  in  the  center  extended  to  Canon  in  the  United  States 


Various  equipment  in  the  fully 
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"I  am  grateful  for  what  Canon  has  done 

for  me  and  my  family. 

They've  done  everything 

they  could  to  help  me  resettle  in  the  U.S. 

and  send  my  children  to  excellent  schools.' 


ommitment  to  People 

Canon  cares  for  its 
employees  as  much  as  it  does  the  communities  that  host  its 
operations.  Hanh  Nguyen,  a  former  South  Vietnamese  refugee 
who  repairs  Canon  cameras  in  his  workshop  not  far  from 
Canon  USA's  Lake  Success  headquarters,  knows  Canon's , 
commitment  to  people  from  his  own  experience.         /  I 

A  native  of  Saigon,  Hanh  learned  to  repair  cameras 
under  the  guidance  of  Canon  technicians  at  the  PX  ['--■ 
of  a  U.S.  military  base  in  Saigon  in  the  early  1970s. 
In  1973,  Canon  gave  Hanh  a  letter  certifying  that 
he  had  worked  as  an  able  and  devoted  repairman 
and  requesting  that  the  Canon 
global  family  give  Hanh  every 
possible  assistance,  should 
there  be  a  need  for  Hanh  to 
leave  his  war-torn  country. 

A  day  before  the  fall  of 
Saigon  in  April  1975,  Hanh 
and  his  family  boarded  an 


American  cargo  boat  bound  for  an  unspecified  destination.  "I  wasn't  afraid 
at  all,"  recalls  Hanh.  "I  knew  I  would  be  all  right  as  long  as  I  had  the 
letter  with  me." 
The  ship  took  the  Hanh  family  first  to  Guam,  then  to  the 
U.S:,  where  they  were  accommodated  at  a  refugee  center  in 
Indiatown  Gap,  Pennsylvania.  When  a  center  official  asked 
Hanh  if  he  had  any  friends  or  relatives  in  the  U.S., 
Hanh  proudly  produced  the  letter.  The  official 
immediately  contacted  Canon  USA  in  New  York. 
Two  weeks  later,  Hiroto  Kagami,  then  Vice  President 
of  Canon  USA,  drove  to  the  refugee  center  to 
personally  offer  Hanh  a  repair  job  at  Canon. 
After  working  for  Canon  USA  for  five 
years,  Hanh  was  encouraged  by  Canon 
_  to  set  up  his  own  workshop. 

'  A  ¥    !■"    \  "1  am  grateful  for  what  Canon  has 

s\  M^  *^    m  done  for  me  and  my  family,"  says 

Hanh.  "They've  done  everything 


Hanh  Nguyen  and  his 
family;  Hanh  at  his 
workshop 


they  could  to  help  me  resettle  in  the  U.S.  and  send 
my  children  to  excellent  schools." 


"Canon  has  helped  the  Jaycees 
organize  the  OHO  successfully 
for  several  years.  Canon  is  a 
good  name  associated  with  a 
great  tournament." 

John  and  Agnes  Vuys 
Veteran  Volunteers  for  GHO 


"They  take  care  of  employees 
very  well  and  are  particularly 
understanding  of  any  kind  of 
family  problems.  It  makes  me 
proud  to  work  for  such  a 
company." 

Kay  Bearmore 

Staff  Associate  for  Vice  President 

Canon  USA,  Inc. 


"At  Canon,  there's  a  lot  of 
mutual  respect,  which  leads  to 
an  open  exchange  of  ideas. 
Management  makes  sure  the 
employees  feel  every  bit  an 
integral  part  of  the  Canon 
family." 

Raymond  F.  Sasso 

Vice  President  &  General 

Manager 

Human  Resources 

Canon  USA,  Inc. 


"On  your  birthday,  you  receive 
a  card  from  the  president. 
When  someone  goes  to  the 
hospital,  they  send  flowers. 
There's  a  special  gentleness  and 
closeness  at  Canon  that  I  never 
experienced  elsewhere." 

Mildred  L.  Williams 

Manager 

Copier  Refurbish  &  Assembly 

Canon  Virginia,  Inc. 


"At  Canon,  they  give  everyone 
a  chance  to  grow  on  the  job 
and  make  sure  everyone  feels 
secure  on  the  job.  I  appreciate 
the  way  management  constantly 
strives  to  maintain  a  good 
dialogue  with  employees." 

George  Hoffmann 

Senior  Director 

Copier  Supplies  Manufacturing 

Canon  Business  Machines,  Inc. 
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'Canon  is  an  extremely  important 

and  valuable  member 

of  our  business  community." 


ommitment  to  the 
Community 

Canon  USA  President  Takemoto  pledges  continued  commitment  to  U.S. 
society.  He  says:  "We  are  very  honored  to  have  been  so  well  received 
in  the  U.S.  as  a  company  from  Japan.  Our  goal,  however,  is  to  become 
accepted  as  an  American  company  with  a  global  perspective.  We  started  out 
as  an  importer  of  Canon  products  from  Japan,  but  already  we  have  begun 
to  develop,  manufacture  and  market  a  wide  variety  of  products  that 


Canon  Virginia,  Inc. 

meet  the  needs  of  our  customers  not  only  in  the  American  market  but 
also  in  the  international  market." 

In  the  mid-1980s,  Canon  USA  took  a  major  step  toward  fully  integrated 
operations  by  setting  up  a  large-scale  manufacturing  facility  in  Newport 
News,  Virginia.  Initially  designed  to  produce  office  copiers,  Canon  Virginia, 
Inc.  opened  in  1987  and  is  today  one 
of  Canon's  largest  and  most  modern 
production  facilities  in  he  './arid* 
In  addition  to  copiers,  Ca        'irginia 
produces  laser  beam  printers.    -   ts  and 
recyclable,  easy-to-replace  cartndj; 
for  laser  beam  printers. 


Among  the  products  emerging 

from  Canon  Virginia's  assembly  lines  are 

Canon  NP2020  Series  office  copiers, 

some  for  export  to  Europe 


Hugh  Keogh 

Director  of  the  Department  of 

Economics  in  the  Office  of 

the  Governor  of  Virginia 


Shinichiro  Nagashima 
President,  Canon  Virginia,  Inc. 


Employing  a  staff  of  nearly  1,300, 
Canon  Virginia  enjoys  a  reputation  as  a 
community-conscious  company.  Already, 
Canon  Virginia  has  made  good  its  initial 
pledge  to  invest  S 125  million  in  the  first 
five  years  of  operations.  Plans  are  under 
way  to  invest  more  as  the  company 
continues  to  expand  its  facilities. 

Says  Hugh  Keogh,  Director  of  the  Department  of  Economics  in  the  Office 
of  the  Governor  of  Virginia:  "In  1985,  it  came  to  our  attention  that  Canon's 
copier  division  was  looking  for  a  location  for  a  production  facility  in  the 
U.S.  In  those  days,  most  Japanese  investors  in  the  U.S.  southeast  went  to 
Georgia,  or,  to  some  extent,  the  Carolinas.  But  Canon  sent  a  team  to  inspect 
proposed  sites  in  Virginia.  We  are  glad 
and  honored  that  Canon  made  the 
decision,  which  has  been  right  for  both 
Canon  and  Virginia." 

Keogh  notes  that  Canon's  choice  of 
Newport  News  became  the  "linchpin"  for 
all  other  Japanese  activities  that  followed. 
As  a  result,  nearly  60  Japanese  companies  now  operate  in  Virginia,  generating 
more  than  6,000  jobs— in  addition  to  the  1,300  created  by  Canon.  "If  Canon 
had  not  located  here,"  says  Keogh,  "it  would  have  been  much  harder  and 
taken  much  longer  to  attract  Japanese  businesses.  Canon  is  an  extremely 
important  and  valuable  member  of  our  business  community." 

Shinichiro  Nagashima,  who  first  came  to  Virginia  on  that  site  selection 
trip  in  1985,  was  named  president  of  Canon  Virginia  in  April  1986.  Virginia's 
business  community  has  nothing  but  the 
highest  praise  for  Nagashima's  business 
style,  as  well  as  for  Canon's  com- 
mitment to  the  local  community.  Donald 
F.  Reilly,  Director  of  Industrial  Training 
for  the  Department  of  Economic 
Development,  observes  that  the  employees 
of  Canon  Virginia  are  "clearly  made  to 
feel  part  of  a  happy  family."  Reilly  notes  that  there  has  been  very  little 
turnover  at  Canon  Virginia. 

To  date,  Canon  Virginia  has  received  more  than  80,000  job  applications, 
not  just  from  within  Virginia  but  from  across  the  U.S. — a  tribute  to  the 
excellent  company  that  Canon  Virginia  has  become  in  such  a  short  time. 

Says  Canon  Virginia  President  Nagashima:  "I  want  to  make  Canon 
Virginia  the  most  efficient  manufacturing  unit  in  the  entire  Canon  corporate 
family.  I  am  more  than  confident  we  can  do  it." 


Donald  F.  Reilly 

Director  of  Industrial  Training 

for  the  Department  of 

Economic  Development 
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"No  matter  how  excellent  a  company's  technology 

may  be,  without  a  happy  work  force 

you  have  no  chance 

of  long-term  success." 


n  Example  of  Mutually 
Rewarding  Coexistence 

Located  in  Costa  Mesa,  California,  Canon  Business  Machines,  Inc.    further 
reflects  Canon's  dynamic  drive  toward  full  integration  in  the  U.S.  Canon 
Business  Machines,  CBM  for  short,  is  the  world  headquarters  of  Canon's 
electronic  typewriter  business. 

Explains  Umi  Tosaka,  President  of  CBM:  "The  United  States  is  the 
world's  largest  market  for  electronic  typewriters  and  Canon  believes  it  is 

Canon  Business  Machines 

manufactures 

a  diversified  line  of 

products,  including 

Photo 

Sensitive 

drums  for 

copiers  and  a' 

electronic 

typewriters 


Umi  Tosaka, 
President  of  Canon 
Business  Machines, 
Inc.,  (center) 
inspects  a  line  of 
finished  products 


where  our  typewriter  business  should  belong.  Transfer  of  the  headquarters, 
completed  a  year  ago,  has  benefited  both  Canon  and  California.  A  typical 
example  of  mutually  rewarding  coexistence." 

CBM  started  out  in  1974  as  a  production  plant  for  calculators  when  Canon 
became  the  world's  leader  in  the  manufacture  of  electronic  calculators. 


Prior  to  the  current  electronic  typewriter  production,  CBM  shifted  to  the 
production  of  liquid  and  dry  toners  for  copiers,  micrographics  and  laser 
beam  printers,  as  well  as  Photo  Sensitive  drums  for  copiers.  Since  its 
establishment,  CBM  has  grown  rapidly  in  sales  and  number  of  employees. 
Tosaka  is  optimistic  that  in  the  future  CBM  will  be  in  the  vanguard 

of  developing  top-quality  business 
machines,  such  as  word  processors, 
facsimile  machines  and  computers, 
by  having  CBM's  own  research 
and  development  division  work 
closely  with  Canon's  two  research 
institutions  in  California — Canon 
Information  Systems,  Inc.  in  Costa 
Mesa  and  Canon  Research  Center  America,  Inc.  in  Palo  Alto. 

As  in  other  Canon  companies,  Canon's  commitment  to  people  is  amply 
proven  at  CBM.  "The  most  important  ingredient  in  any  successful  business 
is  staff  enthusiasm,  and  this  can  only  be  generated  if  you  care  enough  for 
them,"  says  Tosaka.  "No  matter  how  excellent  a  company's  technology  may 
be,  without  a  happy  workforce  you  have  no  chance  of  long-term  success." 
Canon  has  indeed  come  a  long  way  in  North  America — from  the  days 
when  its  products  could  not  be  marketed  under  its  own  brand  name. 
Thanks  to  its  corporate  policy  of  responsible  partnership  and  mutually 
rewarding  coexistence,  Canon  has  steadily  grown  into  a  leader  in  its  field 
in  North  America. 


Electronic  typewriters  are  CBM's 
main  product 
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rate      Philosophy      of      Canon 


Corporate  Mission 

Canon's  corporate  mission  is  to  make  a  positive  difference  in  the  world, 
through  the  means  of  continued  growth. 

Corporate  Objectives 

We  are  responsible  global  citizens. 

We  will  create  the  best  and  most  unique  products  based  on  leading- 
edge  technologies. 

We  will  contribute  to  continuing  prosperity 
by  building  an  ideal  firm. 


Corporate  Values 

We  respect  cultural  differences  among  ourselves,  our  customers,  and  our 

communities. 

We  believe  that  self-awareness,  enthusiasm  and  responsible  behavior  are 

three  keys  to  good  results. 

We  respect  dignity,  value  initiative,  and  recognize  the  merit  of  each  individual 

As  members  of  the  Canon  family  of  companies,  we  trust  and  respect  each 

other,  and  work  together  in  a  harmonious  atmosphere. 

Above  all,  we  sustain  our  physical  and  emotional  health  in  order  to  lead  full 

and  happy  lives. 
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Why  present  in  color  and 
leave  them  with  black  and  white? 


A  lot  of  hard  work  goes  into  creating  effective  presentations.  Black  and  white 
copies  never  do  them  justice., With  a  Canon  Color  Laser  Copier  in  your  office, 
you  get  the  worlds  best  color  copies,  and  the  ability  to  create  better  presen- 
tations by  reducing  and  enlarging  originals,  reproducing  from  slides,  and 
making  full-color  overhead  transparencies.  All  of  which  not  only  shows  your 
work  to  its  best  advantage,  it  enhances  your  company's  image  as  well. 
Find  out  how  affordable  it  is  to  put  a  Canon  Color  Laser  Copier 
to  work  for  you.  Simply  call  1-800-OK-CANON. 
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The  Digital  Difference. 


A  few  years  ago  economists  figured  doctors'  incomes 
had  peaked.  The  doctors  proved  them  wrong. 


Upgrades 


By  Janet  Novack 


Dr.  Michael  Schwartz  examines  a  6-year-old  patient 

Young  families  have  increasingly  left  Schwartz  for  M.D.s 

who  give  their  employers  discounts. 


"Officer!  Quick!"  cries  a  fellow. 
"That  masked  bandit  just  stole  my 
life's  savings!"  Replies  the  cop,  "That 
was  was  no  bandit,  that  was  your 
surgeon." 

That  old  gag  gained  some  currency 
when  the  American  Medical  Associa- 
tion released  the  latest  figures  on  U.S. 
physicians'  average  earnings.  The  fig- 
ures show  that  between  1985  and 
1989  (the  latest  year  available)  physi- 
cians' average  income  grew  39%,  to 
$155,800.  This  was  a  24%  gain  above 
inflation.  Meanwhile,  the  nation's  to- 
tal payment  for  doctors'  services  grew 
59%,  to  $118  billion. 

This  imp'ressive  earning  power  con- 
founded predictions  from  the  mid- 
1980s.  Back  then  many  economists — 
and  doctors  themselves — figured 
physicians'  incomes  had  peaked  and 
were  headed  down.  Medicare,  pro- 


viding about  25%  of  doctors'  reve- 
nues, had  frozen  fees,  and  employers 
were  moving  to  control  medical  in- 
surance costs.  Medical  school  applica- 
tions were  falling,  and  the  ama 
warned  of  a  doctor  glut.  But  reflect- 
ing the  doctors'  continuing  prosperi- 
ty, in  1989,  1990  and  1991  medical 
school  applications  rose. 

How  did  the  doctors  more  than 
hold  their  own?  For  one  thing,  they 
raised  their  rates.  There's  not  much 
consumer  resistance  when  insurance 
pays  most  of  the  bills.  For  another, 
they  performed  more  procedures 
(some  unnecessary)  on  each  patient. 
And  medical  advances  such  as  mag- 
netic resonance  imaging  gave  them 
expensive  new  services  to  sell. 

Another  big  part  of  the  doctors' 
defense  lay  in  billing  upgrades,  not  all 
of  them  matched  by  service  upgrades. 


One  common  trick  is  to  bill  what 
coding  manuals  call  a  "limited"  office 
visit  ($25  to  $40)  as  an  "intermedi- 
ate" visit  ($35  to  $55).  Between 
1985  and  1988  the  number  of 
"brief  visits  billed  to  Medicare 
shrank  8%  a  year;  more  expensive, 
"extended"  visits  grew  13%  a  year. 

Some  doctors,  according  to  insur- 
ance company  reviewers,  fraudulendy 
bill  for  more  extensive  treatment  than 
they  actually  perform.  For  example,  a 
physician  normally  bills  about  $450 
for  a  lumpectomy — the  removal  of  a 
breast  cyst,  lump  or  tumor  and  a 
minimal  amount  of  surrounding  tis- 
sue. For  a  more  extensive  partial  mas- 
tectomy, doctors  bill  about  $1,000. 
"Some  physicians  routinely  bill  a 
lumpectomy  as  a  partial  mastecto- 
my," says  Dr.  Allan  Korn,  a  medical 
coding  expert  for  benefits  consultant 
William  M.  Mercer,  Inc. 

Add  it  all  up,  and  doctors'  fees 
overall  are  inflated  20%  by  improper 
coding,  claims  Dr.  Robert  Herten- 
stein,  medical  director  of  group  insur- 
ance at  Caterpillar  Inc.,  which  has 
formed  a  joint  venture  with  Boston 
University  to  audit  doctors'  bills. 

Physicians  also  prospered  in  the 
1980s  by  beginning  to  wring  some  of 
the  inefficiencies  out  of  their  practices 
by,  for  example,  forming  into  larger 
groups  and  computerizing  their  bill- 
ings. Doctors,  and  groups  especially, 
also  began  to  cannibalize  hospitals' 
revenues.  Urologists,  plastic  surgeons 
and  ophthalmologists  moved  opera- 
tions from  hospitals  to  doctor- owned 
outpatient  surgical  centers;  radiolo- 
gists set  up  their  own  therapy  centers. 
Groups  can  "invest  in  higher  levels  of 
technology  and  take  more  services 
out  of  the  hospitals  into  their  offices 
and  surgical  centers,"  says  Geoffrey 
Anders,  chief  executive  of  the  Health 
Care  Group  of  Plymouth  Meeting, 
Pa.  (The  insurance  companies  have 
paid  surgical  centers'  fees  without  too 
much  complaint  because  the  centers 
are  cheaper  than  hospitals.) 

Medicare  and  insurance  companies 
are  now  trying  to  crack  down  on 
doctors  who  refer  patients  to  labs  in 
which  they  have  a  financial  interest. 
The  insurers  charge  that  this  kind  of 
referral  is  a  form  of  kickback  and 
encourages  unneeded  tests.  But  An- 
ders, a  lawyer,  notes  that  proposed 
reforms  won't  prevent  group  prac- 
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Pittsburgh  ophthalmologist  Dr.  Ronald  Pacifico 

He  predicts  that  old-style  one-doctor  medical  practices 

"will  go  the  way  of  the  family  grocery  store." 


tices  from  owning  and  operating  facil- 
ities to  serve  their  own  patients. 

All  this  helps  explain  why  the  physi- 
cians who  earned  the  most  in  the 
1980s  were  the  specialists  (who  bene- 
fit from  new  technology  and  proce- 
dures) and  those  in  groups.  Accord- 
ing to  a  survey  by  Medical  Economics 
magazine,  cardiovascular  surgeons 
had  a  median  income  of  $296,000  in 
1989,  ophthalmologists  $205,000 
and  general  practitioners  just 
$87,000. 

"A  guy  like  me  is  going  to  be  a 
dinosaur,"  laments  Dr.  Michael 
Schwartz,  44,  a  solo  family  practition- 
er in  Yukon,  Okla.  His  pretax  income 
in  1990  came  to  $90,000,  not  insig- 
nificant in  his  town  but  a  big  drop 
from  the  $130,000  he  earned  in 
1988.  Schwartz  has  been  hurt  by 
Medicare  restrictions  on  what  he  can 
bill  (particularly  for  lab  tests)  and  by 
new  Medicare  paperwork  that  has 
raised  his  overhead.  And  he  has  lost 
younger  patients  because  he  has  re- 
fused big  employers'  demands  that  he 
give  discounts  of  15%  or  more  in 
order  to  be  included  in  their  "pre- 
ferred provider"  networks.  (About 
half  of  all  doctors  in  this  country  have 
joined  these  networks,  but  it's  not 
clear  how  much  the  networks  save 
since  doctors  can,  as  they  have  with 
Medicare,  increase  tests  and  proce- 
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*1990  Income  and  U.S.  spending,  FORBES  estimates; 
1990  Medicare,  projection. 


Doctors'  average  income  kept  ahead  of 
inflation  in  the  late  1980s.  The  1990s 
could  be  rougher  for  some  M.D.s. 


dures  to  make  up  for  lower  fees.) 

A  new  Medicare  payment  scheme 
set  to  begin  next  year  should  help  GPS 
like  Schwartz  a  bit.  It  will  boost  pay- 
ments to  them  by  perhaps  10%,  taking 
the  increases  from  the  hides  of  the 
surgeons.  The  new  system  increases 
fees  for  examining  patients  but  cuts 
fees  for  surgery  and  high-tech  proce- 
dures such  as  electroretinography.  As 
part  of  the  new  scheme,  if  doctors 
increase  the  volume  of  visits  and  pro- 
cedures too  much,  all  their  fees  will  be- 
held   down    to    offset    the    excess 


growth.  The  changes  could  eventual- 
ly reduce  Medicare  payments  to  some 
specialists  by  20%  or  more.  Congress 
has  been  so  keen  to  get  doctors' 
charges  under  control  that  in  1990 
and  1991  it  began  reducing  Medicare 
payments  for  hundreds  of  "overval- 
ued" procedures,  such  as  pacemaker 
implants. 

But  specialists,  especially  those 
with  an  entrepreneurial  bent,  should 
still  do  well.  A  good  example  is  Pitts- 
burgh ophthalmologist  Ronald  Paci- 
fico. He  has  invested  $1  million  in 
equipment  over  the  last  six  years  and 
hired  3  ophthalmologists,  6  optome- 
trists and  30  staffers,  including  a  mar- 
keting director  and  2  chauffeurs  to 
bring  in  elderly  patients.  Medicare  has 
already  cut  payments  for  cataract  sur- 
gery, and  Pacifico  worries  about  how 
much  more  it  will  cut.  But  he  believes 
"there's  a  lot  of  gross  inefficiency  in 
many  practices"  and  that  well-run 
practices  can  still  prosper.  Medicare 
pays  Pacifico  $1,490  for  a  cataract 
operation  he  can  do  in  as  little  as  12 
minutes.  He  does  1,000  cataract  op- 
erations a  year  and,  with  enough  assis- 
tants, could  do  2,000. 

In  short,  what  Pacifico  has  lost  in 
terms  of  profit  margin  he  thinks  he 
can  make  up  by  gaining  market  share 
and  increasing  volume.  And  in  a  few 
years  he  hopes  to  be  able  to  build  non- 
Medicare  revenues  with  new  laser 
equipment,  not  yet  approved  by  the 
Food  &  Drug  Administration,  which 
could  permanently  correct  poor  vi- 
sion for  those  who  now  wear  glasses. 
Even  if  insurance  companies  don't 
cover  the  treatment,  Pacifico  believes 
a  lot  of  people  will  gladly  pay  for 
better  eyesight  out  of  their  own  pock- 
ets, just  as  millions  of  people  pay  for 
cosmetic  surgery.  (Plastic  surgeons 
earned  a  median'$21 1,000  in  1989.) 

"It  used  to  be  (enough  to  be]  a 
good  doctor,"  says  Pacifico.  "Now 
you  have  to  be  a  successful  business 
man  as  well,  and  physicians  resent 
that."  But  that's  the  way  it  is  in 
today's  medical  economy.  With 
Medicare  and  insurers  aggressively 
trying  to  control  costs,  the  clever 
doctors  who  move  with  the  times  and, 
unfortunately,  some  others  who  are 
simply  willing  to  bend  ethical  Stan 
dards,  will  do  the  best.  The  old  fash 

ioned  doctors,  whatever  their  virtues, 
may  have  to  settle  for  less  IB 
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AS  I  SEE  IT 


Capitalism  has  proved  its  superiority  to  socialism,  concedes  this 
former  socialist  and  eminent  historian  of  economic  thought. 
But,  as  it  turns  out,  his  conversion  is  less  than  100%. 

"Just  because  socialism 
has  lost  does  not  mean 
that  capitalism  has  won" 


An  interview  with  Robert  L.  Heilbroner  by  Mark  Skousen 


Economist  Robert  L.  Heilbroner  at  home  with  Thai  sculpture 

"I  don't  think  economic  growth  is  the  only  criterion  for  success. 

Fairness  and  justice  are  essential,  too." 
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No  ONE  THINKS  or  writes  more  lucidly 
about  economic  ideas  than  Robert  L. 
Heilbroner.   His  book   The   Worldly 
Philosophers  has  sold  over  2  million 
copies  since  1953,  making  it  one  of 
the  most  popular  books  ever  written 
on  the  history  of  economics.  A  profes- 
sor emeritus  with  the  graduate  faculty 
at  the  New  School  for  Social  Re- 
search,   Heilbroner    was    long    an 
avowed  democratic  socialist.  But  he 
recently  penned  two  articles  in  the 
New  Yorker  announcing  he  had  given 
up    on    socialism.    "Capitalism    has 
won,"  he  declared.  "Socialism  has 
been  a  great  tragedy  of  this  century." 
But,  as  it  turns  out,  Hcilbroner's 
conversion  is  by  no  means  complete. 
In  a  long  interview  in  his  Park  Avenue 
duplex    apartment,    Heilbroner    ex- 
plained why  he  believes  socialism  re 
mains  very  much  alive. 
You've  made  some  startling  state- 
ments recently  about  the  collapse  of 
socialism.  Isn't  this  a  dramatic  re- 
versal in  your  philosophy? 
These  are  statements  I  wouldn't  have 
written  five  years  ago. 
You  didn't  expect  communism  to 
collapse  economically? 
I  never  had  any  particularly  high  c\ 
pectations  for  the  Soviet   Union.   It 
seemed  to  be  in  a  steady  state-  clink 
ing  along,  producing  small  quantities 
of  bad   consumer  goods  and   large 
quantities   of  quite   good    military 
goods.    Everyone,    including    me, 
thought  that  would  be  the  future.  But 
no  one  expected  a  collapse 
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You  first  wrote  about  socialism's 
demise  and  capitalism's  triumph 
before  the  Berlin  Wall  came  down. 

I  think  it  was  clear  from  1988  that 
things  were  going  poorly  in  the 
U.S.S.R.  and  the  Eastern  bloc.  I  re- 
member having  dinner  with  an  old 
friend,  and  we  were  talking  about 
what's  going  on  with  the  Soviets.  He 
said  the  system  just  doesn't  work.  And 
I  said,  that's  right,  that's  right. 

That's  what  really  sparked  my  first 
[New  Yorker]  piece.  We  are  witness- 
ing an  extraordinary  example  of  a 
system  breaking  down.  My  article 
made  a  big  splash.  I  knew  I  was  going 
to  risk  being  considered  a  turncoat. 
In  Paul  Samuelson's  1989  edition 
of  his  famous  textbook,  Economics, 
he  wrote,  "The  Soviet  economy  is 
proof  that,  contrary  to  what  many 
skeptics  had  earlier  believed,  a  so- 
cialist command  economy  can  func- 
tion and  even  thrive."  Kind  of  em- 
barrassing to  the  economics  profes- 
sion, isn't  it? 

We  felt,  and  I  still  do  feel,  that  a 
command  economy  is  like  the  mili- 
tary. The  army  is  very  good  at  moving 
mountains  and  doing  what  the  Pha- 
raohs did,  building  large-scale  monu- 


ments. They  build  miles  of  railroads 
and  large  dams.  They  brought  about 
massive  industrialization  and  mobi- 
lized the  masses,  and  they  did  it  very 
weli  and  very  rapidly,  or  else  they 
never  would  have  held  off  Hitler. 

Socialism  can  do  that.  What  social- 
ism can't  do  is  to  produce  the  com- 
plex array  of  goods  required  once  a 
society  leaps  from  a  peasant  society  to 
an  early  industrial  society.  It's  very 
hard  to  run  the  damn  thing  with  the 
absence  of  market  signals. 
In  the  1930s  the  Keynesian  revolu- 
tion really  caught  on  when  several 
influential  economists,  such  as  Al- 
vin  Hansen  at  Harvard  .  .  . 
He  was  one  of  my  professors  when  I 
was  an  undergraduate  there. 
. .  .  changed  sides  from  being  clas- 
sical economists  to  being  Keynesian 
economists.  Do  you  see  yourself  in 
a  similar  role,  except  that  you  now 
see  the  advantages  of  capitalism 
over  socialism? 

That's  a  hard  question.  I'm  certainly 
not  as  naive  as  I  was.  But  I'm  just  as 
skeptical  as  I  ever  was  about  the  diffi- 
culties of  capitalism.  I  don't  think 
economic  growth  is  the  only  criterion 
for  success.  Fairness  and  justice  are 


essential,  too.  I  think  some  of  these 
modern-day  welfare  states  can  pro- 
duce very  remarkable  results.  Austria, 
for  example,  is  very  welfarish,  very 
state  managed,  very  conservative  and 
very  successful.  But  there  isn't  a  so- 
cialist left  in  Austria.  That's  what  I  call 
*.  successful  capitalism.  I'm  a  great  be- 
liever in  welfare  capitalism. 

I've  made  the  point  that  just  be- 
cause socialism  has  lost  does  not  mean 
that  capitalism  has  won.  We're  not 
out  of  the  woods  yet. 

The  question  is,  what's  left  of  so- 
cialism? We  know  it's  not  what  was  in 
the  Soviet  Union,  not  Hungary  or 
Czechoslovakia.  Maybe  Sweden. 
That's  closer  to  my  idea  of  socialism. 
But  there's  really  no  answer  now. 

I'm  not  afraid  of  the  word  social- 
ism. Socialism  has  always  had  very 
high  moral  objectives  even  though  it 
has  been  besmirched  by  Soviet  atroc- 
ities and  belligerence.  To  me  social- 
ism as  a  democratic  ideal  has  always 
stood  for  equality  and  justice. 
In  your  latest  edition  of  The  World- 
ly Philosophers,  you  quote  loseph 
Schumpeter,  one  of  your  teachers 
at  Harvard.  He  believed  in  capital- 
ism but  predicted  that  socialism 
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was  the  wave  of  the  future.  Obvi- 
ously he  was  wrong. 

Oh,  yes,  very  wrong.  Schumpeter  was 
convinced  that  socialism  was  the  wave 
of  the  future  because  corporate  man- 
agement would  be  afraid  of  taking 
market  risks.  The  game  wouldn't  be 
worth  the  gamble.  But  Schumpeter 
really  didn't  care  about  the  demise  of 
capitalism.  He  considered  himself  a 
preferred  member  of  the  talented 
elite,  who  could  make  socialism  run 
even  better  than  capitalism.  I  now 
have  an  entire  chapter  devoted  to 
Schumpeter  and  his  contradictions. 
He's  a  wonderful  man. 
Your  book  has  chapters  on  Marx, 
Keynes  and  Schumpeter,  but  you 
do  not  even  mention  Ludwig  von 
Mises,  and  hardly  quote  Friedrich 
Hayek  at  all,  yet  these  Austrian 
economists  have  proven  so  pre- 
scient. Don't  they  deserve  greater 
exposure? 

I  spent  the  summer  reading  Hayek's 
The  Constitution  of  Liberty.  He  has 
this  remarkable  picture  of  the  market 
system  generating  information  so 
people  can  do  the  things  they  need  to 
do.  He  writes  beautifully. 

On  the  other  hand,  I  find  Mises 


"[In  1988]  things  were 
going  poorly  in  the 
U.S.S.R. 1  remember 
having  dinner  with  an  old 
friend,  and  we  were 
talking  about  what's  go- 
ing on  with  the  Soviets. 
He  said  the  system  just 
doesn't  work.  I  said, 
that's  right." 


impossible.  I  just  don't  buy  the  practi- 
cality of  his  theory  of  praxeology.  I 
can't  take  his  book  Human  Action 
seriously.  He  said  socialism  is  impossi- 
ble, and  he  turned  out  to  be  right.  But 
he  was  not  terribly  convincing  to  me. 
He  was  so  dogmatic. 
How  do  you  view  the  future  of 
capitalism  over  the  next  30  years? 
Capitalism  is,  and  always  has  been,  in 
crisis.  This  is  the  great  problem  of  our 
age.  Capitalism  will  continue  to  pro- 
duce dynamic  results,  both  good  and 
bad.  If  it  works  very  badly,  I  don't 
know  what  to  do  next. 
While  you  repudiate  socialism,  you 
have  not  embraced  a  laissez-faire, 
noninterventionist     approach     to 


dealing  with  capitalist  economies' 
fluctuations.  Yet  the  record  of  gov- 
ernment intervention  is  not  exactly 
reassuring. 

When  government  pushes  button  A, 
you  don't  always  get  result  A.  They 
push  B,  and  get  something  else. 

On  the  other  hand,  what  Friedman, 
Hayek  and  Mises  don't  say,  and  what 
I  do  say,  is  that  tremendous  problems 
come  out  of  the  workings  of  the 
market.  Problems  from  ecology  to  the 
banking  crisis.  To  deal  with  these 
problems,  you  have  one  of  two 
choices.  You  can  do  nothing  and  let 
the  problems  run  their  course,  which 
may  be  very  dangerous.  Or  you  can  do 
something.  It's  either  laissez-faire,  or 
intervention  by  the  state. 

We  know  that  intervention  never 
produces  quite  the  results  we  expect. 
Take  deregulation.  It  produces  both 
good  and  bad  results.  We  have  the 
hub  system  in  the  airlines,  which  a  lot 
of  people  don't  like.  We  have  deregu- 
lation of  AT&T,  which  I  hate. 

I  dimly  foresaw  an  ecological  crisis 
coming.  Is  the  market  going  to  take 
care  of  this  by  itself? 
Peter  Drucker  thinks  that  wealth 
created  by  market  capitalism  en- 


To  sleep  like  a  baby.  It's  everyone's  dream. 

Unfortunately,  when  you  find  out  how 
much  things  cost,  it's  hard  to  do. 

When  you  work  hard  all  day,  you  shouldn't 
have  to  lose  sleep  worrying  about  your 
investments. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

You'll  sleep  better. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax- Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  prospectuses  by  calling  1-800-621-1048. 
Read  them  carefully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
Investors  Life  Insurance  Company. 


Kemper? 
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A  concern  for  your  futuret 
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Concern.  Sh^Cannot  Sleep 

Well  At  Night  Unless 
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MarleneVCei 
Housekeeper 
I'our  Seasons  Hotel 


X 


Her  radiant  smile  belies  a  steely  determination  —  to  transform  your  room  into  a  haven  of  tranquility.  Wit  h  pi  I L  >ws  t  he 
way  you  like  them,  French-milled  soaps,  and  stacks  o  thick  bath  towels,  morning  and  night.  Like  nor  untiring  caueagUM  who 
press  your  jacket  within  the  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  messages,     ,^v^Ji 
Marlene's  mission  is  to  enhance  yourpersonal  comfort  and,  in  turn,  your  professional  efficiency  the      Iw-»|  ir-  CcdCflllC 
following  day.  Which  makes  a  Four  Seasons  Hotel  the  kind  of  investment  you  never  lose  Bleep  I >wr.         HOlGlS *  I  iGSOITS 
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ables  countries  to  deal  with  world- 
wide environmental  problems. 

Yes,  he  might  be  right. 

Did  Marxism  die  with  socialism? 

No,  I  don't  think  Marx  is  dead.  The 
Soviet  system  is  dead.  There  isn't 
really  anything  left  to  it.  But  of  Marx's 
entire  opus  of  writings,  only  1%  is 
about  socialism.  He  was  primarily  in- 
terested in  capitalism,  and  what  he 
said  about  capitalism  is,  I  think,  pro- 
foundly important. 

What  I  like  about  Marx  is  his  view 
of  philosophy  and  history.  Marx 
stressed  capitalism's  internal  dynam- 
ics, the  essence  of  capitalism.  But 
what  I'm  against  is  the  Marxisms,  the 
connection  with  socialism.  The  revo- 
lution toward  socialism,  I've  never 
bought  that.  What  comes  out  of  this 
process,  as  Marx  describes  it,  could  be 
very  ugly. 

But  Marx  has  a  lot  to  say  about  the 
capitalist  system.  There  is  a  tremen- 
dous tendency  today  by  conventional 
economists  to  see  most  problems  de- 
scending out  of  the  blue.  On  the 
conservative  side,  they  descend  from 
the  government.  On  the  liberal  side, 
they  descend  from  an  oil  shock  or 
something  outside  the  system.  But 
it's  really  all  the  workings  of  the  sys- 
tem, the  technology  of  the  market, 
the  striving,  pushing,  shoving. 
Speaking  of  pushing  and  shoving, 
there's  the  recent  book  you  wrote 
with  Peter  Bernstein,  The  Debt  and 
the  Deficit  (W.W.  Norton  &  Co., 
$12.95),  in  which  you  tell  people 
not  to  worry  about  the  federal  defi- 
cit. But  with  the  federal  deficit  ap- 
proaching $500  billion,  if  you  in- 
clude off- budget  items,  haven't  we 
reached  a  crisis  stage? 
Not  quite.  "Deficit"  is  a  very  scary 
word.  But  I've  always  felt  that  you 
have  to  look  at  it  from  the  perspective 
of  how  big  it  is  compared  with  nation- 
al wealth.  And,  you  know,  we're  right 
in  the  middle  of  the  range  so  far  as  the 
ratio  of  debt  to  wealth  goes,  same  as 
Canada  and  Japan. 

But  it's  moving  up  as  a  percentage 
of  national  wealth. 
All  capitalist  governments  borrow 
money.  The  real  question  is,  what  for? 
If  you  could  show  that  we  borrow 
money  for  good  things,  such  as  re- 
building cities,  who'd  complain? 
Then  you  wouldn't  have  this  silly 
business  about  crowding  out.  Instead 


of  building  a  private  plant  you  build  a 
public  bridge  or  school. 

It  isn't  that  I  pooh-pooh  the  deficit. 
I  pooh-pooh  the  alarmists,  people 
wringing  their  hands  about  the  defi- 
cit. What  I  really  call  for  is  an  examina- 
tion of  what  the  deficit  is  spent  on. 
Herbert  Stein  is  a  conservative  econo- 
mist who  thinks  you  should  count 
military  assets  like  tanks  as  a  part  of 
capital  public  wealth.  I  don't  think  so. 
Is  Keynesianism  dead? 
Oh,  I  don't  think  so.  Keynes  is  a  major 
figure.  He  changed  the  vocabulary  of 
economics.  He  made  two  significant 
contributions:  First,  that  the  national 
economy  could  be  open  to  manipula- 
tion. Second,  Keynes'  rather  benign 
view  of  capitalism's  future,  you  know, 
interest  rates  will  go  down,  more 
goods  will  be  produced,  etc.  I  think 
it's  a  little  shallow,  but  I  like  it. 


Says  Heilbroner:  The  people  on 

the  left . . .  have  absolutely 

no  vision  beyond  the  present  scene. 


Schumpeter  is  more  interesting  and 
more  imaginative,  but  he  never  had 
the  policy  impact  Keynes  has.  And 
now,  in  this  modern  era,  there  is  no 
successor  to  Schumpeter.  Not  even 
the  people  on  the  left  have  any  scenar- 
io. They  have  scenarios  of  capitalist 
breakdown.  They  have  scenarios  of 
mounting  tensions  in  the  world.  But 
they  have  absolutely  no  vision  beyond 
the  present  scene. 

What's  your  vision  of  the  world  in 
the  beginning  of  the  21st  century? 
Who  the  hell  knows?  I  do  take  ecolo- 
gy very  seriously.  H 


Mark  Skousen  is  adjunct  professor  of 
economics  and  finance  at  Rollins  College, 
Winter  Park,  Fla.  His  most  recently 
published  book  is  Economics  on  Trial 
(Dow  Jones  Irwin,  1991). 
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While  most  economists  and  business  people 
applauded  the  Fed's  lowering  of  interest  rates,  a 
powerful  new  school  of  economics  merely  scoffed, 

A  touch  of  the 
invisible  hand 


By  Dana  Wechsler  Linden 

Will  the  early  May  Fed  cuts  in  the 
discount  rate  and  the  subsequent  low- 
ering in  bank  prime  lending  rates  pull 
the  U.S.  out  of  recession?  The  answer 
depends  on  which  school  of  econom- 
ics you  belong  to. 

Keynesians  and  New  Keynesians 
say  the  Fed  is  on  the  right  track,  even  if 
it  acted  late  and  too  hesitantly  for 
their  tastes.  John  Maynard  Keynes 
taught  55  years  ago  that  cutting  inter- 
est rates  leads  to  more  borrowing, 
consumption  and  investment,  and 
that  this  increased  demand  puts  an 
end  to  recessions. 

Traditionalist  Keynesian  models 
have  been  under  attack  by  academic 
economists  for  over  a  decade.  But 
New  Keynesians,  the  folks  who  con- 
vinced us  that  they  could  "fine-tune" 
the  economy  with  a  combination  of 
fiscal  and  monetary  policy,  remain 
influential  both  in  the  academy  and  in 
the  Fed.  In  cutting  interest  rates  as  an 
anti-recession  move,  the  Fed  was  do- 
ing something  of  a  New  Keynesian 
knee  jerk. 

But  there  is  another  theory,  gaining 
ground  but  still  relatively  obscure, 
which  views  such  Fed  moves  as  futile 
and  indeed  perhaps  self-defeating. 
University  of  Rochester  economics 
professor  Charles  Plosser  is  a  pioneer 
of  the  new  economic  theory  known  as 
"real  business  cycle  theory." 

According  to  real  business  cycle 
theory,  recessions  result  when  the 
economy  is  hit  by  shocks  that  often 
have  little  to  do  with  economic  policy, 
for  example,  technological  develop- 
ments, earthquakes,  oil  cartels  and  so 
on.  These,  in  economic  jargon,  are 
"real"  and  are  not  caused  by  interest 
rates  or  money  supply. 


So  what's  Plosser's  advice  to  the 
Fed?  "Stick  to  a  stable  policy,  and 
don't  try  to  inflate  your  way  out  of  a 
recession,"  he  replies.  "Monetary 
policy  is  not  a  cure  for  real  shocks." 

This  flies  counter  to  the  interven- 
tionist frame  of  mind  that  is  so  preva- 
lent in  most  modern  economics. 
Most  economists  (and  probably  most 
businessmen)  feel  instinctivelv  that 


when  the  subject  is  business  cycles, 
money  matters,  and  that  government 
should  take  an  activist  role.  Econo- 
mists ranging  from  Milton  Friedman 
to  John  Kenneth  Galbraith  have  ar- 
gued that  the  1929-33  and  1937-38 
recessions  were  largely  the  fault  of  the 
Federal  Reserve  Board,  which  al- 
lowed liquidity  to  drain  from  the  sys- 
tem at  precisely  the  time  it  should 
have  been  putting  money  in.  Likewise 
in  1981-82,  and  perhaps  right  now. 

Nonsense,  Plosser  says:  A  pro- 
longed autoworkers'  strike  preceded 
the  recession  of  1957-58.  The  Arab 
oil  embargo  preceded  the  1974-75 
recession.  Oil  shocks  and  credit  con- 
trols preceded  the  severe  recession  of 
1981-82.  Plosser  considers  the  cur- 
rent recession  a  classic  example  of  a 
real  business  cycle,  resulting  from  a 
collection  of  small  shocks:  the  savings 
and  loan  crisis,  the  anticipation  of  tax 
increases  and  the  invasion  of  Kuwait. 

In  a  free  market  economy,  these 
shocks  are  dealt  with  by  millions  of 
individuals  and  businesses.  Thev  ad- 
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just  their  behavior  according  to  the 
new  circumstances,  and  the  economy 
gradually  comes  back  on  an  even  keel; 
the  less  the  government  does,  the 
better.  This  line  of  reasoning  is  very 
much  in  the  spirit  of  Adam  Smith's 
"invisible  hand"  theory.  Not  surpris- 
ingly, real  business  cycle  theory 
springs  from  what  is  called  the  New 
Classical  school  of  economics,  which 
has  abandoned  Keynes  and  gone  back 
to  Smith  for  inspiration. 

New  Keynesianism  still  dominates 
thinking  among  most  policymakers. 
The  Federal  Reserve,  perhaps  for  lack 
of  anything  better,  is  for  the  moment 
still  using  what  amounts  to  an  updat- 
ed Keynesian  model  to  predict  the 
effect  of  monetary  policy  changes  on 
inflation  and  unemployment.  No  ad- 
vocate of  real  business  cycle  theory 
has  yet  been  appointed  to  the  Council 
of  Economic  Advisers. 

But  the  new  thinking  is  gaining 
ground.  University  of  Minnesota  pro- 
fessor Edward  Prescott  is  another  pio- 
neer of  real  business  cycle  theory.  He 


claims  that  New  Classicists  deserve 
some  credit  for  the  Federal  Reserve's 
passivity  last  fall  when  it  refused  to  act 
to  lower  interest  rates  despite  clear 
signs  the  economy  was  weakening. 

One  Federal  Reserve  official  con- 
fides that  even  though  it  is  a  minority 
view  at  the  Fed,  "We  do  try  to  keep  in 
mind  what  real  business  cycle  theory 
would  mean  for  policy.  Last  fall  that 
view  was  fairly  well  aired." 

Ideas  generally  spread  from  acade- 
mia  to  the  outside  world,  and  this  one 
has  already  made  considerable  impact 
in  the  universities,  even  if  it  is  still 
relatively  obscure  in  the  bigger  world. 
Five  or  six  years  ago,  perhaps  10%  of 
the  first-year  reading  lists  of  econom- 
ics graduate  schools  included  articles 
on  real  business  cycle  theory.  Now 
almost  all  do.  U.S.  universities  now 
roughly  divide  into  those  that  are 
identified  with  New  Keynesianism — 
Harvard,  Wharton  and  mit — and 
those  that  teach  New  Classical  eco- 
nomics— University  of  Minnesota, 
University  of  Chicago  and  University 


of  Rochester.  Minnesota's  Prescott 
jokes,  "Our  students  are  puzzled 
when  you  mention  Keynes." 

Nobel  laureate  Paul  Samuelson,  a 
dean  of  Keynesian  economists,  says: 
"I've  always  thought  that  New  Classi- 
cal economics  is  a  serious  challenge,  a 
more  serious  challenge  than  monetar- 
ism was.  But  what's  going  to  end  up 
[as  the  next  generally  accepted  para- 
digm] is  something  in  between."  Mi- 
chael Boskin,  chairman  of  the  Council 
of  Economic  Advisers,  agrees  that  the 
New  Classical  economics  must  be  tak- 
en seriously,  adding:  "I  don't  think 
there  will  ever  be  one  single,  accepted 
model  again.  My  own  thinking  has 
been  influenced  by  all  of  these  schools 
of  thought — New  Keynesian,  mone- 
tarist, supply-side  and  New  Classical. 
A  synthesis  of  them  will  continue  to 
evolve  as  the  new  mainstream  ma- 
croeconomics." 

Early  New  Classical  models  used 
high-powered  mathematics  that  re- 
stricted the  theory's  wider  influence. 
Through  mathematics  its  adherents 
tried  to  demonstrate  that  booms  and 
recessions  are  natural  and  efficient 
occurrences,  efficient  in  that  they  help 
the  economy  adjust  to  outside  shocks. 
Trying  to  even  out  these  booms  and 
recessions  through  fine-tuning  inter- 
feres with  the  economy's  own  natural 
restorative  powers. 

New  Keynesians  like  Harvard  Uni- 
versity's Gregory  Mankiw  argue  that 
real  business  cycle  theory  is  "poten- 
tially dangerous"  because  it  could 
convince  policymakers  that  macro- 
economic  policy  intervention  is  un- 
necessary. Which  is  precisely  what  the 
New  Classicists  hope  to  accomplish. 
"The  two  schools  barely  talk  to  each 
other,"  says  MIT  economics  professor 
Paul  Krugman. 

The  slow  spread  of  their  theory  to 
policymakers  doesn't  much  disturb 
the  New  Classicists.  Says  Prescott: 
"Look  at  the  history  of  science.  Mod- 
ern chemistry  was  introduced  as  early 
as  1810  by  Dalton,  and  50  years  later 
there  were  some  professors  still  teach- 
ing pre-Daltonian  chemistry.  There 
are  always  people  fighting  the  last 
wars." 

In  an  era  when  government  plan- 
ning and  other  forms  of  intervention- 
ism  are  falling  almost  everywhere  into 
disrepute,  it  may  be  that  the  future 
belongs  to  the  New  Classicists.      ■■ 
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In  many  ways,  professional  baseball 
is  socialistic.  Privatizing  the  game 
may  be  the  only  way  to  save  it. 


Majo 

league 

socialism 


By  Norm  Alster 

Imagine  an  industry  where  employ- 
ers surrender  the  right  to  set  the 
salaries  of  workers  with  three  or  more 
years,  of  service.  Imagine  salaries 
jumping  more  than  2,000%  over  20 
years  to  a  point  where  one  in  three 
employees  now  earns  $1  million  or 
more  a  year.  Now  imagine  that  only  a 
handful  of  enterprises  in  this  industry 
are  prospering,  with  an  ever-growing 
number  running  in  the  red.  Finally, 
imagine  a  system  where  the  rules  are 
changed  again  and  again  to  penalize 
the  successful  competitors  in  hopes 
that  the  weaker  enterprises  can  stay  in 
business. 

The  industry  we're  talking  about  is, 
of  course,  major  league  baseball,  an 
enterprise  that  has  much  in  common 
with  socialist  bureaucracy. 

Everyone  knows  that  players'  sala- 
ries threaten  to  destroy  the  game.  In 
1970  the  average  major  league  base- 
ball salary  was  $28,000.  Last  year  it 
was  $580,000.  In  1991  more  than 
220  ballplayers  will  be  earning  $1 
million  or  more,  and  at  least  32  play- 
ers will  earn  $3  million  or  more  (see 
table,  p.  146).  Top  take?  Slender  slug- 
ger Darryl  Strawberry  will  make  $3.8 
million  this  year  playing  for  the  Los 
Angeles  Dodgers. 

The  players  and  their  agents  (who 
typically  get  5%  of  those  salaries)  ar- 
gue that  the  players  are  entertainers, 
and  should  be  paid  like  television 
stars.  Indeed,  gains  in  revenue  from 
television  contracts  and  from  rising 
attendance  have  allowed  some  teams 
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Darryl  Strawberry 

Television  losses:  a 

cloud  on  the  horizon. 


to  prosper  and  others,  like  the  Minne- 
sota Twins,  to  hang  on.  Even  so,  says 
Major  League  Baseball  Commission- 
er Fay  Vincent,  "8  to  10"  of  the  26 
major  league  clubs  lost  money  last 
season. 

"In  my  judgment  baseball  is  going 
to  have  a  very  severe  time,"  predicts 
Houston  Astros  owner  John  McMul- 
len,  who  is  trying  to  sell  his  team 
(asking  price:  more  than  $95  million). 
"People  are  going  to  be  surprised  at 
the  losses  that  are  taken.  An  extraordi- 
nary amount  will  be  lost." 

The  men  who  own  the  teams  are 
invariably  successful  business  people. 
Why  can't  they  run  their  teams  with 
the  same  skill  with  which  they  manage 
their  other  interests?  Because  in  base- 
ball, observes  John  Harrington,  presi- 
dent of  the  company  that  controls  the 
Boston  Red  Sox,  the  owners  find  "the 
whole  environment  is  so  restrictive, 


g 

5. 


and  their  power  is  so  limited." 

Consider  the  insidious  process  of 
salary  arbitration.  Once  a  player  has 
accumulated  three  years  of  service 
with  a  team,  he  can  demand  that  his 
salary  be  set  through  a  process  of 
binding  arbitration  to  which  the  own 
ers  must  submit.  "It's  a  nightmare," 
says  the  Astros'  McMullen.  "The 
players  can't  lose." 

In   arbitration,  the  club  makes  a 
specific  dollar  otter,  and  the  player 
makes  a  specific  demand.  The  arbitra 
tor  must  choose  one   figure  or  t he- 
other;  nothing  in  between,  and  noth 
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a  chauffeur.  By  a  need— to  excel.  Which  explains  his 


Sybaritic  luxury  means  you  loaf  along  at  un- 


choice  of  motor  car.  The  one  AutoCar  &  Motor  calls       mentkmable  speeds  in  a  mach  that  takes  Rolh-Royce 
''an  outrageous  concoction  of  sledgehammer  perfor-       Motor  Cars  100  days  to  hand-build.  Atop  a  suspen- 


mance  and  sybaritic  luxury.' 


sion  that  follows  your  every  whim.  In  a  cabin  with 


Sledgehammer  performance,  in  Bentler  terms,        enough  Connolly  hide  to  carpet  a  10ft.  by  26ft.  room, 
means  a  turbocharged  6.75    ""^s^^^^^l^P^^^SF^^SSSr^  Lacking  race  (rack 

liter  VS  whose  Herculean  ~~^&2W(     t?      )^§8^~'       experience,  your  chauffeur, 

torquemakesturbolagobsolete.lt  ^^^""^w^  at  ^°^  should  have  a  pilot's 

means  5300  pounds  of  steel  sculpture        ^^liiwi^r        license.  Call  1-313-441-1234. 

Have¥)u  FlownThe  Bentley  Turbo  R? 

©  Rolls-Royce  Motor  Cars  Inc.,  1()(M.  The  names  "Bendey"  and  "lurbo  R."  and  the  badge  and  radiator  grille  an-  registered  trademarks. 
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Baseball 


How  to  get  rich 
in  baseball 
without  really 
succeeding 


California  Angels'  first 
baseman  VVally  Joyner  got 
off  to  a  good  start  as  a 
major  leaguer  and  was  earn- 
ing a  respectable  salary  of 
$340,000  after  two  sea- 
sons. Joyner's  perfor- 
mance has  fallen  off  precipi- 
tously since  then:  After 
hitting  56  homers  his  first 
two  years  he's  managed  a 
total  of  just  37  in  his  last 
three.  No  matter.  Joy- 
ner's salary  this  year  will  be 
$2.1  million.  Only  in 
baseball  can  a  player  sextu- 
ple his  salary  despite 
steadily  declining 
productivity. 

Joyner's  pay  is  the  re- 
sult of  the  salary  arbitration 
process  that  puts  the  play- 
ers in  a  can't-lose  position 
in  their  negotiations  with 
team  owners.  When  players 


Pete  Incaviglia  and  Wally  Joyner 

Joyner's  pay  rises  as  his  productivity  falls; 

Incaviglia  is  priced  out  of  a  Ranger  uniform. 


like  Joyner  get  a  big  raise, 
the  stage  is  set  for  another 
player  to  demand  even 
more.  And  movement  is  in 
only  one  direction  be- 
cause, in  another  one  of 
those  anachronistic  base- 
ball regulations,  clubs  are 
forbidden  to  cut  a 
player's  salary  by  more  than 
20%  a  year  or  30%  in  two 
years — although  owners 
can,  of  course,  drop  a 
player  altogether. 


Many  clubs  fear  the  ar- 
bitration process  so  much 
they  "acquiesce  and  ac- 
commodate" the  player  to 
sign  him  without  a  hear- 
ing, says  Tal  Smith,  who 
represents  owners  in  arbi- 
tration hearings.  Thus, 
players  eligible  for  arbi- 
tration who  come  to  terms 
with  their  teams  before  a 
hearing  win  raises  that  aver- 
age a  mere  77%. 

Teams  are  also  reluc- 


tant to  offend  players  with 
cuts  or  meager  raise  of- 
fers. "There  are  very  few 
cuts  that  are  tendered," 
says  Smith.  "I  personally 
think  that's  a  mistake." 

It  used  to  be  unheard 
of  for  a  talented  young 
player  to  be  released  by 
his  team,  but  the  Kansas 
City  Royals  dropped  an 
injured  Bo  Jackson  this 
year,  and  the  practice 
of  dumping  overpaid 
underachieves  could 
catch  on. 

Consider  Pete  Incavig- 
lia. Coming  off  a  season  in 
which  he  hit  a  pallid  .233, 
the  27-year-old  Texas 
Ranger  outfielder  de- 
manded $2.1  million  in  ar- 
bitration. Before  his  hear- 
ing came  up,  he  settled  with 
the  Rangers  for  $1.7  mil- 
lion. But  just  before  the 
season  started,  the  Rang- 
ers released  him.  Incaviglia 
now  makes  a  reported 
$500,000  with  the  Detroit 
Tigers — perhaps  a  sign 
that  players  have  begun  to 
price  themselves  out  of 
their  jobs.  -N.A.  Bl 


ing  outside  the  owner-player  bid-ask 
spread.  The  owners  generally  offer 
relatively  high  amounts,  on  the 
grounds  that  they  don't  want  their 
bids  dismissed  out  of  hand.  Last  year 
the  average  raise  when  the  player  won 
in  arbitration  was  141%.  When  the 
team  won,  the  average  raise  was  still 
110%.  And  each  lavish  arbitration 
award  becomes  precedent  for  the  next 
hearing  (see  box,  above). 

What  about  those  juicy  broadcast 
rights  fees  the  teams  charge?  National 
TV  contracts  were  worth  $350  million 
last  year.  But  both  CBS  and  ESPN  lost 
money  on  the  deal.  CBS  reportedly 
asked  for  a  rebate,  which  Fay  Vincent 
has  thus  far  resisted.  Vincent  ac- 
knowledges that  network  losses  rep- 
resent "a  definite  cloud  on  the  hori- 
zon" of  franchise  revenues  and, 
therefore,  values. 

The  value  of  existing  franchises  al- 
ready appears  to  be  headed  down- 
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ward.  Last  year  the  San  Diego  Padres 
were  sold  for  an  estimated  $75  mil- 
lion— slightly  less  than  the  Seattle 
Mariners  had  fetched  the  year  be- 
fore— yet  San  Diego  has  generally 
fielded  better  teams  in  front  of  much 
bigger  crowds  than  Seattle  draws. 
Twins  owner  Carl  Pohlad  sees  the 
Seattle  sale  as  "the  peak"  leading  to  a 
"definite  trend  downwards"  that 
could  trim  franchise  values  by  as  much 
as  20%. 

More  ominous  still:  The  teams  that 
are  suffering  the  most  financially — 
teams  in  smaller  cities — are  pushing 
for  new  rules  and  regulations  that 
could  actually  make  things  worse. 
These  changes  generally  involve  put- 
ting more  spending  restraints  on  the 
wealthier  franchises,  like  those  in  New 
York,  Los  Angeles,  Chicago  and  Bos- 
ton. But  a  good  measure  of  baseball's 
current  problems  derive  from  just 
such  efforts  to  help  weak  teams  by 


penalizing  strong  teams. 

As  seen  by  owners  of  teams  in 
smaller  cities,  the  problem  is  that 
clubs  in  New  York,  Los  Angeles  and 
Chicago  have  much  greater  revenues. 
Chiefly,  this  is  because  the  bigger 
teams  receive  more  from  local  broad- 
cast rights.  The  Yankees,  for  example, 
get  around  $40  million  a  year  from 
their  TV  deal  with  Madison  Square 
Garden  Network.  The  Twins,  by  con 
trast,  get  just  over  $4  million  for  local 
media  rights. 

Such  disparities  allow  the  big  at v 
franchises  to  pay  big  money  for  free 
agents.  The  wealthy  Red  Sox,  for 
example,  spent  over  $25  million  on 
free  agent  signings  this  winter.  But 
the  Sox  have  annual  revenues  of  $75 
million  or  more  and  can  afford  their 
bulging  payroll  of  more  than  $35 
million  this  year. 

How  to  keep  the  poorer  teams 
from  being  drained  of  talent  In  the 
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Decisions.  As  an 
active  manager 
of  $25  million, 
how  do  you  make 
the  best  ones? 


As  an  active  and  successful 
investor,  you  recognize  that 
the  quality  of  your  invest- 
ment decisions  is  only  as 
good  as  the  information 
you  have. 

And  because  you  active- 
ly manage  a  substantial 
portfolio — for  personal, 


family,  or  business 
interests — you  probably 
use  several  firms  for 
trading,  safekeeping,  or 
ideas. 

Do  you  wonder  whether 
you  are  getting  everything 
possible  from  them?  Are 
they  as  strongly  committed 
to  your  objectives  as  to 
their  own? 

J.R  Morgan's  private 
bankers  welcome  the 
opportunity  to  explain  how 
Morgan  provides  active 
individual  investors  with 
investment  insight,  not 
hindsight. 

At  J.R  Morgan,  you  can 
draw  upon  our  global 


expertise  in  securities 
trading,  safekeeping, 
foreign  exchange  services, 
and  private  investments. 

You  will  have  access  to 
the  same  resources  for 
equity,  fixed-income,  and 
money  market  investments 
that  are  available  to 
Morgan  s  largest  corporate 
and  sovereign  clients. 
And  you  have  access  to 
The  Pierpont  Funds, 
which  offer  many  diver- 
sified investment  options. 

Any  or  all  of  these 
services  can  be  coordi- 
nated in  a  total  banking 
relationship,  providing  the 
high  quality  and  personal 


attention  for  which 
J.P  Morgan  is  known. 

If  you  enjoy  managing 
your  own  assets — of 
$5  million  or  more — and 
want  to  see  if  you  can  be 
better  served  than  by  your 
present  resources,  contact 
the  private  bankers  at  J.P 
Morgan.  Call  George 
W.  Rowe,  President, 
J.R  Morgan  California. 
(213)  489-9310. 


C  1491  J.P  Morgan  &  Co.  Incorporated 

The  Pierpont  Funds  are  no-load  funds  distributed  by  TBC  Funds  Distributor,  Inc.  Morgan 
Guaranty  serves  as  investment  advisor  to  The  Funds  and  makes  The  Funds  available  solely  in 
ii-  capacity  as  shareholder  servicing  agent  for  customers.  The  Funds  are  not  an  obligation  of 
Morgan  Guaranty  and  are  not  insured  oy  the  FDIC. 


Private  Banking 
in  California 


J  P  Morgan 


Baseball 


Losing  by 
winning 


In  the  past,  professional 
sports  team  owners  have 
had  a  way  of  crying  about 
their  teams'  finances  all  the 
way  to  the  bank  (Forbes, 
Apr.  1).  But  Minnesota 
Twins  owner  Carl  Pohlad 
produces  figures  showing 
that  a  lot  of  red  ink  really 
is  mixing  in  with  the  croco- 
dile tears  these  days. 

Starting  in  1985,  Poh- 
lad and  Twins  general  man- 
ager Andy  MacPhail  built 
the  club  with  modesdy  paid 
talent.  This  paid  off  in 
1987,  when  the  frisky 
Twins  defeated  the  St. 
Louis  Cardinals  in  the 
World  Series.  But  then, 
egged  on  by  their  agents 
and  other  players,  the 
Twins  star  players  demand- 
ed multimillion-dollar 
contracts.  The  Twins 
obliged  two  (Kirby  Puck- 
ett  and  Kent  Hrbek),  trad- 
ed one  (Frank  Viola)  and 
eventually  lost  two  ( Jeff 
Reardon,  Gary  Gaetii)  to 
free  agency. 

Pohlad  says  the  Twins 
could  lose  $5  million  or 
more  this  year.  Payroll, 
which  is  still  below  the 
league  average,  comes  to 
$21.5  million.  Insurance 


for  key  players  costs  $1.5 
million.  Running  the  club's 
minor  league  teams  costs 
about  $2.4  million,  with 
another  $2.3  million  for 
about  two  dozen  full-time 
scouts.  More  than  $2  mil- 
lion goes  to  the  players' 
pension  fund.  Another 
$12  million  goes  for  travel, 
bats,  balls,  ushers,  securi- 
ty, lawyers,  accountants. 
Add  to  that  net  interest 
expense  of  $2.6  million, 
and  Pohlad  anticipates 
1991  expenses  of  around 
$45  million. 

Against  that,  revenues 
should  total  roughly  $40 
million,  according  to 
Twins  President  Jerry  Bell, 
including  $13.6  million 
from  gate  receipts  and  the 
$14.4  million  each  ball 
club  gets  from  the  CBS  and 
ESPN  contracts.  Local  me- 
dia contracts  are  worth 
$4.2  million.  Conces- 
sions pitch  in  $2.8  million. 
Income  from  licensing 
(of,  for  example,  the  Twins 
logo  to  jacket  and  cap 
manufacturers),  advertis- 
ing and  novelty  sales 
comes  to  $4  million. 

Pohlad  says  the  pro- 
jected 1991  loss  comes  af- 


Minnesota  Twins  owner  Carl  Pohlad 

Modestly  priced  talent  won  him  a  World  Series. 

With  today's  salaries  he  expects  a  $5  million  loss. 


ter  operating  losses  total- 
ing nearly  $3  million  over 
the  last  two  years.  Pohlad, 
a  college  dropout  who 
made  a  fortune  in  bank- 
ing and  Pepsi  bottling,  says 


he  isn't  in  the  game  for 
the  money.  'T  don't  con- 
sider baseball  a  profes- 
sional sport,"  he  explains. 
"I  consider  baseball  a 
family  culture."   -N.A.    I 


wealthy  teams?  Baseball  owners 
thought  they  had  a  solution  last  year 
when  they  proposed  price  controls,  in 
the  form  of  a  salary  cap.  Players  would 
receive  a  fixed  share  of  baseball's  gross 
revenues,  and  teams  would  be  limited 
to  essentially  the  same  payrolls  in 
distributing  that  sum  to  players.  The 
big-market  Yankees  and  Dodgers,  in 
other  words,  could  spend  no  more  on 
players  than  could  the  small-market 
Twins  and  Mariners. 

But  the  salary  cap  idea  was  swiftly 
torpedoed  by  the  players'  union,  the 
Major  League  Players'  Association, 
which  figured  the  cap  would  reduce 


the  players'  bargaining  power,  mlpa 
Executive  Director  Donald  Fehr  suc- 
cincdy  outlines  the  mlpa's  negotiat- 
ing philosophy:  "The  players  aren't 
going  to  accept  less." 

With  the  salary  cap  idea  shelved, 
some  team  owners  have  been  floating 
a  plan  that  would  simply  require  all 
teams,  rich  and  poor  alike,  to  throw 
their  local  media  revenues  in  a  pool  to 
be  evenly  divided  by  all.  From  each 
according  to  his  audience,  to  each 
according  to  his  need.  But  this  is  so 
radical,  divisive  and  legally  dubious 
that  it  has  never  come  up  for  an 
ownership  vote.  "It's  socialistic,"  says 


the  Red  Sox's  Harrington,  "very  de- 
motivating."  And  very  much  in  base- 
ball's recent  tradition. 

Like  other  professional  sports, 
baseball  rewards  the  weakest  teams 
with  first  crack  at  the  young  talent 
coming  out  of  high  school  and  col- 
lege each  year.  Moreover,  teams  that 
sign  free  agents  (often  the  wealthier 
teams)  generally  lose  top  draft 
choices. 

Weaker  teams  further  benefit  from 
the  rules  in  sharing  gate  receipts  and 
local  cable  money.  This  results  in  a  net 
outflow  of  revenues  for  Kama  tli.u  dllM 
relatively  large  crowds  and  have  relative 
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Tenneco: 

on  the  nature 

of  our  business. 


At 
Tenneco, 
we  believe  build- 
ing   our    businesses 
and  meeting  environmental 
needs  can  be  done  in  harmony. 
Clean-burning  natural  gas 
carried  by  our  expanding  pipe- 
line system  meets  demands  for  cleaner 
air.  In  farm  and  construction  equipment,  we 
are  developing  engines  with  reduced  emissions  for 
off-road  diesel  vehicles.  Noise  cancellation  technology 
and  non-asbestos  brakes  are  new  ventures  for  our  automotive 
business.  Our  shipyard  has  led  the  effort  to  remove  a 
potentially  hazardous  substance  from  marine  paints.  Our 
packaging  division  helps  reduce  waste  entering  America's  land 
fills  by  making  products  containing  50  to  100  percent  post-consumer 
fibre  and  offering  alternatives  to  foam  containers.  The  sodium  chlorate 
our  chemical  business  produces  offers  the  pulp  and  paper  industry  an  envi- 
ronmentally sound  chemical  for  bleaching  paper.  And  our  minerals  company  re- 
cently donated  mineral  rights  on  100,000  acres  of  ecologically  important  land  to  The 

Nature 
Conser- 
vancy to 
preserve 
valuable 
national 
resources. 
It  is  all  a 
natural  part  of  Tenneco's  growth.  For  more  information,  call  1-800-345-9027. 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Tenneco  Automotive  •  Newport  News  Shipbuilding 
Packaging  Corporation  of  America  •  Albright  &.  Wilson  (chemicals )/Tenneco  Minerals. 
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lucrative  cable  contracts. 
The  Red  Sox,  for  example, 
paid  out  $2  million  more 
than  they  took  in  last  year 
under  this  program. 

The  problem,  and  it  is 
growing  critical,  is  this: 
While  owners  try  to  make 
the  game  fair  for  smaller 
teams  like  Milwaukee  and 
Cleveland,  they  often  over- 
look the  point  that  teams  in 
New  York  and  Los  Angeles 
have  powerful  revenue 
streams  for  the  simple  rea- 
son that  they  have  more 
fans.  As  Paul  Bortz,  a  televi- 
sion and  professional  sports 
consultant,  observes,  the 
highest  television  ratings 
will  generally  go  to  "a  big- 
market  team  that's  doing 
well."  At  a  time  when  base- 


Most  valuable  players 

Player/team 

1991  salary       1 

.ength  of  contract 

Total  package 

($mil) 

(years) 

($mil) 

Darryl  Strawberry/Dodgers 

$3.80 

5 

$20.2 

Will  Clark/Giants 

3.75 

4 

15.0 

Kevin  Mitchell/Giants 

3.75 

4 

<       15.0 

Joe  Carter/Blue  Jays 

3.67 

3 

9.2 

Mark  Davis/Royals 

3.63 

4 

13.0 

Eric  Davis/Reds 

3.60 

3 

9.3 

Willie  McGee/Giants 

3.56 

4 

13.0 

Mark  Langston/Angels 

3.55 

4 

12.8 

Dave  Stewart/Athletics 

3.50 

2 

7.0 

Jose  Canseco/Athletics 

3.50 

5 

23.5 

Tim  Raines/White  Sox 

3.50 

3 

10.5 

Before  1990,  there  were  no  $3  million-a-year  players. 
Nowadays  to  be  among  the  top  ten  requires  a  cool 
$3.5  million  paycheck. 


ball  is  getting  more  than  $350  million 

a  year  from  television  contracts  that 

are  moneylosers  for  the  networks,  any      for  a  team  to  pay  $10  million  to  $12 

plan  to  force  revenue  sharing  among 

teams   penalizes    big-market   teams, 

their    fans — and    media    patrons — 

could  backfire. 


York  Yankees  managing 
partner  George  Steinbren- 
ner  proved  that  no  amount 
of  money  can  ensure  com- 
petitive success.  Steinbren- 
ner  spent  tens  of  millions  to 
buy  more  than  30  free 
agents  between  1982  and 
1989,  including  Don  Bay- 
lor, Jack  Clark  and  Pascual 
Perez.  They  won  no  cham- 
pionships during  this  peri- 
od; last  year  the  Yankees 
actually  finished  dead  last  in 
their  division. 

Meanwhile,  several 

teams  built  with  home- 
grown young  players  have 
flourished.  The  1987 
World  Champion  Minne- 
sota Twins,  the  1989  Balti- 
more Orioles  and  last  sea- 
son's World  Champion 
Cincinnati  Reds  and  National  League 


exceed  $4  million. 

This  past  winter  it  was  not  unusual  East  Champion  Pittsburgh  Pirates  are 

cases  in  point, 
million  a  pop  to  sign  free  agents.  There  are  other  avenues  to  alleviat- 
That's  great  for  the  players  and  their  ing  the  plight  of  the  weak  teams  that 
agents,  but  it  did  nothing  for  the  the  sport's  owners  can  explore.  One 
teams  that  had  developed  the  talent  in  possibility  would  be  to  expand  the 
Is  there  no  way  to  help  the  weaker  the  first  place.  playoff  format  to  include  more  teams 
teams  without  hurting  the  stronger  Think  what  would  happen  if  that  and,  of  course,  increase  TV  revenues, 
clubs?  There  is.  Let  team  owners  sell  anachronistic  Bowie  Kuhn  cap  were  Another  would  be  to  demand  more 
their  players  on  the  open  market.  As  abolished  and  club  owners  received  money  from  the  superstation  broad- 
free  agents,  players  can  sell  themselves  the  right  to  realize  cash  value  for  their  casters,  whose  signals  are  picked  up 
to  the  highest  bidder.  Why  not  let  the  stars  before  the  stars  were  let  loose  on  and  redistributed  via  satellite  across 
owners  in  on  the  game?  But  thanks  to  the  open  market.  Then  a  weaker  team  the  country.  Paul  Glist,  a  partner  with 
an  anachronistic  rule,  owners  are  in  that  had  done  well  in  the  player  drafts  a  Washington,  D.C. -based  law  firm 
effect  barred  from  buying  and  selling  could  sell  its  fading  stars  to  a  rich  that  specializes  in  cable  and  commu- 
players.  Here's  why:  team,  and  use  the  proceeds  to  sign  less  nications,  says  owners  are  concerned 
In  1976  the  Oakland  Athletics'  expensive  but  promising  players.  In  that  superstation  broadcasts  could  be 
maverick  owner,  Charles  Finley,  alert  other  words,  removing  that  old  Bow-  cutting  into  local  baseball  audiences, 
to  the  early  signs  of  salary  inflation,  ie  Kuhn  cap  on  player  sales  would  be  thereby  diminishing  the  value  of  local 
began  idling  off  his  high-priced  stars,  the  most  elegant  way  to  allow  weaker  media  rights  to  many  ball  clubs.  Base- 
teams  to  participate  in  the  strong  cash  ball  derives  some  revenue — probably 
flow  of  big-market  free  spenders,  less  than  $40  million — from  the  su- 
without  hamstringing  the  rich  teams 
that  are  baseball's  breadwinners. 

As  for  the  old  chestnut  that  cash 
transactions     would     allow     strong 

ing  off  their  player  assets,  Kuhn  ruled      teams  to  buy  top  talent,  so  what?  This  ing  reform  is  to  eliminate  the  resti  ic 

that  players  could  be  sold  for  no  more     is  precisely  what  rich  teams  do  with  tions  on  player  sales — or  at  least  index 

than  $400,000  cash.                                 free  agents  anyhow.  If  the  Red  Sox  the  $400,000  cap  for  players'  salary 

That  was  quite  a  bit  of  money  in      can  spend  $25  million  on  free  agents  inflation.  A  system  that   allows  big 

1976,  when  Reggie  Jackson  earned      during  the  off-season,  what  would  teams  to  spend  their  money  in  any 

$140,000.  Today  it's  less  than  marv      they  pay  in  the  heat  of  a  pennant  race  way  they  see  fit  makes  a  lot  more  sense 

journeyman  players  make  in  a  year      to  buy  a  veteran  that  a  weak  team  may  than  devising  rules  that  take  from  the 

But  astoundingly,  Kuhn's  $400,000      eventually  lose  to  free  agency  anyway?  rich  and  give  to  the  poor.  The  players 

cap  still  stands.  Even  if  the  cap  w;re          In  any  event,  the  fear  of  rich  teams'  have  earned  freedom  of  movement. 

simply  adjusted  to  reflect  player  salary     buying  their  way  to  greater  glory  is  The  owners  now  need  the  freedom  to 

inflation,  it  would  now  be  likely  to      probably  exaggerated.  Former  New  move  them.                                      M 


He  announced  the  sale  of  Joe  Rudi 
and  Rollie  Fingers  to  the  Red  Sox  and 
of  Vida  Blue  to  the  Yankees. 

Not  so  fast,  ruled  Bowie  Kuhn, 
then  baseball  commissioner.  Fearful 
that  poor  teams  would  begin  auction- 


perstations,  but  some  owners  think 
these  rights  could  be  worth  $200 
million  or  more  a  year. 

But  the  simplest  and  most  promis- 
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ast  year  the  Yankee  Group,  a  worldwide  teehnology  consulting  and 

market  analysis  firm,  discussed  speed-to-market  as  the  critical 

mission  of  corporate  America  and  open  systems  as  a  lever  t©  achieve  it. 

Both  of  these  issues  have  serious  implications  for  the  test  that  Howard 

Anderson,  founder  and  managing  director  of  the  Yankee  Group,  believes  will 

make  or  break  your  corporate  information  strategy:  What  do  you  do  about 

network  computing? 
» 

Network  computing  is  computing  —  applications,  services  and  informa- 
tion —  that  provides  added  value  to  the  user  because  it  runs  over  a  network. 
It  is  key  to  delivering  speed-to-market.  Effectively  implemented,  network 
computing  is  based  on  standards  and  interoperability;  it  offers  more  bang  for 
(he  buck  than  traditional  computing  and  uses  less  expensive,  more  flexible 
solutions. 

As  Howard  Anderson  talks  to  the  Yankee  Group  100  (the  YG  100),  leaders  in 
managing  information  technology  in  American  corporations,  he  hears  a  great 
deal  of  frustration.  They  want  to  provide  solutions  that  contribute  to  the 
bottom  line,  yet  they  are  hampered  by  archaic  systems,  last-generation 
methodology  and  slow  applications  development 

The  Yankee  Group  found  the  most 
successful  corporations  in  the  YG  100  are 
getting  a  grip  on  changing  information 
technology  by  implementing  network 
computing  effectively. 


^. 


Their 

Open  Systems 
promise. 


-A 


Which  looks  better  to  you? 
More  blue  skies.  Or  fast  deliv- 
ery of  real  Open  Systems. 

If  it's  hardware  and  software 
you  want,  there's  a  computer 
company  ready  to  supply  them. 

Hewlett-Packard. 

In  fact,  we'll  make  it  this 
specific.  If  you're  planning  to 


add  a  system  to  handle  a  new 
strategic  application,  call  us. 

We'll  deliver  a  computer 
solution  that  will  tackle  the 
immediate  task.  At  the  same 
time,  it  will  integrate  with 
products  from  other  vendors, 
with  other  platforms,  operat- 
ing systems  and  applications. 

Key  to  making  this  work  is  our 


broad  range  of  systems  soft- 
ware technok  )gy.  Fbr  the  pe<  >ple 
in  your  company,  this  brings 
point-and-click  simplicity, 
while  allowing  transparent 
integration  of  applications 
and  access  to  data  bases,  both 
local  and  remote. 

This  Open  Systems  reality  has 
a  solid  foundation.  Six  years 
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■ 


Ours. 


of  delivering  standards-based 
systems.  A  dedication  to 
networking  standards,  from 
LANs  to  WANs.  And  a  family  of 
RISC-based  computers  offer- 
ing unmatched  scalability 
from  desktop  models  to  multi- 
user systems. 

For  nearly  twenty  years,  we've 
been  delivering  computers 


to  handle  company- wide 
strategic  functions.  From 
materials  management  and 
financial  analysis  to  office 
automation  and  distribution. 
And  we  offer  service  so 
superior  that,  in  the  Datapro 
User  Surveys,  HP  has  achieved 
the  best  overall  record  among 
industry  leaders  for  cus- 


tomer support  satisfaction. 
For  seven  straight  years! 

For  more  information,  call 
1-800-637-7740,  Ext.  1947. 

You'll  see  there's  nothing  "blue 
sky"  about  our  Open  Systems. 


[VJ 


HEWLETT 
PACKARD 
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Old  World  Computing  vs. 
Network  Efficiency 

Your  annual  report  seems  to 
lake  almost  a  year  to  write. 
The  president's  message  was 
written  three  weeks  ago,  hut  you 
still  haven't  gotten  it  hack  from  the 
legal  department.   When  you  do, 
you  expect  you  II  hear  from  the 
public  relations  department  again 
that  they  can't  merge  it  with  their 
desktop  publishing  software  or  the 
spreadsheets  from  accounting. 
^  on  re  still  wailing  for  those  figures 
from  accounting.  The  graphics  still 
have  to  he  assembled.  Your  assis- 
tant is  working  almost  full  time  on 
this,  chasing  various  people  for 
their  contributions. 

This  may  be  a  microcosm  of  what 
goes  on  throughout  your  organiza- 
tion: Users  can't  share  information, 
plications  take  too  long  to  devel- 
op and  do/ it  work  together:  every- 
thing seems  to  cost  ton  much:  and  il 
takes  an  army  of  people  to  support 
systems  you  don't  want. 

This  is  Old  World  computing. 

Suppose  the  cost  of  assembling 
your  annual  report  could  be  cut  by 


k  tio 

:  up 


Network 
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30%  —  and  you  could  complete  it  in 
half  the  time.   Suppose  your  assis- 
tant could  track  exactly  where  the 
president's  message  was  in  the  legal 
department.  Suppose  you  could 
access  accounting  figures  directly. 
with  your  high-level  password. 
Suppose  you  could  put  together 
your  financial  report  yourself 
overnight,  but  you  don't  have  to  — 
because  the  right  information  is 
available  to  the  right  people  at  the 


right  tune. 


This  is  network  computing  —  the 
new  world  where  even  computer 
knows  your  name,  knows  where  the 
information  you  want  is  and  will 
fetch  it  for  you.  Network  comput- 
ing fulfills  the  promise  of  comput- 
ing.   It  offers  speed  of  applications 
development  with  the  cost  advan- 
tages of  workstations  and  local 
area  networks  (LANs),  as  well  as 
the  security  of  the  mainframe  in 
the  background. 

In  the  Old  World,  there  were 
computers  and  there  were  w  ires.  In 


Tom  Beaver 

Corporate  VP  & 
General  Manager, 
Motorola  Computer 
Croup 
Motorola.  Inc. 


Yankee  Croup:  If  there  is  a  light 
relationship  between  open  sys- 
tems and  network  computing,  will 
users  have  to  wait  until  open  sys- 
tems are  uhiquitous  to  get  the  full 
benefits  of  network  computing? 

TB:  No.  Open  systems  will  mean 
that  the  network  will  allow  yon  to 
live  with  both  your  installed  solu- 
tions and  your  new  solutions  at  the 
.same  time. 

No  user  wants  to  hear  dial  he  lias 
lo  trash  his  installed  base  of  solu- 


tions. Network  computing  is  a  glue 
that  can  let  you  continue  to  leverage 
your  installed  base  of  applications 
and  at  the  same  lime  build  for  the 
future  on  a  more  cost-effective  plat- 
form.   Further,  users  will  migrate  to 
network  computing  because  it  w  ill 
be  more  reliable  than  the  previous 
proprietary  era. 

But  die  real  ke\  to  the  future  is 
going  to  be  the  Independent 
Software  Vendors  (ISVs).  They  are 
the  ones  who  can  use  open  systems 
lo  find  a  market  that  is  of  a  size 
large  enough  lo  attack:  lhe\  will  he 
the  ones  who  bring  faster  solutions 
to  the  end  user  at  reasonable  prices. 
The  smartest  ISVs  are  looking  at 
network  computing  as  the  fourth 
Wave  and  will  change  the  powei 
equation  within  the  computing 
industry. 


the  new  world,  those  "spaghetti 
wires  have  been  incorporated  into 
the  computer.  This  evolution  has 
quietly  revolutionized  how  and  why 
the  best-run  companies  in  America 
approach  computing. 

The  joy  of  network  computing  is 
thatif  you  choose  wisely,  you  can 
use  what  you've  already  paid  for. 
The  Yankee  Group  estimates  that, 
from  1()8()io  1(>(>2.  the  cost  per  con- 
nect will  drop  one-third.  Bv  down- 
sizing and  shifting  applications  to 
run  on  smaller  platforms,  companies 
can  see  similar  savings  while  provid- 
ing access  to  corporate  data. 

Just  as  users  found  that  personal 
computers  could  be  user-friendly  and 
could  increase  individual  productivi- 
ty, network  computing  sokes  a  more 
important  issue:  group  productivity. 
Network  computing  lets  you  central- 
ize what  can  and  should  be  central- 
ized (network  management),  yet  will 
allow  von  to  run  a  more  efficient 
decentralized  coinpam  . 

What's  the  Catch? 

The  catch  is.  you  have  proba- 
bly already  begun  to  imple- 
ment network  computing  — 
but  most  companies  have  only 
taken  the  first  bal>\  steps  in  achiev- 
ing the  full  benefits.    The  Yankee 
Croup  estimates  that  less  than 
30%  of  all  personal  computers  in 
the  Forbes  •)()()  are  linked  into  net- 
work computing  solutions  today. 
Main  network  computing  architec- 
tures and  tools  won't  be  on  the 
market  until  next  year;    And  even 
those  products  may  provide  only 
pieces  of  the  technical  foundation 

needed  lo  connect  the  enterprise  via 

data  networks. 

The  Yankee  Group  sees  network 
computing  migrating  through  sevei 

a  I  stages: 

■  lii  Stage  I.  the  organization 
adjusts  to  network  computing. 

The  computing  power  and  the  data 
reside  in  the  data  center.    The  coin- 

p.uiv  develops  networks  10  access 
i  hat  information,  hut  il\  to 


L 


feed  into  thai  core.  Example: 
Inventory  da«a  is  sent  to  the  corpo- 
rate mainframe;  by  the  time  the 
report  comes  hack  at  the  end  of  the 
month,  the  information  is  three 
weeks  out  of  date. 

■  In  Stage  2,  network  computing 
fits  itself  to  the  enterprise.  As  PCs 
spread,  computing  power  and  data 
move  to  the  departments  and  work 
groups.  The  computing  power 
comes  in  smaller,  cheaper  packages, 
linked  by  LANs  into  ""islands  of 
automation."  When  the  orga 
tion  changes,  new  PCs,  ne\& 
and  new  islands  of  network  com 
pnting  spring  up  in  response.  1 
Example:  The  plant  puts  in  ■ 
Micro-Manufacturing  Resource 
Planning  package  running  on  a  PC 
with  inventory  control  and 

has  information  locally  —  but  this 
bears  no  relationship  to  the  data  in 
corporate  departments. 

■  In  Stage  3.  network  computing 
adjusts  to  changes  in  the  enterprise. 
The  corporate  strategist  sets  the 
direction  lor  the  company,  and  the 
network  computing  automatically 
adjusts  by  setting  up  portfolios  of 
useful  solutions  available  across 
the  network  to  the  implementers  of 
the  strategy.  New  systems,  new- 
technologies  and  new  directions  are 
incorporated  into  the  enterprise- 
wide  network  quickly,  with  little  or 
no  pain.  Example:  The  plant  has  an 
inventory  control  package  that 
resides  on  its  PC  and  the  headquar- 
ters computer.  As  the  data  in  tin- 
PC  is  updated,  so  is  that  in  head- 
quarters. 

As  network  computing  moves 
toward  Stage  3  at  more  and  more 
companies: 

■  PCs  and  workstations  arc  linked 

bottom  up. 

■  Vendors  and  end  users  embrace 
open  architecture  and  network 
computing  standards. 

■  New  network  computing  tech- 
nologies are  surfacing. 

■  End  users  cope  warily  with 
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increased  complexity  by  buying 
either  for  immediate  benefit  or  for 


long-term  use. 


Vendors  and  End  Users 

Almost  all  of  the  Yankee 
Group  100  are  laying  the 
foundation  for  future  net- 
work computing  benefits.  From 
insurance  companies  to  stock  bro- 
kerage houses,  from  large  retail 
chains  to  manufacturing  giants, 
hey  are  setting  enterprise-wide 
standards  for  interconnecting  data 


nters  and  LANs.  They  are  kick- 
ing the  tires  on  network  comput- 
ing technologies  and  plotting  ways 
to  start  using  this  approach 
strategically  by  linking  their  busi- 
ness-critical applications  to  the 
rest  of  the  company.       4 
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One  retailer  is  using  a  network - 
on-network  strategy  to  feed  infor- 
mation to  and  get  reports  from 
point-of-sale  terminals  linked  to 
PCs  in  its  2,000-plus  retail  outlets. 

A  financial  services  company  has 
downsized  its  clearing  house  appli- 
cation from  a  mainframe  to  a 
client -server  approach  using  PC 
LANs  and  reduced  the  cost  from 
$1.5  million  (without  application 
software)  to  $0.5  million  (including 
application  development).  The 
company  also  gets  reports  faster. 

Innovative  high-end  vendors  are 
providing  network  computing  solu- 
tions based  on  open  systems,  indus- 
trv  standards  and  network 
computing  architectures.  A  big  fac- 
tor in  network  computing  is  the 
Open  Software  Foundations 
Distributed  Computing 
Environment  (DCE).  IBM,  Digital 
and  Hewlett-Packard  have  alreadv 


Bruce  Gordon 
Vice  President, 
Sales  &  Marketing 
Bell  Atlantic 


Yankee  Croup:  Where  does  Bell 
Atlantic  see  network  computing? 
Are  you  going  to  be  the  link  that 
ties  LANs  together? 

BG:  Bell  Atlantic  is  combining  the 
power  (if  the  public  network  with 
that  of  the  private  networks. 
enabling  our  customers  to  fully 
realize  the  power  of  distributed  pro- 
cessing. LAN  connectivity  is  inte- 
gral to  our  strategy,  as  is  the 
development  of  new  public  network 
data  services  such  as  SMDS.  Bell 
Atlantic  now  has  the  ability  to 
design,  install  and  maintain  com- 
plete end-to-end  network  comput- 
ing solution 

YG:  For  example? 


BG:  The  organization  we're  building 


includes  affiliations  with  value- 
added  resellers  and  distributors  as 
well  as  expansion  ol  our  in-house 
capabilities,  and  we  re  building  spe- 
cial expertise  in  selected  vertical 
markets.   Bell  Atlantic  has  teaming 
agreements  with  US  Connect  LAN 
VARS,  for  instance,  and  we  team 
with  value-added  distributors  such 
as  Data  Net.  Through  Bell  Atlantic 
Healthcare  Systems.  Bell  Atlantic 
Systems  Integration  Corporation 
and  other  groups,  we  provide  solu- 
tions to  specific  industries. 

YG:  Is  ISDN  (Integrated  Services 
Digital  Network)  a  solution? 

BG:  It  is  certainly  one  of  the  solu- 
tions. The  vast  majority  of  our  cus- 
tomers will  have  access  to  Bell 
Atlantic  ISDN  services  within  the 
next  two  years.    Bell  Atlantic  is 
developing  products  that  enhance 
standard  ISDN  capabilities  so  that 
the  technology  can  satisfy  the  "win- 
dowing   and  "graphical  user  inter- 
face'  needs  that  are  at  the  root  of 
network  computing  requirements. 
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reat  minds  think 
alike.  And  our  new 


MultiPersonal"  Computers 
think  just  like  every  computer 
in  your  company.  Not  to  men- 
tion every  human  brain  that 
makes  your  business  tick. 

Think  about  it  When  you 
need  information,  your  brain 
remembers  only  the  facts,  not 
where  you've  stored  them. 


The  intuitive,  graphical 
interface  of  a  MultiPersonal 
Computer  works  just  like  your 
brain.  When  you  need  informa- 
tion, you  just  click  on  an  icon. 
The  MultiPersonal  Computer 


The  MultiPersonal  Computer  integrates  the  X- Window 

system,  Motif,  and  Looking  Glass  in  an  intuitive  pomt-and-dick 

interface  And  the  large-screen  Network  Display  Stations 

make  UNIX  as  graphical  as  it  is  powerful 


does  all  the  rest:  Locates  the 
file.  Navigates  the  network  And 
puts  the  file  in  a  window  on 
your  desktop,  running  in  its 
native  application* 

A  MultiPersonal  Com- 
puter gives  you 
transparent,  simul- 
taneous, and 
secure  access  to 
any  computer 


NowibuCan 
RckEveryBiainln 

¥)ur  Company 


on  your  network:  Mainframes, 
Minis,  Macs,  and  PCs. 

And  every  MultiPersonal 
Computer  is  built  on  the  versa- 
tile client-server  architecture- 
to  give  users  the  power  they 
need,  when  they  need  it. 
The  power  of  our  M88000* 
RISC  microprocessor  for  60- 
plus  MIPS*  performance. 
The  power  of  UNIX*  System  V 


f 

■ 


MultiPersonal" 
tomputer 


•MIPS  stands  for  Millions  of  Instructions  Per  Second  0 1990  Motorola,  Inc.  Motorola  Computer  Group  is  a  member  of  Motorola*  General  Systems  Sector  MM  I  »nal  MKHOOO.and  ihr  Motorola  logo  ■  I  teghirrnl  \\m\cw\ 

products  or  brand  names  listed  are  trademarks  or  registered  trademarks  o(  their  respective  holders 


■    «W  ^ 
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and  X-Windowsr  for  true 
multi-user,  multi-tasking  capa- 
bilities. Plus  the  power  of 
sophisticated  business  applica- 
tions: Uniplex™  office  auto- 
mation, FrameMaker  "corporate 
publishing,  and  Informix'or 


Oracle"relational 
databases. 

It's  the  most 
cost-effective  way 
to  unify  your  com- 
pany, without  losing 
control,  or  sacrificing  data 
security.  And  it's  all  backed  by 
Motorola's  commitment  to 


open  standards  and  uncom- 
promising quality. 


If  you're  looking  to  link 
every  mind  in  your  company, 
and  give  everyone  more  power, 
don't  just  choose  any  computer. 
Pick  a  MultiPersonal  Computer 
from  Motorola. 

Call  1-800-556-1234, 
Ext.  165.  In  California  1-800- 
441-2345,  Ext  165. 


M)  MOTOROLA 

Computer  Group 
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signed  on  to  this  UNIX®-based 
architecture.  But  the  Yankee  Group 
believes  DCE  won't  be  ready  for  full 
use  at  least  until  1992. 

Low  -end  vendors  have  offered 
fewer  architectures  bill  more  popu- 
lar network  computing  software. 
Keep  an  eye  on  Novell  and  Banyan, 
whose  LAN-based  network  operat- 
ing systems  (NOS)  are  driving  a 
new  trend  toward  "enterprise-wide 
connectivity,     linking  individual 
departments  and  the  data  center. 

Moving  Beyond  Connectivity 

As  a  company  implements 
network  computing,  there 
are  some  mistakes  to  avoid 
along  the  way.  Enterprise-wide  con- 
nectivity isn't  enough:  Sticking  sla 
wire  between  two  computers  isn't 
network  computing.   You  need  to 
make  sure  the  information  ge 
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ng  to-      • 


where  it's  needed.   And  if  you 
the  wrong  systems,  you  re  going 
spend  more  monev  changing  them 

UNIX*  is  registered  trademark  of  AT&T. 


around  so  they  work  with  the  effec- 
tive network  computing  solutions 
you  finallv  wind  up  with.   It  is 
going  to  be  a  while  before  it  gets 
better.   Decision-making  will  be 
more  difficult  over  the  next  18 
months  than  it  has  been  over  the 
last  five  vears. 

The  marketplace  is  cluttered 
with  partial  solutions.  Technical 
kevs  to  providing  network  comput- 
ing are: 

■  Look  for  open,  standards-based 
solutions. 

■  Get  solutions  that  link  into  a  net- 
work operating  system  (NOS), 
and  tools  and  applications  that 
use  it. 

■  Make  sure  your  network  comput- 
ing solution  gives  end  users  the 
same  applications  and  look  and 
feel  to  which  they  are  accustomed, 
across  vendors  and  platforms. 


Laura  Cory 

Direr  lor  of  A  farkeling 
Network  Systems 

Croup 
lleivlell-l'ackard 


Yankee  Group:  Where  is  network 
computing  going?  Is  it  appropri- 
ate for  every  company? 

LC:  The  user  is  going  to  find  that 
network  computing  will  make  ii 
easier  to  be  an  internal  systems 
integrator.   The  user  will  have  a 
solution  family  ihat  can  handle 
multi-vendor  environments  so  that 
a  company  can  pick  the  right  prod- 
ucts for  the  right  applications.   It 
will  be  easier  to  pick  and  choose. 
especially  if  the  user  is  starting  a 
new  environment. 

YG:  What  about  mixing  the 
existing  environments  with  the 
new? 


LC:  This  will  he  much  more  diffi- 
cult, hut  new  solutions  and  new 
tools  such  as  CASE  (computer- 
aided  software  design)  will  partly 
solve  the  problem.    \\  ith  the  evolu- 
tion to  client/server  solutions,  many 
users  will  he  able  to  access  their  old 
applications  \i;i  the  new  user  inter- 
laces (Lis). 

YG:  What  will  be  the  major  diffi- 
culty in  migrating  to  network 
computing? 

LC:  The  software.  The  hardware  is 
and  will  be  way  ahead  of  the  soft- 
ware.  As  quickly  as  solutions  come 
from  object-oriented  methodology, 
they  w  ill  be  employed  to  solve  this 
software  to  hardware  gap.    Kvery 
user  knows  dial  the  ke\  to  success 
is  to  solve  the  productivity  issue. 
Network  computing  is  the  glue  that 
will  it  low  users  to  get  the  software 

ill  need  in  heller  form,  ill 
lower  cost,  in  faster  time. 


Users  have  both  past  and  future 
systems  to  manage.  That's  whv  the 
Yankee  Group  recommends  that 
end  users  pursue  two  distinct  net- 
work computing  strategies:  one  for 
business  computing  that  is  difficult 
to  migrate  and  one  for  easily 
migrated  computing.  For  business 
computing  that  is  difficult  to 
migrate  from  existing  setups  to  the 
new  network,  end  users  should 
manage  for  "immediate  benefit, 
changing  systems  over  to  advanced 
network  computing  functionality 
only  when  benefits  are  clear  and 
immediate. 

For  new  applications,  and  for  old 
applications  that  are  easy  to  trans- 
fer from  old  to  new  systems  or  are 
not  business-critical,  one  approach 

is  "Lego®  management."  Concen- 
ts r* 

trate  on  building  a  group  of  Stage  3 
tools,  based  on  standards,  which 
connect  like  the  building  blocks  of  a 
Lego®  set  to  form  a  support  struc- 
ture. Build  a  foundation  of  network 
computing  tools  that  work  together 
and  provide  real,  immediate  bene- 
fits to  end  users. 

Network  computing  is  new 
enough  that  there  isn't  a  body  of 
expertise  available  on  how  to  apply 
it  quickly.   So  while  innovators  in 
the  YG  100  have  major  advantages, 
they  also  have  to  plan  to  bring  net- 
work computing  through  the  orga- 
nization. One  YG  100  company  has 
senior  IS  executives  in  each  of  its  -")() 
business  units  who  are  responsible 
for  all  information  technology 
spending  within  that  unit,  but  who 
are  partners  with  corporate  IS  in 
making  sure  that  business  needs  are 
understood. 

You  are  already  implementing 
network  computing;  now  you  can 
make  it  pay. 

( Ireated  and  w  ritten  l»\  I  toward 
Anderson.  Managing  Director  of  the 
Yankee  Croup.  Susan  McGarry, 
VP/Computing  Research,  Wayne 
kernocliiin.  Senior  Analyst,  and  ( lorej 
Green,  Special  Projects  Director. 
Design:  Lee  Ann  Jaffee  Design 
Associates.  Inc. 
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When  their  systems  aren't  integrated, 


department 


some  businesses 


running  from 


waste  time  and  effort 


to  department 


until  finally  they  learn  to  integrate  their  systems  the  Intelligent  way. 


By  analyzing  business  problems 
and  implementing  appropriate  end-to- 
end  solutions.  All  custom-designed  and 
individually  lab-tested.  And  all  working 
within  the  framework  of  existing 
systems  and  networks.  Cost-effectively 
transporting,  storing,  accessing, 


combining  and  exchanging  information 
from  different  systems.  Quickly. 
Efficiently.  Productively. 

All  via  Bell  Atlantic  and 
its  Intelligent  networQSM 
Pretty  smart,  huh?  netwo 


htelligent 


©Bell  Atlantic 

We're  MoreThanJustTaE 

Call  1-800-522-6617  to  get  our  Intelligence  on  the  line. 


©  Bell  Atlantic  1990 


After  the  owner  of  a  Dallas  finance  company 
put  him  in  charge,  young  Harry  Kleinsmith 
thought  he  had  arrived.  Then  funny  things 
started  happening. 

When  the  boss 
is  a  crook 


By  William  P.  Barrett 


Harry  Kleinsmith 
Searching  for 
the  American 
dream — and  just 
missing. 


How's  this  for  a  screenplay:  A  young, 
naive  businessman  is  hired  to  run  a 
company  that's  part  of  a  large  business 
empire.  Strange  things  start  happen- 
ing, but  the  owner  always  has  an 
explanation. 

A  half-year  later,  the  horrible  truth 
finally  dawns  on  the  budding  young 
executive:  The  empire  is  a  fraud.  The 
owner  turns  out  to  be  a  convicted 
racketeer  awaiting  sentencing. 

This  is  no  TV  script  but  something 
that  actually  happened  over  the  past 
year  in  Dallas.  Meet  Harry  Klein- 
smith, 32 -year-old  former  company 
president  now  out  looking  for  work. 
Federal  law  enforcement  officials  laud 
his  help,  support  his  innocence  and 
don't  dispute  the  essence  of  his  sad, 
bizarre  tale. 

A  native  New  Yorker  from  a  mid- 
dle-class family,  Kleinsmith  moved  to 
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California  and  with  his  wife,  Micki, 
started  a  business  selling  airplane 
parts.  The  enterprise  suffered  from 
inadequate  capital  and  an  airline  in- 
dustry downturn  that  eventually 
forced  the  couple  into  personal  Chap- 
ter 7  bankruptcy. 

Their  next  misfortune  was  en- 
countering veteran  conman  Carlos 
O'Brien  Hill,  now  43.  Hill's  stock  in 
trade:  various  "advance  fee"  schemes, 
in  which  he  collected  big  application 
payments  from  people  seeking  loans 
or  letters  of  credit,  with  little  or  no 
intention  of  providing  them.  Hill  es- 
tablished one  phony  bank  with  a  Lon- 
don office  to  provide  "confirma- 
tions" for  his  deals  and  tried  to  buy  a 
small  bank  in  Monett,  Mo.  with  the 
bank's  own  funds,  which  he  had  ille- 
gally diverted. 

By  some  estimates,  the  smooth 


talking,  Jamaica-born  Hill  stole  up- 
wards of  $20  million  over  a  decade 
and  should  have  been  jailed  years  ago. 
But  he  frustrated  the  law  through  the 
complexity  of  his  scams,  a  timely  relo- 
cation from  New  Jersey  to  Texas  and 
just  plain  luck.  The  lead  Federal  Bu- 
*  reau  of  Investigation  agent  took  sick 
and  died;  another  resigned.  From  his 
new  base  in  Dallas,  Hill  eventually 
oversaw  a  network  of  several  dozen 
companies  in  several  states  with  such 
proper-sounding  names  as  Citywide 
Mortgage  Corp.,  First  Credit  Ameri- 
ca Inc.  and  First  Corporate  Consul- 
tants Inc. 

The  Kleinsmiths  knew  Hill  because 
they  once  had  approached  him  seek- 
ing funding  for  their  business.  That 
fell  through,  but  in  June  1990,  out  of 
the  blue,  Hill  called  Kleinsmith  and 
offered  him  the  top  job  at  First  Com- 
mercial Credit  Corp.  It  sounded  in- 
triguing. First  Commercial  would  ar- 
range letters  of  credit  and  financing 
for  borrowers  solicited  through  news- 
paper advertisements  and  cold  call- 
ing. Kleinsmith  would  be  paid  solely 
on  commission.  Hill  explained  he 
couldn't  run  the  business  himself  be- 
cause he  was  too  busy  with  other 
matters. 

Busy  is  putting  it  mildly:  Hill  had 
just  pleaded  guilty  to  a  federal  felony 
racketeering  charge  in  Camden,  N.J., 
admitting  that  he  had  swindled  $4.5 
million  in  advance  fees.  Hill  was  actu- 
ally out  on  $10,000  bail  awaiting 
sentencing. 

Blissfully  unaware  of  the  guilty 
plea,  Kleinsmith  took  the  job.  Hill 
installed  him  and  several  employees  in 
fancy  offices  and  gave  them  a  list  to 
call  of  50  possible  funding  sources 
"A  surprising  number  said  they  want- 
ed to  kill  the  son  of  a  bitch,"  Harry 
recalls  with  a  sigh.  "But  I  just  took 
that  as  tough  business  talk." 

A  few  months  later,  Hill's  assistant 
called  to  say  the  firm  would  be  mov- 
ing to  a  new  building — that  night, 
under  cover  of  darkness.  Kleinsmith 
learned  a  few  weeks  later  that  Hill  had 
never  paid  the  rent  and  was  more  than 
$10,000  behind.  "I  asked  Carlo* 
about  it,"  Harry  said.  "He  said, 
'Mere  cash  How  problems.' 

Soon,  paychecks  bounced.  Hill  is- 
sued replacements  and,  says  Klein 
smith,  "told  us  to  cash  them   in  a 
supermarket  or  a  liquor  store  because 
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THERE  WHEN  IT  COUNTS. 


The  fall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer. 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing" recalls  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career!' 


First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the. 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy,  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody. 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


epicontinental 
*  Insurance. 


Why  have  over  20,000 
American  businesses 

started  buying 

office  supplies  from 

Wholesale  Supply 

Company? 


Take  a  look  at  a  small  sample  of  our  pricing  and  see 

how  much  you  should  be  saving. 

Your  Price 

HP  Laser  fl  Cartridge               as  low 

as  $69.99 

Maxell  5.25"  DSDD  Disk.Bx/10 

5.24 

1"  Black  Binder 

.89 

Top  Loading  Sheet  Protectors,  Bx/50 

4.37 

Standard  Staples,  Bx. 

.46 

8  1/2"x  1 1"  Legal  Pads,  Dz. 

3.25 

#1  PaperClips.  Bx/lOOO 

.82 

654 YW  Post-it™  Notes,  Dz. 

5.56 

Binder  Clips,  Small,  Dz. 

.35 

because  we  offer  more  for 
a  whole  lot  less! 

WHOLESALE 

DE 

Call  now  for  a  free  catalog. 

1-800-962-9162 

Ad  Code  0107 

Wholesale  Supply  Company  selLs  only  to  businesses, 
government  agencies,  schools,  and  institutions. 
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Jobs 

Call  Summer  Jobs 
for  free  employee 
referral  service  and 
help  build  a  skilled 
workforce  for 
tomorrow  by  hiring 
youth  today! 

212  888-JOBS 


SUMMER  JOBS 


Sponsored  by  the 

New  York  City  Partnership.  Inc 


Crooked  boss 

the  float  would  go  longer."  Hill  also 
discouraged  the  employees  of  his  sev- 
eral offices  around  Dallas  from  frater- 
nizing and  comparing  notes. 

Back  at  Kleinsmith's  office,  plenty 
of  queries  were  coming  in  from  news- 
paper advertisements,  but  Hill  didn't 
.seem  to  have  any  real  funding  sources. 
"We  were  close  to  closing  a  few  deals 
but  never  could,"  says  Kleinsmith — 
in  retrospect,  a  good  thing. 

Then  the  phone  company  cut  the 
lines  for  nonpayment.  To  stall  his 
growing  number  of  creditors,  Hill  put 
one  of  his  companies,  First  Investors 
&  Lenders  Group  Inc.,  into  bank- 
ruptcy in  January.  Kleinsmith  realized 
Hill  was  siphoning  off  assets,  a  clear 

A  sadder  but  wiser 

Harry  Kleinsmith  is 

looking  for  a  new, 

legitimate  job 

in  dealmaking.  The 

lesson  he  learned 

from  all  this: 

"For  my  next  job,  I'm 

going  to  ask  a  lot  more 

questions." 


violation  of  bankruptcy  law.  A  fellow 
employee  revealed  the  year-old  guilty 
plea  to  Kleinsmith. 

Finally  putting  it  all  together, 
Kleinsmith  went  to  the  FBI.  By  diis 
time  postal  inspectors  were  investi- 
gating complaints  that  a  Hill-con- 
trolled marketing  company  offering 
"free"  vacations  was  ringing  up  unau- 
thorized credit  card  charges.  Within 
weeks — aided  by  sworn  statements 
from  Kleinsmith — FBI  agents  arrested 
Hill,  leading  him  away  from  his  Dallas 
office  in  handcuffs  and  returning  him 
to  New  Jersey  for  sentencing  on  the 
year-old  racketeering  plea. 

Last  month  Hill — whose  lawyer 
calls  Kleinsmith  a  disgruntled  em- 
ployee out  for  revenge — got  a  richly 
deserved  20-year  prison  term.  He  is 
now  serving  the  sentence,  which 
could  be  reduced  if  he  makes  some 
restitution.  Criminal  investigations 
are  continuing  in  several  states. 

Kleinsmith?  He  is  looking  for  a 
legitimate  job  involving  dealmaking. 
The  lesson  he  has  learned  from  all 
this:  "For  my  next  job,  I'm  going  to 
ask  a  lot  more  questions."  H 
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One  Franklin  Discovery 


More  Franklin  Discoveries... 

In  1752,  Benjamin  Franklin  discovered  the  nature  of  elec- 
tricity. Today,  the  Franklin  Group  of  Funds  continues 
that  spirit  of  innovation  by  creating  powerful  investments 
for  your  portfolio: 

Tax-Free  Municipal  Bond  Funds.  Franklin  was  one  of 
the  first  pioneers  in  tax-free  investing.  Today,  Franklin  has 
24  state  tax-free  funds  which  invest  in  long-term  municipal 
securities  for  tax-free  income,  t 

Franklin  U.S.  Government  Securities  Fund.  This  mutual 
fund  was  the  first  of  its  kind  to  invest  primarily  in  Ginnie 
Mae  securities.  This  $11  billion  fund  offers  you  monthly 
dividends  and  a  high  degree  of  credit  safety.* 

Franklin  Adjustable  U.S.  Government  Securities  Fund. 

Energize  your  portfolio  with  another  Franklin  first:  The 
Franklin  Adjustable  U.S.  Government  Securities  Fund.  Since 
this  fund  invests  primarily  in  adjustable  rate  mortgage-backed 
securities,  its  shares  remain  relatively  stable  in  value  as  inter- 
est rates  change.* 

tFor  investors  subject  to  the  alternative  minimum  tax,  a  small 
portion  of  the  income  may  be  subject  to  federal  and  state 
alternative  minimum  tax. 

♦Individual  securities  owned  by  the  fund,  but  not  shares  of  the 
fund,  are  guaranteed  by  the  U.S.  government  or  its  agencies. 
Yield  and  share  price  may  vary  with  market  conditions. 


To  learn  more  about  these  investment  opportunities, 
call  for  a  free  brochure. 

1-800-342-FUND  Ext.  987 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 
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Yes!  I  would  like  a  prospectus  containing  more  complete 
information,  including  charges  and  expenses  on  the  fund(s) 
checked  below.  I  will  read  the  prospectus(es)  carefully  before 
I  invest  or  send  money. 

D  Tax-Free  Municipal  Bond  Funds. 

Your  state: 

D  Franklin  U.S.  Government  Securities  Fund 

D  Franklin  Adjustable  U.S.  Government  Securities  Fund 

Name 


Address 


City/ State /Zip 
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Why  should  a  septuagenarian  billionaire  launch  a  brand-new 
business?  The  answer  in  Henry  Racamier's  case: 
Revenge  is  sweeter  than  retirement. 

Life  begins  at  77 


By  Phyllis  Berman  and  Zina  Sawaya 

On  Atr.  27,  1990  Henry  Racamier 
was  forced  out  of  a  company  he  had 
served  for  over  a  decade  and  that  had 
been  in  his  wife's  family  for  136  years. 
Racamier  was  77 .  It  seemed  a  strange 
reward  for  his  accomplishments:  Tak- 
ing over  at  Louis  Vuitton  in  1977, 
Racamier  had  built  a  SI  5  million  (rev- 
enues) French  luggage  maker  into  an 
international  luxury  goods  manufac- 
turer with  SI. 2  billion  in  sales  and 
then  merged  the  company  into  lvmh 


Moet  Hennessy  Louis  Vuitton,  the 
S4  billion  (revenues)  French  luxury 
goods  producer. 

Packing  his  briefcase  that  bright 
spring  day,  he  walked  briskly  out  of 
his  office  on  Paris'  posh  Avenue  Mon- 
taigne and  into  his  personal  working 
digs  on  the  equally  fashionable 
Champs  Elysees.  Henry  Racamier  had 
lost  out  in  a  monumental  power 
struggle.  The  victor  was  Bernard  Ar- 
nault, the  man  Racamier  had  original- 


ly brought  into  the  company  as  an 
investor  to  strengthen  his  own  posi- 
tion in  the  merged  outfit,  lvmh  was 
created  in  1987  from  the  merger  of 
Vuitton  and  Moet  Hennessy,  owner 
of  France's  finest  brands,  including 
Dom  Perignon  champagne  and 
Christian  Dior  perfumes. 

Racamier  did  not  need  to  file  for 
unemployment  insurance.  He  and  his 
wife — the  former  Odile  Vuitton,  the 
great-granddaughter  of  Louis  Vuit- 


Henry  Racamier,  Orcofi's  boss,  at  a  friend's  home  in  Paris 
Still  ambitious  after  78  years,  the  debonair  Frenchman 
is  building  a  new  luxury  goods  company, 
after  losing  out  at  LVMH. 
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When 
CompaniesTaclde 

Major  Projects, 
Infagraph 

IsUsuaUy 
Somewhere  In 

The  Picture. 


In  FactVfe  Are 


NASA  designed  this  docking  mechanism  for  the  Space 
Station  using  an  Intergraph  system. 


Intergraph 's  ModelView  application  helps  Japan's  Takcnaka 
Corporation  visualize  building  designs. 

For  more  than  20  years  now,  Intergraph  has  helped 
organizations  of  every  kind  see  something  quite 
remarkable  take  shape  before  their  eyes: 

The  future.  Created  by  skilled  people  working 
together  in  groups  supported  by  sophisticated  computer 
graphics  systems. 

It  may  be  the  latest  version  of  a  company's  flag- 
ship product  or  one  never  before  envisioned  . . .  design- 
ing a  major  transportation  system  or  rebuilding  a  vast 


Milwaukee  Electric  Tool  optimized  the  engineering  design 
for  its  new  Super  Sawzall®  on  an  Intergraph  system. 


Wellcraft  Marine  created  a  unique  new  pleasure  craft  — 
the  Genesis  — with  Intergraph  mechanical  design  tools. 

power  supply  facility  destroyed  by  hurricane  or  devas- 
tated by  war... an  architecturally  significant  building 
or  an  entirely  new  city. 

Indeed,  whenever  organizations  are  involved  in 
projects  whose  success  depends  upon  the  ability  of 
designers,  developers  and  engineers  to  visualize  solu 
tions,  Intergraph  is  likely  to  be  there. 

We're  one  of  the  largest  suppliers  of  interactive  com 
puter  graphics  solutions.  We  offer  the  world's  broadest 


©  1991.  Intergraph  Corporation.  Huntsville,  AL  35894-0001  Intergraph  is  a  registered  trademark  and  Everywhere  You  Look  is  a  trademark  ol  Intergraph  Corporation  Rand  McNally  dat.i  i  I  md  Ml  Nail)  4  Co  0 1991  NASA  i 
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Kvaerner  Engineering  of  Oslo,  Norway  used  Intergraph  s  Plant 
Design  System  to  engineer  the  Draugen  oil  platforms. 


Intergraph 's  map  publishing  system  helps  Rand  McNally 
automate  road  map  production. 


portfolio  of  integrated  applications  —  from  engineering 
to  manufacturing,  plant  design  to  cartography,  dispatch 
management  to  publishing  and  everything  in  between. 
And  since  our  workstations,  systems  software  and 
networking  tools  all  work  together,  they  broaden  our 
customers'  capabilities,  help  shorten  their  production 
cycles  and  strengthen  their  competitive  positions. 

Is  there  any  wonder  why  Intergraph  is  consistently 
rated  #1  in  customer  satisfaction?  Or  why  our  annual 


The  Kuwaiti  Government  and  the  Corps  of  Engineers  use  data 
compiled  on  Intergraph  systems  for  Kuwait  reconstruction. 


Intergraph  uses  its  own  software  to  design  new  products 
with  human  factors  in  mind. 


revenues  exceed  $1  billion? 

To  find  out  how  your  company  can  benefit  from  the 
advantages  we  offer  —  from  microCAD  on  PCs  to 
sophisticated  systems  solutions  —  phone  us  toll-free  in 
the  U.S.  at  800-826-3515.  In  Canada,  call  403-250-6100. 
We'll  make  sure  you  get  the  picture. 


INTERGRAPH 

Everywhere  you  look. 


rtesy  ol  NASA/Marshall  Space  Flight  Center.  Mechanical  Syslems  Development  Branch  Satellite  view  ot  Kuwait  provided  by  SPOT  Image  Corporation,  ©  1991 CNES  All  product  names  are  trademarks  ol  their  respective  manulacturers 


Henry  Racamier 


No  stranger  to  controversy 


Gerard  Eskenazi,  one  of  France's  best  money  men 
Helping  the  Vuitton  family 
redeploy  its  assets. 


Henry  Racamier'S  fi- 
nancial adviser,  Gerard  Es- 
kenazi, 59,  is  not  a  com- 
plete  stranger  in  the^U.S. 
His  holding  company, 
Pargesa,  was  one  of  Drexel 
Burnham's  biggest  share- 
holders (Forbes,  Dec.  1, 
1986).  Nor  is  Eskenazi 
any  stranger  to  controver- 
sy: In  1982  he  was  forced 
out  as  managing  director  of 
merchant  bank  Paribas 
because  he  had  infuriated 
France's  socialist  govern- 
ment by  spinning  off  Pari- 
bas' Swiss  assets  to  escape 
nationalization. 

Last  year  Eskenazi  had 
another  falling  out,  this 
time  with  Pargesa's  two 
major  shareholders:  Albert 
Frere  of  Groupe  Bru- 


xelles  Lambert  and  Paul 
Desmarais  of  Power 
Corp.  of  Canada.  "Because 
I  had  succeeded  so  well," 
he  says,  "one  or  two  share- 
holders [Frere  and  Des- 
marais] decided  they  want- 
ed to  take  control." 

Now  Eskenazi  has 
started  an  investment  com- 
pany called  Compagnie 
Industrielle  a  Paris.  It  will 
be  picking  up  significant 
stakes  in  companies  it 
thinks  are  undervalued, 
and  will  restructure  them 
and  build  them  up. 

Eskenazi,  recently 
named  trustee  of  the  Raca- 
mier family  holding  com- 
pany, helped  Racamier 
raise  S300  million  for 
Orcofi.    -P.B.andZ.S.  mt 


ton,  whose  family  owned  the  leather 
and  luggage  goods  company — are 
billionaires.  His  lavish  style  of  living 
has  suffered  not  at  all,  although  he  no 
longer  serves  LVMH-owned  Moet  & 
Chandon  champagne  or  Hennessy 
cognac  in  the  bar  at  his  elegant  com- 
pany townhouse. 

Far  from  retiring,  Racamier  is  in- 
tent on  building  another  luxury 
goods  conglomerate.  He's  named  it 
Orcofi.  His  plan  is  to  develop  a  net- 
work of  luxury  shopping  centers 
across  Asia  and  a  network  of  small  and 
medium-size  companies  in  luxury 
goods  like  jewelry  and  crystalware. 
It's  an  interesting  business  plan:  He 
leases  space  in  the  centers  and  sells  his 
marketing  expertise  to  established 
luxury  goods  companies,  like  design- 
er Fendi  and  Italian  shoemaker  Fra- 
telli  Rossetti.  Gradually,  as  he  builds 
up  Orcofi 's  relatively  little -known 
brands,  they  will  also  occupy  space  in 
these  centers. 

In  spite  of  his  age,  Racamier  may 
yet  pull  it  off.  He  brings  with  him 
many  years  of  experience  as  a  canny 
manager  and  marketer.  While  he  was 
at  Louis  Vuitton,  he  built  a  network 
of  free-standing  boutiques  in  the  U.S, 
introducing  what  would  in  time  be- 
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come  the  standard  mode  of  distribu- 
tion for  luxury  goods.  The  LV  logo 
became  an  instantly  recognizable  sta- 
tus symbol. 

A  shrewd  marketing  man,  Raca- 
mier was  a  bit  naive  as  a  dealmaker — 
and  that  was  his  downfall.  He  permit- 
ted Louis  Vuitton  to  be  valued  too 
cheaply  at  the  time  of  the  merger  with 
Moet.  As  a  result  of  this  lopsided  deal, 
the  Racamier  and  Vuitton  families 
saw  their  60%  ownership  of  Louis 
Vuitton  diluted  to  a  mere  17%  posi- 
tion in  LVMH.  With  his  ownership  of 
LVMH  seriously  watered  down  by  the 
terms  of  the  merger,  Racamier  was 
ousted  by  Bernard  Arnault,  who  had 
been  able  to  mobilize  45%  of  the  stock 
with  the  help  of  French  investment 
bank  Lazard  Freres. 

Not  too  old  to  learn,  Racamier  is 
structuring  Orcofi  quite  differently. 
Backing  him  is  a  star-studded  roster  of 
French  investors:  Paribas,  Assurances 
Generales  de  France,  Elf-Aquitainc, 
Groupama,  L'Oreal  and  the  Roth- 
schild Group's  Francarep.  Together 
they  have  put  up  $300  million.  How- 
ever, the  backers  are  passive,  long- 
term  investors,  and  none  owns  more 
than  5%  of  Orcofi.  Racamier's  wife's 
family  owns  70%. 


And  this  time  he  has  assured  him- 
self of  getting  the  most  sophisticated 
financial  advice.  He's  hired  Gerard 
Eskenazi,  one  of  France's  best  finan- 
cial brains.  Eskenazi  will  advise  on 
acquisitions  and  handle  the  family 
fortune,  while  Racamier  will  focus  on 
marketing. 

If  Orcofi  needs  extra  capital,  Raca- 
mier will  have  little  trouble  raising  it. 
Right  now  most  of  his  and  his  wife's 
fortune  is  tied  up  in  LVMH  stock, 
currently  worth  $1.3  billion — about 
one-third  less  than  at  its  peak  a  year 
and  a  half  ago,  before  recession  hit  the 
luxury  goods  business.  Racamier  has 
recently  sold  3.24%  of  the  stake  in 
LVMH  to  Goldman,  Sachs  for  S340 
million.  Goldman,  in  turn,  immedi- 
ately placed  the  stock  with  institu- 
tional investors  in  Asia,  Europe  and 
the  I'.S. 

With  that  money  and  with  money 
from  investors  and  additional  sales  oi 
LVMH  stock,  Orcofi  will  be  able  to 
make   all   the   acquisitions   it    wants 
LVMH  is  not  the  only  luxury  goods 
company  whose  stock  has  dropped. 
So,  too,  have  the  prices  of  companies 
Orcofi  is  interested  in  acquiring.  Pin- 
ing the  1980s  companies  with  world 
famous  brands  were  selling  at  astro 
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'When  I  see  one  of  our 
freshly  painted  cars, 
I  feel  it's  a  piece  of  art." 

Larry  Dickinson,  Paint  Supervisor, 
Ford  Employee  for  23  years. 


Profile  in  Quality 
#27:  Pride    — *- 

The  finish  that 
Larry  Dickinson's 
team  puts  on  our  cars 

is  a  true  reflection  ol ^ 

the  quality  we  build 
into  our  cars. 

Larry  is  one 
of  over  366,000 
Ford  people 
worldwide  who 
are  committed  to 
making  quality 
Job  1. 

Our  goal  is  to  build 
the  highest  quality 

cars  and  trucks       ___ 

in  the  world,    ("<3g^ 


cfaixl 


Bu(kle  up  —  Together  we  ran  save  live s. 


FORD,  MERCURY  LINCOLN,  FORD  TRUCKS 

Always  insist  on  genuine  Ford  Motor  Company  collision  repair  parts. 


Van  Kampen  Merritt 


Van  Kampen  Merritt  Short-Tbrm  Global  Income  Fund 


Make  The  World  Work  For  You" 


Higher  returns  on  quality,  short-terra  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short-Term  Global  Income  Fund.  It  invests  in 
high-quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  result  can  be  a  more  stable  net  asset  value  than 


longer-term  global  bond  funds— and  you  can  benefit  from 
favorable  market  conditions  all  around  the  world,  not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask  your 
investment  representative  for  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses.  Or  call,  1-800-DIAL-VKM,  ext.  1204.  Please 
read  the  prospectus  carefully  before  you  invest  or  send 
money. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction9 


Although  the  Fund's  net  asset  value  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rales,  the  Fund  will  seel  ilnimize  these 

fluctuations  by  maintaining  a  portl  nvestments  that  is,  on  the  whole,  relativelj  neutral  to  fluctuations  in  the  value  of  the  1  S  dollar 

(relative  to  an  aggregate  of  the  i  if  major  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  m  hedging  and  I 

management  transactions  to  seek ;  o  m  ,(  fluctuations  in  net  asset  value  which  are  due  to  changes  in  currency  exchange  rates  The 

principal  value  and  investment  ret  urn  -      unci  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the 
time  of  purchase. SM  and®  denotes  register.   I  trademark  of  Van  Kampen  Merritt 
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Henry  Racamier 

nomical  prices,  up  to  33  times  earn- 
ings. Now  they  are  likely  to  sell  at 
multiples  of  10  to  20. 

Racamier  has  already  bought  stakes 
in  small  and  medium -size  companies. 
The  best-known  company  so  far  is 
Lanvin,  a  102-year-old  moneylosing 
couture  house  that  had  a  declining 
reputation.  Racamier  bought  a  50% 
stake  for  an  estimated  $90  million,  at 
about  1.5  times  Lanvin's  revenues. 
That  sounds  like  a  lot  of  money  for  a 
moneylosing  business,  but  Racamier 
hopes  to  do  for  Lanvin  what  Alain 
Wertheimer  did  for  Chanel:  revive  a 
tattered  name. 

First  he  must  rid  it  of  franchisees 
and  licensees.  He  has  already  brought 
in  Chanel's  former  president,  Michel 
Pietrini,  to  handle  the  job.  Lanvin  has 
under  contract  Claude  Montana,  one 
of  Europe's  hottest  designers.  Orcofi 
is  said  to  be  negotiating  to  buy  Mon- 
tana's fragrances,  which  are  now 
owned  by  SmithKline  Beecham. 

If  Racamier  can  persuade  Montana 
to  design  ready-to-wear  for  Lanvin  as 
well  as  couture  clothing  and  if  he  can 
get  the  perfumes  under  his  banner,  he 
will  be  in  good  shape  to  exploit  Mon- 
tana's reputation  and  the  still  reso- 
nant Lanvin  name. 

Racamier  has  also  purchased  for 
Orcofi  pieces  of  several  companies, 
including  crystal  maker  Daum  and 
accessories  designer  Philippe  Model. 
He  is  actively  looking  for  a  watchmak- 
er and  jeweler,  among  others. 

Even  further  advanced  are  his  Asian 
shopping  centers.  Racamier  is  build- 
ing them  with  local  developers  in 
places  like  Taipei  and  Honolulu, 
Guam  and  Sydney.  The  first  one,  in 
Taipei,  is  already  open. 

Ambitious  plans  for  a  78-year-old. 
But  former  associates  say  the  debonair 
Racamier  is  as  ambitious  and  active  as 
ever.  He  spends  only  a  few  weeks  each 
year  on  Tiis  100-foot  boat,  Whither, 
and  then  only  reluctantly,  at  his  wife's 
urgent  request.  Other  days  he's  at  his 
office  at  10  each  morning,  and  on  the 
Paris  cocktail  circuit  many  nights  of 
the  week,  making  contacts,  keeping 
high  visibility  in  the  business  and 
social  communities. 

Work  is  Racamier's  first  love — a 
love  in  this  case  sweetened  by  the 
prospect  of  making  trouble  for  his 
ally-turned-nemesis  Bernard  Arnault. 
Revenge  is  sweet.  ■■ 
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CHOOSEAREAL 

ESTATE  AGENT 

OF  THE  HIGHEST 

DEGREE. 


RESIDENTIAL  SALES  COUNCIL 

OF  THE  REALTORS  NATIONAL  MARKETING  INSTITUTE 


CERTIFIED  RESIDENTIAL  SPECIALIST 


CRS 


or  Call 


Buying  or  selling  a  home... maybe  the 
most  significant  financial  transaction 
you'll  ever  make.  Just  how  successful 
will  you  be? 

When  you  choose  a  CRS®  (Certified 
Residential  Specialist),  you  can  feel 
secure.  After  all,  you're  working  with 
one  of  the  top  agents  in  the  business.  A 
CRS  has  completed  hours  of  advanced 
study  in  listing,  selling,  investment, 
taxes  and  more.. .all  required  to  receive 
the  coveted  CRS  Designation. 

Choose  a  CRS,  a  guarantee  that  you 
have  the  help  of  a  proven  professional. 

For  more  information  write: 

The  Residential  Sales  Council 

430  N.  Michigan  Ave. 

Chicago,  IL  60611 

1-800-462-8841 


AS  I  SEE  IT 


When  Forbes  Four  Hundred  member  David  Chase  first 
invested  in  Poland  two  years  ago,  it  was  a  huge  gamble. 
Today  the  bet  is  paying  off  handsomely. 

Solidarity's 
partner 


By  Katarzyna  Wandycz 

When  David  Chase  arrived  in  the 
U.S.  from  Poland  in  1946,  he  figured 
it  was  for  good.  Chase  was  1 7  and  had 
survived  three  years  in  Auschwitz  and 
other  camps.  A  return  trip  to  Eastern 
Europe  was  not  on  his  mind. 

Starting  as  a  door-to-door  sales- 
man of  household  products,  Chase 
made  his  first  million  by  the  age  of  27 


after  forming  a  discount  department 
store.  In  the  late  1950s  he  developed 
shopping  centers,  and  later  diversified 
his  Chase  Enterprises  into  media, 
banking,  insurance  and  engineering. 
Chase  Enterprises'  net  worth  today: 
S500  million. 

Now   Chase,  62,  is  expanding  by 
going  back  to  Poland.   Through  a 


David  Chase  in  his  Hartford  office 
"Part  of  me  never  left  Poland." 
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subsidiary,  Warsaw- based  Chase  In- 
ternational, run  by  his  son-in-law, 
Roger  Freedman,  Chase  has  already 
invested  S20  million  in  Poland,  and 
employs  over  100  people  there.  Most 
of  the  money  has  gone  into  a  joint 
venture  with  Poland's  telephone 
♦company  to  build  a  fiber-optic  cable 
TV  system  to  serve  Poland's  10  million 
households.  The  venture  has  just 
started  hooking  up  homes  in  Gdansk, 
its  first  market,  and  hopes  to  sign  on  8 
million  subscribers  in  seven  years.  Ba- 
sic service  will  include  MTV,  the  rock 
music  channel,  and  CNN.  A  fiber-optic 
telephone  system  is  also  being 
planned. 

Chase  also  co-owns  Solidarity- 
Chase  Bank,  a  commercial  and  invest- 
ment bank.  It's  basically  a  brand  li- 
censing deal.  Solidarity,  of  course, 
was  the  trade  union  umbrella  group 
led  by  Lech  Walesa  that  brought  Po- 
land's Communist  Party  to  its  knees. 
In  this  deal,  Solidarity  gives  Chase  its 
famous  and  trustworthy  logo  for  99 
years.  In  return,  Solidarity  gets  51%  of 
the  bank.  Chase  puts  up  capital  and 
expertise,  and  gets  49%. 

Solidarity  originally  pitched  the 
deal  to  major  American  banks,  includ- 
ing Citibank,  to  no  avail.  Chase 
jumped  at  the  chance.  He  is  putting 
up  S12  million  in  capital  and  plans  an 
infusion  of  $100  million  more  by  the 
end  of  1991 .  Chase  and  Solidarity  are 
now  forming  a  similar  venture  to  sell 
life  and  property  insurance. 

Also  in  the  works:  a  joint  venture 
including  Chase  and  United  Illumi- 
nating of  New  Haven,  Conn,  to  retro- 
fit two  Polish  utilities.  Chase  is  also 
negotiating  with  two  Polish  car  fee 
tories  to  form  car  design  joint  ven 
tures.  Finally,  Chase  has  the  Wendy's 
franchise  for  Poland. 

If  all  his  deals  go  through,  says 
Chase,  his  interests  could  have  a  total 
capitalization  of  close  to  $3  billion  in 
five  years  or  so.  Just  back  from  War 
saw,  Chase  met  with  FORBES  in  his 
Hartford,  Conn,  office. 
Why,  if  Poles  earn  only  $150  a 
month  on  average,  is  Chase  invest- 
ing in  businesses  targeting  Polish 
consumers? 

Poland    doesn't    look    like    a     Third 
World  Country,  and  the  Polish  wealth 

is  greater  than  anticipated.  Mam  fem 

ilies  have  ton i"  people  working,  so  you 
should    look   at    per  family    income. 
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Last  year  50,000  children 

gave  their  parents  a 

crash  course  on  bike  helmets. 


Each  year,  50,000  children  sustain  serious  head  injuries  in  bicycle  accidents.  Wearing  an  ANSI 

or  SNELL  approved  bicycle  helmet  will  give  your  child  a  better  chance  to  walk  away  unhurt. 

For  more  information,  contact  the  National  Head  Injury  Foundation,  1 140  Connecticut  Avenue, 

Suite  812,  Washington,  D.C.  20036,  1-800-444-NHIF. 


AMERICAN 

REINSURANCE  COMPANY 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 
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They  were  making  $150  a  month  for 
the  last  45  years,  but  there  was  noth- 
ing to  spend  it  on,  and  they  got  most 
of  the  services  free.  And  many  Poles 
worked  in  the  West,  and  brought 
dollars  back  home. 

If  you  ask  a  Polish  person  if  he  or 
she  can  spend  $50  on  the  cable  TV 
hookup  and  then  $8  a  month,  it 
doesn't  seem  to  be  a  hardship  at  all. 
And  entertainment  is  a  great  priority 
because  there  are  only  two  state-run 
i\  channels,  and  they're  terrible. 

Let's  look  forward.  Our  cable  TV 
subscribers  will  want  new  TV  sets  be- 
cause most  of  them  are  black  and 
white.  And  we  have  the  bank,  so  we 


rather   train   that   person   from    the 
ground  up. 

I  fear  that  if  too  many  businesses 
fail,  there  may  be  a  disillusionment  in 
Eastern  Europe.  People  will  say:  If 
democracy  is  a  system  whereby  in  just 
a  few  months  people  go  out  of  busi- 
ness, then  we  don't  want  it.  So  we 
don't  get  involved  in  businesses  that 
we  don't  understand,  because  we 
would  have  very  little  to  contribute 
other  than  capital. 

Do  you  find  it  difficult  to  do  busi- 
ness   with    people    who    were    all 
brought  up  under  communism? 
We  find  that  Poles  at  the  administra- 
tive level  are  reluctant  to  make  deci- 


David  Chase  and 
Lech  Walesa 
Solidarity  was  a 
political  success. 
Now  it's  down  to 
business. 


will  finance  it.  We  will  also  offer  home 
mortgages,  which  are  nonexistent 
right  now.  Our  insurance  companies 
will  insure  the  dwellings.  Cable  will 
give  us  an  entrance  to  their  homes. 
So  far  Poles  have  been  buying  ev- 
erything with  cash.  They  don't 
seem  to  appreciate  the  Westerner's 
love  of  credit. 

There  is  some  reluctance  in  accepting 
the  foreign  and  the  new.  But  we  are 
going  to  be  a  Polish  bank,  not  a 
foreign  one.  And  there  is  the  trust  that 
goes  with  the  name  of  Solidarity. 
Why  not  take  an  equity  position  in 
an  existing  Polish  bank  that  is  pri- 
vatizing? Why  start  your  businesses 
in  Poland  from  scratch? 
If  I  were  to  make  a  deal  with  one  of 
the  privatizing  banks,  I  would  have  to 
take  over  the  practices  of  the  last  45 
years.  Rather  than  take  a  person  and 
change  his  or  her  habits,  we  would 
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sions.  Under  communism  everything 
was  done  by  committee.  So  you  meet 
with  a  person  and  discuss  the  situa- 
tion, and  the  person  says,  yes,  I  like  it. 
Then  he  goes  to  another  two  or  three 
people,  who  then  have  another  meet- 
ing, and  so  on.  Finally,  they  will  or  will 
not  get  a  permission  from  the  highest 
level  of  authority  to  go  forward. 
Is  that  delaying  you? 
We  had  to  wait  because  the  insurance 
laws  were  being  finished,  but  now  we 
already  have  a  casualty  company  law 
and  a  life  insurance  company  law.  The 
banking  functions  were  not  fully  de- 
fined; now  the  laws  have  passed. 
However,  there  are  still  some  prob- 
lems to  overcome,  such  as  who  owns  a 
piece  of  property. 

Let's  say  your  grandfather  had  a 

home  on  a  piece  of  property  years  ago, 

nd  today  there  is  an  office  building 

on  it.  Who  owns  it?  The  government? 


Or  you?  They  are  still  struggling  with 
that  situation. 

We  have  also  experienced  delays 
because  officials  were  being  replaced. 
The  [current]  minister  of  privatiza- 
tion is  maybe  the  fourth  minister  we 
are  dealing  with.  But  we  are  getting 
<  things  done  much  faster  now.  What 
took  us  a  year  to  do  three  years  ago, 
we  can  do  in  30  days  now. 

I  don't  get  involved  in  the  politics.  I 
don't  think  I  belong  there. 
I've  recently  heard  that  the  attitude 
in  Central  Europe  is:  First  we  were 
being  exploited  by  communists, 
and  now  by  capitalists.  What  do  the 
Poles  now  think  of  foreigners? 
The  Polish  people  don't  look  at  me  as 
if  I  came  to  exploit  the  country.  Of 
course,  they  know  my  background; 
my  family  had  been  living  in  Poland 
for  500  years.  And  because  I  speak  the 
language  there  is  a  feeling  of  trust. 
More  importantly,  they  also  realize 
that  I'm  not  trying  to  earn  a  dollar 
overnight.  And  of  course  [a  Polish] 
telephone  company  is  our  partner, 
every  city-  is  our  partner,  and  Solidari- 
ty is  our  partner.  We  are  part  of 
Poland. 

That's  not  to  say  that  there  is  some- 
thing wrong  with  being  a  foreigner. 
Polish  people  like  Western  Europe- 
ans. They  respect  but  also,  honestly, 
fear  the  Germans.  And  Poland  looks 
at  America  as  its  greatest  ally.  An 
American  person  coming  to  Poland  is 
the  most  welcome. 
Poland  is  still  considered  by  many 
to  be  an  anti-Semitic  country,  yet 
that  didn't  deter  you  from  going 
back  there. 

There  is  a  certain  segment  in  Poland, 
as  in  any  country,  including  the  U.S., 
that  will  probably  always  be  ami  Se- 
mitic because  they  have  to  have  a 
scapegoat.  But  the  intelligent  people, 
the  average  person  in  Poland,  just 
doesn't  feel  that  way.  My  sister  I  Iclcn 
is  alive  because  a  friend  of  my  father 
adopted  her  [during  the  war]  and  she 
[lived  as]  a  Catholic  for  three  years 

I  have  gotten  some  flak  from  my 
own  people,  especially  the  survivors, 
who  say:  "Why  do  you  want  to  go 
back  to  Poland?  Is  money  that  impor 
tant  to  you?"  It's  not  a  question  of 
money.  I  guess  deep  down  I  always 
wanted  to  go  back.  Deep  down  part  <>t 
me  will  always  be  in  Poland,  and  never 
left  Poland.  ■ 

Forbes  "May 27,  L991 
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Most  business  people  think  they  can  live  with 
the  EPA's  proposed  air  pollution  rules.  This 
makes  the  hard-line  enviros  very  suspicious. 

Green  tape 
factory 

By  William  Tucker 

Quietly  and  without  much  fanfare,  sions-credits  trading  system,  which  is 
the  Environmental  Protection  Agen-  the  best  way  to  deal  with  most  air 
cy  is  moving  toward  a  system  requir-  pollution,"  says  John  Palmisano, 
ing  federal  permits  for  air  polluters.         president  of  aer*x,  the  nation's  larg- 

On  Apr.  24  the  epa  released  pro-  est  consultant  in  emissions  trading 
posed  regulations  for  enforcing  the  (Forbes,  Mar.  5, 1990).  "The  trouble 
Clean  Air  Act  of  1990. 
Even  before  the  regulations 
were  published,  the  Clean 
Air  bill  was  expected  to  cost 
the  economy  over  $12  bil- 
lion a  year  by  1995  and  $25 
billion  a  year  by  2005  (both 
in  1988  dollars).  The  new 
rules,  if  approved  after  a  60- 
day  public  comment  peri- 
od, help  explain  those  hefty 
amounts.  By  1998  even 
neighborhood  dry  cleaners 
in  some  cities  could  be  sub- 
ject to  epa's  regulation  and 
tangled  in  costly  green 
tape. 

Yet  most  of  the  business 
people  involved  in  negoti- 
ating the  regulations  are 
not  entirely  unhappy  about 
the  probable  outcome. 
"There's  been  a  lot  of  dis- 
satisfaction with  the  old 
federal  system,  which  only 
required  permits  for  new 
sources  of  pollution,"  says 

Ernest  Rosenberg,  director  of  the  Na-  is,  it  can  also  be  the  basis  of  a  com- 
tional  Environmental  Development  mand-and-control  system,  which  is 
Association,  an  industry-labor  group,  substantially  inferior.  Which  way  it 
"Both  industry  and  the  environmen-  goes,"  he  adds,  "will  be  pretty  much 
talists  were  unhappy  with  the  way  so  up  to  the  EPA." 
many  polluters  were  escaping  the  William  Rosenberg,  the  epa's  assis- 
regs."  tant  administrator  for  air  and  radia- 

Supporters  of  market-based  solu-  tion,  swears  the  agency  is  doing  all  it 
tions  to  environmental  problems  are  can  to  prevent  the  permitting  process 
guardedly  optimistic.  "A  good  per-  from  turning  into  a  bureaucratic 
mitting  system  is  essential  to  an  emis-      nightmare.   "I'm  a  successful  small 


Environmental  Protection  Agency's  William  Rosenberg 
Negotiation  now  beats  lawsuits  later. 


businessman  myself,  and  I  know  how 
much  it  costs  for  somebody  to  raise 
his  hand  to  go  to  the  bathroom,"  says 
Rosenberg.  "We're  doing  everything 
we  can  to  minimize  inefficiencies." 

One  epa  innovation  has  been  to 
hold  frequent  consultations  with  the 
major  players  while  the  regulations 
are  being  drawn  up.  Over  the  past  five 
months,  for  example,  the  agency  has 
sponsored  roundtable  discussions,  fo- 
cusing on  the  permitting  rules,  with 
representatives  from  industry,  envi- 
ronmental groups,  small  businesses 
and  state  and  local  governments  in 
attendance. 

"We  found  that  if  we  get  everyone 
in  the  same  room  together,  we  can 
reach  some  kind  of  meeting  of  the 
minds,"  says  Rosenberg.  "I'd  say  we 
achieved  consensus  on  about  95%  of 
the  issues." 
After  playing  an  important  role  in 
the  discussions,  industrial 
groups  are  cautiously  up- 
beat. Says  Theresa  Pugh, 
director  of  environmental 
quality  at  the  National  As- 
sociation of  Manufacturers, 
who  participated  in  the  dis- 
cussions on  the  permitting 
issue,  "What  we're  seeing 
now  is  a  lot  better  than 
what  we  saw  [in  the  earlier 
draft  of  the  regulations] 
back  in  December." 

It  comes  as  no  surprise 
that  a  compromise  that  sat- 
isfies business  people 
alarms  professional  envi- 
ronmentalists. "The  epa 
has  completely  broken  faith 
with  the  American  public," 
asserts  Blake  Early,  the  Sier- 
ra Club's  Washington, 
D.C.  representative.  "As 
written  right  now,  the  reg- 
ulations are  not  only  ille- 
gal— they  will  allow  indus- 
tries to  do  just  about  any- 
thing they  want." 

Early  and  other  environmentalists 
are  focusing  their  attention  on  a  pro- 
posed rule  that  would  allow  business- 
es to  make  small  changes  in  their 
emissions  of  regulated  pollutants 
without  having  to  go  through  an 
elaborate  permission-seeking  process. 
The  rule  would  require  a  company  to 
ask  the  state,  whose  local  bureaucracy 
would  administer  the  program,  for 


Forbes  "May  27,  1991 
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It  took  a  visionary  to  dream  up  Robosaurus.  But  it  took  Parker  Hannifin  to  bring  it  to  life. 


Engineer  Doug  Malewicki  challenges 
convention.  An  award-winning  in- 
ventor who  extends  the  bounds  of 
the  possible,  Malewicki  has  designed 
a  host  of  unlikely  vehicles,  including 
a  three-wheeled,  gas-sipping  car  that 
gets  more  than  150  miles  to  the  gal- 
lon. But  nothing  compares  in  magni- 
tude to  Robosaurus,  a  huge  electro- 
hydraulic  monster  that  chews 
up-and  then  throws  away-cars,  to 
the  delight  of  fans  at  auto  shows  na- 
tionwide. 

Standing  40  feet  tall,  Malewicki 's 
hi-tech  Tyrannosaurus  isn't  just 
whimsy.  Robosaurus  was  designed  to 
draw  crowds-as  it  tours  arenas  and 
captures  imaginations. 

And  that  was  the  engineering 
challenge:  Robosaurus  had  to  pack 
maximum  entertainment  value  into  a 
highly  reliable  design  that  could  be 
easily  transported  and  erected.  Its 
58,000-pound  steel  skeleton  had  to 
simultaneously  grip,  lift,  and  crush 
two-ton  cars,  while  ensuring  the  safe- 
ty of  the  operator  and  the  audience. 

To  give  Robosaurus  life,  Male- 
wicki relied  on  the  engineering 
know-how  of  Parker  Hannifin  Cor- 
poration, the  world's  largest  manu- 
facturer of  motion-control  compo- 
nents and  systems.  Working  with  a 
team  of  Parker  engineers,  Malewicki 
tapped  the  talents  of  eight  of  their  di- 
visions and  borrowed  ideas  from 
Parker  technologies  spanning  indus- 
tries as  diverse  as  aerospace  and  au- 
tomotive manufacturing. 

Engineers  who  have  seen  Ro- 
bosaurus in  action  call  it  a  "powerful 
demonstration  of  state-of-the-art  hy- 
draulic technology."  Powered  by  a 
500-horsepower,  twin-turbo  diesel 
engine,  and  controlled  by  a  500  gal- 
lon hydraulic  fluid  system,  Ro 
bosaurus  required  some  of  Parker's 
most  advanced  components  in  order 


to  replicate  the  menacing  action  of 
the  original  Tyrannosaurus. 

The  jaws  alone  proved  an  engi- 
neering challenge.  Their  elongated 
reptilian  design  provided  little  lever- 
age and  no  mechanical  advantage. 
But  they  still  needed  to  exert  15,000 
to  20,000  pounds  of  precision  force. 


terns  for  Robosaurus.  The  Company 
utilizes  the  same  technologies  that 
brought  Robosaurus  to  life  in  a  great 
many  useful,  productive  applica- 
tions-from  factory  automation  and 
robotics,  to  aviation  and  marine  ap- 
plications, to  farm  and  construction 
machinery  of  all  kinds. 


TRAVELING  ROBOSAURUS 


HYDRAULICALLY-OPERATED 
LOCKING  MECHANISMS 


MECHANICAL 

STOP  PILOT 

COMPARTMENT 


LIFTABLE  WHEELSET  FOR  MANEUVERABILITY 
DURING  SHOWS  ONLY 


PAW  LIFTS  FOR 
ROAD  CLEARANCE 


Parker  Hannifin's  Fluidpower 
Group  came  up  with  the  solution. 
Working  closely  with  Malewicki  and 
his  people,  Parker  engineers  designed 
an  ingenious  turnkey  system  of  com- 
ponents that  included  cylinders,  fil- 
tration systems,  control  valves, 
pumps,  motors,  hoses,  fittings,  and 
seals.  The  result?  Robosaurus  can 
adeptly  scoop  up  a  car,  hold  it  firm- 
ly, and  then  crunch  it  in  its  jaws  be- 
fore tossing  it  to  the  ground. 

"In  essence,  Parker's  engineers 
became  a  part  of  our  design  ream," 
says  Malewicki.  "They  understood 
our  mission  in  making  Robosaurus 
an  entertainment  and  engineering 
marvel.  They  realized  our  needs  in 
terms  of  safety,  reliability,  appear- 
ance, and  profitability.  With  creativi- 
ty and  dedication,  they  worked  hard 
to  make  our  dream  work." 

Parker  does  a  good  deal  more 
than  provide  unique  fluidpower  svs 


The  type  of  partnership  em- 
ployed to  develop  Robosaurus  is  the 
driving  force  behind  Parker  Han- 
nifin's worldwide  pre-eminence  in 
motion-control  components  and  sys- 
tems. With  more  than  800  product 
lines  for  hydraulic,  pneumatic,  and 
electromechanical  applications  in 
some  1,200  industrial  and  aerospace 
markers,  Parker  operates  200  inanii 
facturing  plants  and  administrative 
offices.  In  addition,  the  (  ompan) 
supports  more  than  4,500  distribu- 
tors serving  more  than  258,000  ens 
tomers  in  every  corner  of  the  world. 

Numbers  aside,  however,  it's  the 
meshing  ot  customer  service,  techno 

logical  expertise  and  creative  prob- 
lem-solving that  makes  Parkei  >.<>m 
ponents  and  systems  the  fim  choice 

for   a    wide    range   of  global   CUS 
tomers  -from  aircraft  to  machine  tool 

manufacturers,  including  creative  en 

gineers  like  Doug  Malewicki. 


VJ  i.  vr  t  «-»      »• 


Some  engineering  challenges  ate  real  monsters 


Innovative  "engineer  Doug  Malewicki 
envisionecra  unique  and  challenging 
assignment.  With  Parker's  cooperation, 
he  created  a  monster-  an  electrohydro- 
mechanical  monster  named  Robosaurus. 

Robosaurus  demolishes  cars  and 
thrills  auto  extravaganza  crowds. 
He  raises  them  50  feet  from  the 
ground.  He  bites  them  in  half,  rips  off 
their  roofs,  and  crushes  them  in  his 
monster-sized  hands  before  hurling 
the  mangled  carcasses  to  the  ground. 


Getting  this  fire-breathing,  fully- 
movable,  car-crushing  monster 
operational  called  for  the  contributions 
of  eight  Parker  divisions. 

Parker  engineers  assisted  Malewicki 
and  his  team  in  designing  a  unique 
turnkey  system  of  cylinders,  valves, 
pumps,  motors,  filters,  seals,  hoses, 
and  fittings.  And  Parker's  support 
system  keeps  Robosaurus  in  shape  as 
he  tours  the  world. 

This  type  of  hands-on  involvement 


exemplifies  the  Company's  partner- 
ships with  industrial,  automotive, 
and  aerospace  manufacturers  the  world 
over  -  partnerships  which  have  helped 
make  Parker  a  $2.45  billion-per-year 
leader  in  the  motion-control  industry. 

For  Parker's  fiscal  1990  annual 
report,  write:  Parker  Hannifin 
Corporation,  Dept.  FB-16A, 
17325  Euclid  Avenue,  Cleveland,  Ohio 
441 12-1290.  For  product  information, 
customers  may  call  1-800-C-PARKER. 


A  partnership  in  vital  technologies 


Parker 


(PH-NYSE) 
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From  The  Center, 

It's  Easy  To  Move  Quickly 

In  All  Directions. 

From  Missouri,  you  can  reach  20  states  and  over 
100  million  people  in  a  days  drive.  That's  one  of  the 
advantages  of  being  the  geographic  and  population 
center  of  the  country. 

We're  at  the  crossroads  of  ten  interstate  highways, 
and  the  second-largest  rail  terminal  and  inland  water- 
way in  the  country.  So  we  can  help  move  your  goods 
more  efficiently. 

And  Missouri's  skilled  workforce  is  available  to 
help  increase  your  company's  productivity. 

To  find  out  more  about  Missouri,  and  why  350 
of  the  Fortune  500  companies  are  here,  write  or  call 
toll-free.  You'll  see  that  when  it  comes  to  business, 
Missouri's  the  natural  choice. 

The 

Missouri 

Advantage 
1-800-523-1434 

TheMlsi Id'   >   P.O. Box  118, Jefferaon City, MO 65102  9013 
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Clean  air  regulations 


"minor  permit  amendments."  If  the 
state  did  not  veto  the  application 
within  seven  days,  the  company 
would  be  free  to  make  the  changes. 

The  greens  and  their  supporters  in 
Congress  see  in  this  flexibility  a  giant 
loophole  through  which  industries 
will  escape  the  regulatory  net  entirely. 
At  a  hastily  convened  May  1  hearing 
of  the  House  Subcommittee  on 
Health  &  the  Environment,  Chair- 
man Henry  Waxman  (D-Calif),  who 
represents  Hollywood,  harrumphed 
that  he  was  "deeply  disturbed"  by  the 
"gaping  loophole."  Grumbles  the  Si- 
erra Club's  Early,  "The  real  problem 
is  that  the  permit  would  become  a 
shield  protecting  the  polluter  from 
citizens'  lawsuits." 

The  Environmental  Protection 
Agency  says  these  concerns  are  over- 
blown. Says  EPA  General  Counsel  E. 
Don  Elliott,  "It's  an  unfair  character- 
ization to  say  that  because  we 
haven't  made  detailed  regulatory 
specifications  for  these  changes,  peo- 
ple can  do  anything  they  want." 

Theresa  Pugh  points  out  that  busi- 
ness needs  flexibility  if  it  is  to  stay 
competitive.  Says  she:  "The  environ- 
mentalists think  industries  can  say  five 


Chemical  manufacturers  that  batch  their  products  will  be  among  the  most  affected 
But  without  flexibility  U.S.  companies  won't  be  able  to  compete. 


years  in  advance  what  they're  going  to 
be  manufacturing.  But  a  lot  of  our 
companies  don't  know  from  week  to 
week  what  they're  going  to  be  mak- 
ing. It's  rather  incongruous  that  the 
epa  is  pushing  us  toward  standardiza- 
tion at  a  time  when  industry  is  moving 
away  from  standardized  products  and 
into  'batching'  [mixing  a  variety  of 
products  to  exact  specifications].  It's 
micromanagement  of  what  manufac- 


turers do.  Without  flexibility  Ameri- 
can industries  just  aren't  going  to  be 
able  to  compete." 

Professional  environmentalists  are 
not  the  only  people  in  the  U.S.  con- 
cerned about  the  environment.  But 
too  many  of  them  seem  to  want  to  use 
environmentalist  regulations  to  im- 
pose on  business  the  kind  of  bureau- 
cratic controls  that  the  electorate 
shows  no  interest  in  having.  ■■ 


//  Hollywood  is  indeed  ruled  by  Czars, 
the  Regent  Beverly  Wilshire  is  their  palace. 


Palatial  grandeur,  revolu- 
tionary luxury.  The  perfect 
court  for  both  movie  czars 
and  corporate  stars. 

the 


OPENING  CREDITS 


BEVERLY  WILSHIRE 

BEVERLY  HILLS 
A  REGENT«>INTERNAT10NAL  HOTEL 


AUCKLAND.  BANGKOK.  BEVERLY  HILLS.  CHICAGO.  FIJI.  HONG  KONG.  KUALA  LUMPUR.  MELBOURNE.  NEW  YORK.  SINGAPORE.  SYDNEY.  TAIPEI. 


(800)545-4000 


RAYTHEON 
PROTECTS. 


Literally  overnight,  the  world  became  aware  of  the 
Raytheon-built  Patriot  air  defense  system.  Its  performance 
in  the  Middle  East  speaks  for  itself. 

And  yet  Patriot  is  only  one  product  from  one  division 
of  Ravtheon. 
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RAYTHEON 
BUILDS. 


Close  to  half  of  our  annual  sales  come  from  non- 
defense-related  products  and  services. 

For  example,  for  more  than  20  years,  Raytheon  and 
key  subsidiaries-including  Badger  and  United  Engineers  & 
Constructors-have  been  providing  engineering,  technology, 
project  management  and  construction  skills  for  industries 
such  as  oil  and  gas,  electric  power,  steel,  petrochemicals  and 
pharmaceuticals. 

We're  working  globally  to  help  vital  industries  solve 
engineering,  construction  and  environmental  problems- 
from  building  oil  refineries  and  power  plants  to  building 
equipment  that  builds  the  roads. 

For  more  information  on  the  surprising  world  of 
Raytheon,  write  for  our  1990  Annual  Report:  Raytheon 
Company,  141  Spring  Street,  Lexington,  MA  02173. 


Pioneering  in  modular  construction. 


Upgrading  air  traffic  control  systems. 


is  more 
than  Patriot. 


Engineering  services  for  the  process  industries.    Constructing  desalin  izatton  plants. 


Building  equipment  thai  builds  the  roads. 


Raytheon 


After  years  of  fat  profits,  supermarkets  are  battling 
overcapacity  and  recession-wary  consumers  with 
fierce  price-cutting.  Is  the  feast  about  to  end? 

Food  fight 


By  Laura  Jereski 

It  COULD  be  diet  time  for  the  profit- 
ability of  supermarkets,  those  high- 
multiple  companies  favored  by  inves- 
tors who  figure  that  people  always 
have  to  eat.  An  excess  of  stores,  in- 
roads by  aggressive  competitors,  in- 
cipient price  wars  and  a  rational  con- 
sumer finally  taking  charge  at  the 
checkout  counter  are  all  contributing 
to  the  coming  weight  loss. 

So  far,  Wall  Street  does  not  seem  to 
have  noticed.  Food  chain  shares  still 
trade  at  hefty  multiples  of  earnings. 
Boise,  Idaho-based  Albertson's 
trades  at  27  times  trailing  earnings, 
Smith's  Food  &  Drug  of  Salt  Lake 
City  at  29.  Even  an  underperforming, 
leveraged  chain  like  Vons  sells  at  21. 
The  overall  market  multiple,  mean- 
while, is  about  18. 


What  Wall  Street  sees  in  the  indus- 
try is  leveraged  retailers  that  have 
been  thriving  on  limited  competition, 
better  distribution  and  high-margin 
departments  like  delis  and  bakeries. 
They've  trimmed  marginal  stores, 
too.  Result?  According  to  Sutro  & 
Co.,  70%  of  Safeway's  stores  and  90% 
of  Vons  are  either  number  one  or  two 
in  their  markets.  And  by  dominating 
market  share  in  key  areas,  the  chains 
could  control  pricing.  Says  Gary 
Vineberg  of  Dean  Witter,  "If  the 
industry  weren't  so  leveraged,  the 
consumer  would  be  getting  better 
deals." 

From  1988  through  1990  the  un- 
derlying rate  of  retail  food  inflation 
ran  at  about  6%,  significantly  ahead  of 
the  overall  inflation  rate  of  5%.  And  in 
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Linking  shelf  tags  to  prices  at  the  checkout  counter. 
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major  urban  markets  like  Detroit, 
Boston  and  Washington,  where  mar- 
ket share  is  concentrated,  it  averaged 
about  5.5%.  All  this  helped  boost 
gross  margins  during  this  period  from 
22.2%  to  23.4%.  And  those  are  aver- 
ages." At  Safeway,  margins  increased 
'from  25.3%  to  25.8%. 

But  food  inflation  is  now  well  be- 
low overall  inflation  in  those  major 
markets.  In  Los  Angeles,  dominated 
by  Vons,  American  Stores'  Lucky 
chain  and  Ralph's,  retail  food  prices 
have  fallen  since  the  beginning  of  the 
year.  First-quarter  same-store  sales 
growth  for  many  chains  was  slim  at 
best.  The  reason:  American  consum- 
ers, burdened  with  debt  and  cutting 
back  spending  in  a  recession,  are  sim- 
ply spending  less  on  food.  "America  is 
going  on  a  diet,"  says  DRi/McGraw- 
Hill  economist  David  Kelly. 

According  to  a  study  done  by  A.C. 
Nielsen  in  the  first  quarter  of  1991, 
coupon  use  has  risen,  and  three  out  of 
four  shoppers  say  they  will  keep  using 
coupons.  That  means  pressure  on 
gross  margins.  In  Boston,  dominated 
by  leveraged  Stop  &  Shop,  Purity 
Supreme  and  American  Stores'  Star 
Market,  business  has  slowed  so  much 
that  Star  Market  has  started  offering 
double  coupons,  reaching  into  its 
own  pocket  to  hand  consumers  the 
value  of  coupons  presented.  Thus,  for 
example,  if  a  manufacturer's  coupon 
offers  25  cents  off  a  can  of  coffee,  the 
store  matches  the  quarter. 

The  shock  will  be  especially  rude  in 
the  South  and  Southwest,  where 
chains  are  furiously  putting  up  huge 
new  stores.  Two  years  can  elapse  from 
scouting  sites  to  opening  doors,  so 
t hat  once  attractive  markets  become 
overbuilt. 

That's  just  what's  happened  in  Ari- 
zona, a  state  important  to  Kroger  and 
Safeway.  Since  Smith's  and  Albert- 
son's started  building  their  huge  food 
and  drug  "combostores"  in  Phoenix 
and  its  affluent  surroundings  two 
years  ago,  that  market  has  been  the 
site  of  the  most  heated  battle  in  years. 
Together  the  two  stores  added  nearly 
2  million  square  feet  of  buying  space 
to  a  14- million  square  foot  market. 
In  fact,  the  competition  for  sites  is  so 
fierce  that  Smith's  spent  ,\n  estimated 
$2  million  readying  a  3  acre  site  in  the 
Show  Tow  area  (pop.  50,000) only  to 
back  out  a  year  ago  when  the  chain 
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learned  that  a  competitor  planned  a 
store  nearby. 

To  attract  customers  the  chains 
have  been  waging  fierce  price  wars — 
on  staples  as  well  as  promotional 
items.  Iceberg  lettuce,  for  example,  is 
advertised  for  19  cents  in  Phoenix, 
down  from  39  cents  a  year  ago.  Eggs 
are  39  cents  a  dozen  at  Fry's,  the 
Kroger  division.  Smith's  has  priced  a 
gallon  of  2%  milk  at  79  cents,  far 
below  Safeway's  price  of  $1.69. 

Costh'  campaigns  such  as  these 
have  wrested  perhaps  6%  of  the  Phoe- 
nix market  for  Smith's  and  7%  for 
Albertson's.  No  stores  have  closed 
yet,  but  that  may  soon  come.  In  Feb- 
ruary abco,  a  77-store  Phoenix  chain 
bought  out  by  New  York's  Odyssey 
Partners,  got  a  $12  million  loan  from 
its  supplier  to  recapitalize  after  de- 
faulting on  its  debt. 

If  anything,  price  wars  seem  to  be 
spreading.  Winn-Dixie,  a  southeast- 
ern chain  that  had  been  losing  share  to 
Kroger  and  other  expansion-minded 
chains,  is  fighting  back  by  converting 
to  an  everyday-low-price  format. 
When  the  format  rolled  out  in  Adanta 
over  Easter  weekend,  Kroger,  which 
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dominates  the  state,  immediately  of- 
fered triple  coupons — dipping  into  its 
own  pocket  to  offer  the  consumer 
twice  the  value  of  a  coupon. 

The  expansion  of  well-capitalized 
chains  beyond  their  regional  bases  is 
threatening  to  throw  off  the  careful 
balance  in  other  markets,  too. 

Dallas,  an  important  market  to 
Kroger  and  American  Stores,  has 
been  in  a  tizzy  since  Salisbury,  N.C.- 
based  Food  Lion  announced  plans  to 
open  40  stores  this  fall  (Forbes,  Apr. 
1).  Food  Lion's  smaller  stores  carry 
fewer  items,  but  at  lower  prices,  be- 
cause the  chain  buys  all  its  goods 
through  its  North  Carolina  headquar- 
ters. The  last  time  Food  Lion  tackled  a 
major  market — Jacksonville,  Fla. — 
food  prices  dropped  6%.  Already 
some  Dallas  stores  are  responding  to 
the  Food  Lion  threat  by  offering  tri- 
ple coupons.  Prices  are  falling,  even 
on  milk,  which  is  now  50  cents  less  per 
gallon  than  in  Houston. 

The  next  major  battlefield  will 
probably  be  southern  California,  the 
nation's  largest  market,  with  19  mil- 
lion people.  Smith's  plans  to  open 
about   8   of  its   75,000-square-foot 


stores  this  year,  15  more  next  year, 
and  eventually  envisions  60  stores 
serviced  by  a  new  distribution  center 
in  Phoenix.  Albertson's,  too,  wants  to 
wrest  share  from  the  three  heavily 
leveraged  players  that  dominate  the 
market.  Albertson's  goal  is  to  open  7 
or  8  stores  per  year.  One  food  broker 
supplying  Los  Angeles  says  price  wars 
continued  even  with  the  lbos,  and 
have  intensified  in  the  last  six  months. 
He  estimates  it  could  cost  each  chain 
up  to  $90,000  a  week  to  maintain 
double-coupon  promotions. 

How  to  fight  back?  Some  chains  are 
starting  to  use  the  information  gener- 
ated by  their  scanners  at  the  checkout 
to  counter  quickly  what  the  compcti 
tion  does — not  unlike  the  way  airlines 
instantly  adjust  fares.  Vons,  for  exam- 
ple, is  experimenting  with  labor-sav- 
ing electronic  price  displays  linked  to 
its  checkout  scanners.  That  w.i\ , 
prices  can  be  changed  instantly. 
"That's  rational  competition, "  s.ns 
PaincWcbber  analyst  Gary  Ciiblcn. 

But    in    this    environment,    price 
change  usually  means  price  reduction. 
With  those  generous  supermarket  val 
uations,  is  Wall  Street  listening)     Hi 
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The  media  love  to  portray  John  Paul  II  as  a 
socialist.  Read  his  new  encyclical. 

A  papal  "yes" 
to  capitalism 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


Long  ago,  when  Al  Smith  was  run- 
ning for  the  presidency,  an  anti-Cath- 
olic journalist  deliberately  baited 
him,  asking  whether  he  agreed  with  a 
certain  encyclical  of  the  pope.  Genu- 
inely puzzled,  Smith  replied:  "What's 
an  encyclical?" 

A  lot  of  people  will  read  the  new 
encyclical  of  Pope  John  Paul  II,  Cen- 
tesimus  Annus  (May  1).  Controversy 
already  rages.  Leftists  desperately 
wanted  the  pope  to  rescue  socialism 
from  the  debris  of  history  and  to 
condemn  capitalism.  He  didn't  oblige 
them,  although  they  are  making  ef- 
forts to  claim  he  did. 

In  the  encyclical  the  pope  describes 


the  world  situation  today,  100  years 
after  Pope  Leo  XIII  in  1891  predicted 
the  "futility,"  as  well  as  the  "injus- 
tice" of  socialism.  The  Polish  pope 
proudly  notes  how  prescient  Leo  XIII 
was,  discerning  the  evils  of  socialism 
long,  before  there  was  any  socialist 
<•  state  to  carry  them  out.  John  Stuart 
Mill  was  taken  in  by  socialism;  Leo 
XIII  was  not. 

Pope  John  Paul  II  considers  him- 
self the  pope  of  workers.  He  speaks  on 
behalf  of  workers  and  unions  again 
and  again.  He  delights  in  showing 
that  workers  (rather  than  intellectu- 
als) led  the  way — nonviolentiy  and 
through  pertinacious  negotiations — 
to  the  overthrow  of  communism.  He 
wants  the  world  to  remember  that  the 
workers  of  his  native  Poland  (workers 
he  had  nourished  intellectually  for 
some  30  years)  composed  the  music 
of  the  requiem  of  communism. 

The  beauty  of  this  encyclical  letter, 
however,  is  what  the  pope  recom- 
mends after  communism.  Can  it  be 
said,  he  asks,  "that  after  the  failure  of 
communism,  capitalism  is  the  victori- 
ous social  system,  and  that  capitalism 
should  be  the  goal  of  [Eastern  Euro- 
pean] countries.  ...  Is  this  the  model 


;W 


which  ought  to  be  proposed  to  the 
Third  World?" 

His  answer  is  breathtakingly  im- 
portant. Most  of  the  world's  nearly 
1  billion  Catholics  live  in  the  Third 
World,  and  a  wrong  recommendation 
by  popes,  bishops  and  lay  activists 
might  doom  many  millions  to  endless 
poverty.  Including  John  Paul  IPs  fel- 
low Poles. 

The  pope  answers:  "If  by  'capital- 
ism' is  meant  an  economic  system 
which  recognizes  the  fundamental 
and  positive  role  of  business,  the  mar- 
ket, private  property  and  the  resulting 
responsibility  for  the  means  of  pro- 
duction, as  well  as  human  creativity  in 
the  economic  sector,  then  the  answer 
is  certainly  in  the  affirmative." 

Rather  than  "capitalism,"  the  pope 
suggests  that  "it  would  perhaps  be 
more  appropriate  to  speak  of  a  'busi- 
ness economy,'  'market  economy'  or 
simply  'free  economy.'  " 

The  pope  insists  that  economic 
freedom  is  at  core  ethical  and  religious 
freedom,  and  must  be  "circumscribed 
within  a  strong  juridical  framework 
that  places  it  at  the  service  of  human 
freedom  in  its  totality."  At  the  heart 
of  freedom,  he  repeats  often,  is  "obe- 


dience to  the  truth,"  fidelity  to  God's 
law.  This  law  is  found  in  the  way  in 
which  humans  practice  intelligent 
choice  and  moral  responsibility. 

Freedom  for  John  Paul  II  is  very 
different  from  license.  There  is  a  "hu- 
man ecology"  of  freedom  that  is  too 
much  neglected  these  days,  he  says. 
He  means  the  moral  atmosphere  nec- 
essary for  the  bringing  up  of  responsi- 
ble, cooperative,  imaginative  human 
beings,  worthy  of  the  gifts  of  their 
own  nature. 

The  pope  is  quite  critical  of  excesses 
of  state  power,  notably  so  in  the  case 
of  the  welfare  state. 

He  distinguishes  between  the  de- 
sire of  consumers  for  goods  of  ever 
better  quality,  and  those  appeals  to 
"instinct"  that  diminish  human  be- 
ings, corrupting  their  capacities  for 
intelligence,  responsibility  and  car- 
ing. This  he  calls  "consumerism." 
Advertisers  and  the  media  have  seri- 
ous accountability  in  the  realm  of 
"moral  ecology."  They  often  demean 
humans,  approaching  them  as  less 
than  God  made  them  to  be. 

For  John  Paul  II,  the  20th  century 
shows  that  atheism  cannot  cut  it. 
Atheistic  societies  do  not  see  that  the 


dignity  of  persons  comes  from  God. 
With  God  removed,  resistance  to  na- 
ked power  is  weakened.  They  are 
blind  to  what  is  in  humans — the  beau- 
ty and  infinite  value  of  the  person. 

The  social  role  of  the  Church,  he 
writes,  is  to  inspire  "a  great  move- 
ment for  the  defense  of  the  human 
person."  He  hopes  that  those  "who 
profess  no  religion"  will  also  help 
build  an  ethical  foundation  worthy  of 
human  dignity.  For  in  1989  (a  year 
that  is  pivotal  in  his  analysis),  this 
world  of  ours  began  a  new  adventure. 
A  great  many  nations  must  now  "start 
over,"  constructing  a  new  order  in  the 
Third  World  or  on  the  ruins  of  com- 
munism, in  the  framework  of  a  world 
made  more  interdependent  than  ever 
before  by  human  invention,  markets 
and  creative  genius. 

God,  the  pope  says,  is  the  source  of 
human  creativity.  From  this  source 
flows  the  goodness  of  all  forms  of 
creativity,  including  economic  cre- 
ativity. Jefferson  also  said:  "The  God 
who  gave  us  life  gave  us  liberty."  In 
the  name  of  liberty,  the  pope  lays 
down  many  challenges  to  our  present 
moral  and  political  life.  Read  this 
encyclical  and  cheer.  M 


We  just 

put  our  future 

on  the  line. 


The  future  is  something  that  just  happens. 
Or,  it's  something  that  you  make.  It  depends 
on  your  attitude. 

At  Ford,  we  just  put  our  future  on  the  line. 
With  a  new  tractor  that  performs  like  no  Ford 
has  ever  performed  before-the  AeroMax  120 
long  conventional.  The  most  fuel-efficient  big 
Ford  ever. 

And  a  new  way  of  doing  business  that  helps 
our  customers  stay  in  business. 

In  cab  comfort,  in  readability,  in  ease  of  main- 
tenance, there's  never  been  anything  from  Ford 
like  AeroMax  120. 


And,  there's  never  been  anything  from  Ford 
like  our  new  LineHauler  Club-with  24-hour 
Emergency  Hotline  supported  by  over  26,000 
suppliers  of  towing  and  repair  services,  fuel  and 
tires.  Or  our  Expanded  Parts  & 
Service  network.  Ford  Extended 
Service  Coverage  and  more. 
AeroMax  120.  Because  the 
future  is  up  to  you. 


TRUCKS 


Not  just  a  new  Ford . . . 
a  new  Ford  attitude. 


ON  THE  DOCKET 


Investments  that  don't  look  like  securities  may  be  after 
all:  good  news  for  investors,  bad  news  for  promoters. 

Seller  beware 


By  James  Lyons 

Which  financial  instruments  are  se- 
curities? Courts  have  struggled  with 
that  question  for  decades. 

Sure,  stocks  and  bonds  are  securi- 
ties, but  what  about  partnerships? 
What  about  condominiums? 

The  answers  are  important  because 
once  something  is  a  "security"  it  falls 
under  the  umbrella  of  the  federal 
securities  laws.  These  laws  protect 
investors  by  directing  that  all  relevant 


information  be  disclosed.  Peddle  se- 
curities missing  the  necessary  data, 
and  you've  got  securities  fraud. 

The  U.S.  Court  of  Appeals  for  the 
Ninth  Circuit  tackled  the  issue  recent- 
ly in  a  case  involving  some  hapless 
investors  in  partnerships  to  grow  jojo- 
ba beans.  Hailed  as  "the  super  bean  of 
the  future,'1  the  jojoba  produces  oil 
that  is  a  substitute  for  sperm  whale  oil, 
used  as  an  industrial  lubricant.  At  one 
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time,  jojoba  oil  sold  for  more  than 
$3,000  a  barrel. 

What  better  prospects  for  this  in- 
vestment than  doctors  and  dentists? 
They're  affluent  and  notoriously  bad 
speculators.  So  some  accountants  and 
lawyers,  acting  as  promoters,  went  to 
about  160  of  their  doctor  and  dentist 
clients,  each  of  whom  anted  up  any- 
where from  $23,000  to  $500,000, 
starting  in  1980. 

The  venture  was  a  bust.  The  inves- 
tors sued  the  promoters,  claiming  se- 
curities fraud.  Nonsense,  the  promot- 
ers said.  These  investors  were  general 
partners.  They  were  fully  responsible 
for  managing  die  project,  the  pro- 
moters argued.  The  investors  did  not 
buy  securities. 

Sounds  reasonable.  When  you  buy 
stock,  you're  relying  on  others  to 
manage  the  company.  But  when  you 
are  a  general  partner,  it's  your  job  to 
run  the  business.  If  the  deal  fails,  look 
in  the  mirror,  not  to  your  lawyer. 

Some  courts  have  adopted  this 
"bright-line"  test,  which  says  general 
partners  can  never  be  considered  to 
have  purchased  a  security. 

But  in  March  a  Ninth  Circuit  panel 
said  the  jojoba  investors  had  raised 
enough  "genuine  issues  of  fact"  to 
proceed  with  a  trial  to  determine  if  the 
partnerships  were  securities.  In  doing 
so,  the  court  followed  a  series  of  U.S. 
Supreme  Court  rulings  going  back  to 
1946.  Here's  the  reasoning: 

Think  of  a  security  as  a  contract. 
You  give  someone  money  and  they  try 
to  make  it  grow  by  building  a  busi- 
ness. Part  of  defining  what  is  a  security 
is  defining  an  investment  contract. 
The  Supreme  Court  did  this  45  years 
ago  in  the  simple  and  elegant  state- 
ment that  an  investment  contract  is 
"an  investment  of  money  in  a  com- 
mon enterprise  with  profits  to  come 
solely  from  the  efforts  of  others." 

Moreover,  the  court  said  this  defi 
nition  "embodies  a  flexible,  rather 
than  a  static  principle  ...  to  meet  the 
countless  and  variable  schemes  de 
vised  by  those  who  seek  the  use  of  the 
money  of  others  on  the  promise  of 
profits." 

The  stance  was  amplified  in  1967 
and  1974;  on  both  occasions  the  Su- 
preme Court  said  judges  should  look 
to  the  "economic  reality"  behind  a 
deal,  not  simply  to  its  form.  The  label 
on  the  investment  doesn'l  matter,  the 
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court  said;  it  is  the  underlying  nature 
of  the  transaction  that  counts. 

This  paved  the  way  for  all  sorrs  of 
investments  to  be  considered  securi- 
ties. Still,  though,  it's  hard  for  general 
partners  to  claim  that  they  are  essen- 
tially passive  investors  dependent  on 
the  efforts  of  others. 

In  fact,  just  three  years  ago  a  Ninth 
Circuit  panel  dismissed  a  securities 
fraud  suit  by  some  general  partners. 
The  court  said  they  had  sufficient 
control  over  the  investment.  Failure 
to  exercise  power  is  no  excuse,  the 
court  ruled. 

Less  than  a  year  later  11  Ninth 
Circuit  judges  considered  the  prob- 
lem once  again.  This  time  the  plaintiff 
was  a  man  who  had  bought  a  condo- 
minium unit  in  Honolulu.  The  unit 
was  bought  as  an  investment,  and  the 
property  rented  out.  When  the  rental 
income  fell  short,  the  man  sued  for 
securities  fraud. 

Outrageous,  right?  That's  what  five 
of  the  judges  thought.  But  six  felt  the 
plaintiff  had  at  least  raised  enough 
questions  to  go  to  trial.  The  dissenters 
condemned  the  majority's  opinion  as 
"a  recipe  for  indiscriminate  use  of  the 
federal  securities  laws." 

In  the  first  round  of  the  jojoba  case, 
a  district  court  in  the  Ninth  Circuit 
dismissed  the  investors'  claims,  ruling 
that  the  partnerships  were  not  securi- 
ties. The  judge's  reasoning  was  similar 
to  that  of  the  earlier  case  where  the 
general  partners  had  not  used  their 
power  to  control  the  enterprise. 
The  plaintiffs  appealed,  and  the  Ninth 
Circuit  panel  reversed. 

Central  to  the  appellate  court's 
opinion  was  the  fact  that  each  of  these 
partnerships  was  an  80-acre  plot  that 
was  part  of  a  2, 700 -acre  plantation.  As 
a  general  partner  of  one  of  the  individ- 
ual plots,  it  would  be  difficult  to 
control  the  management  of  the  entire 
plantation,  the  court  noted. 

The  upshot  of  all  this  is  less  tangled 
than  it  may  at  first  seem.  As  financial 
instruments  become  ever  more  ba- 
roque, and  promoters  become  more 
slick,  it's  worth  considering  the  origi- 
nal intent  of  the  securities  laws.  They 
arc  supposed  to  offer  investors  pro- 
tection. When  they  were  proposed 
almost  60  years  ago,  they  put  pronn  >i 
ers  on  notice.  Sellers  and  promoters 
were  supposed  to  beware — not  just 
buyers.  H 
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Japanese  companies  are  finding  out  the  hard  way 
about  the  perils  of  American  litigiousness. 

Costly  lessons  in 
discrimination 


By  Deborah  L.  Jacobs 

"The  naii.  that  sticks  up  gets  pound- 
ed down."  It's  a  Japanese  proverb 
repeatedly  cited  in  business  circles. 
But  there's  a  downside  as  Japanese 
firms  move  into  the  U.S.:  That 
pounded-down  nail  goes  to  court. 

American  workers  are  suing  their 
Japanese  bosses  in  U.S.  courts  over 
salaries,  working  conditions  and  pro- 
motions— a  costly  proposition  for  the 
Japanese. 

Last  December,  for  example,  for- 
mer employees  of  Matsushita  Elec- 
tric's  Quasar  Co.  won  $4.8  million  in 
a  discrimination  suit.  An  Illinois  fed- 
eral judge  found  that  Quasar  had 
discriminated  against  Americans  dur- 
ing a  reduction  in  force  while  preserv- 
ing the  jobs  of  Japanese  nationals. 

Under  a  February  consent  decree, 
Sumitomo  Corp.  of  America  must 
give  wage  increases  and  make  back- 
pay awards  of  up  to  $17,000  apiece  to 
about  1 30  current  and  former  Ameri- 
can staff  members.  Court  papers  say 
Sumitomo  executives  dispatched 
from  Japan  headed  even'  division  in 
the  company's  New  York  office  and 
every  department  except  the  mail- 
room,  and  that  American  workers 
could  not  get  ahead. 

Suits  against  other  Japanese  com 
panics  are  quietly  settled,  the  records 
sealed.  Many  Japanese  firms  have  at 
least  one  discrimination  case  pending, 
says  Yoshi  Tsurumi,  a  professor  at 
New  York's  Haruch  College.  And  the 
number  of  legal  actions  is  likely  to 
grow  with  recent  Japanese  acquisi- 
tions of  large  American  companies. 

A    class    action    suit    pending    in 
Brooklyn  federal  court  charges  Mit 
subishi   Bank  with  denying  promo 
rions  to  non  Oriental  workers  on  the 
is  of  race,  five  former  employees 


ofDCA  New  York,  a  U.S.  subsidiary  of 
Tokyo-based  Dentsu,  allege  in  a  com 
plaint  to  a  federal  employment  dis- 
crimination agency  that  a  recent  layoff 
of  26  employees  discriminated 
against  non  Japanese  staff. 

(  I  toll  &  Co.  (America)  faces  a  se\ 
discrimination  suit  in  a  federal  court 
in  White  Plains,  N.Y.,  claiming  that, 
among  other  things,  college  educat- 
ed women  worked  as  clerks  while  men 
with  similar  backgrounds  served  in 
middle  management. 

Here's  how  Ronald  Green,  .i  New 
York  defense  lawyer  for  Japanese 
companies,  describe!  the  situation: 
"...  foreign  multinationals  are  new 
to  this  land  and  having  acclimation 

difficulties."      Baruch'i      Professoj 

Tsurumi    has   stronger   words:    "hn 
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WHAT  YOU'RE  LOOKING  AT  IS  70  YEARS 
OF  EXPERIENCE  IN  A 1  YEAR  OLD  BODY 


Qantas  may  be  70  years  old,  but  you'd  never  know 
it  looking  at  that  body. 

That  sleek,  trim,  Boeing  747  400  is  one  of  the 
newest  intercontinental  passenger  jets  in  the  sky.  And 
one  of  the  many  young  aircraft  in  Qantas'  modern  fleet 
(our  average  fleet  age  is  just  6.6  years). 

So  don't  expect  to  find  any  wrinkles.  Especially  in 
our  service. 

Linking  Australia  with  the  rest  of  the  world  for 
well  over  a  half  century,  Qantas  has  mastered  the  art  of 
making  long  distance  travel  seem  noticeably  shorter. 
And  noticeably  easier,  offering  more  nonstop  flights 
from  North  America  to  more  locations  in  the  South 
Pacific  than  any  other  carrier. 

Combine  all  that  experience  with  all  that 


youth  and  what  do  you  get? 

You  get  ranked  one  of  the  top  three  airlines  in 
the  world  by  the  readers  of  Conde  Nast  Traveler.  And 
named  the  number  one  airline  from  North  America 
to  the  South  Pacific  by  the  readers  of  Financial  World. 

What's  more,  in  addition  to  offering  our  own 
frequent  flyer  plan,  Qantas  is  a  partner  in  the  American 
Airlines  Advantage*  program.* 

So  next  time  you're  flying  to  Australia  and  the 
South  Pacific,  call  your  travel  agent  or  Qantas. 

We  may  not  look  it,  but  we've  been  preparing 
for  your  trip  a  very  long  time. 
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THE  SPIRIT  OF  AUSTRALIA 


•American  Airlines  reserve!  the  right  i<>  change  the  AAdvantage  program  without  notice 


In  the  U.S.  call  1-800-227-4500. 


Geographique. 
Around  the  world  in  24  hours. 


The  world  has 
never  seen  a 
watch  quite  like 
the  mechanical 
Geographique 
before:  fashioned 
in  18  k  gold,  it 
automatically 
shows  the  local 
time  and  date  as 
well  as  the  time 
in  every  other 
zone  around  the 
world.  a  master- 
piece of  such 
distinction, 
which  even  fea- 
tures a  maintain- 
ing power  display, 
could  only  come 
from  the  crafts- 
men of  jaeger- 
lecoultre,  the 
watchmaker 
with  150  years  of 
tradition. 


Simply  set  the  time 
zone  disc  to  see 
local  time.  day  or 
nicht.  anywhere  in 
the  world. 


<jAEGER-LEC0ULTRfe 

AVAILABLE  AT  SELECTED  FINE  JEWELERS. 
CALL  800-JLC-TIME  K  )R JEWELER  NEAREST  Y(  )l 


188 


gious  blackmail." 

Who's  right?  To  some  extent,  says 
Robert  Christopher,  author  of  The 
Japanese  Mind,  it  is  hard  to  sort  legiti- 
mate discrimination  claims  from  the 
powerful  cultural  forces  at  work.  Says 
he:  '-'In  most  cases  the  American  em- 
<  ployees  would  be  regarded  privately 
by  their  Japanese  bosses  and  co-work- 
ers as  jjaijin  [the  Japanese  word  for 
outsiders].  The  Japanese  often  cling 
together  because  they're  ill  at  ease  and 
uncertain  of  themselves  in  situations 
involving  foreigners." 

The  Japanese  companies  are  learn- 
ing. Mitsui  &  Co.  (U.S.A.)  Inc. 
makes  American-bound  managers 
view  a  film  on  U.S.  employment  law. 


It  is  hard  to  sort  legiti- 
mate discrimination 
claims  from  the  power- 
ful cultural  forces  at 
work.  In  most  cases 
Americans  would  be  seen 
by  their  Japanese  bosses 
as  outsiders. 


The  managers  are  also  trained  how  to 
conduct  a  job  interview  and  warned 
to  limit  their  questions  to  work  expe- 
rience and  not  to  ask  about  age,  mari- 
tal status  and  family — inquiries  that 
would  be  routine  in  Japan. 

Fuji  Bank  Group  tries  to  avoid  hir- 
ing Americans  who  seem  excessively 
individualistic.  "We  look  for  people 
who  are  team  players,"  says  Brian 
Thompson,  senior  vice  president  of 
human  resources.  "Someone  who  has 
a  large  ego  and  wants  to  be  a  star  is  not 
going  to  fit  in." 

The  lawsuits  are  clearly  hitting 
home,  and  not  just  because  of  the 
cost.  Says  Jiro  Murase,  a  lawyer  with 
many  Japanese  clients,  "When  em 
ployees  sue  the  company,  it  often 
reflects  [badly]  on  the  management 
capability  of  the  local  manager,  who  is 
often  Japanese." 

There  are  a  couple  ol  lessons  in  this. 
The  obvious  one:  Any  foreign  linn 
wanting  to  play  the  game  here  has  to 
observe  the  rules.  But  the  Japanese  are 
also  learning  there  are  lots  of  lawyers 
and  lots  of  disgruntled  people  looking 
for  a  way  to  exploit  the  cumbersome 
and  capricious  U.S.  legal  system  fol 
their  mutual  benefit.  H 
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It's  a  whole  new  deal  for  American  business.  Lanier 
gives  you  the  right  to  a  free  replacement  copier  if  you 
decide  your  new  Lanier  copier  is  not  performing  to 
your  satisfaction.  Plus  we  guarantee  it  to  be  up  and 
running  98%  of  the  time.  You're  guaranteed  a  loaner  if 
your  system  is  down  more  than  8  hours.  And  you're 
guaranteed  a  24-hour  toll-free  Hot  Line  for  any 


questions  you  might  have  after-hours.  So  for  more 
productivity  call  1  -800-852-2679.  And  get  all  the 

details  on  the  latest  American  document  to  guarantee 
freedom:  The  new  Lanier  Performance  Promise. 


Some  restrictions  apply.  See  your  Lanier  Copier  Representative  for  full  details. 


Name: 


Company: 


Address: 
City: 


State: 


Zip: 


Phone: 


2)  HARRIS 


Mail  to  Lanier  Information  Center,  P.O.  Box  785 
Dayton,  Ohio  45401  or  Fax  to:  (513)  252-9703. 

Please  send  me  free  information  about  Lanier: 
_)  Copiers  □  Fax  □  Dictation 
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Modern  capitalism  is  coming  to  Central  America, 
and  who  is  bringing  it?  Koreans  and  Chinese. 

Bienvenidos, 
Tigers! 


By  Joel  Millman 

BENEATH  a  giant  Korean  flag,  wom- 
en in  bright  sundresses  stack  piles  of 
look-alike  skirts  and  blouses  fresh 
from  humming  assembly  lines. 

But  this  isn't  Korea.  It's  Honduras. 
And  the  garments  rolling  toward  the 
loading  dock — already  tagged  with 
$8.95  bar  code  labels — are  coming 
soon  to  a  Wal-Mart  near  you. 

Welcome  to  aptly  named  Global 
Fashions,  the  Honduran  export  arm 


of  Korea's  Dong  Bang  Corp.  A  year 
ago  it  was  an  empty  Choloma  lot, 
another  rooting  ground  for  pigs  and 
goats.  Today  the  $2  million  (annual 
sales)  facility  is  typical  of  a  new  wave  of 
economic  development  sweeping 
Central  America. 

Lured  by  proximity  to  the  U.S., 
cheap  labor  and  favorable  U.S.  import 
quotas,  Asian  firms  like  Dong  Bang 
are  rushing  to  place  textile  and  gar- 


ment industries  in  Honduras,  Guate- 
mala, Costa  Rica  and  Panama. 

The  local  governments  are  only  too 
eager  to  help.  They  are  shedding 
ownership  barriers  and  loosening  tax 
requirements  to  bring  even  more 
Asians  across  the  Pacific. 
<  Just  in  the  last  18  months,  79  Kore- 
an manufacturers  have  moved  to  Cen- 
tral America,  investing  some  $82  mil- 
lion in  plant  and  equipment  and  creat- 
ing thousands  of  new  jobs. 
Honduras'  northern  coast  has  be- 
come an  enclave  of  Asian  enterprise, 
with  each  of  the  four  "Tigers" — 
Hong  Kong,  Taiwan,  South  Korea 
and  Singapore — represented. 

The  Tigers  all  find  their  better- 
educated  work  forces  shunning  low- 
wage  industries.  "Labor-intensive  in- 
dustries can't  make  it"  anymore  in 
Singapore,  says  Peter  Chua,  president 
of  Trans  Pacific  Garments,  one  of 
Dong  Bang's  Honduran  neighbors. 
Singapore,  in  fact,  now  favors  work 
visas  for  high -end  businesses  only. 
Chua  explains,  "The  small  garment 


Michael  Kim,  left,  showing  prospects  an  industrial  site  in  Guatemala 
Gearing  up  for  more  Korean  exports  to  the  U.S.  via  Central  America. 
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In  1938,  when  a  Martian  invasion  threatened  the  world,  Allendale 
had  been  insuring  planet  Earth  for  103  years. 


On  that  uncertain  October  evening  back  in  '38  when 
Orson  Welles'  incredible  broadcast  proved  the  power  of  radio, 
Allendale  had  been  a  credible  property  insurer  for  103  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordinary 


insurance  company.  Commitment  to  our  insureds  goes  well 
beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


How  do  you  plan  to  keep 
that's  moving  so  fast? 


If  you  are  responsible  for  guiding  a  major 
corporation  through  the  1990s,  it  must  seem 
that  new  concerns  are  being  added  to  your 
management  agenda  almost  daily. 

The  established  concepts  of  what  a  corpo- 
ration is  and  what  it  stands  for,  how  it  views  its 
product  mix,  where  and  how  it  produces  what 
it  sells,  where  it  sees  its  market  opportunities, 
who  it  views  as  partners  and  competitors,  how 
it  finances  its  present  and  future  growth,  how 
best  it  can  work  within  governmental  regu- 
lations and  policies-all  these  once-familiar 
parameters  are  changing  with  astonishing,  if 
not  alarming,  speed. 

All  this  must  seem  especially  true  if  your 
interests  are  international  in  scope. 

Dates  such  as  1992  and  1997  foretell  of 
major  changes  in  long-established  routines 
of  managing  the  forces  of  economics,  pro- 
tectivism,  finance  and  politics. 

The  words  "Pacific  Rim"  connote  more 
and  increasingly  vigorous  competition. 

And  the  echoes  of  political  upheavals  in 
every  corner  of  the  globe  are  certain  to  con- 
tinue reverberating  through  it  well  into  the 
next  century. 

The  constant  in  assessing  and  managing 
these  challenges,  of  course,  is  your  personal 
involvement.  Input  from  others  is  vital;  but 
in  the  end,  your  decisions  will  be  made  on 
the  basis  of  what  you  yourself  see  and  hear 
and  understand. 


To  do  that,  you  have  to  be  there,  whether 
it  is  at  home  or  abroad,  and  for  as  long  and 
as  often  as  it  takes. 

This  is  where  the  Gulf  stream  IV  can 
become  one  of  your  most  productive  manage- 
ment tools;  and  the  broader  your  interests  are, 
the  more  productive  it  can  become. 


ir 


ihead  in  a  world 


\bu  see,  wherever  your  business  takes  you, 
the  Gulf  stream  IV  can  take  you  there. 

This  amazing  business  jet  can  fly  you 
and  8, 10, 12  or  more  of  your  key  executives 
and  staff  nearly  5,000  statute  miles  non-stop, 
equalling  or  exceeding  commercial  airline 
timetables.  The  Gulfstream  IV  gives  you 
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global  access  with  uncompromised  timeliness, 
convenience  and  security. 

It  can  also  fly  shorter  trips  efficiently  and 
cost-effectively.  \bu  can  go  to  places  where 
airline  service  is  either  exhausting  or  extinct, 
often  visiting  several  locations  in  a  single  day, 
optimizing  your  time  and  energies. 

However  you  choose  to  use  the  Gulfstream 
iy  it  brings  unequalled  levels  of  performance, 
cabin  comfort  and  convenience,  engine  relia- 
bility, systems  dependability  and  technological 
advancement  to  every  trip  it  flies. 

We  have  a  videotape  presentation,  "The 
Gulfstream  IV:  an  overview" 'that  can  help 
bring  the  many  capabilities  of  this  remarkable 
airplane  into  sharper  focus  for  you. 

Robert  H.  Cooper,  Senior  Vice  President, 
Gulfstream  Marketing,  can  see  that  you  get  a 
copy  to  view  at  your  leisure.  We  only  ask  that 
you  send  your  request  on  your  company  let- 
terhead, addressing  it  to  him  at  Gulfstream 
Aerospace  Corporation,  RO.  Box  2206,  Mail 
Station  B-04,  Savannah,  Georgia  31402  U.S.A. 

We  think  you  will  be  pleased 
that  you  added  it  to  your  agenda. 

Gulfstream 
/lerospace 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


©Gulfstream  Aerospace  Corporation 
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Trade 

factory  has  to  leave." 

Trans  Pacific  crossed  the  ocean  in 
1987,  assembling  garments  in  Puerto 
Cortes  with  100  Honduran  employ- 
ees. Today  Chua  employs  700  work- 
ers and  his  company  has  annual  ex- 
ports of  nearly  $5  million — mostly  to 
the  U.S.;  that's  five  times  what  he 
shipped  his  last  year  in  Singapore. ' 

Korea's  garment  industry  is  domi- 
nated by  the  big  multinational  chaebol 
groups — like  Samsung,  Daewoo  and 
Hanil — which  work  closely  with  the 
government.  The  government  wants 
the  garment  shops  out  because  it 
needs  their  labor  for  higher- value- 
added  industry,  but  it  doesn't  want  to 
lose  the  business  entirely,  so  it  offers 
easy  financing  to  producers  moving 
off  the  peninsula.  Samsung,  which  has 
five  factories  in  Guatemala  and  two  in 
Costa  Rica,  got  nearly  80%  of  its 
moving  expenses,  some  $2.5  million, 
financed  by  the  government  Export- 
Import  bank. 

The  Asians  move  quickly.  "An 
American  company  may  come  here 
two  or  three  times  before  they  decide 
to  make  a  move,"  says  Moises  Reyes, 
promotions  manager  for  fide,  Hon- 
duras' export  development  agency. 
"A  Korean  comes,  and  he's  ready 
right  away." 

Koreans  now  make  up  the  fastest- 
growing  business  community  in 
Honduras,  with  18  new  factories,  a 
number  expected  to  increase  by  half 
by  the  end  of  the  year.  Dong  Bang's 
Global  Fashions  pays  its  500  workers 
$4  a  day,  about  a  third  what  it  pays  in 
Korea,  and  considerably  better  than 
the  local  minimum  wage.  This  in  a 
country  where  unemployment  is  30%. 

To  encourage  even  more  invest- 
ment, Honduras  offers  tax-free  status 
forever  in  its  industrial  parks  and  free 
zones,  with  duty-free  status  on  all 
imported  machinery  and  raw  materi- 
als, as  well  as  any  value  added  locally. 
"Basically,  all  they  pay  are  utilities  and 
labor  costs,"  says  Reyes. 

Honduras  is  also  one  of  the  coun- 
tries promoting  so-called  private  free 
zones — industrial  parks  built  by  de- 
velopers, then  marketed  to  foreign 
investors  free  of  state  control.  Five 
parks  are  under  construction  outside 
San  Pedro  Sula,  Honduras'  business 
center,  often  with  Korean  tenants 
signed  on  before  construction  is  com 
pleted.  Michael  Kim,  a  Los  Angeles- 


based  Korean  entrepreneur,  is  build- 
ing a  large  industrial  park  in 
Chimaltenango,  Guatemala;  Costa 
Rica  and  Panama  have  allowed  Tai- 
wanese developers  to  buy  land  and 
market  industrial  space  to  manufac- 
turing firms  back  home. 
(  What's  next?  The  Korean  chaebol 
may  shift  more  advanced  electronics 
and  automobile  assembly  operations 
to  Central  America.  The  Hanil 
Group,  which  has  already  sunk  $2 
million  into  its  Honduran  unit,  is 
proposing  to  build  a  $40  million  tex- 
tile weaving  factory  in  Honduras,  an 


Panamanian  seamstresses  at  an 
all-Chinese  free  zone  in  Colon 
Cheap  labor,  close  U.S.  markets. 


important  step  up  from  mere  garment 
assembly. 

The  Tigers  certainly  show  even 
sign  of  coming  to  stay.  Trans  Pacific's 
Chua  says  he  was  shocked  to  find  that 
Honduras  had  no  industrial  laundry 
facilities,  essential  for  fashioning  den 
im  into  stone  washed  jeans.  So  last 
year  Trans  Pacific  invested  $500,000 
of  its  earnings  to  import  washers  and 
dryers  from  Hong  Kong,  in  the  pro 
cess  expanding  its  business  by  taking 
in  washing  from  neighbors  at  the 
Puerto  ('ones  free  /one. 

"Honduras  is  like  Korea  in  the 
1960s,"  says  Global  Fashions'  head, 
Kelly  Kim.  "Maybe  Honduras  can 
develop  the  same  way."  M 
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For  food  manufacturers, 

product  quality  is  imperative  #1. 

They've  got  lots  of  company. 

For  food  processors,  product  quality  is  the  primary  imperative. 

They  must  manufacture  products  that  not  only  conquer 
competitive  challenges  and  attract  discriminating  consumers, 
but  also  satisfy  government  regulations. 

That  imputes  exceptional  importance  to  the  food  facility. 

To  ensure  product  purity,  it  must  be  designed  to  meet 
stringent  sanitary  requirements.  To  accommodate  marketplace 
changes,  it  must  be  designed  for  maximum  flexibility.  And,  to 
ensure  profitability,  it  must  be  designed  for  optimum  efficiency. 

Food  processors,  as  well  as  manufacturers  in  many  other 
quality-sensitive  industries,  repeatedly  turn  to  Austin 
because  Austin  plans,  integrates  and  implements  the  total 
facility  -  process,  equipment,  controls,  systems  and  building  -  to 
ensure  that  the  total  operation  will  contribute  to  product  quality. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 
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Who  says  health  food  is  all  the  rage? 
Consider  the  success  of  Tasty  Baking: 
doughnuts  and  gooey  cupcakes. 

Junk  food 
blitz 


By  Fleming  Mceks 

The  Eighties  were  not  sweet  years 

for  the  snack  cake  business.  Sales  of 
Drake's  Devil  Dogs  slacked  off  an 
estimated  4%  during  that  otherwise 
indulgent  decade,  and  consumption 
of  Hostess  Twinkics  fell  about  1%. 
Overall,  the  $2  billion  snack  cake 
market  has  been  falling  at  around  2%  a 
year,  inflation  adjusted,  since   19X6. 


Junk  food  guilt  scored  again. 

But,  like  Harry  Angstrom  in  John 
Updike's  Pulitzer  Prize  winning 
Rabbit  at  Rest,  many  Americans  arc- 
shrugging  off  the  guilt  and  heading 
for  the  cupcake  racks  at  7  Klcvcn. 

lor  illustration,  just  look  at  Ben  & 
Jerry's  success  in  getting  yuppies  to 
gorge     on     its    artery  clogging     ice- 


cream. Or  look  at  Tasty  Baking  Co. 
(1990  revenues,  S278  million).  In 
March  the  77-ycar-old  Philadelphia 
firm  blitzed  its  hometown  market 
with  Chocolate  Royalcs,  oversize, 
premium-priced  cupcakes  filled  with 
chocolate  mousse  and  covered  with 
gooey  icing.  A  few  weeks  later  Tasty 
began  courting  the  diet-conscious 
market  with  TastyLights,  a  94%  fat- 
free  cupcake.  Guess  what?  Early  re- 
turns show  Chocolate  Royalcs  clearly 
in  the  lead. 

Says  Carl  Watts,  the  47-year-old 
president  of  Tasty's  Tastykake  divi- 
sion and  an  unabashed  overconsumer 
of  its  products:  "There's  a  segment 
that  may  not  want  a  snack  cake  every 
day.  But  when  they  do,  they  want  it  to 
be  as  indulgent  as  can  be." 

This  year  Tasty  will  bring  five  new 
products  into  supermarkets  and  con- 
venience stores,  without  paying  a 
nickel  in  slotting  fees  to  get  on  the 
shelf.  "We  don't  have  any  trouble- 
getting  shelf  space,"  says  Tasty's  chief 


Tasty  Baking's  Nelson  Harris  and  Carl  Warts 
Junk  food  guilt  is  going  out  of  fashion. 
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AUDI'S  INNOVATIVE  SAFETY  FEATURES 

DO  MORE  THAN  BUILD  A  BETTER  CAR 

THEY  BUILD  CONFIDENCE. 


Audi 


Having  examined  all  of 
Audi's  safety  features, 
you'd  probably  find  it  challenging 
trying  to  determine  which  one  in- 
spires the  most  confidence. 

Would  the  distinction  fall  on  our 
Automatic  Front  Seatbelt  Tension- 
ing System  or  driver's  side  air  bag? 

Does  it  belong  to  the  hands-free, 
voice-activated  cellular  telephone 
that  lets  you  keep  your  eyes  on  the 
road  and  your  hands  on  the  wheel? 

How  about  all-wheel  Quattro® 
drive?  Logically  speaking, 
everything  points 


to  the  Anti-Lock  Brakes:  An  electro- 
mechanical system  so  sophisticated 
it  can  modulate  pressure  up  to  15 
times  a  second,  react  instantane- 
ously to  the  steepness  of  a  hill  or  the 
"g"  forces  of  a  turn. 

Ironically,  we  would  assert  that 
it  is  none  of  the  above. 

The  most  confidence- building 
feature  in  an  Audi  is  none  other 

GOOD 

TAKE  CONTROL 


than  control.  Granted,  control  can't 
be  touched,  activated  or,  for  that 
matter,  seen. 

It  can't  be  turned  on  or  off  with 
the  flick  of  a  switch. 

But  make  no  mistake  about  it. 
From  the  moment  you  place  your  key 
in  the  ignition,  it's  there. 

It's  working. 

And  it's  quite  real. 

Moreover,  were  you  to  ask  Audi 
drivers  about  control,  chances  are 
you'd  hear  the  same  thing. 

It's  the  one  safety  feature  they 
can't  live  without. 


Audi  100 
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UP  &  COMERS 


executive,  Nelson  Harris.  "Stores  are 
interested  in  turning  volume.  Our 
product  turns  180  times  a  year.  It's 
through  the  register  and  out  the  door 
before  they  even  get  the  bill." 

This  little  American  Stock  Ex- 
change-traded company  is  a  relative 
newcomer  to  aggressive  marketing. 
Says  Watts,  who  joined  the  company 
in  1967  as  a  route  driver  in  southern 
New  Jersey:  "In  the  Sixties  there  was  a 
much  greater  demand  for  the  product 
than  we  would  stock  the  shelves 
with."  Better  to  lose  a  sale  than  to  pull 
outdated  products  off  the  shelves. 
Tasty  boasted  a  "zero  stale  rate"  in  a 
business  that  averaged  over  10%. 

Distribution  was  limited  mostly  to 
Pennsylvania  and  southern  New  Jer- 
sey, where  the  company  had  roughly 
an  80%  market  share.  And  virtually  all 
of  the  bakery's  sales  came  from  prod- 
ucts—like Krimpets,  Kandy  Kakes 
and  Juniors — that  had  been  around 
since  the  1920s.  For  growth,  the 
company  looked  elsewhere,  buying  a 
toy  business,  a  graphic  arts  supply 
company,  a  pretzel  business  and  an 
Ohio  food  distributor. 

Enter  Nelson  Harris,  a  lawyer  and 
certified  public  accountant  who  took 
over  as  chief  executive  in  1981.  Har- 
ris, now  64,  knew  the  company  inside 
out.  He  had  done  a  stint  as  its  treasur- 
er in  the  1960s,  and  his  father  had 
audited  Tasty's  books  for  25  years.  He 
realized  that  Tasty's  production-driv- 
en,  laissez-faire   marketing   strategy 


Inspecting  cookies;  the  1920s 
Tastykake  girl 

Modern  baking  techniques  and 
old-fashioned  tastes. 


was  a  recipe  for  disaster  amid  fast- 
changing  public  tastes. 

Harris'  strategy  for  the  Tastykake 
division  was  simple.  If  customers 
didn't  want  to  eat  more  cakes,  what 
did  they  want?  Doughnuts,  Harris 
and  Watts  decided.  They  were  right. 
Last  year  Tasty  sold  over  $20  million 
worth.  Altogether,  $40  million  of  the 
company's  $135  million  of  bakery 
revenues  last  year  came  from  products 
introduced  since  1982,  including 
Honey  Buns  and  Pastry  Pockets. 

Harris  also  went  to  work  on  distri- 


bution, broadening  the  company's 
sales  routes  into  22  states.  And  in 
what  turned  out  to  be  a  brilliant 
move,  he  sold  Tasty's  386  sales  routes 
to  their  drivers.  Why?  Since  most 
Tasty  products  contain  no  preserva- 
tives or  artificial  flavors,  their  shelf 
fives  are  as  short  as  four  days.  So  the 
more  dutiful  the  driver  at  tending 
accounts,  the  better.  Selling  the 
routes  in  1985  raised  $16  million  for 
the  company  and  gave  it  a  huge  sales 
boost — 10%  right  off  the  bat. 

Harris  also  sold  off  the  company's 
extraneous  businesses,  save  for  Phil- 
lips &  Jacobs,  the  solidly  profitable 
graphic  arts  supply  business  which  last 
year  accounted  for  half  of  Tasty's  sales 
and  one -third  of  its  profits. 

Between  1981  and  1988  Harris' 
deft  moves  boosted  profits  by  a  factor 
of  seven — to  $9.5  million,  $1.51  a 
share,  from  $1.3  million,  or  22  cents  a 
share — on  a  revenue  increase  of  just 
50%,  to  $264  million.  And  between 
1985  and  1989  Harris  pumped  over 
$40  million  into  upgrading  factory 
and  equipment  at  the  six-story, 
500,000-square-foot  Philadelphia 
plant.  Tasty's  stock  zoomed  to  a  high 
of  27  from  a  split-adjusted  25/s. 

When  sales  went  temporarily  flat  in 
1989,  Harris  didn't  panic.  He  poured 
another  $11  million  into  capital  ex- 
penditures last  year,  while  cutting 
costs  by  shedding  unneeded  employ- 
ees. Last  year  sales  slipped  2%  and 
profits  dipped  to  $  1 .24  a  share,  before 
an  extraordinary  charge  of  92  cents  a 
share  related  to  the  early  retirements. 

Harris'  steadfastness  seems  to  be 
paying  off.  With  new  products  and 
lower  costs,  Tasty's  plant  is  now  oper- 
ating almost  around  the  clock.  New 
products  like  mini  muffins  are  moving 
into  the  market,  and  new  accounts  arc 
being  opened  in  Virginia  and  upstate 
New  York.  And  last  year  Kroger  be 
gan  test  marketing  Tasty  products  as 
far  afield  as  Detroit,  Indianapolis  and 
Atlanta.  Leonard  Tcitelbaum,  a  food 
industry  analyst  at  Merrill  Lynch,  ex 
pects  Tasty's  earnings  to  bounce  back 
to  over  $1.50  a  share  this  year.  The 
stock  is  back  to  16%  after  slipping 
below  10  last  October. 

Carl WattS expresses  his  enthusiasm 

in  simple  terms.  "Wherever  I  go,"  he 
chuckles,  "I'm  always  happy  to  tell 
people  I  work  for  Tasty  Baking.  We 
make  fun  things."  ■ 
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Eighty  straight 
quarters  of  steady 

growth  have 

put  Freddie  Mac 

over  the  top. 


JT  reddie  Mac  has  the  healthiest  financial 
profile  in  the  housing  finance  industry.  A 
record  of  twenty  years  of  stability  and  consis- 
tent growth  provides  investors  with  the  confidence 
that  Freddie  Mac  is  strong  enough  to  back 
their  investments. 

Net  revenue  stream  in  1990  reached  $1.3 
billion  (the  ninth  consecutive  year  it  increased), 
while  after-tax  value  of  Freddie  Mac's  net 
assets  reached  $4.8  billion  and  net  income 
reached  $414  million.  This  financial  strength 
provides  Freddie  Mac  investors  with  quality, 
performing  investments. 

And  Freddie  Mac  works  hard  to  protect 
investments.  By  maintaining  consistently  high 
underwriting  standards,  Freddie  Mac  is  able 
to  ensure  the  credit  quality  of  the  underlying 
mortgage  loans.  For  every  $1  mortgaged, 
Freddie  Mac  has  $2  of  property  value  backing 


that  mortgage.  In  addition,  to  minimize 
interest-rate  risk,  we  maintain  a  portfolio 
that  is  95%  securitized. 

The  total  return  on  Freddie  Mac  PCs, 
including  interest  income  and  price  appre- 
ciation, has  consistently  outperformed 
other  fixed -income  sectors  for  over  ten 
years.  Freddie  Mac's  marketable  Gold  PCSM 
offers  investors  the  shortest  payment  cycle 
available  in  the  mortgage-backed  securities 
market  today— as  well  as  the  timely  pay- 
ment of  interest  and  principal. 
Investing  in  Freddie  Mac  makes  sense  finan- 
cially and  encourages  homeownership. 
Which  is  why  an  investment  in  Freddie  Mac  is 
a  strong  investment. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


in* 


Freddie  Mac 


STEADY 

FREDDIE 


SURUIUORS 


UP  &  COMERS 


Haim  Saban  has  become  a  big  name  in 
Hollywood  by  producing,  of  all  things, 
theme  music  for  TV  series.  Now  he's  branching 
out  to  animated  cartoons  and  television  drama. 


No  more 
harpists 


Bv  Lisa  Gubernick 


Cartoon  tycoon 
Haim  Saban 
Broke  yesterday. 
Rich  today. 
Broke  again 
tomorrow? 
Starting  out  as  a 
concert  promoter, 
Saban  is  deter- 
mined not  to  repeat 
the  crash-and-burn 
stories  of  Hollywood 
independents. 


One  OF  the  hottest  new  names  in 
children's  cartoons  these  days  is  a 
former  Israeli  rock  concert  promoter 
who  lost  his  shirt  promoting  a  Japa- 
nese harp  orchestra  during  the  Yom 
Kippur  War. 

These  days  business  is  a  bit  more 
secure  for  Haim  Saban,  the  man  be- 
hind such  kiddie  fluff  as  The  New 
Archies  and  Samurai  Pizza  Cats. 
"I'm  like  a  grocery  store,"  says  Saban, 
chief  executive  and  majority  owner  of 
Saban  Entertainment,  one  of 
Hollywood's  largest  producers  and 
syndicators  of  children's  program- 
ming. "Ten  dollars  comes  in;  eight 
goes  back  into  inventory;  two  goes  in 
my  pocket."  This  year  plenty  will  go 
into  his  pocket:  The  Burbank,  Calif. - 
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based  company  should  earn  pretax 
profits  of  $8  million  on  $43  million  in 
sales,  up  from  $6  million  in  revenues 
in  1988. 

Broke  yesterday.  Rich  today.  Broke 
again  tomorrow?  Hollywood  is  lit- 
tered with  once  high-flying  indepen- 
dent television  producers  that  fell  to 
earth,  companies  like  Fries  Entertain- 
ment and  MTM  Entertainment. 

Saban,  46,  says  he  knows  these 
stories  all  too  well,  knows  them  so 
well  that  he's  determined  not  to  re- 
peat them  in  his  own  life.  An  Egyptian 
Jew  whose  family  immigrated  to  Isra- 
el in  the  mid-Fifties,  Saban  started  out 
as  a  concert  promoter  in  the  early 
Seventies,  handling  everyone  from 
Jose  Feliciano  to  Blood,  Sweat  & 
Tears  on  their  Israeli  tours.  His  fi- 
nancing was  strictly  off  the  cuff. 
Young  Saban  would  promise  per- 
formers, say,  $150,000  for  ten  days, 
with  $15,000  payable  in  advance.  Of 
course,  he  didn't  have  $15,000.  He 
would  turn  around  and  go  to  the 
ticket  services,  offering  them  exclu- 
sive rights  to  sell  the  tickets — for 
$15,000  up  front,  payable  to  the  per- 
former. "Essentially  I  flipped  guaran- 
tees," explains  Saban. 

But,  as  in  any  business,  fast-and- 
loose  financing  works  only  when  ev- 
erything goes  right.  And  in  the  fall  of 
1973  everything  went  wrong. 

That  September  he  brought  45 
Japanese  harpists  to  Tel  Aviv  for  a 
two-week  tour.  Saban  so  trusted  his 
instincts  on  this  unlikely  act  that  he 
raised  $350,000  to  bring  the  group  to 
Israel.  He  never  got  a  chance  to  find 
out  if  his  instincts  were  correct.  The 
Yom  Kippur  War  began  the  first  night 
the  group  was  scheduled  to  perform; 
nobody  wanted  to  attend  concerts, 
and  the  harpists  ended  up  strumming 
away  in, the  lobby  of  the  Tel  Aviv 
Sheraton  for  free.  Saban  was  out  his 
advance  fees  and  nearly  broke.  "No 
matter  how  big  you  think  you  can 
win,"  Saban  says,  "it's  not  worth  the 
risk  of  putting  all  your  eggs  into  one 
basket." 

The  chastened  young  promoter 
called  his  .creditors  together  and  told 
them  they  had  two  choices:  Push  him 
into  bankruptcy  or  let  him  leave  the 
country  and  try  to  begin  anew  abroad, 
with  the  promise  that  he  would  some- 
day pay  them  back.  Having  little  prac- 
tical choice,  the  creditors  let  him  de- 


Kiddie  fluff 
Low  budgets 
and  big 
profits. 


part.  Working  deals  in  France  as  a 
manager-producer,  he  had  his  first 
success  within  a  year,  a  saccharine- 
sounding  record  album  made  by  a  9- 
year-old  Israeli  boy,  Noam  Kaniel. 
Four  years  and  five  albums  later,  Kan- 
iel had  sold  over  5  million  records, 
and  Saban  had  paid  off  his  creditors  in 
full  and  had  about  $1  million  to  spare. 
Yet  another  Kaniel  album,  taken  from 
the  theme  music  for  a  TV  cartoon 
show,  sold  3.5  million  copies  for  Sa- 
ban in  French-speaking  Europe. 

"Unlike  in  the  U.S.,  where  there 
isn't  much  of  a  market  for  television 
show  theme  songs,  Europeans  were 
eager  to  hear  television-exposed  mu- 
sic," he  says.  With  that  in  mind,  Saban 
contacted  international  vendors  of 
American  television  shows,  offering 
to  create  new  theme  songs  for  shows 
like  Dallas  and  Starsky  &  Hutch  that 
would  be  more  suited  to  the  foreign 
markets  than  was  the  music  that  ac- 
companied the  U.S.  versions.  He'd 
produce  the  themes  for  free  if  he 
could  keep  the  record  rights.  Smart 
thinking.  The  themes  for  these  two 
prime-time  shows,  among  others,  be- 
came pop  hits  in  Europe,  selling  over 
1  million  records  apiece.  By  1982 
Saban's  French  company  was  bring- 
ing in  some  $10  million  a  year,  and 
this  budding  TV  tycoon  was  yearning 
for  the  big  time. 

In  1983  Saban  took  on  Los  Ange- 
les. His  strategy:  Unlike  other  music 
providers,  who  demanded  cash  on 
delivery,  Saban  would  do  demonstra- 
tions for  free.  The  market  in  syndicat- 
ed children's  cartoons  was  booming, 
and  Saban's  outfit  quickly  became 
one  of  its  leading  musical  suppliers, 


turning  out  tunes  for  everything  from 
Sbe-Ra  Princess  of  Power  to  He-Man 
and  the  Masters  of  the  Universe. 

In  1984  Saban  moved  from  music 
to  produce  his  first  show,  Kidd  Vid- 
eo— sort  of  an  mtv  for  children — on 
nbc.  Saban  says  he  made  $50,000  in 
profit  per  episode  domestically  on  the 
26  episodes  of  Kidd  Video,  which  cost 
$200,000  each  to  produce.  And  by 
using  his  international  contacts  he 
was  able  to  wring  out  another 
$70,000  per  episode  in  foreign  sales. 

But,  says,  Saban,  "I  realized  that  to 
be  considered  a  significant  player  you 
need  a  significant  library."  In  1988  he 
acquired  800  half-hour  episodes  of 
cartoons  from  cash-strapped  Die  En- 
terprises (Forbes,  Sept.  5,  1988);  the 
following  year  he  bought  another 
thousand  half- hours  of  animation 
from  various  overseas  sources.  Now 
he  has  stepped  up  his  own  cartoon 
production  as  well,  with  eight  shows 
airing  on  U.S.  television. 

Perhaps  remembering  his  experi- 
ence as  a  harp  impresario,  Saban  made 
acquisitions  with  his  company's  cash 
rather  than  with  borrowed  money. 
Some  of  his  backing  came  from  a 
Luxembourg- based  entertainment 
conglomerate,  which  paid  $16.5  mil- 
lion for  a  25%  stake  in  Saban  in  1989. 

Remembering  his  own  advice 
about  never  again  gambling  all  on  a 
single  throw  of  the  dice,  he  has  now 
moved  beyond  cartoons  and  the  like 
by  signing  a  co-venture  agreement 
with  producer  Edgar  Scherick  (The 
Stepford  Wives,  Little  Gloria 
.  .  .  Happy  at  Last)  to  produce  prime - 
time  television  drama.  Says  Saban: 
"The  more  baskets,  the  better."    *M 


Forbes"  May  27,  1991 


201 


STRATEGIES 


up  a  COMERS 


Henri  Termeer  took  a  big  risk  and  a  cut  in  pay 
when  he  agreed  to  join  a  struggling  little  biotech 
outfit  called  Genzyme  Corp.  His  rewards  have  been 
commensurate  with  the  risk. 

Henri  Termeer's 
orphan  drug 
strategy 


By  Norm  Alster 

Act  in  unusual  ways,"  Dutch-born 
Henri  Termeer,  chairman  of  Gen- 
zyme Corp.,  recently  told  a  group  of 
fellow  biotechnology  executives.  "If 
you  act  in  usual  ways,  you  won't  get 
anywhere." 


Termeer's  audience  listened  in- 
tently. That's  because  Termeer's 
Genzyme  holds  every  bit  as  much 
promise  as  its  better-known  competi- 
tors, Amgen  Inc.  and  Genentech,  Inc. 
lust  ten  years  old,  Genzyme  is  expect- 


ed to  do  SI 00  million  in  sales  this 
year.  And  unlike  most  biotech  firms,  it 
achieved  profitability  unusually  early 
and  has  a  bundle  of  cash — nearly 
S250  million — to  fund  development 
of  several  promising  drugs.  Termeer, 
whose  stock  options  in  the  company, 
If  exercised,  would  currentiy  yield  him 
over  S10  million,  confidendy  predicts 
sales  will  hit  $300  million  in  1995 
and,  only  a  bit  less  confidendy,  $1 
billion  by  the  end  of  the  decade. 

Genzyme  was  a  floundering  startup 
with  drafty  offices  in  Boston's  de- 
pressed Combat  Zone — best  known 
for  its  roughneck  bars  and  girlie 
shows — when  Termeer  left  Baxter 
Travenol  (now  Baxter  International) 
to  take  charge  in  1983.  He  was  a 
salesman,  not  a  scientist.  After  study- 
ing economics  at  the  University'  of 
Rotterdam,  Termeer  earned  an 
M.B.A.  at  the  University  of  Virginia 
and  joined  Baxter  in  1973.  Baxter 
trained  him  in  Chicago  for  two  years 
and  then  put  him  in  charge  of  its 
largest  overseas  sales  organization,  in 
Germany. 

"It  gave  me  a  taste  for  running 


Genzyme  Chairman  Henri  Termeer 

"I  hate  the  word,  but  it's  a  niche  strategy." 
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"Frankly,  a  lawsuit  against  the  directors  could  wipe  me  out,  I'm  glad 
the  bank  has  Chubb  for  our  D&O  insurance!* 
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Today's  economic  conditions  have  pushed  directors  and  officers  of  financial  institutions  into 
the  legal  spotlight.  Personal  liabilities  can  run  into  the  millions.  With  the  stakes  this  high,  it  makes  sense 
to  have  Chubb  for  your  D&O  insurance.  Chubbs  Department  of  Financial  Institutions  offers  special- 
ized protection  that  can  help  minimize  the  unique  risks  faced  by  banks,  brokerages  and 
insurance  companies.  To  find  out  more  about  our  D&O  coverage,  speak  with  your  agent 
or  broker,  or  call  800-922-0533.  CMUOO 


h>r  promotional  purposes,  Chubb  refers  to  member  insurer-  of  the  Chubb  Group  of  Insurance  Companies  who  issue  coverage. 
(.  )hubb  is  proud  to  participate  in  "American  Playhouse'.'  Watch  fur  it  on  TBS. 
Photographed  .it  the  Pori  Authority  of  NY  inJ  N]  Downtown  Manhattan  Heliport. 
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Ceredase  plant  in 
Framingham,  Mass. 
The  Genzyme  drag 
replaces  a  missing 
natural  enzyme 
in  victims  of 
Gaucher's 
disease. 


things,"  grins  the  trim,  blue-eyed 
Termeer,  now  45.  He  was  an  execu- 
tive vice  president  with  Baxter  when 
recruited  by  Oak  Investment  Part- 
ners, a  venture  capital  firm  that  had 
invested  in  Genzyme. 

Termeer  says  that  to  switch  jobs  he 
gave  up  half  his  salary  and  a  comfort- 
able lifestyle  as  he  moved  from  Bax- 
ter's serene  southern  California  en- 
clave to  Genzyme's  forbidding  Bos- 
ton office.  "I  arrived  here  in  the  rain 
in  October,"  he  recalls.  "The  win- 
dows didn't  close.  The  freeway  was 
just  below  me.  We  had  1 1  people." 

Termeer  wanted  to  get  some  mon- 
ey coming  in.  So  every  Saturday  he 
held  daylong  brainstorming  sessions 
with  his  advisory  team  of  mit  scien- 
tists, looking  for  areas  where  Gen- 
zyme could  make  its  mark.  Unlike 
many  biotech  startups  firing  desper- 
ately at  distant  blockbuster  drug  tar- 
gets, Genzyme  concentrated  on  less 
glamorous  but  highly  focused  prod- 
ucts that  could  be  readily  developed 
and  sold  even  as  longer-term  projects 
took  shape.  "I  hate  the  word,  but  it's  a 
niche  strategy,"  says  Termeer. 

Genzyme  developed  its  core  exper- 
tise in  engineering  and  modifying  en- 
•zymes  (proteins  that  catalyze  many 
cellular  processes)  and  carbohydrates 
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(of  new  interest  because  they  so  often 
coat  proteins  and  govern  their  inter- 
actions with  other  substances).  These 
skills  yielded  readily  marketable  prod- 
ucts. For  example,  Genzyme  sells  an 
enzyme  called  cholesterol  oxidase, 
which  is  the  active  ingredient  in  cho- 
lesterol tests. 

This  enzyme  and  carbohydrate  ex- 
pertise led  to  the  development  of 
what  has  become  Genzyme's  leading 
proprietary  product,  a  drug  called 
Ceredase.  Ceredase  is  used  in  treating 
patients  with  the  rare,  previously  un- 
treatable  and  potentially  fatal  Gau- 
cher's disease.  Because  the  estimated 
20,000  victims  of  Gaucher's  disease 
lack  an  enzyme  that  metabolizes  fats, 
fatty  substances  called  lipids  build  up 
in  the  spleen,  liver  and  bone  marrow, 
resulting  in  a  variety  of  debilitating 
conditions.  Genzyme  scientists 
learned  to  modify  the  carbohydrate 
coating  of  the  missing  enzyme  (ex- 
tracted from  human  placenta),  en- 
abling it  to  penetrate  targeted  cells, 
reverse  the  lipid  buildup  and  relieve 
crippling  symptoms. 

"It  reverses  all  the  worst  symptoms 
of  the  disease,"  reports  the  National 
Institutes  of  Health's  Dr.  Roscoe  Bra- 
dy, co-principal  investigator  for  the 
clinical  trials  that  led  to  FDA  approval. 


Recently  approved  by  the  FDA,  and 
with  no  competitive  alternatives,  Ce- 
redase treatments  run  from  $20,000 
to  $100,000  per  patient  a  year. 
Health  insurers  have  been  covering 
the  treatment,  largely  because  the  al- 
ternative of  a  long,  wasting  hospital- 
ization is  even  more  expensive.  Cere- 
dase alone  is  expected  to  generate  as 
much  as  $200  million  in  revenues  for 
Genzyme  by  1993. 

Genzyme  has  no  competition  for 
Ceredase  because  the  product  is  pro- 
tected by  the  Orphan  Drug  Act, 
passed  in  1983.  This  act  gives  seven- 
year  exclusive  rights  for  a  particular 
drug  to  companies  developing  drugs 
for  diseases  that  afflict  fewer  than 
200,000  people  and  are  often  ignored 
by  the  large  drug  firms. 

"Orphan  drug  protection  was  what 
enabled  us  to  attract  investment  for  a 
disease  no  one  essentially  knew  any- 
thing about,"  says  Termeer.  Gen 
zyme  has  projects  for  cystic  fibrosis, 
Fabry's  disease  and  severe  burns  that 
could  also  benefit  from  orphan  drug 
designation. 

Unlike  many  young  biotech  firms 
that  can  finance  themselves  only  by 
surrendering  equity  or  manttlactur 
Ing  rights,  Genzyme  has  raised  close 
to  $100  million  for  R&D  while  retain 
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"In  Mississippi,  we've  found 

the  innovative  training  programs  and  the  prime  location 

essential  for  success  in  the  global  marketplace." 


Hartley  and  Meiia  Peavey 

Peavey  Electronics  Corporation 


Professional  musicians 
strive  endlessly  for  the 
right  sound-the  excep- 
tional combination  of 
notes  and  rhythm  that  results  in  perfect 
harmony. 

Today's  businesses  are  also  in 
search  of  a  harmonious  blend. 
They're  looking  for  innovative 
workforce  training  programs  in  a 
prime  location,  and  they're  discovering 
that  rare  duet  in  Mississippi,  the  State  of 
Change. 

Take  Peavey  Electronics  Corporation, 
the  world's  largest  producer  of  music 
amplification  equipment.  An  interna- 
tional company  operating  facilities  in 
England,  Holland,  and  Canada  and 
employing  over  1800  workers,  Peavey 
coordinates  operations  from  its  head- 
quarters in  Meridian,  Mississippi,  where 
excellent  training  programs  work  in 
concert  with  an  exceptional  distribution  system. 
Comprehensive  Workforce  Training  Programs 

"It  is  impossible  to  compete  in  today's  global  marketplace  without  a  comprehensive 
program  to  enhance  employee  productivity,"  says  Melia  Peavey,  President  of  Peavey 
Electronics.  "We  depend  on  the  training  programs  offered  by  the  State  of  Mississippi  to 
help  our  employees  make  better  use  of  technology,  manage  more  effectively,  and  increase 
their  ability  to  learn  as  jobs  change." 

Mississippi  actively  encourages  companies  to  enhance  workforce  skills,  offering 
substantial  income  tax  credits  for  businesses  who  provide  their  employees  with  basic 
skills  training.  Peavey  Electronics  has  taken  advantage  of  several  training  programs 
offered  by  Mississippi's  community  college  network,  including  pre-employment  screen- 
ing, on-the-job  training,  and  customized  training  programs  tailored  to  meet  specific 
company  needs.  , 


When  Peavey  decided  to  implement 
a  unique  job-based  basic  skills  educa- 
tion program,  they  again  turned  to  Mis- 
sissippi's community  college  system. 
The  company  joined  forces  with  the 
Governor's  Office  and  Meridian  Com- 
munity College  to  form  the  Meridian 
Partnership,  a  one-of-a-kind  workplace 
literacy  program  employing  the  latest 
training  technology. 

"These  comprehensive  programs 
enable  us  to  hire  well-trained  employees 
with  a  strong  potential  for  upward  mo- 
bility," says  Melia  Peavey.  "Program 
results  are  reflected  in  increased 
productivity  and  improved  product 
quality,  as  well  as  better  work  atti- 
tudes and  stronger  team  efforts-all 
of  which  helps  Peavey  maintain  its 
position  as  the  industry  leader." 
Economical,  Efficient  Distribution 
While  employee  skill  creates  a  superior 
product,  effective  distribution  places  it  in  the  right  hands.  Featuring  excellent  rail,  road,  and 
air  transportation  systems  and  bordered  by  navigable  waterways  on  three  sides,  Missis- 
sippi provides  economical  and  efficient  access  to  national  and  international  markets. 
"Peavey  Electronics  exports  to  103  countries  in  locations  the  world  over,"  says  Hartley 
Peavey,  the  company's  Chairman  and  CEO.  "Mississippi's  central  location  and  easy  access 
to  international  markets  ensures  that  our  products  reach  their  destinations  quickly  and 
economically. 

"Simply  put,  the  excellent  training  programs,  the  work  ethic  of  the  people,  and  the 
superior  location  we've  found  in  Mississippi  have  been  instrumental  to  Peavey's  world- 
wide success." 

For  more  information  on  the  State  of  Change,  call  or  write  Governor  Ray  Mabus  or 
J.  Mac  Holladay,  Director;  Mississippi  Department  of  Economic  and  Community 
Development,  P.O.  Box  849,  Jackson,  Mississippi  39205;  (601)  359-3449. 


The  State  of  Change 


MCI  presents  a 
story  so  haunting 

it  will  keep 
you  up  all  night. 


ALBERT  FINNEY  in  the  American  premiere  of 

"THE  GREEN  MAN" 
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ing  control  of  its  assets.  In  one  bit  of 
creative  financing  last  year,  Genzyme 
raised  $47  million  in  a  public  offering 
of  Neozyme  Corp.:  a  package  of 
rights  to  six  research  programs,  along 
with  warrants  to  buy  Genzyme  stock 
(at  $19  a  share).  Because  Genzyme 
stock  has  fared  well,  Neozyme  inves- 
tors can  sell  out  now  for  twice  what 
they  paid  last  October.  And  Genzyme 
can  still  buy  back  rights  to  any  or  all  of 
the  six  programs  at  preset  prices. 
Parag  Saxena,  managing  director  at 
Chancellor  Capital  Management  (a 
major  holder  of  Neozyme),  credits 
Termeer  with  ingeniously  raising  cash 
when  "it  was  virtually  impossible." 

Genzyme  watchers  generally  agree 
that  Termeer's  masterstroke,  cata- 
lyzed by  his  old  Baxter  Travenol  ties, 
was  the  1989  acquisition  of  Integrat- 
ed Genetics  (ig).  Termeer  had  attend- 
ed a  reunion  of  Baxter  executive 
alumni  in  Chicago  and,  on  a  flight 
back  to  Boston,  sat  with  fellow  Baxter 
alum  and  ig  Chairman  Robert  Car- 
penter. Termeer  knew  that  while  ig 
had  excellent  technology,  it  also  had 
serious  financial  problems.  He  had 
made  an  offer  for  ig  a  year  earlier — 
when  the  stock  was  trading  at  $5  a 


share — and  was  turned  down.  But 
now  Carpenter,  who  had  been  trying 
to  sell  out  to  a  big  drug  company,  was 
more  amenable  to  a  deal.  A  few  weeks 
after  the  plane  ride,  he  accepted  Ter- 
meer's offer — which  this  time  was  for 
less  than  $3  a  share  in  Genzyme  stock, 
worth  $31.5  million. 


"Orphan  drug 
protection  was  what 
enabled  us  to  attract 
investment  for  a  disease 
no  one  knew  anything 
about." 


Termeer  has  already  realized  $41 
million  in  sales  of  ig  assets  and  tech- 
nology. Its  drug  rights,  facilities,  a 
59%  stake  in  a  growing  prenatal  test 
business,  in  addition  to  the  crack  mo- 
lecular biologists  Genzyme  retains, 
are  worth  much  more. 

Says  Carpenter  of  the  big  pharma- 
ceutical firms  that  turned  down  the 
chance  to  grab  Integrated  Genetics: 
"They  feel  kind  of  silly,  I  think." 

IG's  sellers  haven't  done  too  badly, 
either.  Their  Genzyme  stock  is  cur- 


rently worth  $100  million. 

As  that  figure  suggests,  a  cheap 
stock  Genzyme  is  not.  At  its  recent 
price  of  33,  the  company's  market 
capitalization  of  nearly  $700  million 
is  seven  times  1991  revenue  forecasts. 
Wall  Street  biotech  star  Amgen  now 
has  a  market  cap  of  nearly  $6  billion, 
12  times  this  year's  estimated  reve- 
nues. But  that  just  means  Genzyme  is 
cheaper  than  Amgen,  not  cheap. 

Wall  Street  is  betting  that  Termeer 
will  catapult  Genzyme  into  the  big 
leagues,  and  Termeer  promises  not  to 
disappoint.  He  talks  confidently  of  $1 
billion  in  revenues  by  the  end  of  the 
decade. 

The  forecasts  may  or  may  not  pan 
out,  making  Genzyme  a  highly  risky 
investment  at  current  prices.  But  the 
approval  of  Ceredase  does  help  Ter- 
meer's case.  And  Genzyme 's  top  ex- 
ecutives certainly  have  an  incentive  to 
work  hard.  The  firm  has  allocated 
275,000  shares  in  stock  options 
(50,000  to  Termeer  alone),  exercis- 
able only  if  the  firm  earns  at  least  $40 
million  on  sales  of  $300  million  or 
more  in  1995.  So  if  the  boss  looks 
good,  so  will  his  lieutenants'  personal 
worth  statements.  ■■ 


When  you're  planning  for  the  future,  plan  for  growth. 


The  Merrill  Lynch 

Growth  Fund  for  Investment 

and  Retirement. 

Traditionally,  investors  looking 
for  long-term  growth  and 
income  have  turned  to  the 
equity  market.  But  for  many, 
today's  Big  Board  raises  more 
questions  than  it  answers.  We 
can  help. 

With  this  Fund,  you'll  be 
able  to  invest  in  a  diversified 
portfolio  of  equity  securities. 
Principal  emphasis  is  placed  on 
those  stocks  that  Fund  manage- 
ment believes  to  be  undervalued. 

What's  more,  you'll  have 
the  opportunity  to  work  closely 

Merrill  Lynch.  Pierce.  Fenner*  Smith.  Inc  Member  SIPC 


with  one  of  our  knowledgeable 
Financial  Consultants. 

For  more  complete  information  on  the 
Merrill  Lynch  Growth  Fund  for  Investment  and 
Retirement,  including  all  charges  and  expenses, 
send  for  a  prospectus  by  calling  a  Merrill  Lynch 
Financial  Consultant  or  returning  the  coupon. 
Please  read  the  prospectus  carefully  before  you 
invest  or  send  money 


Call  1-800-637-7455,  ext  6841^ 

Return  to:  Merrill  Lynch  Response  Center 
P.O.  Box  30200 
New  Brunswick,  NJ  08989-0200 

Please  send  me  a  brochure  and  prospectus 
on  the  Merrill  Lynch  Growth  Fund  for  Invest- 
ment and  Retirement.  Inc 

Name 


Address. 


.Zip. 


Home  Phone . 


Business  Phone 

Merrill  Lynch  clients,  please  give  name  and 
location  of  your  Financial  Consultant. 


6849 


Merrill  Lynch 

A  tradition  of  trust, 
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Has  the  system  of  incentive  pay  for  chief  executives 
turned  into  a  giant  pork  barrel?  In  many  cases 
the  answer  is  clearly  yes.  In  others,  no. 

Incentivize  me, 


please 


By  Dana  Wechsler  Linden  with  Vicki  Contavespi 

General  Dynamics  Corp.  Chief  Ex- 
ecutive William  Anders  was  just  voted 
a  new  incentive  option  package  that 
has  earned  him  nearly  $4  million  in 
paper  profits  since  February.  In  addi- 
tion, if  the  company's  stock  rises  $10, 
he'll  get  a  bonus  equal  to  double  his 
$800,000  salary. 

What's  wrong  with  that?  Lots  of 
things.  The  defense  contractor  had  a  loss  of  $578  million 
last  year;  and  the  company  just  announced  it's  going  to  lay 
off  27,000  workers.  Its  common  stock  sells  for  under  half 
what  it  did  a  few  years  back. 

How  about  this:  Time  Warner's  Steve  Ross  raked  in  $78 
million  last  year  at  a  time  when  the  entertainment  compa- 
ny is  struggling  in  the  red  to  work  offa  debt  of  $10  billion 
incurred  in  a  merger  that  may  or  may  not  work  out  well. 
Contrast  these  cases  with  General  Electric's.  The  com- 
pany earned  well  over  $4  billion  last  year  on  revenues  of 
S58  billion,  and  its  stock  currently  sells  close  to  its  alltime 
high.  The  company  is,  by  general  agreement,  superbly 
managed.  Its  chairman,  John  F.  Welch,  isn't  exactly 
suffering,  but  his  earnings  last  year  were  modest  in  terms  of 
his  company's  sales,  earnings  and  general  progress.  His 
total  take,  before  taxes,  merely  equaled  the  profits  GE 
earned  in  a  few  hours.  And  dozens  of  other  chief  executives 
did  magnificent  jobs  for  far  less  even  than  that. 

In  short,  the  overall  system  of  executive  compensation 
doesn't  make  a  whole  lot  of  sense  in  terms  of  who  gets  how 
much  for  doing  what.  It  isn't  that  great  chief  executive 
officers  aren't  worth  a  lot  of  money.  They  are.  The 
problem  is:  Why  do  their  compensations  vary  all  over  the 
lot  and  bear  so  little  relation  to  current  accomplishments? 
Institutional  shareholders,  some  innovative  thinkers  in 
compensation  planning — and  even  some  top  executives — 
are  getting  fed  up.  They  are  beginning  to  wonder  if  some 
of  the  old  rules  shouldn't  be  changed. 

For  years,  prevailing  theory  had  it  that  business  manag- 
ers would  produce  more  if  more  of  their  pay  were  at  risk, 
dependent  on  their  personal  performance.  The  buzzword 
"pay-for-performance"  has  rolled  enthusiastically  off  the 
tongues  of  compensation  professionals,  chief  executives 
and  business  journalists  for  over  a  decade. 

The  result  is  a  self-serving  jumble  that  makes  little  sense. 
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Who  decides  what  the  boss  makes?  Most  big  corpora- 
tions have  compensation  committees  composed  of  board 
members,  often  outside  board  members  and  always  ex- 
cluding the  boss  himself.  However,  it  is  not  unusual  for 
chief  executives  to  sit  on  one  another's  compensation 
committees — one  can  wonder  whether  they  approve  in- 
creases for  their  friends  in  the  hope  the  favor  will  be 
returned.  The  expensive  pay  consultants  hired  often  find 
themselves  in  the  compromising  position  of  being  paid  by 
the  people  whose  salaries  they  are  supposed  to  assess.  Can 
you  imagine  such  a  consultant  telling  the  boss:  "You  had  a 
lousy  year  and  laid  off  thousands  of  people;  we  recom- 
mend you  take  a  50%  pay  cut.  No,  make  it  60%." 

But  now  the  first  cracks  are  beginning  to  appear  in  this 
fortress.  People  are  asking  such  questions  as:  Is  the 
incentive  pay  system  just  a  cover  for  boosting  the  boss' 
pay?  Why  should  the  boss  not  take  a  pay  cut  when  he  is 
laying  off  workers  and  reducing  dividends? 

In  the  Japanese-language  version  of  the  controversial 
book  he  co-wrote,  The  Japan  That  Can  Say  No,  Sony 
Chairman  Akio  Morita  writes,  "The  income  gap  between 
American  and  Japanese  business  executive  is  astounding." 
He  goes  on  to  complain  that  American  bosses  are  rarely 
fired  when  they  manage  badly  but  are  usually  given  golden 
handshakes.  He  charges:  "So  [in  the  U.S.]  even  though 
the  corporation  may  stall  or  crash,  the  [chief]  executive  is 
equipped  with  his  'golden  parachute'  and  is  thereby 
guaranteed  to  land  safely  and  comfortably."  Morita  de- 
scribes this  as  an  "outrageous  system."  More  and  more 
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W.  Edwards  Deming,  quality  standard  bearer 
Incentive  plans  are  "the  cause  of  our  decline." 


Americans  are  coming  to  agree. 

■  General* Motors,  for  example,  is  considering  modifying 
its  entire  management  pay  and  appraisal  system.  GM  wants 
to  put  more  money  into  regular  paychecks  and  less  into 
bonuses.  The  idea  is  less  connection  between  annual 
performance  appraisal  and  pay.  In  the  past,  GM's  salaries 
have  not  been  particularly  high;  bonuses  made  the  differ- 
ence in  the  full  year's  take. 

■  Campbell  Soup  Co.  is  going  in  a  similar  direction.  It  has 
decreed  that  bonuses  will  no  longer  be  based  on  an 
individual's  performance.  Previously,  an  executive  earning 
$175,000  in  base  salary  could  have  collected  a  $150,000 
bonus  if  he  were  rated  a  superstar.  Now  bonuses  will  be 
tied  solely  to  the  company's  and  divisions'  performance. 


"We  gain  or  lose  market  share  as  a  tota1  company,  not  a 
collection  of  individuals,"  says  Sarah  Armstrong,  the 
company's  top  compensation  executive.  "A  few  stars  can't 
do  it  by  themselves." 

■  The  big  railroad  CSX  Corp.  has  a  different  approach.  Its 
stockholders  have  just  approved  a  plan  under  which 
eligible  executives  can  buy  csx  stock  using  a  company  loan 
for  95%  of  the  purchase.  The  other  5%  comes  out  of  the 
executives'  pockets — giving  them  a  sort  of  LBO-style  stake 
in  the  company.  This  is  instead  of  traditional  stock  op- 
tions— gifts  that  had  no  downside  risk. 

Webster's  defines  an  incentive  as  "something  that 
incites  to  determination  or  action."  Chrysler  Corp.'s 
proxy  states  that  key  executives  are  paid  according  to  an 
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Incentive  Compensation  Plan  and  a  Stock  Unit 
Incentive  Program. 

Fair  enough.  But  Chrysler  earned  only  $68 
million,  down  80%  from  1989,  and  saw  its  stock 
price  crumble  from  $20  to  $13.  Accordingly,  Chairman 
Lee  Iacocca's  salary  and  incentive  plan  payments  amount- 
ed to  just  $1.1  million  last  year — not  a  big  sum  for  running 
and  keeping  afloat  a  huge  business.  But  then  Iacocca 
negotiated  himself  a  side  deal.  For  agreeing  to  remain  at 
Chrysler  through  Dec.  8,  Iacocca  will  get  315,000  shares 
of  common  stock,  now  worth  some  $4.1  million,  as  well  as 
options  to  purchase  another  720,000  shares.  Plus,  the 
company  bought  Iacocca's  two  homes  "to  make  it  possi- 
ble for  him  to  continue  to  devote  his  full  time  and 
attention  to  Chrysler  business." 

Keeping  the  highly  visible  and  popular  Iacocca  at  the 
helm  is  undoubtedly  important  for  the  struggling  compa- 1 
ny,  but  it's  the  kind  of  deal  that  infuriates  workers  and  | 
suppliers,  and  executives  asked  to  tighten  their  belts.  At  f 
best,  the  deal  was  terrible  public  relations. 

Or  take  the  case  of  itt,  which  paid  its  chief  executive, 
Rand  Araskog,  $7  million  last  year.  Last  year  itt's  profits 
plunged  67%  in  the  fourth  quarter  and  were  up  only  4%  for 
the  year  as  a  whole — after  a  one-time  $640  million  boost 
from  selling  a  piece  of  its  stake  in  Alcatel.  Some  of  itt's 
institutional  stockholders  yelled  "foul." 

The  present  system  encourages  deals  that  add  bells  and 
whistles  to  the  boss'  pay.  After  studying  955  companies, 
Berkeley  professor  and  former  consultant  Graef  Crystal 
claims  the  more  incentive  plans  a  chief  executive  has,  the 
more  he  gets  paid.  Those  with  no  long-term  incentive 
plans  are  paid  30%  below  average.  Those  with  one  long- 
term  incentive  plan  are  paid  about  average.  Those  with 
three  incentive  plans  are  paid  65%  above  average. 

So,  the  trend  is  to  more  than  one  plan.  "The  ceo  who 
has  an  apple  says  he  wants  an  orange,  and  then  he  wants  a 
banana,  and  he  has  all  three,"  says  Crystal.  No  surprise 
here:  If  apples  aren't  hot  this  year,  bananas  will  be. 

And  the  standards  for  the  quality  of  the  oranges  and 
bananas  are  sometimes  set  conveniently  low.  Princeton, 
N.J. -based  compensation  consultants  Sibson  &  Co.  found 
that  for  the  50  cash  bonus  plans  they  looked  at,  perfor- 
mance targets  were  so  low  that  they  were  met  or  exceeded 
in  90%  of  the  cases.  There  is  absolutely  no  evidence  that 
meeting  these  artificially  set  goals  improves  long-range 
corporate  performance. 

Should  executives  put  themselves  in  the  position  of 
setting  targets  for  one  another?  American  Express'  James 
Robinson  III  and  Bristol-Myers  Squibb's  president,  Rich- 
ard Furlaud  (who  resigned  on  May  7),  have  sat  on  each 
other's  compensation  committees  since  1989. 

Robinson  recuses  himself  from  discussions  about  Fur- 
laud's  pay.  Other  boards  have  similar  safeguards.  But  the 
fact  remains  these  relationships  (see  chart)  present  at 
minimum  the  appearance  of  conflict  about  an  issue  share- 
holders have  a  big  stake  in.  Even  those  directors  who  aren't 
on  compensation  committees  still  have  a  say  in  pay 
matters — which  typically  require  the  whole  board's 
approval. 

Another  addition  to  these  fruit  salad  deals  is  post- 
retirement  pay  disguised  as  consultant  salaries.  Compensa- 


tion expert  Crystal  claims  he  overheard  the  following 
conversation  between  two  corporate  directors.  "So  what 
are  you  doing  these  days?"  "I'm  still  a  consultant  to  my 
company.  I'm  a  sexual  consultant."  "What  do  you  mean?" 
"Well,  when  they  signed  me  up  for  this  deal  they  said,  'If 
we  want  any  of  your  #%$&@  advice,  we'll  call  you.'  " 

Is  there  a  better  way?  • 

Americans  are  paying  close  attention  these  days  to  the 
management  practices  that  have  made  Japanese  compa- 
nies so  successful.  Most  Japanese  corporations  pay  the  boss 
a  salary  and  a  bonus  that  is  essentially  deferred  salary — it 
hardly  varies  from  year  to  year.  More  than  one  Japanese 
business  leader  has  scoffed  at  the  American  system.  Here's 
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Strange  boardfellows.  Can  they 
fairly  represent  shareholders 
on  pay  issues? 


what  one  said  to  a  FORBES  reporter  recently:  "Your 
companies  lay  off  workers  and  close  plants,  then  give  the 
boss  a  raise.  Why  shouldn't  the  boss  take  a  cut  or  get  laid 
off  when  things  get  bad?" 

W.  Edwards  Deming  knows  a  lot  about  the  Japanese 
system.  He  almost  invented  it.  He  is  credited  with  teach 
ing  the  Japanese  about  quality  after  World  War  II  .uk\ 
playing  a  major  role  in  that  country's  economic  ascen- 
dance. Still  active  at  age  90,  Deming  argues  that  the 
American  system  of  executive  compensation  is  aimed  at 
rewarding  bosses  rather  than  at  producing  well  run  busi 
nesses.  He  says  incentive  systems  lead  employees  to  locus 
on  narrow,  numerical  goals,  rather  than  the  long  run  good 
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of  the  company.  The  incentive  systems  destroy  teamwork, 
making  co-workers  competitive.  Performance  rankings 
are  demoralizing,  especially  since  performance  is  impossi- 
ble to  measure.  Deming  (see  box,  p.  212)  argues  that  people 
are  not  primarily  motivated  by  money,  but  by  self-esteem, 
dignity  and  love  of  learning. 

Deming  would  pay  every  employee — right  up  through 
the  chief  executive — a  straight  salary  or  wages.  Those  in 
the  same  job  would  be  paid  roughly  the  same;  some 
differences  would  be  created  by  seniority,  since  everyone 
would  get  annual  raises.  Those  raises  would  be  uniform, 
not  based  on  merit.  Such  a  system,  he  argues,  would 
encourage  teamwork  rather  than  encourage  superstars. 
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The  one  acceptable  bonus  plan  to  Deming  is  profit- 
sharing.  But  every  employee  would  get  an  equal  share.  The 
chief  executive  getting  the  same  bonus  as  a  factory  worker? 
"Well,  why  not?  Certainly,"  says  Deming,  looking  aston- 
ished by  the  question. 

How  would  people  be  rewarded?  Some  would  be 
promoted,  which  would  bring  a  hike  in  pay.  Exceptionally 
poor  performers  would  be  transferred  into  new  jobs. 

But  how  would  that  really  work?  A  New  York- based 
consultant  recalls  a  project  he  did  for  the  American  branch 
of  one  of  Japan's  top  banks  last  year.  One  day  he  met  with 
the  bank's*  president  in  a  conference  room  overlooking 
Wall  Street.  The  president  wanted  help  setting  appropriate 
bonuses  for  three  Americans  on  his  staff. 

Each  of  the  officers  earned  around  $100,000.  An 
American  bank,  the  consultant  said,  would  give  them 
bonuses  of  $30,000,  $20,000  and  $0.  The  Japanese 


looked  alarmed  and  said  he  wasn't  "comfortable  making 
such  big  distinctions."  He  gave  them  bonuses  thev  would 
get  in  Japan:  $14,000,  $14,000  and  $13,000. 

But  does  such  a  system  encourage  shirkers  and  incom- 
petents? Hardly.  Later,  the  contract  of  the  officer  who  got 
$13,000  was  simply  not  renewed. 

Some  people  think  Deming  is  wrong  in  believing  his 
ideas  will  be  accepted  here;  the  American  culture  is  too 
rooted  in  the  tradition  of  individualistic,  economic  moti- 
vations. Of  all  Deming's  teachings,  those  on  pay  are  "the 
most  iconoclastic,  the  least  accepted,"  says  management 
consultant  Peter  Scholtes,  a  Deming  disciple. 

Scholtes  is  probably  right.  Still,  we  could  move  closer  to 
the  Japanese  way.  Some  American  companies  already 
have.  Robert  Geiger,  45,  a  general  manager  of  Nashua 
Corp.,  was  brought  in  three  years  ago  to  turn  around  the 
ailing,  $70  million  (1990  sales)  masking  and  duct  tape 
division.  He  is  trying  to  apply  Deming's  teachings. 

In  January  Geiger  took  all  of  his  salespeople  off  commis- 
sions. Before,  an  average  salesperson  at  Nashua  Tape  made 
about  $60,000— $40,000  in  salary  and  $20,000  in  com- 
missions for  hitting  targets.  Now  they  make  the  same  total 
pay,  but  all  in  salary.  "I  buy  Deming's  whole  philosophy  of 
win-win,  cooperation  instead  of  competition,"  says  Gei- 
ger. "And  I  agree  that  money  is  not  a  motivator."  An 
elated  Geiger  crows  that  for  the  first  time  Nashua  Tape's 
sales  are  growing  faster  than  the  tape  market  as  a  whole. 

As  a  general  manager  of  the  parent  company,  Geiger 
makes  a  salary  of  $140,000  and  a  bonus,  if  he  meets 
division  targets,  that  can  reach  $50,000. 

"I've  been  hammering  away  at  the  corporate  staff  to 
eliminate  those  damn  executive  incentive  plans,"  says 
Geiger.  "Some  of  the  things  I  do  to  maximize  my  bonus 
are  not  the  best  thing  for  this  division." 

Defenders  of  the  incentive  pay  system  argue  that  they 
want  to  encourage  an  entrepreneurial  approach  to  run- 
ning big  companies  and  that  the  dangling  of  big  money  is 
what  makes  entrepreneurs  run.  Bennett  Stewart,  senior 
partner  in  New  York  consultant  firm  Stern  Stewart  &  Co., 
believes  in  "the  power  of  entrepreneurial  motivation." 

What  does  that  mean?  "Managers  make  the  best  deci- 
sions when  they  think  as  owners,"  he  says.  "I  call  it  the 
Desert  Storm  principle.  In  this  world  of  horizontal  infor- 
mation, empower  the  ranks,  depower  the  CEO.  Pass  the 
incentives  down  the  ranks." 

How  do  you  make  managers  think  like  owners?  One 
way,  Stewart  proposes,  is  to  get  lots  of  equity  into 
managers'  hands — but,  like  owners,  the  managers  have  to 
pay  for  it.  CSX  is  trying  the  idea  out  with  its  deal  for  140  top 
officers.  The  officers  can  buy  company  stock,  using  an 
interest-bearing  company  loan  for  95%  of  the  purchase 
price  and  their  own  cash  for  the  rest. 

Stewart's  other  approach  is  to  link  pay  to  a  stiff  financial 
measurement  called  "economic  value  added."  That 
means  tying  managers'  bonuses  to  the  growth  of  profits — 
after  deducting  from  profits  the  cost  of  the  capital  they've 
invested.  Owners  can't  survive  making  investments  that 
cost  more  in  capital  charges  than  they  pay  out  in  profits; 
why  shouldn't  managers  be  held  to  the  same  standard? 

Under  a  different  name,  the  measurement  of  economic 
value  added  originated  at  General  Electric  back  in  the 
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1950s.  Toda\ ',  a  number  of  companies,  includ- 
ing Coca-Cola,  pay  bonuses  based  on  economic 
value  added. 

Stern  Stewart  &  Co.  tries  to  persuade  its 
clients  to  place  no  cap  on  bonuses.  "If  managers  believe 
the  sky  is  the  limit,  they  will  reach  for  the  sky,"  managing 
partner  Joel  Stern  wrote  recently. 

But  reaching  for  the  sky  may  be  appropriate  in  small, 
startup  entrepreneurial  companies.  It  may  not  always  be 
appropriate  for  giant  corporations,  which  must  compete 


on  a  global  basis  arid  involve  sometimes  dozens  of  divi- 
sions. An  IBM  is  not  reaching  for  the  sky.  It  is  already  there. 
Staying  on  top  is  as  hard  as  getting  to  the  top  and  requires 
taking  as  many  risks,  but  the  results  are  harder  to  measure 
for  purposes  of  incentive  pay,  if  not  downright  impossible. 
One  thing  is  clear:  The  current  system,  under  which 
some  people  are  paid  in  the  tens  of  millions  of  dollars,  even 
in  the  face  of  mediocre  results,  encourages  little  except 
cynicism.  Cynicism  among  investors,  among  workers, 
among  the  general  public.  H 


"Pay  is  not 
a  motivator" 

Your  instinct  is  to  take 
W.  Edwards  Deming  with 
something  of  a  grain  of 
salt.  He's  clearly  a  zealot. 
Still,  you  want  to  listen 
when  he  blasts  that  incen- 
tive stock  plans  for  chief 
executives  are  "the  cause  of 
our  decline." 

Dr.  Deming,  as  he  is 
known,  is  90,  and  crusty  to 
the  point  of  imperious- 
ness.  He  is  also  the  man 
who  taught  the  Japanese 
what  they  know  about 
quality.  In  lapan  he  has 
been  revered  for  decades, 
and  winning  the  Deming 
prize  is  probably  the  great- 
est honor  in  business 
there.  Only  after  Japan's 
success  became  painfully 
obvious  did  Detroit  and  the 
rest  of  U.S.  industry 
come  calling  at  Dr. 
Deming's  door. 

Now  Deming's  seven- 
day  workweek  includes 
teaching  at  both  Colum- 
bia University  and  New- 
York  University  every 
Monday;  teaching  monthly 
four-day  intensive  semi- 
nars to  sell-out  crowds  of 
managers;  consulting  cli- 
ents up  to  four  days ., 
and,  if  there's  free  time, 
speaking  and  writing. 

Hard  of  hearing  but 
with  a  sharp  mind  and  a 
tongue  to  match,  Dem- 
ing alternately  shouts  in  an- 
ger, smiles  like  a  kindly 
teacher  and  commands  a 


reporter  to  write  down 
a  pearl  of  wisdom  he  just 
uttered. 

A  statistician  with  a 
Ph.D.  from  Yale,  Deming 
built  on  statistical  theo- 
ries of  quality  control  to  de- 
velop a  method  of  com- 
pletely transforming  a  busi- 
ness into  one  directed  at 
producing  high-quality- 
goods  or  services  and  de- 
livering value  to  customers. 

Though  many  people 
are  familiar  with  some  of 
Deming's  ideas,  few  are 
aw  are  that  an  integral  part 
of  his  method  is  eliminat- 
ing the  pay- for- perfor- 
mance compensation 
plan  that  American  busi- 
ness people  swear  by.  His 
reasoning? 

"You  cannot  measure 
performance .  Performance 
cannot  be  measured," 
says  Deming.  "Merit  pay  is 
not  merit  pay.  Differ- 
ences may  be  caused  by  the 
system.  It's  rewarding  the 
circumstances.  Same  thing 
as  rewarding  the  weather- 
man for  a  pleasant  day." 

He  has  a  point,  and  it's 
true  for  employees  and 
companies:  In  a  long  bull 
market,  nearly  all  stocks  go 
up  and  managers  with  in- 
centive pay  matched  to 
stock  performance  get 
rich.  In  a  bear  market,  even 
the  best  corporate  perfor- 
mance often  fails  to  make  a 
ny's  stock  rise, 
bonuses  and 
me  increases  can  nev- 

er be  ly.  "Ranking 

people  of  the  evils. 


You  put  it  down  there: 
demoralization. 

"This  country  was 
built  on  cooperation," 
Deming  says.  "People 
could  work  as  hard  as  they 
wished.  They  helped  each 
other.  Now  they  dare  not 
cooperate.  If  I  am  inept 
on  the  job,  I'm  an  asset  to 
you.  Helps  you  to  get  a 
better  rating." 

Deming  argues  that 
management  by  the  num- 


Dr.  Deming  speaks 


hers  sabotages  the  com- 
pany by  directing  em- 
ployees' efforts  toward  a 
few  narrow  goals.  "The  top 
salesman  may  be  ruining 
the  company,"  says  Dem- 
ing. "He  gets  higher 
commissions  because  he  is 
selling  a  bigger  machine 
than  the  customer  needs. 
The  customer  finds  out 
he  does  not  need  that  ma 
chine.  In  the  long  run, 
the  company  gets  a  bad 
name." 

Hut  does  what  works 
well  in  Japan  work  equally 


well  in  the  very  different 
American  culture?  Donald 
Petersen,  former  chief  ex- 
ecutive of  Ford,  has  been  a 
Deming  disciple  since 
1 980,  but  is  a  little  bit  wary. 
"I  agree  with  him  about 
the  damage  individual  per- 
formance reviews  can 
cause  when  you're  trying  to 
foster  team  effort,"  says 
Petersen.  "But  I  don't  take 
it  from  that  to  saying 
something  is  wrong  with 
incentive  pay.  For  exam- 
ple, stock  ownership  can  be 
appropriate." 

Deming  disputes  the 
conventional  wisdom  that 
Americans  are  chiefly 
motivated  by  economic  re- 
wards. Again  he  has  a 
point:  Few  Americans  are 
better  motivated  than 
members  of  the  U.S.  Ma- 
rine Corps,  but  few  peo- 
ple go  into  the  Marines  for 
money.  Nor  do  most 
people  go  into  the  clergy 
for  money.  Nor  does  Paul 
Fireman  of  Reebok  Inter- 
national work  ten  times  as 
hard  or  ten  times  as  well  as, 
say,  Charles  Weaver  of 
( llorox,  even  though  Fire 
man  is  paid  ten  times  as 
much  (see  tables  starting  on 
page  236).  But  in  busi- 
ness, where  the  bottom  line 
is  making  money  tor  your 
company,  you  can't  expect 
achievers  not  to  want  to 
run  up  high  scores  them 
selves.  Between  what 
works  in  Japan  and 
what  works  here  now 
there  has  to  be  a 
middle  way.        D  W.I    HH 
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Tomorrow's  self-service 

and  security  systems 
have  arrived  a  day  early 

at  Diebold* 


We  don't  ask  you  to  wait. 
The  technology  of  the  future  is 
present  right  now  at  Diebold. 
We've  already  introduced 
the  first  ATMs  with  advanced 
image-lift  technology  that 
positions  financial  institutions 
for  paperless,  digital  check 
processing. 

By  integrating  ATMs  into 
the  branch  automation 
system,  we  can  help  you 
provide  services  once  avail- 
able only  at  the  teller. 
We  have  the  only  host-based 
monitoring  program  that  combines  all 
your  electronic  security  systems  into 
an  IBM  mainframe.  And  the  industry's 
largest  service  network  linked  to  a 
Customer  Response  Center  by  hand- 
held computers. 

We've  pioneered  machines  that  allow 
motorists  to  pay  for  gasoline  right  at  the 
pump.  And  others  that  dispense  video 
movies,  tickets  and  postage  stamps. 

And  now,  with  our  InterBold™ joint 
venture  with  IBM,  tomorrow's  ideas  are 
available  all  over  the  world. 

For  information  on  our  38th  con- 
secutive annual  dividend  increase,  our 
Dividend  Reinvestment  Program,  or  on 
our  products  or  services,  write  to  Diebold, 
Incorporated,  Investor  Relations,  Dept. 
9-79-L,  P.O.  Box  8230,  Canton,  Ohio 
44711-8230. 

Or  call  our  shareholder  hotline, 
1-800-766-5859. 


DIEBOLD 

INCORPORATED 


^ 
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There  were  strange  bedfellows  among  1990's  25  best-paid  chief 
executives.  A  sneaker  importer,  the  architect  of  a  high-tech  turnaround  and 
the  boss  of  a  Massachusetts  bank.  A  Massachusetts  bank?  Yep. 


Turnover 
at  the  top 


By  Steve  Kichen  and  Eric  Hardy 

What's  this?  William  S. 
Edgerly,  chairman  of  a  large 
Massachusetts  bank,  is  one 
of  the  25  highest  paid  on 
this  year's  list  of  chief  executive  com- 
pensation. But  New  England  has  been 
in  recession  for  more  than  a  year,  and 
many  of  its  banks  are  in  deep  trouble. 


Yet  Edgerly  received  S6.5  million  in 
total  compensation  last  year. 

How  come?  Management  of  State 
Street,  the  bank  in  question,  managed 
to  spare  the  bank  from  the  worst 
effects  of  the  local  problems.  Even  so, 
there  were  special  circumstances  in 
Edgerly 's  case.  A  full  60%  of  his  1990 


compensation  came  from  the  exercise 
of  stock  options  granted  years  before, 
at  lower  prices. 

Edgerly  is  not  alone  as  a  stock 
option  multimillionaire.  Over  half  the 
best-paid  chief  executives  made  it 
onto  this  list  by  exercising  options, 
thus    realizing    long-term     rewards 


I 


The  top  10 


1.  Steven  J.  Ross 
Time  Warner 
$78.1  million 


2.  Stephen  M.  Wolf 

UAL 

$18.3  million 


3.  John  Sculley 
Apple  Computer 
$16.7  million 


4.  Paul  B.  Fireman 

Reebok 

$14.8  million 


5.  Dean  L.  Bunt  rock 
Waste  Management 
$12.5  million 


6.  Israel  Cohen 
Giant  Food 
$11.5  million 
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7.  MartinS.  O. 
Paramount 
$11.3  million 


8.  Michael  D.  Eisner 
Walt  Disney 
$11.2  million 


9.  G.  KirkRaab 
Genentech 
$9.2  million 


10.  Joseph  Williams 
Warner-Lambert 
$8.8  million 
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The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas.  __________ 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi 
cal  management.  A  company  that  customizes  pro- 
gramsbecause  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelraveler^j 

You're  better  off  under  the  Umbrella? 


©  1991  The  Travelers  Corporation. 
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The  best-paid  chief  executives  1990 

Company/Chief  executive 
Time  Warner/Steven  J  Ross1 

Stock  owned 

market  value 

($mil) 

Pnmrvp  not  inn 

stock 

gains 

($000) 

total 
($000) 

salary  + 
bonus 
($000) 

% 
change 

other 
($000) 

§ 

$3,200E 

-33%' 

$17,757 

$57,156 

$78,113 

UAL/Stephen  M  Wolf 

$12.0 

1,150 

0 

2,376 

14,775 

18,301 

Apple  Computer/John  Sculley 

16.2 

2,199 

-2 

— 

14,531 

16,730 

Reebok  International/Paul  B  Fireman 

217.7 

14,822 

1 

4 

— 

14,826 

Waste  Management/Dean  L  Buntrock 

113.8 

1,582 

17 

2,777 

8,096 

12,455 

Giant  Food/Israel  Cohen 

83.9 

1,213 

-3 

37 

10,241 

11,491 

Paramount  Commun/Martin  S  Davis 

54.9 

3,646 

-11 

7,653 

— 

11,299 

Walt  Disney/Michael  D  Eisner 

45.0 

11,233 

17 

— 

— 

11,233 

Genentech/G  Kirk  Raab 

0.4 

675 

NA 

196 

8,308 

9.180 

Warner-Lambert/Joseph  D  Williams 

6.9 

1,585 

5 

665 

6,568 

8,818 

Sotheby's  Holdings/Michael  L  Ainslie 

10.0 

959 

NA 

— 

7,696 

8,654 

National  Medical/Richard  K  Earner 

81.4 

1,879 

12 

6,690 

— 

8,569 

BHC  Commun/Herbert  J  Siegel 

_2 

8,353 

-39 

18 

— 

8.3713 

Reader's  Digest  Assn/George  V  Grune 

10.6 

1,193 

26 

6,297 

— 

7,490 

ITT/Rand  V  Araskog 

22.7 

3,888 

63 

3,393 

— 

7,281 

Merck/P  Roy  Vagelos 

33.3 

2,092 

-11 

5 

5,050 

7,147 

Eli  Lilly/Richard  D  Wood 

20.5 

1,781 

31 

971 

4,379 

7,131 

City  National/Bram  Goldsmith 

71.2 

1,026 

9 

1,506 

4,559 

7,091 

RJR  Nabisco/Louis  V  Gerstner  Jr 

24.9 

3.020 

NA 

4,053 

— 

7,073 

US  Surgical/Leon  C  Hirsch 

170.3 

1,500 

NA 

5,571 

— 

7,071 

Coca-Cola/Roberto  C  Goizueta 

144.5 

3,142 

15 

1,656 

2,190 

6,988 

Masco/Richard  A  Manoogian 

52.0 

1,056 

-2 

2,477 

3,391 

6,924* 

Capital  Cities/ABC/Daniel  B  Burke 

20.1 

1,033 

NA 

116 

5,584 

6,733 

State  Street  Boston/William  S  Edgerly 

11.8 

953 

15 

1.551 

4,013 

6,518 

Schering-Plough/Robert  P  Luciano 

1.2 

1,694 

12 

1,311 

3,482 

6,487 

'Prior  year  data.    §less  than  $100,000. 
NA:  Not  available. 

'Office  jointly  held  with  N  J  Nicholas  Jr.    indirect 

ownership  through  Chris-Craft  Inds. 

'Salaries  paid  by  Chris-Craft  Inds. 

E:  Estimate. 

Most  of  these  corporate 
leaders  made  this  list  through 
exercising  stock  options  or 
through  the  release  of 
restricted  stock  awards.  But 
Paul  B.  Fireman  of  Reebok 
International  and  Michael  D. 
Eisner  of  Walt  Disney  earned 
their  eight-Figure  incomes  in 
another  way— through 
unusually  handsome  salaries 
and  bonus  payments. 


from  the  appreciation  of  their  com- 
panies' stock. 

Take  Israel  Cohen,  chief  executive 
of  Giant  Food.  Most  of  his  $11.5 
million  compensation  in  1990  came 
from  the  exercise  of  stock  options. 
Cohen  hardly  needed  the  money.  He 
already  owned  $74  million  worth  of 
Giant  Food  stock.  But,  seemingly,  he 
didn't  want  to  be  left  behind  in  the 
chief  executive  sweepstakes. 

Apple  Computer  paid  John  Sculley 
$2.2  million  in  salary  and  bonus  in 
1990  and  another  $14.5  million  from 
exercising  stock  options.  If  ever  the 
reward  was  well  earned,  this  one  was. 
When  Sculley,  a  former  PepsiCo  exec- 
utive, joined  Apple  in  April   1983, 
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Apple  was  undergoing  a 
painful  transition  from  a 
freewheeling  entrepreneur- 
ial operation  into  a  major 
corporation.  Sculley  engineered  that 
difficult  transition,  and  engineered  it 
with  rare  skill. 

As  a  group,  these  25  top  earners, 
including   top-ranking    Steve    Ross, 
had  combined  compensation  of  $302 
million  in  1990.  That's  big  money  in 
the  absolute,  but  relatively  small  com 
pared  with  the  si/e  and  profitability  of 
the  companies,  which  earned  a  coin 
bined  $10  billion  on  combined  rcve 
nues  of  $133  billion.  The  total  com 
pensation  amounted  to  just  $2.26  on 
every  $1,000  in  revenues. 
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PROMISES     MADE 


PROMISES      KEPT. 


When  we  acquired  Great  Northern  Nekoosa, 

we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 

and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recendy  sold  a  group  of  non-strategic 

assets  for  slighdy  more  than  $1  billion.  As  a  result,  we  have  retired 

a  significant  amount  of  the  acquisition  debt.  Just  ten  months 

after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 

as  we  heachnto  the  second  year  of  the  acquisition,  we'll  continue 

to  pursue  our  methodical  approach  to  integrating  the 

two  companies,  realizing  the  benefits  of  the  integration 

and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


Georgia-Ffecific 


©1991  Georgia-Pacific  Corporation  All  rights  reserved 
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The  best-paid  chief  executives  1986-90 

Company/Chief  executive 

5-year 

total  comp 

($000) 

Stock  owned           salary 
mkt  value           +  bonus 
($mil)              ($000) 

% 
change 

other 
($000) 

stock 

gains 

($000) 

total 
($000) 

Time  Warner/Steven  J  Ross1 

§                  $3,200E 

-33% 

$17,757 

$57,156 

$78,113 

$137,254 

Toys  'R'  Us/Charles  Lazarus 

$1.9                   5,277 

19 

1*6 

— 

5.293* 

91,095 

Walt  Disney/Michael  D  Eisner 

45.0                 11,233 

17 

— 

— 

11,233 

71,069 

Reebok  International/Paul  B  Fireman 

217.7                  14,822 

1 

4 

— 

14,826 

69,356 

Chrysler/Lee  A  lacocca 

5.7                   1,137 

28 

3,131 

— 

4,268 

49,197 

Paramount  Commun/Martin  S  Davis 

54.9                   3,646 

-11 

7,653 

— 

11,299 

37,680     . 

Waste  Management/Dean  L  Buntrock 

113.8                   1,582 

17 

2,777 

8,096 

12,455 

33,003 

Apple  Computer/John  Sculley 

16.2                   2.199 

-2 

— 

14,531 

16,730 

32,310 

Reliance  Group/Saul  P  Steinberg 

258.2                  6,314 

1 

164 

— 

6,478 

32,183 

Masco/Richard  A  Manoogian 

52.0                   1,056 

-2 

2,477 

3,391 

6,924* 

27,802 

General  Electric/John  F  Welch  Jr 

13.6                  2,983 

13 

— 

2,049 

5,032 

27,447 

Coca-Cola/Roberto  C  Goizueta 

144.5                  3,142 

15 

1,656 

2,190 

6,988 

26,749 

Anheuser-Busch  Cos/August  A  Busch  III 

37.4                   1,738 

19 

25 

— 

1,763 

25,667 

Freeport-McMoRan/James  R  Moffett 

19.1                   2,018 

48 

699 

2,416 

5,132 

24,517 

American  Express/James  D  Robinson  III 

15.3                   1,798 

-31 

1,743 

— 

3,541 

23,904 

Ralston  Purina/William  P  Stmtz 

74.8                   1,161 

9 

66 

964 

2,191 

23,631 

Merck/P  Roy  Vagelos 

33.3                  2,092 

-11 

5 

5,050 

7,147 

23,325 

Great  A&P  Tea/James  Wood 

0.6                  3,421 

7 

8 

— 

3,429 

22,880 

ITT/Rand  V  Araskog 

22.7                   3,888 

63 

3,393 

— 

7,281 

21,740 

State  Street  Boston/William  S  Edgerly 

11.8                     953 

15 

1,551 

4,013 

6,518 

21,063 

Bear  Stearns  Cos/Alan  C  Greenberg 

55.2                  4,212 

-7 

— 

— 

4,212 

20,979 

Warner-Lambert/Joseph  D  Williams 

6.9                   1,585 

5 

665 

6,568 

8.818 

20,745 

Philip  Morris  Cos/Hamish  Maxwell 

49.1                   2,408 

28 

— 

2,947 

5,355 

20,260 

Torchmark/Ronald  K  Richey 

29.5                    1.827 

69 

58 

2,355 

4,241 

19,939 

Giant  Food/Israel  Cohen 

Some  5-year  compensation  figures  have  been  revis 

83.9                   1,213 

-3 

37 

10,241 

11,491 

19,044 

ed  and  updated  since  we  published  this 

information  in  our  last  issue  ("Executive  sweets,"  May  13). 

*Prior  year 

data.    §Less  than 

$100,000.    'Office  jointly  held  with  N  J  Nicholas  Jr. 

E:  Estimate. 

Over  the  past  five  years  these 
25  chief  executives  made  more 
money  than  the  heads  of  any 
other  public  corporations.  As  a 
group,  they  received  a  total 
of  $923  million  in  salary, 
bonuses,  stock  gains  and  other 
forms  of  compensation. 
Steven  J.  Ross  of  Time  Warner 
had  the  best  Five-year  total 
compensation:  $137  million. 


Of  the  25  chief  executives  who 
made  the  most  in  1990,  only  5  are 
repeaters  from  last  year.  Paul  B.  Fire- 
man of  Reebook  International  is 
again  near  the  top  of  this  list,  with  a 
take -home  of  $14.8  million  before 
taxes  from  salary  and  bonus.  He  has 
since  renegotiated  the  contract  that 
gave  him  these  rich  pickings,  but  he 
won't  have  to  crimp  his  style  of  living. 
In  return  for  renegotiating,  the  com- 
pany gave  him  $81  million  (at  current 
prices)  of  stock  options  in  the  import- 
er of  trendy  sneakers.  The  options  vest 
during  the  next  five  years. 

Also  back  for  another  year  on  the 
top  25  list  are  Martin  Davis  of  Para- 
mount   Communications,     Michael 


Eisner  of  Walt  Disney,  Her- 
bert Siegel  of  bhc  Commu- 
nications and  Roberto  Goi- 
zueta of  Coca-Cola. 

Among  last  year's  top  earners  miss 
ing  from  the  list  this  year  is  Craig 
McCaw  of  McCaw  Cellular,  who  in 
1989  earned  $54  million,  virtually  all 
from  stock  gains.  His  compensation 
in  1990  dropped  to  $209,000. 

These  wild  swings  in  compensa- 
tion, these  apparent  discrepancies  in 
chief  executive  compensation  among 
similarly  sized  companies,  fuel  the 
controversy  on  the  subject.  Even  if 
the  boss  deserves  every  penny  he  gels, 
there  are  a  growing  number  of  people 
who  don't  believe  he  does.  BBB 
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This  is  the  key 

to  outstanding 

automotive  performance. 


This  is  the  key 

to  outstanding 

private  banking  performance. 


It  sparks  the  ignition  of 
the  1962  Ferrari  250 
GTO— a  masterpiece 
of  automotive  engi- 
neering, style  and 
design.  No  other 
Ferrari  model — 
and  no  other 
make  of  automo- 
bile—has won  more 
prizes  than  this 
legendary  sports 
coupe  from 
Maranello 


Purchasing  a  Ferrari  is  an  investment  in  both  perfor- 
mance and  appreciation  over  time.  Performance  and 
appreciation  are  also  goals  of  the  private  investor- 
goals  which  Swiss  Bank  Corporation  helps  its  clients 
identify  and  realize  worldwide.  With  offices  in  34 
countries,  Swiss  Bank  Corporation  serves  U.S. 
investors  with  power  and  presence  on  a  truly 
global  basis. 

Our  expertise  in  structuring  balanced  portfolios  pro- 
vides our  clients  with  a  custom-tailored  approach  to 
building  wealth,  preserving  capital  and  reducing  risk. 
One  more  advantage  Swiss  Bank  Corporation  offers 
private  investors  is  an  abiding  commitment  to  the  same 
sound  business  principles  and  practices  that  have 
earned  us  a  triple-A  rating  from  the  two  leading  U.S. 
credit  rating  agencies. 

If  you're  an  investor  with  substantial  assets,  Swiss  Bank 
Corporation  would  welcome  the  opportunity  to  send 
you  a  complimentary  copy  of  "A  Global  Approach 
to  Investment  Management."  In  New  York  City,  call 
Jane  N.  Abitanta,  (212)  574-3374.  In  San  Francisco, 
Diane  A.  Spirandelli,  (415)  774-3324.  In  Los  Angeles, 
B.  Kirk  Michie  or  Richard  Schaefer,  (213)  625-1926. 
In  Miami,  Stefan  Wernli,  (305)  375-0V0. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York     •     Chicago 
Miami      •     San  Francisco 


Houston      •     Los  Angeles 


In 

Defense 
of  the 
Eagle 


Sponsored  by 

Phillips  Petroleum  Company 
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/A  23-day-old  bald  eagle. 


Despite  the  objections  of 
Benjamin  Franklin,  who 
claimed  the  bald  eagle 
had  a  "bad  moral  charac- 
ter, "  Congress  adopted 
this  fierce  bird  as  the  cen- 
tral motif  of  the  Great 
Seal  of  the  United  States 
in  1 782.  Wings  spread  for 
the  freedom  of  flight,  si- 
multaneously brandishing 
arrows  of  war  and  an 
olive  branch  of  peace  in 
its  talons,  the  bald  eagle 
was  meant  to  impress 
Europe  with  the  new  na- 
tion's strength  and  liberty. 
It's  hardly  likely  that  the 
turkey,  Franklin's  bird  of 
choice,  would  have  had 
the  desired  effect. 

Because  the  bald  eagle  is 
such  an  important  Ameri- 
can emblem,  it  is  tragic  that 
its  existence  became  en- 
dangered by  habitat  de- 
struction, pesticides,  and 
wanton  hunting.  Fortunate- 
ly, a  concerted  effort  to  re- 
verse the  trend  of  dimin- 
ished eagle  population  is  in 


its  seventh  year.  At  the 
George  Miksch  Sutton 
Avian  Research  Center 
(GMSARC)  in  Bartlesville, 
Oklahoma,  professional  or- 
nithologists are  utilizing 
unique  procedures  to  restore 
bald  eagles  to  five  South- 
eastern states.  Established 
in  1983,  the  forty-acre  center 
was  named  after  the  late  Dr. 
George  Miksch  Sutton,  a 
noted  ornithologist  and  au- 
thor. The  nonprofit  laboratory 
is  funded  by  individual  con- 
tributors and  corporate 
sponsors,  such  as  Phillips 
Petroleum  Company. 

During  the  December 
breeding  season  GMSARC 
staff  members,  in  coopera- 
tion with  the  Florida  Game 
and  Fresh  Water  Fish  Com- 
mission, climb  the  cypress 
and  pine  trees  of  remote 
Florida  nesting  sites  to  col- 
lect bald  eagle  eggs.  (Find- 
ing their  nests  empty,  donor 
eagles  instinctively  produce 
a  second  clutch  of  eggs, 
which  are  then  raised  natu- 
rally, and  effectively  maintain 
the  home  site  population.) 
The  borrowed  eggs  are 
transported  to  the  Oklahoma 
laboratory,  where  they  spend 
a  week  in  the  foster  care  of 


an  amiable  flock  of  "sitting" 
chickens.  This  natural  nest- 
ing period  is  critical  for 
hatchability,  and  the  eggs 
are  subsequently  placed  in 
permanent  incubators. 

Each  egg  is  weighed 
and  measured  daily  to 
gauge  embryo  develop- 
ment; by  early  February 
most  of  the  fuzzy  gray  ea- 
glets have  hatched.  To  pre- 
vent the  young  birds  from 
imprinting  on  their  human 
caretakers,  they  are  fed  by 
technicians  hidden  behind 
one-way  glass,  who  use 
rubber  puppets  shaped  like 
adult  bald  eagle  heads. 
Each  eaglet  consumes  up 
to  250  pounds  of  fresh  fish, 
venison,  chicken,  Japanese 
quail  and  rabbit,  plus  water 
and  vitamins. 

Eight  weeks  after  hatch- 
ing, the  juvenile  eagles  are 
ready  to  be  "recycled"  to  the 
wilderness.  At  several  pro- 
tected locations  in  Alabama, 
Mississippi,  Georgia,  North 
Carolina,  and  Oklahoma,  the 
birds  are  placed  in  caged, 
open  air  release  towers, 
where  they  begin  to  eat 
whole  prey  and  orient  to 
their  new  territories.  Each 
bird  is  banded  and  fitted  with 
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a  tracking  transmitter  (it  falls 
off  six  months  after  release), 
and  for  two  or  three  weeks 
camouflaged  observers 
study  their  behavior  before 
the  tower  cages  are  opened. 
First  flight  occurs  quickly;  by 
July  the  eagles  are  com- 
pletely independent.  And 
after  four  years,  when  the 
birds  mature  and  begin  to 
breed,  they  generally  return 
to  these  foster  areas  to  pio- 
neer a  new  population. 

During  the  1989-90 
season  the  GMSARC  re- 
leased sixty-one  bald  ea- 
gles; the  center's  output  is 
expected  to  stabilize  at  sev- 
enty-five eggs  per  year.  At 
the  same  time,  the  center 
also  promotes  conservation 
of  and  research  on  other  en- 
dangered and  neglected  spe- 
cies, such  as  the  longbilled 
curlew,  mountain  plover,  An- 
dean condor,  peregrine  fal- 
con, ferruginous  hawk,  and 
golden  eagle. 


Tours  of  the  center  are  available 
by  reservation  to  individuals  and 
groups.  Contact  Patty  Alexander, 
George  Miksch  Sutton  Avian 
Research  Center,  P.O.  Box 
2007,  Bartlesville,  Oklahoma 
74005;(918)336-BIRD. 
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The  eagle  has  landed 

In  Oklahoma  and  Mississippi.  Georgia  and 
Alabama.  Where  few  bald  eagle  nests  have 
produced  young  in  the  last  50  years.  Using 
precious  egg£  and  dedicated  effort,  the  Sutton 
Avian  Research  Center  is  successfully  raising 
eaglets  from  fuzzy  to  fierce.  And  releasing 

them  into  the  habitats  bald  eagles 

used  to  call  home. 

Phillips  Petroleum 

supports  this  unique 

program  to  re-establish 

our  endangered 

national  symbol. 


s 


After  all,  if  Man  can 

land  an  Eagle  on  the  moon,  he 

can  surely  keep  them  landing  on  the  earth.® 

for  more  information,  contact  the  George  Miksch  Sutton  Avian  Research  Center  Inc.,  PQ  Box  2007,  Bartlesville,  OK  74005,  (918)  336-7778. 
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Here  are  ten  chief  executives  who  run 
their  companies  very  well  and  yet  earn 
relatively  modest  compensation. 

The  underpaid: 
relative  pain 


Weep  not  for  the  execu- 
tives we  write  about  below. 
All  of  them  do  quite  nicely 
on  what  they  earn.  Harold 
Haverty  of  Deluxe  Corp.,  for  exam- 
ple, can  live  verv  comfortablv  in  St. 
Paul  on  S778,000.  Tom  Smith  of 
Food  Lion  lives  in  rural  North  Caroli- 
na. His  $946,000  goes  a  long  way 
there.  That  kind  of  money  would 
guarantee  solvency  in  Beverly  Hills  or 
Manhattan  but  wouldn't  be  enough 
for  keeping  up  with  the  Wall  Street 
and  Hollywood  Joneses.  Nor  would  it 
generate  the  kind  of  wealth  that  puts 
one's  name  on  university  buildings. 

The  point  of  our  list  is  relativity. 
Compared  with  ual's  Stephen  Wolf 
($18.3  million)  and  even  itt's  Rand 
Araskog  ($7.3  million),  the  execu- 
tives who  make  our  list  of  the  10 
lowest  paid  appear  in  need  of  food 
stamps.  Our  10  lowest  have  an  aver- 
age compensation  of  $1.1  million, 
well  below  the  $12  million  average  of 
our  top  2  5 . 

Our  list  is  also  one  of  achievements. 
All  these  chief  executives  have  a  solid 
record  of  performance  equal  to  or 
better  than  that  of  the  business  in 
which  they  compete,  while  not  being 
at  the  top  of  the  pay  scale  in  their 
industry.  Put  another  way,  they  seem 
to  be  good  bargains  for  shareholders. 
Here's  how  we  put  the  list  togeth- 
er: We  wanted  the  chief  executive  to 
have  been  in  office  for  at  least  three 
years,  or  chief  executive  for  two  years 
with  at  least  eight  years  at  the  compa- 
ny. The  company  had  to  have  sales  of 
at  least  $1  billion  and  profits  of  $100 
million.  Our  finalists  passed  our  tests 
for  five-year  growth  in  sales  and  prof- 
its and  five-year  average  return  of 
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equity.  Finally  we  eliminated  anyone 
who  owned  more  than  10%  of  his 
company's  stock,  because  major 
shareholder/managers  are  usually  so 
rich  they  could  take  a  pay  cut  to  $1  a 
year  without  giving  up  the  yacht  or 
the  Thoroughbreds. 


Harold  Haverty 

Even'  year,  outside  compensation 
consultants  suggest  that  St.  Paul, 
Minn. -based  Deluxe  Corp.,  the  check 
people,  do  a  little  more  for  their  chief 
executive,  Harold  Haverty. 

The  compensation  committee  will 
have  none  of  it.  Haverty's  just  fine, 
they  say,  at  S 778, 000.  Which  means 
that  Haverty  takes  the  honors  as  low- 
est-paid chief  executive  on  our  selec- 
tive list  of  Forbes  500s  executives  with 
low  compensation  relative  to  corpo- 
rate performance. 


Last  year's  bonus:  $23,000. 


"We've  been  tempted,"  says  a 
member  of  the  compensation  com- 
mittee who  asked  not  to  be  identified. 
"We've  had  people  telling  us  we 
ought  to  do  this  and  that,  and  yet  our 
fundamental  position  is,  let's  not  tip 
the  canoe."  This  despite  the  fact  that 
*  Deluxe's  roe  has  averaged  27%  over 
the  past  five  years,  while  earnings 
climbed  13%,  to  $172  million,  last 
year  over  1989. 

Doesn't  matter.  While  acknowl- 
edging that  Haverty's  salary  is  low- 
relative  to  other  companies  and  to  his 
performance,  the  committee  isn't 
about  to  chase  the  hyperinflation  at 
work  elsewhere.  "It's  just  plain  get- 
ting gross,"  says  the  same  committee 
member.  "People  have  become  so 
greedy  in  this  day  and  age." 

How  does  Haverty  feel  about  ca- 
noe tipping?  He's  not  saying,  declin- 
ing a  Forbes  interview  on  the  theory 
that  it  wouldn't  serve  Deluxe's  share- 
holders. Like  Deluxe's  previous  chief 
executives,  Haverty,  61,  rose  steadily 
through  the  ranks,  after  joining  up  in 
1954  as  a  stock  clerk  in  the  company's 
Chicago  printing  plant. 

He  does  get  a  bonus.  Last  year  it 
was  $23,000 — tied  directly  to  the 
company's  profits.  In  line  with  De- 
luxe's egalitarian  philosophy,  every 
employee  with  the  firm  for  at  least  five 
years  gets  a  cash  bonus  tied  to  overall 
corporate  performance  rather  than  to 
individual  performance. 

Will  this  emphasis  on  group  perfor- 
mance rather  than  individual  stardom 
change?  Not  likely.  Like  Haverty's 
pay,  the  subject  of  incentive  bonuses 
%  comes  up  every  now  and  again.  And 
I  it's  always  shot  down.  "We  don't  put 
a  carrot  on  a  stick  and  say  you'll  get  an 
extra  bonus  if  you  knock  yourself  out 
and  do  something  X  amount  better," 
says  Chairman  Eugene  Olson.  "We 
feel  they'll  knock  themselves  out 
anyway." 

Apparently  they  do.  -Zina  Sawaya 

Alex  Grass 

Like  his  drugstores,  Alex  Grass  is  basi 
cally  no  frills.  The  chairman  and  chief 
executive  of  Rite  Aid  Corp.  works  ten 
hours  at  the  office  and  another  two  to 
three  hours  at  home  each  daw  1  [e 
even  goes  to  work  every  Saturday 
morning.  Not  much  time  for  hobbies 
or  long  trips 
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Johnson  Controls 

offers  an  open  line 

to  its  executives. 


We  at  Johnson  Controls  are  continually  sharpening 
our  focus  on  exceeding  customer  expectations  at  all 
levels  and  segments  of  our  business. 

From  research  and  development  through  the  manu- 
facturing, engineering,  installation  and  service  of  our 
control  products  and  facility  management  systems, 
customer  satisfaction  is  paramount. 

While  this  has  brought  us  long  term  relationships  with 
our  customers,  we  recognize  that  no  one  ever  bats 
1000.  If  you  experience  any  dissatisfaction  from  our 
products  or  services,  please  call  our  dedicated  customer 
satisfaction  phone  number.  In  return,  I  will  assure 
you  that  a  vice  president  of  our  company  will 
contact  you  within  one  hour  and  corrective  action 
will  be  taken. 

Here  is  the  number:  1-800-524-8326.  In  Wisconsin, 
call  1-800-524-1999.  Please  call  between  8  a.m.  and 
5  p.m.  Central  Time.  In  Canada,  call  1-800-387-4343 
between  8  a.m.  and  5  p.m.  Eastern  Time. 

Sincerely, 


Joseph  W  Lewis 

Vice  President  &  General  Manager 

Controls.  Group 


J 
CONTR! 
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CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


For  all  this,  Grass,  63, 
made  less  than  $900,000 
last  year,  putting  him  very 
much  on  the  low  end  of 
chief  executive  salaries.  He  also  owns 
$140  million  in  Rite  Aid  stock,  which 
suggests  he  could  easily  dispense  with 
his  salary  completely  and  go  fishing, 
but  he  has  no  interest  in  that.  He 
works  for  the  love  of  it.  Rite  Aid  is  the 
largest  retail  drugstore  chain  in  the 
U.S.,  with  sales  of  $3.4  billion  last 
year.  The  Harrisburg,  Pa. -based  com- 
pany also  operates  bookstores,  dry 
cleaners  and  auto  parts  suppliers. 
Profits  have  increased  by  about  10% 
annually  over  the  last  five  years.  Even 


No  hobbies  or  long  trips. 


during  the  current  downturn,  Grass 
has  managed  to  keep  earnings  grow- 
ing, in  part  by  staying  with  a  strategy 
of  selling  only  basic  health  and  beauty 
aids  in  his  Rite  Aid  stores  and  staying 
away  from  appliances,  electronics  or 
sporting  goods,  carried  by  some  of  his 
less  profitable  competitors. 

A  lawyer,  Grass  went  to  work  for  his 
first  wife's  family  business,  then  a  food 
wholesaler  and  retailer,  in  1952.  Ten 
years  later  he  opened  the  company's 
first  discount  drugstore.  The  rest,  as 
they  say,  is  history. 

As  to  his  relatively  low  rank  on  the 
pay  scale,  Grass  says:  "I  would  be  very 
uncomfortable  to  be  very  substantial- 
ly above  the  level  of  the  top  executives 
in  the  company." 

Rite  Aid  compensates  its  executives 
mostly  through  a  base  salary  and  a 
"modest"  stock  option  program,  tied 
to  the  company's  earnings  growth. 
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"If  the  option  becomes  more  valu- 
able," he  says,  "the  shareholder  is 
clearly  benefiting  as  well." 

Grass  lives  well.  He  escapes  from 
Harrisburg  to  apartments  in  New 
York  or  Palm  Beach.  He  enjoys  boat- 
ing, but,  characteristically,  doesn't 
own  a  boat.  He  prefers  sailing  witlv 
friends.  "It's  less  work  and  less  expen- 
sive," he  says.  -Reed  Abelson 

Tom  Smith 

Like  manv  other  chief  executives, 
Tom  Smith,  50,  is  all  in  favor  of  pay 
for  performance.  That  he  ranks 
among  the  lower-paid  bosses  on  the 
Forbes  500s  does  not  reflect  poor 
performance.  Living  in  the  North 
Carolina  countryside,  Tom  Smith 
gets  along  just  fine  on  his  $946,000 
total  compensation  as  chairman  of 
Food  Lion,  the  successful  supermar- 
ket chain  (Forbes,  Apr.  1).  That  puts 
him  in  line  with  the  rest  of  the  grocery 
business.  Which  is  right  where 
Smith — and  Food  Lion's  compensa- 
tion committee — think  he  should  be. 
"I  realize  some  other  industries  have 
higher  salaries,"  he  says.  "But  I  think 
[my  pay]  should  stay  within  [our] 
industry. 

"Part  of  my  responsibility  here," 
Smith  continues,  "is  to  manage  this 
company  in  a  manner  that  we  either 
reach  or  exceed  the  expectations  that 
are  set  in  front  of  me.  If  I  can't  do  that, 
then  I'm  not  reaching  the  board's 
expectations — and  I  should  be  paid 
accordingly." 

His  record  so  far  has  been  good. 
Last  year  the  Salisbury,  N.C. -based 
company  had  profits  of  $172.6  mil- 
lion on  revenues  of  nearly  $5.6  bil- 


lion— a  3%  net  margin,  well  above  the 
industry  norm  of  1%.  Earnings  were 
up  23%  on  an  18%  sales  gain. 

Smith  grew  up  with  the  company, 
starting  as  a  bag  boy  in  high  school.  A 
six-year  stint  with  Del  Monte  helped 
Smith  pay  off  his  college  debts  and 
gave  him  a  view  of  another  side  of  the 
food  industry.  He  came  back  to  Food 
Lion  in  1970,  when  there  were  only 
12  stores.  Today  there  are  800. 
Named  chief  executive  in  1986,  he 
became  chairman  last  year. 

Recreation?  Smith  enjoys  the  out- 
doors, hiking  and  hunting  big  game. 
Not  far  from  the  bigger  cities  in  North 
Carolina,  Salisbury  (pop.  25,000)  is 
"a  real  nice,  friendly  litde  town,"  says 
Smith.  His  own  home  is  "out  in  the 
county,"  as  he  puts  it,  where  he  put- 
ters on  weekends  with  a  few  old 
Corvettes.         -William  Heuslein 


Joe  T.  Ford 

Joe  Ford  started  work  at  what  was 
then  the  Allied  Telephone  Co.  on 
June  1,  1959,  smack  out  of  the  Uni- 
versity of  Arkansas,  where  he  studied 
business  administration  on  an  rotc 
scholarship.  Says  Ford  matter-of-fact- 
ly,  "I  just  stayed  around  for  30  years." 

Stayed  around  and  helped  Little 
Rock-based  Alltel  Corp.  grow  and 
grow.  It  provides  telephone  service  to 
about  1.2  million  customers  in  25 
states.  Back  in  1959,  Allied  had  65 
employees  and  some  5,000  custom- 
ers. Last  year  AlltePs  earnings  rose 
25%,  to  $193  million,  on  a  28%  sales 
increase  to  nearly  $1.6  billion. 

Ford's  reward?  His  total  compensa- 
tion last  year  came  to  a  shade  under  $  1 
million.  His  base  salary  has  remained 


Paid  in  line  with  the  competition. 
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"The  basic  rule  for 
a  foreign  business  venture  is: 
'If  you  can't  take  the  money  out, 
don't  put  it  in.'" 


Bob  Beane,  J&H  Senior  VP  &  Director,  on 
political  risk  insurance: 

The  transition  to  market-oriented 
economies  has  been  a  lot  tougher  than 
expected  for  many  Eastern  European 
countries. 

Those  used  to  dealing  with  western 
businesses  are  increasingly  caught  up  in 
confused  bureaucracies.  Even  countries 
with  a  track  record  of  payment  reliability 
are  stumbling. 

Market  problems  aren't  confined  to 
Eastern  Europe,  however.  Some  South 
American  and  Asian  countries  also  are 
giving  foreign  businesses  reason  to 
pause. 

These  times  should  remind  us  that  any 
government  anywhere  can  move  on  the 


assets  of  any  foreign  business— with  or 
without  a  change  in  political  leadership. 

That's  why  a  lot  of  clients  are  talking 
with  us  about  covering  the  risks  of 
currency  inconvertibility,  contract 
frustration  and  expropriation. 

Usually  the  focus  is  on  foreign 
government  actions.  But  *t's  important  to 
remember  our  own  government's  policy 
decisions  can  create  problems,  too. 

Someday,  this  kind  of  insurance  will 
be  needed  less.  But  until  then,  business  is 
risky  enough  without  the  politics. 

JOHNSON 
J&OIGGINS 

Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENTSERVICES;  EMPLOYEE  BENEFITCONSULTING  WORLDWIDE 
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the  same  for  three  years, 
but  he  did  get  a  $27,000 
incentive  bonus  last  year. 
Ford,  53,  has  lived  in  the 
same  two-story  Georgian  house  for 
16  years.  Little  Rock,  he  says,  "may  be 
less  expensive  than  some  places,  but 
no  place  is  cheap  anymore." 

What  does  he  do  in  his  spare  time? 
Last  year  Ford  and  his  wife  traveled  to 


"No  place  is  cheap  anymore." 


Ireland  to  see  ancestral  family  homes. 
Ford's  a  golfer  with  a  13  handicap, 
and' when  he  gets  the  chance,  quail 
hunting  in  Georgia  ranks  high  on  his 
list.  Making  Wall  Street-level  earnings 
ranks  low  on  his  list.  "I've  never 
complained  about  my  pay,"  Ford 
says.  "I  started  out  making  $400  a 
month,  and  I  was  happy  then." 

-William  Heuslein 


Emerson  Kampen 

Great  Lakes  Chemical  Corp.  Chair- 
man and  Chief  Executive  Emerson 
Kampen,  63,  is  hardly  living  in  pover- 
ty. Last  year  he  earned  $1.1  million  in 
total  compensation. 

That's  on  the  low  side  for  the  head 
of  a  $1  billion  (sales)  company.  But 
it's  a  seeming  fortune  for  the  son  of 
European  immigrants  who  had  nine 
siblings.  Kampen's  family  was  so  poor 
that,  for  the  offspring,  getting  a  job  to 
help  support  the  family  took  priority 
over  getting  an  education. 

Thanks  to  a  dedicated  teacher  who 
recognized  his  talent  and  encouraged 
him  to  pursue  his  studies,  Emerson 
Kampen  finished  high  school  and  col- 
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lege,  earning  a  degree  in  chemical 
engineering  at  the  University  of 
Michigan.  None  of  the  other  nine 
young  Kampens  went  to  college. 

In  1951  Kampen  joined  Great 
Lakes.  It  was  a  small  company  with 
$130,000  in  chemical  sales.  "I 
thought,  boy,  if  I  could  ever  earn  < 
$100  a  week  I  would  have  it  made," 
says  Kampen.  But  there  were  tough 
times  when  he  didn't  get  his  paycheck 
because  there  wasn't  enough  money 
to  meet  the  payroll. 

Later  he  was  given  1,500  stock 
options  at  the  equivalent  of  4  cents  a 
share.  Those  shares  are  trading  now  at 
around  81,  with  a  market  value  of 
$968,000.  Kampen  is  rich  but  not 
superrich. 

He  has  made  a  lot  of  others  rich, 
too,  with  stock  options.  "We  estimate 
30  or  40  employees,  some  who  have 
no  education  beyond  high  school, 
have  become  millionaires  through  the 
appreciation  of  their  stock  at  Great 
Lakes,"  says  Kampen. 

Some  years  ago,  another  company 
offered  him  the  head  job  for  twice 
what  he  was  making  at  Great  Lakes. 
But  he  turned  it  down,  realizing  that 
money  isn't  everything.  Taking  the 
new  job  would  have  required  moving 
away  from  his  hometown,  West  La- 
fayette, Ind.  Kampen  says  a  house 
there  costs  a  third  of  what  you'd  pay 
on  the  East  Coast. 


The  Lafayette  area  counts  about 
100,000  residents,  but  there's  an  ar- 
ray of  cultural  events  thanks  to  Pur- 
due University.  Kampen  can  be  enter- 
tained by  leading  symphonies  and 
ballet  troupes  for  about  a  fifth  of  New 
York  prices.  He  spends  weekends  and 
summers  with  his  extensive  family  at 
his  lake  house,  an  easy  drive  from 
West  Lafayette.  -Zina  Sawaya 

Richard  Ayers 

Only  last  month  did  Stanley  Works, 
the  New  Britain,  Conn,  maker  of 
tools  and  hardware,  get  around  to 
offering  substantial  stock  options  to 
its  top  people.  Now  175  executives 
are  entitled  to  acquire  shares  at  30V&. 
It's  not  that  Richard  Ayers,  48,  feels 
his  pay  scale  is  inadequate — even 
though,  at  $1.1  million  last  year,  it  is 
quite  low  for  a  chief  executive  of  a  $2 
billion    (1990    sales)    company.    "I 


Remembering 


ithouta  paycheck. 


"As  a  group,  chief  executives  are  overpaid." 


think  that  perhaps  as  a  group,  chief 
executives  are  overpaid,"  he  says. 

Why,  then,  the  new  option  plan? 
"A  portion  of  almost  everyone's  com- 
pensation should  be  at  risk  and  based 
on  the  performance  of  the  business 
.  .  .  because  that  way  they're  more 
motivated,"  he  says. 

To  motivate  executives,  there  is 
also  a  bonus  tied  to  the  company's 
return  on  equity.  No  goodies  if  the 
return  is  less  than  9%.  But  last  year's 
return  of  15.6%  brought  Ayers  a  bo 
nus  of  $325,000,  about  one  third  of 
his  total  compensation. 

Ayers,  who  previously  was  vice 
president  of  manufacturing  at  Britton 
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Corp.,  joined  Stanley  in 
1972  as  a  project  manager. 
The  mit  graduate  became 
chief  executive  in  1987  and 
chairman  two  years  ago.  Since  1985 
the  company's  sales  have  almost  dou- 
bled, to  $2  billion  last  year.  Profits 
have  increased  nearly  as  rapidly  as 
sales,  to  a  record  $118  million  in 
1989.  Weak  housing  starts  caused 
earnings  to  drop  to  $107  million  last 
year,  but  the  decline  was  relatively 
moderate,  all  considered,  and  bonus- 
es were  paid,  though  modest  ones. 

Off  the  job,  Ayers  uses  some  of  his 
Stanley  products  to  fiddle  around 
with  do-it-yourself  projects  at  his  spa- 
cious house  in  Avon,  Conn.  He  re- 
cendy  completed  a  recreation  room  in 
the  basement  for  his  two  young  chil- 
dren. Since  Ayers  travels  extensively 
for  his  job,  he  prefers  to  vacation  at 
home  rather  than  traveling  abroad. 
The  one  frill  this  summer,  he  con- 
cedes, will  be  taking  his  children  to 
Disney  World.  "It's  one  of  my  favor- 
ite places,"  he  says.      -Zina  Sawaya 

Norman  Augustine 

At  $1 .2  million,  Norman  Augustine's 
pay  at  Martin  Marietta  doesn't  rank 
him  very  high  on  the  Forbes  execu- 
tive compensation  list.  Says  Augus- 
tine: "Our  objective  should  be  to  pay 
a  fair  salary  right  at  the  middle  of  the 
pack,  and  offer  other  attractions  to 
keep  people — such  as  a  nice  place  to 
work,  interesting  things  to  do  and 
good  people  to  work  with." 

Taking  any  other  position,  he  adds, 
is  "irresponsible.  If  everyone  says, 
'We  want  to  pay  in  the  top  ten  percen- 
tile,' the  salaries  become  unstable." 


"Pay  at  the  middle  of  the  pack." 


The  defense  industry  is  clearly  into 
difficult  times,  even  for  a  company 
like  Martin  Marietta,  whose  profits 
last  year  increased  by  7%,  to  $328 
million,  on  a  nearly  6%  gain  in  reve- 
nues, to  $6.1  billion.  Augustine,  55, 
acknowledges  the  problems.  "We're 
in  the  sixth  year  of  a  declining  defense 
budget,"  he  says.  With  more  on  the 
way,  "we're  just  getting  splashed  by 
the  wave  that's  coming." 

Though  Martin  Marietta  does  80% 
of  its  business  with  the  U.S.  govern- 
ment, its  profitable  stone  and  gravel 
business  balances  defense  contract- 
ing. Unfortunately,  the  aggregates 
business  is  tied  to  construction — 
which  is  suffering  right  now,  too. 

Though  he  works  long  hours,  the 
energetic  Augustine  doesn't  neglect 
his  hobbies.  Fishing  is  one;  another  is 
building  elaborate  doll  houses.  Ad- 
venture travel  is  a  passion  with  him: 
dogsledding,  rafting,  sailing,  hot  air 
ballooning. 

Augustine,  an  aeronautical  engi- 
neer by  training,  with  undergraduate 
and  graduate  degrees  from  Princeton, 
has  been  at  Martin  Marietta  for  14 
years.  Prior  to  joining  Martin  Mariet- 
ta as  a  vice  president,  he  spent  ten 
years  in  government  service,  includ- 
ing a  stint  as  the  under  secretary  of  the 
Army,  a  job  that  paid  around 
$30,000.  "I'd  like  to  think  they  got 
their  money's  worth,"  he  says. 

Is  he  bothered  that  other  heads  of 
companies  Martin  Marietta's  size 
make  more  than  he  does?  "I  love  what 
I'm  doing,  and  I  haven't  missed  a 
meal  in  years."  -William  Hkuslein 

Robert  Cizik 

"Maybe  it's  not  that  I'm  underpaid, 
maybe  it's  that  they're  overpaid,"  says 
Robert  Cizik,  Cooper  Industries' 
chief  executive  for  the  past  16  years. 
He  doesn't  envy  the  Steve  Rosses  and 
the  Paul  Firemans.  Cizik  thinks  he's 
amply  paid  with  $1.4  million. 

At  Cooper  pay  is  tied  to  perfor- 
mance, and  top  executives  are  award- 
ed stock  options.  Last  year,  as  a  group, 
they  got  nearly  25,000  options.  Cizik 
views  these  as  strong  incentives:  Over 
the  past  five  years  Cooper's  stock  has 
risen  to  around  50  from  a  split-adjust- 
ed 21.  But  Cizik  is  critical  of  pay 
formulas  that  tie  compensation  to 
return  on  equity  or  to  sales.  "Those 
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"Compensation  is  an  art." 


formulas  are  subject  to  a  great  deal  of 
manipulation;  they're  also  subject  to 
an  almost  antagonistic  attitude  devel- 
oped between  the  person  being  mea- 
sured and  the  person  doing  the  mea- 
suring," he  argues.  "Compensation  is 
not  a  science,  it's  an  art." 

In  his  success,  Bob  Cizik  has  never 
forgotten  that  he  is  the  son  of  a  coal 
miner  whose  family  lived,  if  not  in 
poverty,  certainly  in  straitened  cir- 
cumstances. His  main  inheritance  was 
a  strong  sense  of  the  work  ethic, 
which  he  has  applied  with  a  vengeance 
to  Cooper.  He  joined  in  1961  as  head 
of  strategic  planning  after  having 
served  in  the  Air  Force.  Cooper  was 
then  a  one-product  company,  selling 
compressors.  Cizik  embarked  on  a 
diversification  program  to  lessen  its 
vulnerability  to  energy  cycles.  The 
company  now  sells  everything  from 
oil  drilling  equipment  to  hardware. 

And  profitably.  Cooper's  earnings 
growth  is  outpacing  that  of  most 
manufacturing  companies,  despite  a 
drop  in  demand  for  capital  goods. 
Since  Cizik  took  over  as  chief  execu- 
tive in  1975,  sales  have  grown  to  over 
$6  billion  from  less  than  $500  mil- 
lion, while  earnings  have  quadrupled 
to  almost  $3  a  share. 

As  for  his  own  relatively  modest 
compensation,  he  says:  "There  \ 
[only]  so  much  you  can  do  with  mon 
ey.  After  that  there  are  more  interest- 
ing things  in  life."  He  has  time  to 
relax  after  work  by  watching  a  basket 
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Natural  gas. 

Fuel  of  choice 

for  environmentalists 

of  all  species. 

Environmentally  preferable  and  domestically  abundant, 

natural  gas  is  the  energy  America  can  rely  on. 

Clearly,  natural  gas  should  be  the  fuel  of  the  1990s. 

And  Enron  will  be  there  to  provide  it. 

With  $11  billion  in  revenues  and  backed  by  $9  billion 

in  assets,  Enron  Corp.  operates  the  nation's  largest 

natural  gas  transmission  system  and  markets  gas  and 

liquid  fuels  nationally  and  worldwide.  We  also  are  a  large 

independent  producer  of  natural  gas  through 

Enron  Oil  &  Gas  Company  and  are  active  in  cogeneration 

and  independent  power  production. 

Working  natural  wonders  in  the  energy  world. 


CORP, 


4 

-  ■"  . 


"X  -w 


Houston,  Texas 


.:■-.,,::■ 


CORPORATE  AMERICA'S  MOST  POWERFOL  PEOPLE 


ball  game  at  home  in  Hous- 
ton, and  on  most  weekends 
he  and  his  wife  escape  to 
their  beach  house  in  Gal- 
veston. Every  March  he  sets  aside  a 
week  or  so  for  a  ski  vacation.  He  says: 
"I'm  having  just  a  hell  of  a  lot  of  fun." 

-Zina  Sawaya 


Scott  McNealy 

Outside  the  office — and  the  hockey 
rink — Scott  McNealy  leads  a  quiet 
life.  He  lives  alone  in  a  30-year-old 
house  in  Portola  Valley,  Calif,  more 
notable  for  its  seclusion  than  for  its 
size.  His  modesty  is  demonstrated  by 
the  fact  that  his  ego  doesn't  demand 
an  extravagant  salary.  Although  Sun 
Microsystems,  the  computer  compa- 
ny he  cofounded  in  1982,  had  1990 
sales  of  almost  $3  billion,  his  salary 
and  bonus  last  year  came  to  just  $1.4 


More  money  than  he  can  spend. 


million,  a  substantial  sum,  especially 
for  a  36-year-old,  but  a  tiny  fraction  of 
Sun's  revenues  and  profits.  "I've 
made  more  money  than  I'll  ever  be 
able  to  spend,"  he  says.  "I  mean,  how 
many  hockey  sticks  can  you  buy?" 

The  answer  is:  quite  a  few.  His  1 .8 
million  shares  of  Sun  stock  have  a 
recent  market  value  of  $59  million.  At 
a  recent  37,  Sun's  stock  is  trading  near 
its  alltime  high.  It  didn't  get  there  the 
easy  way.  Sun  has  had  some  rough 
innings.  A  fourth -quarter  1989  loss,  a 
result  in  part  of  inventory  tracking 
problems,  caused  analysts  to  wonder 
publicly  whether  McNealy  was  up  to 
his  job.  But  he  buckled  down,  cutting 
costs,  introducing  cheaper  models  of 
Sun's  powerful  32 -bit  workstation 
and  concentrating  on  building  mar- 
ket share.  Sun  now  controls  an  esti- 
mated 38%  of  the  workstation  market. 

McNealy  has  a  knack  for  leading 


successful  teams.  In  1972  he  cap- 
tained his  suburban  Detroit  high 
school  tennis  team  to  a  state  champi- 
onship. The  hockey  team,  of  which  he 
was  assistant  captain,  lost  in  the  semi- 
finals— to  the  eventual  state  champs. 
His  golf  game  was  ranked  twelfth  in 
the  state.  Now  his  local  hockey  league 
is  starting  its  summer  season.  "We're 
just  a  bunch  of  local  Joe  Six-packs," 
says  the  affable  McNealy. 

Non-A  students  rejoice:  McNealy's 
school  record  displayed  few  signs  that 
he  would  do  well  in  life.  "They  called 
me  the  illiterate  genius:  I  could  think 
real  good  but  I  couldn't  talk  real 
good,"  he  says,  haltingly.  He  got  a 
perfect  score  on  the  math  portion  of 
the  sat,  but  his  verbal  score  was  in  the 
low  600s.  Even  after  graduating  with 
an  economics  degree  from  Harvard,  it 
took  him  three  tries  to  get  into  Stan- 
ford business  school.  In  the  mean- 
time, he  toughed  it  out  as  a  foreman 
in  a  uaw  shop  in  Centralia,  111.  "What 
the  biz  schools  do  is  take  proven 
performers,  give  them  a  degree  and 
take  credit  for  whatever  happens 
thereafter,"  he  says. 

From  the  beginning,  McNealy  has 
run  Sun  more  like  a  frat  house  than 
like  a  multibillion-dollar  high-tech 
company.  There  are  beer  blowouts. 
Every  April  Fool's  Day  employees  try 
to  top  last  year's  pranks.  (For  1991 
they  moved  a  vice  president's  entire 
office  into  an  aquarium.)  Not  surpris- 
ingly, McNealy  believes  that  the  tie  is 
"one  of  the  most  dysfunctional  arti- 
cles of  clothing  ever  invented."  He 
adds:  "The  only  dress  code  we  have  is 
that  you  must."         -Martin  Kihn 


John  Woodhouse 

John  Woodhouse  doesn't  believe  in 
high  executive  salaries,  but  he  does 
believe  in  bonuses  tied  to  perfor- 
mance. Woodhouse's  base  salary  rep- 
resented less  than  half  of  his  total  $1 .5 
million  compensation  last  year.  He 
claims  he  purposely  underpays  his 
managers,  offering  them  bonuses  tied 
to  their  divisions'  performance. 

Those  incentive  bonuses  can  be 
substantial.  President  Bill  Lindig  got 
$2 1 7,000  in  shares,  almost  as  much  as 
Woodhouse's  $255,000.  "I  don't 
know  how  you  justify  paying  the  chief 
executive  twice  as  much  as  anybody 
else,"  he  says.  "No  one  can  possibly 


Purposely  underpaying  his  managers. 


be  that  much  more  important." 

Since  cofounding  Sysco  in  1969, 
Woodhouse  has  helped  turn  it  into 
the  country's  largest  distributor  of 
food  and  related  items  to  restaurants, 
hospitals  and  prisons.  Sales  last  year 
were  close  to  $8  billion,  roe  has 
averaged  15.7%  since  1986,  and  the 
stock  has  had  a  55%  price  runup  since 
last  year's  low — to  a  recent  393/4. 

Woodhouse,  60,  grew  up  in  Dela- 
ware. In  high  school  he  was  a  178- 
pound  left  guard  who  made  the  all- 
state  team.  He  opted  for  Wesleyan 
instead  of  Dartmouth,  where  his  fa- 
ther was  a  trustee  and  his  brother  had 
gone.  "I'd  have  been  just  another 
Woodhouse  at  Dartmouth,"  he  says. 

His  first  job  was  as  an  officer  at  the 
Canadian  Imperial  Bank  of  Com- 
merce. But  the  track  there  was  too 
slow  for  him.  "At  39  my  boss  looked 
awfully  healthy,"  he  says.  After  five 
years  at  Ford,  Woodhouse  was  wooed 
by  Robert  Cizik  to  Cooper  Indus- 
tries. By  the  time  he  became  Cooper's 
treasurer,  he  was  talking  to  an  older 
entrepreneur,  John  Baugh,  about 
Baugh's  vision  of  a  national  company 
made  up  of  food  service  distributors. 
Together,  they  founded  Sysco. 

Woodhouse  lives  in  Houston, 
where  Sysco  is  headquartered,  with 
his  wife  of  36  years.  The  couple  makes 
an  annual  two- week  pilgrimage  into 
the  wilderness  of  northern  California. 
And  Woodhouse  owns  a  small  house 
on  5  acres  in  New  Hampshire.  But 
work  is  his  main  avocation.  "I've  only 
been  inside  the  place  four  times  in  t  he- 
last  ten  years,"  he  says  of  his  New 
England  retreat.  -Martin  Kihn 
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Like  modern  pioneers, 
we're  moving  into  areas  mat 
offer  the  best  opportunities 

for  future  growth. 


At  ALLTEL  Corporation, 
our  strategy  of  continually 
strengthening  our  core 
telephone  operations  while 
moving  into  high  growth 
fields  like  information 
services,  cellular  telephone 
and  product  distribution 
has  produced  consistently 
strong  results. 

With  a  five-year  total 
average  annual  return  of  27%, 
we've  outperformed  the  S&P 
and  the  Dow,  as  well  as  our 
peer  group  of  the  nation's  14 
largest  telecommunications 
companies. 

ALLTEL  is  also  an  industry 
leader  in  net  income  and 

earnings  per  share  growth  and  return  on  equity.  And  we've 

increased  the  dividend  30  consecutive  ^ears  since  the 

Company's  founding. 

For  more  information  on  ALLTEL's  strong  results  and 

future  growth  prospects,  call  or  write  for  a  copy  of  our 

annual  report. 


CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 
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Here's  what  turned  up  when  we  asked  our  computers 
to  generate  lists  of  chief  executives  who  were, 
statistically,  a  little  different  from  all  the  rest. 


Standout 
executives 


Biggest  drops  in  salary  plus  bonus 

Company/chief  executive 

— Salary  +  bonus— 

1990           1989 

($000)          ($000) 

% 
change 

Hibernia/Martin  C  Miler 

$512 

$1,180 

-57% 

PaineWebber  Group/Donald  B  Marron 

950 

2,050 

-54 

NCNB/Hugh  L  McColl  Jr 

700 

1,500 

-53 

Clark  Equipment/Leo  J  McKernan 

722 

1,540 

-53 

Brown-Forman/W  L  Lyons  Brown  Jr 

481 

979 

-51 

Continental  Bank/Thomas  C  Theobald 

568 

1,150 

-51 

Bank  South/Robert  P  Guyton 

367 

732 

-50 

First  Chicago/Barry  F  Sullivan 

736 

1,461 

-50 

Bank  of  Boston/Ira  Stepanian 

650 

1,248 

-48 

Michigan  National/Robert  J  Mylod 

436 

825 

-47 

The  youngest 

Company/chief  executive 

Total 

comp 

($000) 

—Tenure  (years)— 
with           as 
firm          CEO 

Age 

Microsoft/William  H  Gates  III 
Sun  Microsystems/Scott  G  McNealy 
Zions  Bancorp/Harris  H  Simmons 
Valley  Federal  S&L/Scort  A  Braly3 
American  Family/Daniel  P  Amos 

$261 

1,407 

2051 

261 

1,325 

16 
9 

10 
2 

18 

10 
7 

1 
1 

34 
36 
36 
37 
39 

Bruno's/Ronald  G  Bruno 
Equitable  of  Iowa/Frederick  S  Hubbell 
Commerce  Bcshs/David  W  Kemper 
National  Intergroup/Robert  L  King 
Smith's  Food  &  Drug/Jeffrey  P  Smith 

3141 

474 

547 

3171 

821 

18 

8 

13 
15 
21 

1 
2 
5 

2 

3 

39 
40 
40 
40 
41 

'New  CEO;  compensation  is  for  another  executive  off 
less  than  6  months'  service.    3Acting  CEO. 

ce.    2New  CEO; 

Biggest  bonuses 

Company/chief  executive 

1990  bonus 

($000) 

Reebok  International/Paul  B  Fireman 

$14,464 

,   Walt  Disney/Michael  D  Eisner 

10,483 

BHC  Communications/Herbert  J  Siegel 

7,568 

Toys  'R'  Us/Charles  Lazarus 

4,957* 

Paramount  Comm/Martin  S  Davis 

2,696 

Great  A&P  Tea/James  Wood 

2,508 

RJR  Nabisco/Louis  V  Gerstner  Jr 

2,045 

Tosco/Thomas  D  0'Malley 

1,808 

First  Financial  Mgmt/Patrick  H  Thomas 

1,800 

UST/louis  F  Bantle 

1,523 

•Prior  year  data. 

Largest  stock  gains 

Company/chief  executive 

Stock 

Stock 

owned 

gains 

($mil) 

($mil) 

Time  Warner/Steven  J  Ross1 

§ 

$57.2 

UAL/Stephen  M  Wolf 

$12.0 

14.8 

Apple  Computer/John  Sculley 

16.2 

14.5 

Giant  Food/Israel  Cohen 

83.9 

10.2 

Genentech/G  Kirk  Raab 

0.4 

8.3 

Waste  Management/Dean  L  Buntrock 

113.8 

8.1 

Sotheby's  Holdings/Michael  L  Ainslie 

10.0 

7.7 

Warner-Lambert/Joseph  D  Williams 

6.9 

6.6 

Capital  Cities/ABC/Daniel  B  Burke 

20.1 

5.6 

Merck/P  Roy  Vagelos 

33.3 

5.1 

'Office  jointly  held  with  N  J  Nicholas  Jr.    §Less  than  $100,000. 

The  oldest 

Company/chiel  executive 

Total 

—Tenure  (years)— 

Age 

comp 

with 

as 

($000) 

firm 

CEO 

Petrie  Stores/Milton  J  Petrie 

$150* 

64 

64 

88 

Giant  Food/Israel  Cohen 

11,491 

55 

14 

78 

WR  Grace/J  Peter  Grace 

1,671 

55 

46 

78 

20th  Century  Inds/Louis  W  Foster 

1,404 

35 

35 

78 

Amerada  Hess/Leon  Hess 

310 

45 

26 

77 

Dillard  Dept  Strs/William  T  Dillard  Sr 

2,221 

52 

52 

76 

Sequa/Norman  E  Alexander 

1,671 

41 

34 

76 

Weis  Markets/Sigfried  Weis 

448 

53 

31 

75 

Adolph  Coors/William  K  Coors 

NA 

52 

21 

74 

FlightSafety  Intl/Albert  L  Ueltschi 

367 

40 

40 

74 

'Prior  year  data.  NA:  Not  available. 
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THE  BEST-KNOWN,  UNKNOWN  COMPANY  IN  AMERICA 


Westinghouse.  Our  new  air  traffic  control 
radar  is  the  most  advanced  in  the  world. 


In  the  very  near  future, 
when  you  fly,  you'll  be  under  the 
watchful  eye  of  Westinghouse 's 
newest  Airport  Surveillance 
Radar,  the  ASR-9.  It's  being 
installed  at  every  major  airport  in 
the  United  States.  ASR-9  will  give 
air  traffic  controllers  something 
they've  never  had  before:  the 
ability  to  track  both  weather  and 


aircraft,  together,  on  the  same 
screen  at  the  same  time. 

We're  also  developing  an 
advanced  air  route  surveillance 
radar  for  the  FAA  which  will  give 
controllers  a  much  better  view  of 
air  traffic  along  major  routes.  And 
help  them  keep  up  with  rapidly 
increasing  air  traffic  demands — 
air  traffic  is  projected  to  increase 
30%  by  the  year  2000. 


Ever  since  we  installed 
our  first  radar  in  1941,  we've 
developed  and  built  many  of  the 
world's  most  sophisticated 
electronic  systems.  From  AWACS 
to  our  extremely  reliable  radar  in 
the  F-16,  when  it  comes  to  elec- 
tronics technology,  the  best-known 
unknown  company  in  America  is 
a  company  worth  watching. 


W 


You  can  be  sure...if  it's  Westinghouse 


UkV'w        —  — 


A  Unique  Approach.  Finding  the  right  solution  often  requires  approaches  your  needs  from  a  unique 

seeing  the  familiar  in  an  unexpected  way.  vantage  point.  And  when  your  market 

As  the  leading  global  bank  with  origins  is  the  globe,  a  new  point  of  view  can 

in  the  Western  U.S.,  Bank  of  America  make  all  the  difference  in  the  world. 


m 


The  Golden  Gate  Bridge, 

photographed  by  Michael  Kenna.  Ddflk  Of  AlTIGriCd 


CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


What  800  companies  paid  their  bosses 


A  million  bucks  isn't  what  it  used  to  be,  but  it  still  isn't 
bad  for  a  year's  work:  258  out  of  800  chief  executives  in 
this  survey  made  $  1  million  or  more  in  salary  and  bonuses 
alone  last  year.  In  an  age  when  baseball  players  and  movie 
stars  make  multimillions  in  a  single  year,  it's  not  surprising 
that  people  who  carry  heavy  responsibilities  for  workers, 
shareholders  and  consumers  should  eat  and  live  well.  And 
while  few  baseball  players  and  few  performers  reach  the 
top,  the  same  can  be  said  of  executives:  Many  are  called  but 
few  are  chosen.  Most  business  executives  spend  their  lives 
in  relative  obscurity  and  only  modest  affluence.  While 
some  25-year-old  kids  become  overnight  millionaires  in 
baseball,  it  takes  most  people  a  lot  longer  in  the  business 
world.  The  average  chief  executive  officer  in  our  survey  put 
in  nearly  15  years  of  service  before  moving  to  the  executive 
suite  and  has  already  had  an  8 -year  tenure  as  chief 


executive.  The  "typical"  executive,  56,  is  in  charge  of 
nearly  26,000  employees  and  accountable  for  almost  $5 
billion  in  sales  and<$193  million  in  profits. 

Yes,  there  are  tremendous  inconsistencies  in  the  way 
chief  executives  are  rewarded.  Steve  Ross  so  impressed  his 
loyal  board  of  directors  at  Time  Warner  that  they  handed 
him  some  $78  million  last  year.  But  the  average  chief 
executive  in  our  survey  received  a  salary  plus  bonus  of 
$932,000  and  total  compensation  of  $1,592,000  in  1990. 
And  remember:  These  salaries  are  for  Forbes  500s  compa- 
nies only.  The  typical  chief  executive  of  the  typical  U.S. 
company  had  to  be  content  with  much  less. 

In  the  tables  below,  the  "Salary  +  bonus"  category 
includes  all  cash,  deferred  salary  and  bonus  payments  in 
1990,  as  well  as  directors'  fees  and  commissions.  The 
"other"  column  includes  payments  made  under  long- 


Company/Chief  executive 


Age       Birthplace 


Education 
undergraduate/graduate 


Background 


Tenure  (years) 
with  as 

firm  CEO 


Abbott  Laboratories/Duane  L  Burnham 

49 

Excelsior  MN 

Minnesota,  BS  '63/MBA  72 

finance 

9 

1 

Acuson/Samuel  H  Maslak 

42 

Washington  DC 

MIT,  BS  71/PhD  75 

technical 

10 

10 

Adobe  Systems/John  E  Warnock 

50 

Salt  Lake  City  UT 

Utah,  BS  '61/PhO  '69 

technical 

9 

9 

Aetna  Life  &  Cas/James  T  Lynn 

64 

Cleveland  OH 

Case  Western  Res,  BA  '48/Harvard,  LLB  '51 

legal 

13 

6 

Affiliated  Bkshs  Colo/Kent  0  Olin 

60 

Chicago  IL 

Ripon,  BA  '55 

banking 

20 

4 

HF  Ahmanson/Richard  H  Deihl 

62 

WhittierCA 

Whittier,  BA  '49 

banking 

32 

7 

Air  Prods  &  Chems/Dexter  F  Baker 

64 

Worcester  MA 

Lehigh,  BA  '50/MBA  '57 

technical 

39 

4 

Albertson's/Gary  G  Michael 

50 

Laurel  MT 

Idaho,  BS  '62 

finance 

25 

t 

Alco  Standard/Ray  B  Mundt 

62 

Appleton  Wl 

U  Wisconsin  Milwaukee,  BS  '53 

operations 

21 

11 

Alexander  &  Alexander/Tinsley  H  Irvin 

57 

Cornelia  GA 

Georgia  St,  BBA  '55 

insurance 

38 

4 

Alexander  &  Baldwin/Robert  J  Pfeiffer 

71 

Fiji 

operations 

31 

11 

Alleghany/Fred  M  Kirby 

71 

Wilkes  Barre  PA 

Lafayette,  AB  42/Harvard,  MBA  '47 

finance 

33 

24 

Allegheny  Ludlum/Robert  P  Bozzone 

57 

Glens  Falls  NY 

Rensselaer  Potytech,  BS  '55 

technical 

36 

1 

Allegheny  Power/Klaus  Bergman 

60 

Germany 

Columbia,  AB  '53/LLB  '55 

legal 

19 

6 

Allergan/Gavin  S  Herbert 

59 

Los  Angeles  CA 

USC,  BS  '54 

administration 

41 

31 

Allied-Signal/Edward  L  Hennessy  Jr 

63 

Boston  MA 

Fairleigh  Dickinson,  BA  '55 

finance 

12 

12 

Alltel/Joe  T  Ford 

53 

Conway  AR 

Arkansas,  BS  '59 

administration 

32 

4 

Alcoa/Paul  H  O'Neill 
ALZA  Corp/Martin  S  Gerstel 

55 

St  Louis  MO 

Cal  St  Fresno,  BA  '60/lndiana,  MPA  '66 

administration 

4 

4 

49 

Norwalk  CT 

Yale,  BS  '64/Stantord,  MBA  '68 

finance 

23 

4 

AMAX/Allen  Born 

57 

Durango  CO 

Texas  El  Paso,  BS  '58 

technical 

24 

5 

Amdahl/John  C  Lewis 

55 

Livingston  MT 

Cal  St  Fresno,  BS  '57 

marketing 

14 

8 

Amerada  Hess/Leon  Hess* 

77 

Asbury  Park  NJ 

administration 

45 

26 

America  West  Airlines/Edward  R  Beauvais* 

55 

Pueblo  CO 

Regis,  BS  '58 

administration 

10 

10 

American  Brands/William  J  Alley 

61 

Vernon  TX 

Oklahoma,  BBA  '51/JD  '54 

insurance 

24 

4 

American  Capital/Jack  D  Burstein 

45 

Poland 

CUNY  City  Col,  BA  '66 

finance 

7 

7 

American  Cyanamid/George  J  Sella  Jr 

62 

West  New  York  NJ 

Princeton,  BS  '50/Harvard,  MBA  '52 

operations 

37 

8 

'Company  founder,    f  New  CEO,  less  than  six  months'  service 
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term  compensation  plans,  restricted  stock  awards  vested  or 
released  from  restrictions  in  1990,  thrift  plan  contribu- 
tions, company-paid  health  and  insurance  plans  and  other 
benefits.  Note:  In  cases  where  a  date  or  share  price  for 
stock  awards  released  from  restriction  was  not  reported  by 
the  company,  we  used  the  average  price  for  the  company's 
fiscal  year  in  calculating  the  value  of  the  stock.  "Stock 
gains"  shows  the  net  value  in  shares  or  cash  realized  from 
the  exercise  of  stock  options  (or  stock  appreciation  rights) 
during  the  fiscal  year. 

However  extravagant  chief  executive  salaries  were  in 
some  cases,  in  the  overall  picture  they  loom  small.  In  1990 
the  800  chief  executives  of  Forbes  500s  companies  earned 
$746  million  in  salaries  and  bonuses,  another  $232  million 
from  other  compensation  and  $296  million  in  stock  gains. 
The  grand  total:  $1.3  billion.  Even  swollen  by  a  few 


grandiose  paychecks  like  Steve  Ross',  that  came  to  less 
than  1%  of  the  800  companies'  $154  billion  in  profits. 

The  800  chief  executives  as  a  group  are  wealthy  people. 
They  own  $39  billion  of  their  companies'  stock — an 
average  of  $49  million  worth.  The  column  headed  "Stock 
owned"  shows  the  value  of  each  executive's  holdings  as  a 
percentage  of  his  firm's  total  market  value.  In  determining 
stock  holdings  we  include  shares  of  beneficial  interest  and 
shares  held  by  an  executive's  wife  and  minor  children,  even 
if  ownership  is  legally  disclaimed.  Shares  held  by  family 
members  active  in  the  business  or  by  foundations  are  not 
included. 

They  are  rich  and  powerful  but  they  are  not  invulnera- 
ble. Through  death,  dethronement  and  voluntary  and 
involuntary  retirement,  there  was  a  20%  turnover  among 
chief  executives  of  Forbes  500s  companies.  M 


Salary  +  bonus 
($000)        %  change 


-Compensation 

other        stock  gains        total 
($000)         ($000)         ($000) 


Rank 

among 

800  execs 


Stock  owned 
%  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$1,161 
600 
379 

1,067 
228 

1,225 


NA 
NA 

1% 
NA 

3 


$6 


42 

18 

1,277 


$1,699 


83  0.04%  $7.6  $6,159  $966  Abbott  Laboratories 

570  5.49  63.6  283  48  Acuson 

721  3.68  43.2  169  40  Adobe  Systems 

344  0.03  1.3  19,021  614  Aetna  Life  I  Cas 

775  0.17  0.3  276  10  Affiliated  Bkshs  Colo 

108  0.23  4.4  4,778  191  HFAhmanson 


1,094 
697 

1,053 
817 

1,675 
971 


7 

NA 

-11 

25 

14 


19 
42 

92 
405 
709 


1,452 


338  0.27  9.5  2,967  241  Air  Prods  &  Chems 

135  0.11  7.1  8,219  234  Albertson's 

367  0.52  6.3  4,361  154  Alco  Standard 

425  0.13  1.3  1,338  55  Alexander  &  Alexander 

155  0.49  5.9  723  115  Alexander  &  Baldwin 

205  12.98  80.1  1,377  69  Alleghany 


1; 


609 
466 
867 
,688 
752 
825 


-33 
6 

116 
1 
4 

-37 


56 

4 

237 

1,266 

47 

760 


178 


665 

470 

1,104 

2,953 

977 

1,584 


532 
666 
345 
80 
400 
220 


9.79  84.1  1,085  69  Allegheny  Ludlum 

X  0.2  2,298  191  Allegheny  Power 

0.78  11.9  884  81  Allergan 

0.09  3.4  12,343  462  Allied-Signal 

0.32  10.1  1,574  193  Alltel 

X  §  10,710  295  A,:oa 

0.17  3.6  99  25  ALZACorp 

0.04  0.8  3,788  226  AMAX 

0.09  1.6  2,159  184  Amdahl 

12.70  560.6  6,948  483  Amerada  Hess 

0.68  0.9  1,316  -77  America  West  Airlines 

0.03  2.5  8,270  596  American  Brands 

3.96  0.2  521  -40  American  Capital 

0.05  2.5  4,570  353  American  Cyanamid 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991 .    tLess  than  0.01%.    §Less  than  $100,000.    "Prior  year  data.    NA:  Not  available. 


358 

10 

107 



465 

672 

1,162 

-2 

749 

— 

1,912 

167 

1,031 

19 

— 

— 

1,031 

372 

300 

0 

10 

— 

310 

759 

984 

NA 

6 

— 

990 

391 

1,627   . 

6 

177 

— 

1,804 

181 

373 

-28 

34 

— 

406" 

710 

1,237 

16 

754 

269 

2,260 

127 
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Company/Chief  executive 


Age        Birthplace 


Education 
undergraduate/graduate 


Background 


Tenure  (years) 
with  as 

firm  CEO 


American  Electric/Richard  E  Disbrow 

60 

Newark  NJ 

Lehigh,  BS  '52/MIT,  MS  '65 

technical 

37 

t 

American  Express/James  D  Robinson  III 

55 

Atlanta  GA 

Georgia  Tech,  BS  '57/Harvard,  MBA  '61^ 

finance 

20 

14 

American  Family/Daniel  P  Amos 

39 

Pensacola  FL 

Georgia,  BS  73 

insurance 

18 

1 

American  General/Harold  S  Hook 

59 

Kansas  City  MO 

Missouri,  BS  '53/MA  '54 

insurance 

21 

13 

American  Greetings/Morry  Weiss 

51 

Czechoslovakia 

Case  Western  Res,  BA  '61 

administration 

30 

3 

American  Home  Prods/John  R  Stafford 

53 

Harrisburg  PA 

Dickinson,  BA  '59/George  Washington,  LLB  '62 

legal 

21 

4 

American  Intl  Group/Maurice  R  Greenberg 

66 

New  York  NY 

Miami,  BA  '48/New  York  Law  Sch,  LLB  '50 

insurance 

30 

24 

American  Medical/Harry  J  Gray 

71 

Milledgeville  GA 

Illinois,  BS  '41/MS  '47 

administration 

2 

2 

American  Natl  Ins/Orson  C  Clay 

60 

Bountiful  UT 

Brigham  Young,  BS  '55/Harvard,  MBA  '59 

finance 

21 

14 

American  Petrof ina/Ronald  W  Haddock 

50 

St  Elmo  IL 

Purdue,  BS  '63 

administration 

5 

2 

American  President/W  Bruce  Seaton 

66 

Philadelphia  PA 

UCLA,  BS  '49 

finance 

21 

8 

American  Savings/William  G  Lillis 

60 

Ann  Arbor  Ml 

Rensselaer  Polytech,  BCE  '52 

banking 

14 

1 

American  Stores/Jonathan  L  Scott 

61 

Nampa  ID 

Idaho,  BA '51 

sales 

4 

2 

American  Tel  &  Tel/Robert  E  Allen 

56 

Joplin  MO 

Wabash,  BA  '57 

administration 

34 

3 

Ameritech/William  L  Weiss 

62 

Big  Run  PA 

Penn  St,  BS  '51 

operations 

40 

7 

Ameritrust/Craig  R  Smith 

65 

Cleveland  OH 

Case  Western  Res,  BS  '46 

technical 

1 

1 

Ames  Dept  Stores/Stephen  L  Pistner 

59 

St  Paul  MN 

Minnesota,  BSBA  '53 

sales 

1 

1 

Amgen/Gordon  M  Binder 

55 

St  Louis  MO 

Purdue,  BSEE  '57/Harvard,  MBA  '62 

finance 

9 

3 

Amoco/H  Laurance  Fuller 

52 

Moline  IL 

Cornell,  BSCE  61/DePaul.  JD  '65 

technical 

30 

t 

AMP/Harold  A  Mclnnes 

63 

Groton  CT 

MIT,  BSME  '49 

operations 

26 

1 

AMR/Robert  L  Crandall 

56 

Westerly  Rl 

Rhode  Island,  BS  '57/Pennsylvania,  MBA  '60 

finance 

18 

6 

AmSouth  Bancorp/John  W  Woods 

59 

Evanston  IL 

U  of  the  South,  BA '54 

banking 

22 

19 

Anadarko  Petroleum/Robert  J  Allison  Jr 

52 

Evanston  IL 

Kansas,  BS  '60 

technical 

18 

12 

Anchor  Bancorp/James  M  Large  Jr 

59 

Philadelphia  PA 

Princeton,  BSE  '54 

banking 

2 

2 

Anheuser-Busch  Cos/August  A  Busch  III 

53 

St  Louis  MO 

operations 

34 

16 

Aon/Patrick  G  Ryan 

54 

Milwaukee  Wl 

Northwestern,  BS  '59 

insurance 

27 

9 

Apple  Computer/John  Sculley 

52 

New  York  NY 

Brown,  BS  '61/Pennsylvania,  MBA  '63 

marketing 

8 

8 

Archer  Daniels/Dwayne  0  Andreas 

73 

Worthington  MN 

finance 

21 

21 

Argonaut  Group/Charles  E  Rinsch 

58 

Vincennes  IN 

Indiana,  BS  '53/Stanford,  MBA  '60 

finance 

25 

3 

Arkla/Thomas  F  Marty  III 

44 

Hope  AR 

Arkansas,  BA  '69 

administration 

8 

6 

Armco/Robert  L  Purdum 

55 

Wilmington  OH 

Purdue,  BS  '56 

technical 

29 

1 

Armstrong  World  Inds/William  W  Adams 

57 

Dubuque  IA 

Iowa  St,  BS  '56 

marketing 

35 

3 

Arvin  Industries/James  K  Baker 

59 

Wabash  IN 

DePauw,  BA  '53/Harvard,  MBA  '58 

administration 

36 

10 

Asarco/Richard  de  J  Osborne 

57 

Bronxville  NY 

Princeton,  AB  '56 

finance 

16 

5 

Ashland  Oil/John  R  Hall 

58 

Dallas  TX 

Vanderbilt,  BS  '55 

operations 

33 

10 

Atlantic  Energy/E  Douglas  Huggard 

57 

Wilmington  DE 

Delaware,  BME  '55/MME  '60 

technical 

36 

6 

Atlantic  Richfield/Lodwrick  M  Cook 

62 

Castor  LA 

Louisiana  St,  BS  '50/SMU,  MBA  '65 

operations 

35 

6 

Autodesk/Alvar  J  Green 

45 

England 

Eastern  Michigan  U,  BA  74 

finance 

7 

5 

Automatic  Data/Josh  S  Weston 

62 

Brooklyn  NY 

CUNY  City  Col,  BS  '50/U  of  New  Zealand,  MA  '52 

operations 

21 

8 

Avery  Dennison/Charles  D  Miller 

63 

Hartford  CT 

Johns  Hopkins,  BA  '49 

operations 

27 

13 

Avnet/Leon  Machiz 

66 

Brooklyn  NY 

marketing 

39 

2 

Avon  Products/James  E  Preston 

58 

Cleveland  OH 

Northwestern,  BS  '55 

marketing 

27 

2 

Baker  Hughes/James  D  Woor 

59 

Falmouth  KY 

Cal  St  Fullerton,  BA  '66 

finance 

36 

4 

JNew  CEO,  less  than  six  months'  service. 
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Compensation ■ 

Salary  +  bonus  other        stock  gains        total 

($000)       %  change       ($000)         ($000)         ($000) 


Rank 

among 

800  execs 


Stock  owned 
&  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$540 

NA 

$6 

— 

$546tt 

606 

X 

$0.4 

$5,167 

$496 

American  Electric 

1,798 

-31% 

1,743 

— 

3,541 

60 

0.12% 

15.3 

24,332 

338 

American  Express 

942* 

NA 

384 

— 

1,325 

281 

0.72 

15.0 

2,678 

117 

American  Family 

1,336 

8 

221 

— 

1,557 

226 

0.14 

6.5 

4,481 

562 

American  General 

555 

0 

102 

— 

657 

537 

1.53 

19.1 

1,374 

79 

American  Greetings 

1,700 

8 

26 

— 

1,726 

197 

0.03 

5.7 

6,775 

1,231 

American  Home  Prods 

1,750 

11 

— 

— 

1,750 

193 

2.12 

422.6 

15,702 

1,442 

American  Intl  Group 

xx 

NA 

— 

— 

— 

—  . 

41.07^ 

190.1 

2,507 

-36 

American  Medical 

624 

12 

12 

— 

636 

549 

0.09 

0.9 

1,100 

109 

American  Natl  Ins 

530 

32 

829 

— 

1,359 

272 

t 

§ 

3,978 

126 

American  Petrofina 

791 

35 

71 

— 

862 

445 

0.98 

3.6 

2,270 

-60 

American  President 

445 

49 

27 

— 

473 

662 

0.53 

§ 

371 

-79 

American  Savings 

1,076 

NA 

116 

— 

1,192** 

317 

X 

0.2 

22,156 

182 

American  Stores 

2,021 

16 

655 

— 

2,676 

95 

X 

2.5 

37,285 

2,735 

American  Tel  &  Tel 

1,295 

-1 

389 

$468 

2,152 

140 

0.02 

3.8 

10,663 

1,254 

Ameritech 

400* 

NA 

— 

— 

400 

716 

0.02 

0.1 

1,281 

-96 

Ameritrust 

2,000* 

0 

90 

— 

2,090 

154 

X 

§ 

3,753 

-966 

Ames  Dept  Stores 

360 

NA 

— 

— 

360 

736 

0.34 

15.8 

299 

4 

Amgen 

1,142 

NA 

285 

1,001 

2,428 

114 

0.02 

5.2 

28,010 

1,913 

Amoco 

577 

— 

42 

— 

619 

558 

0.02 

1.1 

3,044 

287 

AMP 

600 

-44 

3,051 

— 

3,651 

57 

0.25 

10.8 

11,720 

-40 

AMR 

822 

46 

— 

'  — 

822 

458 

0.24 

1.6 

896 

77 

AmSouth  Bancorp 

1,080 

13 

— 

1,320 

2,400 

120 

0.53 

8.1 

388 

55 

Anadarko  Petroleum 

527 

41 

157 

— 

684 
1,763 

519 
189 

0.18 
0.26 

0.1 
37.4 

923 

10,744 

-135 
842 

Anchor  Bancorp 
Anheuser-Busch  Cos 

1,738 

19 

25 

— 

912 

15 

65 

— 

976 

401 

14.16 

346.7 

2,626 

239 

Aon 

2,199 

-2 

— 

14,531     - 

16,730 

3 

0.23 

16.2 

5,741 

501 

Apple  Computer 

1,946 

45 

— 

— 

1,946 

166 

in 

184.1 

8,388 

459 

Archer  Daniels 

479 

5 

3 

184 

666 

530 

0.20 

1.7 

611 

90 

Argonaut  Group 

526 

9 

361 

— 

887 

431 

0.07 

1.4 

2,436 

106 

Arkla 

630 

— 

36 

— 

666 

531 

0.06 

0.3 

1,735 

-85 

Armco 

622 

7 

— 

140 

762 

481 

0.06 

0.6 

2,531 

133 

Armstrong  World  Inds 

585 

27 

— 

— 

585 

576 

0.64 

2.6 

1,687 

34 

Arvin  Industries 

1,107 

5 

6 

13 

1,126 

335 

0.10 

1.0 

2,209 

149 

Asarco 

1,099    . 

17 

607 

— 

1,707 

199 

0.08 

1.5 

8,731 

149 

Ashland  Oil 

363   v 

12 

10 

— 

373 
4,847 

726 

0.07 

0.5 

717 

69 

Atlantic  Energy 
Atlantic  Richfield 

2,265 

17 

89 

2,494 

36 

0.04 

8.3 

18,008 

1,688 

281 

20 

— 

530 

811** 

463 

0.04 

0.5 

238 

57 

Autodesk 

780 

17 

590 

1,649 

3,019 

78 

0.23 

11.4 

1,736 

220 

Automatic  Data 

950 

NA 

79 

1,012 

2,041 

159 

0.21 

3.2 

2,590 

6 

Avery  Dennison 

1,143 

23 

— 

— 

1,143 

329 

0.17 

1.6 

1,756 

57 

Avnet 

1,188       • 

41 

701 

336 

2,226 

129 

0.36 

9.3 

3,454 

195 

Avon  Products 

1,253 

13 

435 

— 

1,688 

202 

0.11 

4.5 

2,719 

153 

Baker  Hughes 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29,  1991. 
$100,000.    "Prior  year  data.    ttNew  CEO;  cash  compensation  is  for  another  executive  office. 


includes  indirect  ownership.    'Annualized  salary. 
tJDirectors  fees  only.    NA:  Not  available. 


ILess  than  0.01%.    §Less  than 
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In  medicine,  a  goodpnage 
is  imperative. 
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Hitachi  MRI  systems  can  help  save  lives. 


Many  people  think  of  Hitachi  as  a  consumer 
electronics  company.  Which  is  true  —  to  a  point. 

ve  also  a  technological  leader  in  medicine. 
Business  equipment.  Science.  Industry.  Computers. 
Telecommunications. 

Our  20,000  products  include  everything  from 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  (MRI)  systems. 

Take  MRI.  It's  the  most  significant  advancement 

1      tachi,  Ltd  Tokyo,  Japan.  All  rights  reserved. 


in  diagnostic  imaging  since  the  X-ray.  By  construcj 
ing  internal  images  of  the  human  body,  MRI 
enables  doctors  to  detect  problems  early  on  and 
make  more  accurate  diagnoses. 

Hitachi  is  a  world  leader  in  high-resolution, 
compact  MRI  equipment.  What's  remarkable,  ho] 
ever,  is  that  MRI  equipment  only  begins  to  tell  th 
story  of  our  commitment  to  medicine. 

Our  involvement  encompasses  clinical 
analyzers.  Electron  microscopes.  X-ray  CT  scan 


The  same  goes  for  business. 


■ 
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Hitachi  HIFAXs  build  businesses 


rs.  And  ultrasound  equipment. 

Chances  are  you  already  use  Hitachi  facsimile 
ichines.  You'd  be  in  good  company.  Some  of  the 
)rid's  most  respected  companies  put  our  image 
xessing  technology  to  work  every  day. 

You  see,  our  unique  technological  advance- 
mts  enable  businesspeople  to  quickly  and 
iciently  transmit  photographs,  charts,  documents 
d  graphs  with  remarkable  clarity. 

Taken  together,  Hitachi  is  a  people  company 


Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

For  more  information  about  HIFAX,  call  toll-free 
1-800-HlTACHL 


#  HITACHI 


CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

Ball  Corp/Delmon!  A  Davis 

55 

Hillside  CO 

Colorado.  BS  '59 

technical 

22 

t 

Bally  Manufacturing/Arthur  M  Goldberg 

49 

Newton  NJ 

Rutgers,  BA  '63/Villanova,  JD  '66      1 

legal 

1 

1 

Baltimore  Bancorp/Harry  L  Robinson 

62 

Baltimore  MD 

Baltimore  Commerce,  BS  72/Loyola,  MBA  '80 

banking 

44 

6 

Baltimore  G&E/George  V  McGowan 

63 

Baltimore  MD 

Maryland,  BS  '51 

technical 

40 

3 

Banc  One/John  8  McCoy 

47 

Columbus  OH 

Williams,  BA  '65/Stanford,  MBA  '67 

banking 

24 

7 

Bancorp  Hawaii/H  Howard  Stephenson 

61 

Wichita  KS 

Michigan,  BA  '50/Missouri,  JD  '58 

banking 

32 

2 

Bandag/Martin  G  Carver 

43 

Davenport  IA 

U  of  Iowa,  BA  70/lndiana,  MBA  72 

finance 

12 

9 

Bank  of  Boston/Ira  Stepanian 

55 

Cambridge  MA 

Tufts,  BA  '58/Boston  C,  MBA  71 

banking 

28 

4 

3ank  of  New  York/John  Carter  Bacot 

58 

Utica  NY 

Hamilton,  AB  '55/Cornell,  LLB  '58 

finance 

31 

9 

Bank  South/Robert  P  Guyton 

54 

Blue  Mountain  MS 

Mississippi,  BA  '58/Harvard,  MBA  '66 

banking 

11 

10 

BankAmerica/Richard  M  Rosenberg 

61 

Fall  River  MA 

Suffolk  U,  BS  '52/Golden  Gate  U,  LLB  '66 

banking 

5 

1 

Bankers  Trust  NY/Charles  S  Santord  Jr 

54 

Savannah  GA 

Georgia,  BA  '58/Pennsylvania,  MBA  '60 

banking 

30 

4 

BanPonce/Alberto  M  Paracchini 

59 

Ponce  PR 

Pennsylvania,  BS  '53/MBA  '57 

finance 

35 

8 

CR  Bard/George  T  Ma  loney 

58 

Philadelphia  PA 

Siena,  BS  '54 

sales 

32 

2 

Barnett  Banks/Charles  E  Rice 

55 

Chattanooga  TN 

Miami,  BBA  '58/Rollins,  MBA  '64 

banking 

26 

12 

Bausch  &  Lomb/Damel  E  Gill 

54 

Ziegler  IL 

Northwestern,  BS  '58 

finance 

13 

10 

Baxter  International/Vernon  R  Loucks  Jr 

56 

Evanston  IL 

Yale,  BA  '57/Harvard,  MBA  '63 

marketing 

25 

11 

Bay  View  Capital/Robert  E  Barnes 

58 

Greenwich  CT 

Princeton,  BA  '55/American  Grad  School,  MBA  '61 

banking 

7 

7 

BayBanks/William  M  Crazier  Jr 

58 

Brooklyn  NY 

Yale,  BA  '54/Harvard,  MBA  '63 

banking 

27 

17 

BB&T  Financial/John  A  Allison 

42 

Charlotte  NC 

N  Carolina,  BBA  71/Duke,  MBA  73 

banking 

20 

2 

Bear  Stearns  Cos/Alan  C  Greenberg 

63 

Wichita  KS 

Missouri,  BA  '49 

sales 

42 

13 

Becton  Dickinson/Raymond  V  Gilmartin 

50 

Washington  DC 

Union,  BSEE  '63/Harvard,  MBA  '68 

operations 

15 

2 

Bell  Atlantic/Raymond  W  Smith 

53 

Pittsburgh  PA 

Carnegie-Mellon,  BS  '59/Pittsburgh,  MBA  '67 

operations 

32 

2 

BellSouth/John  L  Clendenin 

57 

El  Paso  TX 

Northwestern,  BA  '55 

operations 

36 

7 

Beneficial  Corp/Finn  M  W  Caspersen 

49 

New  York  NY 

Brown,  AB  '63/Harvard,  LLB  '66 

legal 

19 

15 

Bergen  Brunswig/Robert  E  Martini 

59 

Hackensack  NJ 

Ohio  St,  BS  '54 

technical 

35 

1 

Berkshire  Hathaway/Warren  E  Buffett 

60 

Omaha  NE 

Nebr  Lincoln,  BS  '50/Columbia,  MBA  '51 

finance 

26 

21 

Bethlehem  Steel/Walter  F  Williams 

62 

Upland  PA 

Delaware,  BCE  '51 

operations 

40 

5 

Betz  Laboratories/John  F  McCaughan 

55 

Canada 

Sir  George  Williams,  BA  '57 

administration 

31 

9 

Beverly  Enterprises/David  R  Banks 

54 

Arcadia  Wl 

Arkansas,  BA  '59 

operations 

19 

2 

BHC  Commun/Herbert  J.Siegel 

63 

Philadelphia  PA 

Lehigh,  BA  '50 

administration 

24 

14 

Bindley  Western  Inds/Wilham  E  Bindley* 

50 

Terre  Haute  IN 

Purdue,  BS  '61 

finance 

24 

24 

Biomet/Dane  A  Miller* 

45 

Bellefontaine  OH 

GMI  Inst,  BS  '69/Cincmnati,  PhD  74 

technical 

13 

13 

Black  &  Decker/Nolan  D  Archibald 

47 

Ogden  UT 

Weber  St,  BS  '68/Harvard,  MBA  70 

marketing 

6 

5 

H&R  Block/Henry  W  Bloch* 

68 

Kansas  City  MO 

Michigan,  BS  '43 

administration 

36 

36 

Blockbuster/H  Wayne  Huizenga 

53 

Evergreen  Park  IL 

operations 

4 

4 

Boatmen's  Bancshs/Andrew  B  Craig  III 

60 

Buffalo  NY 

Cornell,  BA  '55 

administration 

6 

3 

Boeing/Frank  A  Shrontz 

59 

Boise  ID 

Idaho,  LLB  '54/Harvard,  MBA  '58 

administration 

33 

5 

Boise  Cascade/John  B  Fery 

61 

Bellingham  WA 

Washington,  BA  '53/Stanford,  MBA  '55 

operations 

34 

19 

Borden/Romeo  J  Ventres 

66 

Boston  MA 

Worcester  Polytech,  BS  '45 

operations 

34 

5 

Boston  Edison/Bernard  W  Reznicek 

54 

Dodge  NE 

Creighton,  BS  '58/Nebr  Lincoln,  MBA  79 

operations 

4 

* 

Bowater/Anthony  P  Gammie 

56 

England 

operations 

36 

8 

Bristol-Myers  Squibb/Richard  L  Gelb 

66 

New  York  NY 

Yale,  BA  '45/Harvard,  MBA  '50 

administration 

41 

19 

'Company  founder.    {New  CEO,  less  than  six  months'  service. 
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Salary  +  bonus 
($000)        %  change 

-Compensation 

other        stock  gains         total 
($000)         ($000)          ($000) 

Rank                 Stock  owned 
among             %             mkt  val 
800  execs                           ($mil) 

Company 
sales 
($mil) 

data1 
profits 
($mil) 

Company 

$462               NA 

$1                 -               $463tt 

675                0.06%            $0.4 

$1,357 

$50 

Ball  Corp 

700*              NA 

—                 — 

700 

512                5.00                7.5 

2,061 

-83 

Bally  Manufacturing 

368               13% 

—                 — 

368 

729                0.24                0.3 

351 

4 

Baltimore  Bancorp 

426               -6 

48                 - 

474 

658                0.08                20 

2,159 

175 

Baltimore  G&E 

1,248                16 

$163 

1,411 

256                0.20               12.2 

3,406 

423 

Banc  One 

849               22 

264               101 

1,214 

308               0.28               3.1 

954 

96 

Bancorp  Hawaii 

348               13 

20 

368 

730                5.01               65.9 

586 

79 

Bandag 

650              -48 

26 

676 

524                0.06                0.4 

5,598 

-438 

Bank  of  Boston 

875              -25 

132                - 

1,007 

384                0.21                4.0 

5,333 

308 

Bank  of  New  York 

367             -50 

—                — 

367 

732                0.22                0.5 

583 

-2 

Bank  South 

1,600              - 

56 

1,656 

211                0.03                2.0 

12,323 

877 

BankAmerica 

1,500                0 

108                127              1,735 

196                0.20                7.7 

7,919 

637 
785 

665 

Bankers  Trust  NY 

320                 0 
459               NA 

2,367                                 2,687 
521                -               979 

92                0.04                0.2 
399               0.25               3.6 

63 
40 

Ban Ponce 
CRBard 
Barnett  Banks 

925               -3 

156                - 

1,081 

356                0,09                1.5 

3,296 

101 

1,340                5 

1,129               169 

2,638 

97                0.15                3.7 

1,369 

131 

Bausch  &  Lomb 

1,749                20 

709                 -              2,457 

110                0.15               14.9 

8,100 

40 

Baxter  International 

364               -8 

—                 — 

364 

735                0.04                § 

296 

7 

Bay  View  Capital 

381              -19 

-                 76 

457 

678                0.34                0.8 

1,097 

-70 

BayBanks 

491               30 

13                 - 

504 

632               0.15               0.7 

561 

54 

BB&T  Financial 

4,212               -7 

—                — 

4,212 

50               3.55              55.2 

2,376 

103 

Bear  Stearns  Cos 

727                24 

277                194 

1,198 

316                0.06                1.6 

2,066 

184 

Becton  Dickinson 

1,284                 4 

533                523 

2,340 

122                0.02                3.1 

12,298 

1,313 

Bell  Atlantic 

1,373                 7 

588                209 

2,169 

138                0.01                2.7 

14,345 

1,632 

BellSouth 
Beneficial  Corp 

1,302                6 

86                 - 

1,388 

265                3.42               44.9 

1,756 

144 

834               NA 

—                 — 

834 

452                5.64              49.4 

4,610 

66 

Bergen  Brunswig 

100                0 

• 

100 

786              44.68           4,083.2 

2,659 

395 

Berkshire  Hathaway 

679               26 

60                - 

739 

495                0.04                0.4 

4,899 

-464 

Bethlehem  Steel 

571                NA 

171                 - 

741 

493                0.26                4.0 

597 

66 

Betz  Laboratories 

559                29 

109                - 

668 

528                0.38                2.8 

2,113 

13 

Beverly  Enterprises 

8,353              -39 

18                 - 

8.3712 

13                  *  ■              § 

278 

481 

BHC  Commun 

570                22 

13                - 

583 

579              47.48               51.3 

2,042 

7 

Bindley  Western  Inds 

212               NA 

—                — 

212 

780                5.45               82.1 

194 

37 

Biomet 

1.292               -1 

282                - 

1,574 

223                0.04                0.4 

4,832 

51 

Black  &  Decker 

833    v          19 

224                 - 

1,057 

364               5.98             165.4 

1,101 

118 

H&R  Block 

398    v          NA 

—                 — 

398 

718                6.17             112.9 

633 

69 
135 

Blockbuster 
Boatmen's  Bancshs 

984             ■  35 

-                 -                984 

394                0.03                0.4 

1,515 

1,095               20 

35                977              2,107 

151                 t                   11 

27,595 

1,385 

Boeing 

694             -32 

63                 -                756 

482               0.26               2.6 

4,186 

75 

Boise  Cascade 

1,619                9 

270                 - 

1,888 

173                0.04                2.2 

7,633 

364 

Borden 

493               NA 

48                 - 

Mitt 

613                0.01                § 

1,259 

80 

Boston  Edison 

625        •       -8 

34                 - 

659 

536                0.07                0.6 

1,380 

87 

Bowater 

2,102                25 

2,274               389 

4,766 

37                0.25              99.0 

10,300 

1,748 

Bristol-Myers  Squibb 

'Sales  and  profits  as  reported 
salary.    tLess  than  0.01%. 

in  the  Forbes  500s  Annual  Direct 
§Less  than  $100,000.    ttNewCE 

ory  issue,  Apr 
O;  cash  comp 

29,  1991.    2Salary  paid  by  Chris-Craft  Inds. 
;nsation  is  for  another  executive  office.    NA:  Not 

indirect  ownersh 
available. 

ip  through  Chris-Craft  Inds.    *Annualized 

Forbes  ■  May  27,  1991 
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CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

Broad/Eh  Broad* 

57 

New  York  NY 

Michigan  St,  BA  '54 

finance 

34 

34 

Brown- Forman/W  L  Lyons  Brown  Jr 

54 

Louisville  KY 

Virginia,  BA  '58                         <- 

marketing 

31 

15 

Brown  Group/Bernard  A  Bridgew: 

57 

Tulsa  OK 

Oklahoma,  LLB  '58/Harvard,  MBA  '64 

administration 

12 

9 

Browning-Ferris  Inds/Wiliiam  D  •    kelshaus 

58 

Indianapolis  IN 

Princeton,  BA  '57/Harvard,  LLB  '60 

legal 

4 

3 

Bruno's/Ronald  G  Bruno 

39 

Birmingham  AL 

Alabama,  BS  74 

operations 

18 

1 

Brunswick/Jack  F  Reichert 

60 

West  Allis  Wl 

marketing 

34 

9 

Burlington  Northern/Gerald  Grinstein 

58 

Seattle  WA 

Yale,  BA  '54/Harvard,  LLB  '57 

legal 

4 

2 

Burlington  Resources/Thomas  H  O'Leary 

57 

New  York  NY 

Holy  Cross,  BA  '54/Pennsylvania,  MBA  '61 

finance 

9 

2 

Cabot/Samuel  W  Bodman 

52 

Chicago  IL 

Cornell,  BS  '61/MIT,  PhD  '64 

finance 

4 

3 

CalFed/Jerry  St  Dennis 

49 

Tacoma  WA 

UCLA,  BA  '65/MA  '67 

finance 

10 

1 

CalMat/A  Frederick  Gerstell 

53 

New  York  NY 

Princeton,  AB  '60 

administration 

16 

3 

Campbell  Soup/David  W  Johnson 

58 

Australia 

U  of  Sydney,  BE  '54/Chicago,  MBA  '58 

administration 

1 

1 

C&S/Sovran/Bennett  A  Brown 

61 

Kingstree  SC 

Presbyterian,  BS  '50 

banking 

36 

13 

Capital  Cities/ABC/Daniel  B  Burke 

62 

Albany  NY 

Vermont,  AB  '50/Harvard,  MBA  '55 

operations 

22 

1 

Capital  Holding/Irving  W  Bailey  II 

49 

Cambridge  MA 

Colorado,  BA  '63/NYU,  MBA  '68 

finance 

10 

3 

Carnival  Cruise  Lines/Micky  Anson 

41 

Israel 

administration 

17 

12 

Carolina  Power  &  Lt/Sherwood  H  Smith  Jr 

56 

Jacksonville  FL 

N  Carolina,  AB '56/JD  '60 

legal 

26 

12 

Carter  Hawley  Hale/Philip  M  Hawley 

65 

Portland  OR 

Calif  Berkeley,  BS  '47 

sales 

33 

14 

Castle  &  Cooke/David  H  Murdock 

68 

Kansas  City  MO 

• 

finance 

9 

6 

Caterpillar/Donald  V  Fites 

57 

Tippecanoe  IN 

Valparaiso,  BS'56/MIT,  MS  71 

marketing 

35 

1 

CBI  Industries/John  E  Jones 

56 

Kansas  City  MO 

Carleton,  BA  '56 

banking 

11 

2 

CBS/Laurence  A  Tisch 

68 

Brooklyn  NY 

NYU,  BS  '42/Pennsylvania,  MA  '43 

finance 

5 

4 

Cellular  Commun/William  B  Ginsberg* 

47 

Childress  TX 

Harvard,  BA  '66/PhD  71 

finance 

11 

10 

Centel/John  P  Frazee  Jr 

46 

Staunton  VA 

Randolph-Macon,  BA  '66 

operations 

19 

4 

Centerior  Energy/Richard  A  Miller 

64 

Cleveland  OH 

Case  Western  Res,  BBA  '50/Harvard,  LLB  '53 

legal 

31 

3 

Centex/Laurence  E  Hirsch 

45 

New  York  NY 

Pennsylvania,  BS  '68/Villanova,  JD  71 

legal 

6 

3 

Central  &  So  West/E  R  Brooks 

53 

Slaton  TX 

Texas  Tech,  BSEE  '61 

technical 

30 

t 

Central  Bancshares/D  Paul  Jones  Jr 

48 

Birmingham  AL 

Alabama,  BS  '64/New  York  Law  Sch,  LLM  '68 

legal 

13 

t 

Central  Fidelity  Bks/Carroll  L  Saine 

56 

Lincolnton  NC 

Lenoir-Rhyne,  BA  '54/Richmond,  MS  '65 

banking 

34 

10 

Champion  Intl/Andrew  C  Sigler 

59 

Brooklyn  NY 

Dartmouth,  BA  '53/MBA  '56 

sales 

35 

17 

Chase  Manhattan/Thomas  G  Labrecque 

52 

Long  Branch  NJ 

Villanova,  BA  '60 

banking 

27 

1 

Chemical  Banking/Walter  V  Shipley 

55 

Newark  NJ 

NYU,  BS  '61 

banking 

35 

8 

Chevron/Kenneth  T  Derr 

54 

Wilkes-Barre  PA 

Cornell,  BSME  '59/MBA  '60 

technical 

31 

2 

Chiquita  Brands  Intl/Carl  H  Lindner 

72 

Dayton  OH 

finance 

7 

7 

Chiron/Edward  E  Penhoet 

50 

Oakland  CA 

Stanford,  AB  '63/Washington,  PhD  '68 

technical 

10 

10 

Chrysler/Lee  A  lacocca 

66 

Allentown  PA 

Lehigh,  BS  '45/Pnnceton,  ME  '46 

operations 

13 

12 

Chubb/Dean  R  O'Hare 

48 

Jersey  City  NJ 

NYU,  BS  '63/Pace,  MBA  '68 

insurance 

28 

3 

Cigna/Wilson  H  Taylor 

47 

Hartford  CT 

Trinity  College  CT.BS '64 

insurance 

27 

3 

Cincinnati  Bell/Dwight  H  Hibbard 

67 

Hadley  MA 

MIT,  BS  '49 

technical 

42 

7 

Cincinnati  Financial/Robert  B  Morgan 

57 

Yorkes  KY 

Eastern  Kentucky,  BA  '54 

administration 

25 

t 

Cincinnati  G&E/Jackson  H  Randolph 

60 

Cincinnati  OH 

Cincinnati,  BBA  '58/MBA  '68 

finance 

32 

5 

Circle  K/Robert  A  Dearth  Jr1 

46 

Birmingham  AL 

Wesleyan,  BA  '66/Virginia,  MBA  '68 

operations 

1 

1 

Circuit  City  Stores/Richard  L  Sharp 

44 

Washington  DC 

technical 

8 

5 

'Company  founder.    'Chief  operating  officer.    tNew  CEO,  less  than  six  months'  service. 
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-Compensation 

other 

($000) 

Rank 

among 

800  execs 

Stock  owned 
%             mkt  val 
($mil) 

Company 
sales 
($mil) 

data1 
profits 

($mil) 

Company 

Salary  + 
($000) 

bonus 
%  change 

stock  gains 
($000) 

total 
($000) 

$853 

5% 

$36 

— 

$889 

430 

21.47% 

$75.6 

$869 

$40 

Broad 

481 

-51 

525 

— 

1,005 

385 

34.16 

754.1 

1,074 

143 

Brown-Forman 

593 

3 

5 

— 

598** 

573 

0.42 

1.8 

1,764 

32 

Brown  Group 

806 

-31 

— 

$187 

993 

390 

0.01 

0.5 

3,054 

-50 

Browning-Ferris  Inds 

275 

NA 

39 

— 

314tt 

758 

0.44 

7.1 

2,521 

65 

Bruno's 

1,119 

47 

390 

— 

1,509 

235 

0.59 

7.2 

2,478 

71 

Brunswick 

1,287 

-12 

265 

— 

1,552 

227 

0.30 

7.0 

4,674 

222 

Burlington  Northern 

1,170 

11 

102 

— 

1,272 

294 

0.03 

1.4 

1,871 

229 

Burlington  Resources 

650 

47 

1,789 

— 

2,439 

112 

1.06 

9.2 

1,714 

72 

Cabot 

395 

— 

12 

— 

407 

708 

0.07 

0.1 

2,164 

-257 

CalFed 

605 

-15 

43 

— 

648 

543 

0.15 

0.9 

421 

81 

CalMat 

892* 

NA 

932 

— 

1,824 

179 

0.08 

8.4 

6,325 

57 

Campbell  Soup 

880 

NA 

165 

— 

1,046 

368 

0.09 

2.4 

5,310 

229 

C&S/Sovran 

1,033 

NA 

116 

5,584 

6,733 

23 

0.26 

20.1 

5,386 

478 

Capital  Cities/ABC 

1,142 

-12 

1,165 

519 

2,826 

85 

0.15 

3.4 

2,577 

166 

Capital  Holding 

693 

7 

— 

— 

693 

516 

1.49 

49.9 

1,391 

206 

Carnival  Cruise  Lines 

487 

6 

6 

— 

493 

643 

0.05 

2.1 

2,617 

280 

Carolina  Power  &  Lt 

1,032 

38 

5 

32 

1,069 

360 

1.71 

1.0 

2,765 

-15 

Carter  Hawley  Hale 

1,300 

-13 

— 

— 

1,300** 

286 

22.41 

470.0 

3,003 

121 

Castle  &  Cooke 

558 

NA 

— 

83 

642 

548 

0.01 

0.7 

11,436 

210 

Caterpillar 

713 

31 

39 

— 

752 

485 

0.23 

2.4 

1,576 

55 

CBI  Industries 

1,350 

2 

217 

— 

1,567 

225 

t  2 

§ 

3,261 

112 

CBS 

246 

5 

— 

— 

246 

776 

0.99 

14.1 

114 

26 

Cellular  Commun 

930 

38 

272 

— 

1,202 

314 

0.09 

2.7 

1,149 

65 

Centel 

465 

11 

9 

17 

492 

644 

0.02 

0.5 

2,368 

265 

Centerior  Energy 

643 

28 

20 

— 

662 

534 

t 

§ 

2,289 

55 

Centex 

381 

NA 

53 

38     - 

473tt 

660 

0.02 

0.8 

2,744 

356 

Central  &  So  West 

467 

NA 

9 

— 

476tt 

656 

0.79 

3.4 

513 

49 

Central  Bancshares 

559 

18 

17 

132 

707 

506 

0.22 

1.1 

605 

56 

Central  Fidelity  Bks 

1,240 

1 

46 

— 

1,286 

289 

0.10 

2.5 

5,090 

223 

Champion  Intl 

680 

NA 

93 

— 

774 

476 

0.05 

1.2 

13,672 

-334 

Chase  Manhattan 

738 

-34 

341 

— 

1,079 

358 

0.09 

1.7 

7,987 

291 

Chemical  Banking 

1,102 

17 

207 

— 

1,310 

283 

0.02 

5.1 

38,607 

2,157 

Chevron 

400 

0 

5 

— 

405 

712 

21.48 

388.2 

4,273 

94 

Chiquita  Brands  Intl 

336 

NA 

4 

— 

340 

745 

1.39 

13.2 

79 

4 

Chiron 

U37    v- 

28 

3,131 

— 

4,268 
1,718 

48 

0.18 

5.7 

30,620 

68 

Ch.ysler 

1,253 

17 

465 

— 

198 

0.04 

2.4 

4,247 

522 

Chubb 

1,283 

16 

25 

— 

1,308 

284 

0.05 

2.0 

18,164 

330 

Cigna 

785 

-23 

277 

150 

1,211 

312 

0.19 

2.8 

1,013 

91 

Cincinnati  Bell 

631 

NA 

— 

14 

645tt 

545 

0.48 

8.2 

1,049 

129 

Cincinnati  Financial 

440 

9 

4 

— 

444 

686 

0.02 

0.4 

1,438 

235 

Cincinnati  G&E 

U 

— 

— 

— 

— 

— 

t 

§ 

3,751 

-811 

Circle  K 

782 

2 

— 

— 

782 

471 

1.68 

16.1 

2,329 

71 

Circuit  City  Stores 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    20wns  13.7%  of  Loews,  which  owns  22.9%  of  CBS.    'Annualized  salary.    JLess  than  0.01%. 
§Less  than  $100,000.    **Pnor  year  data.    ttNew  CEO;  cash  compensation  is  for  another  executive  office.    ^Directors  fees  only.    NA:  Not  available. 
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Interested  in 

just-in-time 

inventory? 


interested  in 

controlling  your 

transportation 

costs? 


Interested  in 

peeping  on  top 

of  changing 

transportation 

regulations? 


^j&*^\ 


Interested  in 

better  managing 

deliveries  to 

the  retailer? 


Interested  in 

technological 

advances  like 

routing  models? 


cm? 


If  this  page  ho 

cal 


If  you  answered  "yes"  to  three  or  more  of  these  ques- 
tions, it  could  be  in  your  best  interest  to  consider  Ryder's 
Dedicated  Contract  Carriage. 

From  shipping  raw  materials  inbound  to  a  manufac- 
turer to  ensuring  just-in-time  inventory  flow  to  providing 
automated  inventory  accounting  at  a  retailer,  Ryder  is  there. 
Every  step  of  the  way. 

With  Dedicated  Contract  Carriage,  we  develop  a  com- 


Interested  in 

eliminating 

less-than-truck 

load  shipments? 


Interested  in 

freeing  up 

management 

time  spent  on 

transportation? 


Interested  in 
expanding  your 

business  into 

new  geographic 

areas? 


;r 


ICT 


Interested  in 
hiring  and  keeping 
qualified  drivers? 

RtF  1181 


Interested  in 

getting  an 

edge  on  the 

competition? 

1 


s  your  interest, 
Ryder. 

plete  transportation  system  tailored  to  your  needs.  This 
includes  vehicles,  drivers,  maintenance,  software  design, 
administrative  management  and  more.  All  coordinated  to 
improve  customer  service  and  cut  operating  costs.  Best  of 
all,  Ryder  manages  while  you  remain  in  control. 

Call  Ryder  at  1-800-446-5511,  ext.  153,  and  ask  about 
Dedicated  Contract  Carriage.  ILiless,  of 
course,  youVe  got  no  interest  in  this  page. 


^<V~!F 


Interested  in 

safely  transporting 

goods  with  a  high 

per-unit  value? 


I 


Interested  in 
controlling 
tax,  fuel  and 
insurance  costs? 


CORPORATE  AMERICAS  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Age 

66 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 
with 
firm 

(years) 
as 
CEO 

Circus  Circus/William  G  8c 

Pnoenix  AZ 

administration 

17 

17 

Citadel  HoldingAViiliam  C  Walbreche; 

51 

Baltimore  MD 

U  of  Hawaii,  BS  '62/Pennsylvania,  MBA;78 

banking 

2 

2 

Citicorp/John  S  Reed 

52 

Chicago  IL 

MIT,  BS  '61/MS  '65 

banking 

26 

7 

Citizens  First  3ncp             •  rbiiauwt 

53 

Hawthorne  Ml 

banking 

36 

1 

Citizens  S-ivngs/Charies  B  Stuzin 

49 

Miami  FL 

Florida,  BS '64/Miami,  JD  '67 

legal 

17 

9 

Citizens  Utilities/Leonard  Tow 

63 

Brooklyn  NY 

CUNY  Brooklyn,  BA  '50/Columbia,  PhD  '60 

finance 

1 

1 

City  Naticna  I/Bra  m  Goldsmith 

68 

Chicago  IL 

finance 

16 

16 

Clark  Equipment/Leo  J  McKernan 

53 

Philadelphia  PA 

operations 

17 

5 

Clorox/Charles  R  Weaver 

62 

Kingman  IN 

Purdue,  BS  '50 

marketing 

38 

6 

CMS  Energy/William  T  McCormick  Jr 

46 

Washington  DC 

Cornell,  BS  '66/MIT,  PhD  '69 

technical 

6 

6 

Coast  Savings  Finl/Ray  Martin 

55 

Nogales  AZ 

banking 

32 

7 

Coastal  Corp/James  R  Paul 

56 

Wichita  KS 

Wichita  St,  BS  '56 

finance 

18 

2 

Coca-Cola/Roberto  G  Goizueta 

59 

Cuba 

Yale,  BS  '53 

technical 

37 

10 

Coca-Cola  Enterprises/Brian  G  Dyson 

55 

Argentina 

U  of  Buenos  Aires,  BA  '59 

finance 

32 

5 

Colgate-Palmolive/Reuben  Mark 

52 

Jersey  City  NJ 

Middlebury,  BA  60/Harvard,  MBA  '63 

marketing 

28 

7 

Colorado  Natl  Bkshs/Will  F  Nicholson  Jr* 

62 

Colorado  Spr  CO 

MIT,  BS  '50/Denver,  MBA  '56 

banking 

21 

6 

Columbia  Gas  System/John  H  Groom 

58 

Fayetteville  NC 

N  Carolina  St,  BS  54 

marketing 

37 

7 

Comcast/Ralph  J  Roberts* 

71 

New  York  NY 

Pennsylvania,  BS  '41 

administration 

29 

28 

Comdisco/Kenneth  N  Pontikes* 

51 

Chicago  IL 

Southern  Illinois,  BA  '63 

marketing 

22 

22 

Comerica/Eugene  A  Miller 

53 

Detroit  Ml 

Detroit  Tech,  BBA  '64 

banking 

36 

2 

Commerce  Bcshs/Oavid  W  Kemper 

40 

Kansas  City  MO 

Harvard,  BA  72/Stanford,  MBA  76 

banking 

13 

5 

Commercial  Federal/William  A  Fitzgerald 

53 

Omaha  NE 

Creighton,  BS  '59 

banking 

36 

16 

Commonwealth  Ed/James  J  O'Connor 

54 

Chicago  IL 

Holy  Cross,  BS  '58/Georgetown,  JD  '63 

administration 

28 

11 

Community  Psych/James  W  Conte* 

63 

Des  Plaines  IL 

Roosevelt  U,  BS  '50/Northwestern,  MS  '57 

administration 

22 

14 

Compaq  Computer/Joseph  R  Canion* 

46 

Houston  TX 

Houston,  BS  '66/MS  '68 

technical 

9 

9 

Computer  Associates/Charles  B  Wang* 

46 

China 

CUNY  Queens,  BS  '67 

technical 

15 

15 

Computer  Sciences/William  R  Hoover 

61 

Bingham  Canyon  07 

Utah,  BS  '53/MS  '54 

technical 

27 

19 

ConAgra/Charles  M  Harper 

63 

Lansing  Ml 

Purdue,  BS  '49/Chicago,  MBA  '50 

administration 

17 

15 

Conner  Peripherals/Finis  F  Conner* 

47 

Gadsden  AL 

San  Jose  State,  BS  "69 

marketing 

6 

6 

Conseco/Stephen  C  Hilbert* 

45 

Terre  Haute  IN 

insurance 

12 

12 

Consolidated  Edison/Eugene  R  McGrath 

49 

New  York  NY 

Manhattan,  BSME  '63/lona,  MBA  '80 

technical 

28 

1 

Consol  Fieightways/Raymond  F  O'Brien1 

68 

Atchison  KS 

Missouri,  BA  '48 

finance 

33 

14 

Consol  Natural  Gas/George  A  Davidson  Jr 

52 

Pittsburgh  PA 

Pittsburgh,  BS  '60 

technical 

25 

4 

Consolidated  Papers/George  W  Mead 

63 

Milwaukee  Wl 

Yale,  BS  '50/lnst  Paper  Chem,  MS  '52 

operations 

39 

25 

Consolidated  Rail/James  A  Hagen 

59 

Forrest  City  IA 

St  Ambrose,  BA'56/U  of  Iowa,  MA '58 

marketing 

2 

2 

Continental  Airlines/Holhs  L  Harris 

59 

Carrollton  GA 

Georgia  Tech,  BS  '61 

technical 

1 

1 

Continental  Bank/Thomas  C  Theobald 

54 

Cincinnati  OH 

Holy  Cross,  AB  '58/Harvard,  MBA  '60 

banking 

4 

4 

Continental  Corp/John  P  Mascotte 

52 

Fort  Wayne  IN 

Virginia,  LLB  '64 

insurance 

10 

8 

Control  Data/Lawrence  Perl  man 

53 

St  Paul  MN 

Carleton.BA '60/Harvard,  JD  63 

legal 

11 

1 

Cooper  Industries/Robert  Cizik 

60 

Scranton  PA 

Connecticut,  BA  '53/Harvard,  MBA  '58 

finance 

30 

16 

Adolph  Coors/William  K  Coors 

74 

Golden  CO 

Princeton,  BS  '38/MSCE  '39 

technical 

52 

21 

CoreStates  Financial/Terrence  A  Larsen 

44 

Chicago  IL 

Dallas,  BA  '68/Texas  A&M,  PhD  71 

finance 

14 

3 

Corning/James  R  Houghton 

55 

Corning  NY 

Harvard,  AB  '58/MBA  '62 

administration 

29 

8 

♦Company  founder.    'Succeeded  by  Donald  E  Moffitt  4/30/91.    tActing  CEO. 
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Salary  +  bonus 
($000)       %  change 


-Compensation Rank 

other        stock  gains        total  among 

($000)         ($000)  ($000)       800  execs 


Stock  owned 
%  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$998 

25% 

— 

— 

$998 

388 

9.43% 

$167.1 

$692 

$76 

Circus  Circus 

335 

0 

$69 

— 

404 

715 

t 

§ 

531 

23 

Citadel  Holding 

1,201 

-19 

322 

$171 

1,694 

200 

0.16 

8.7 

38,385 

318 

Citicorp 

357 

NA 

— 

— 

357 

739 

0.58 

0.6 

270 

-80 

Citizens  First  Bncp 

503 

12 

47 

— 

551 

602 

33.21 

7.7 

395 

4 

Citizens  Savings 

NA 

NA 

— 

•  — 

— 

— 

t 

§ 

363 

97 

Citizens  Utilities 

1,026 

9 

1,506 

4,559 

7,091 

18 

16.27 

71.2 

501 

44 

City  National 

722 

-53 

186 

249 

1,157 

325 

0.21 

1.0 

1,445 

50 

Clark  Equipment 

807 

10 

670 

— 

1,478 

243 

0.20 

4.2 

1,558 

141 

Clorox 

900 

24 

46 

139 

1,085 

355 

0.10 

2.3 

2,977 

-494 

CMS  Energy 

644 

-20 

— 

— 

644 

546 

0.11 

§ 

1,076 

-63 

Coast  Savings  Finl 

918 

— 

15 

1,488 

2,421 

117 

0.07 

2.3 

9,381 

226 

Coastal  Corp 

3,142 

15 

1,656 

2,190 

6,988 

21 

0.40 

144.5 

10,236 

1,382 

Coca-Cola 

991 

17 

20 

— 

1,011 

380 

0.18 

3.9 

4,034 

93 

Coca-Cola  Enterprises 

1,554 

10 

353 

— 

1,907 

169 

0.13 

7.1 

5,691 

321 

Colgate-Palmolive 

362 

13 

4 

— 

366 

734 

1.01 

1.8 

406 

3 

Colorado  Natl  Bkshs 

688 

-7 

55 

— 

743 

489 

0.07 

1.4 

2,358 

105 

Columbia  Gas  System 

455 

-3 

156 

1,171 

1,782" 

185 

9.49 

179.4 

657 

-178 

Comcast 

1,535 

-43 

— 

— 

1,535 

232 

22.96 

248.0 

2,015 

83 

Comdisco 

854 

17 

— 

— 

854 

447 

0.13 

1.3 

1,324 

129 

Comerica 

542 

3 

5 

— 

547 

605 

1.29 

6.7 

598 

58 

Commerce  Bcshs 

297 

-12 

62 

— 

359 

738 

1.73 

0.5 

534 

1 

Commercial  Federal 

607 

12 

— 

— 

607 

565 

t 

0.5 

5,262 

128 

Commonwealth  Ed 

1,200 

17 

85 

— 

1,285 

290 

1.01 

16.7 

371 

83 

Community  Psych 

2,327 

10 

— 

— 

2,327 

123 

0.20 

10.6 

3,599 

455 

Compaq  Computer 

1,957 

9 

— 

— 

1,957 

164 

4.20 

70.7 

1,311 

162 

Computer  Associates 

760 

5 

4 

—  • 

764 

480 

0.94 

9.8 

1,679 

68 

Computer  Sciences 

1,620 

12 

2,702 

— 

4,322 

47 

1.35 

73.2 

18,696 

285 

ConAgra 

1,405 

NA 

— 

— 

1,405 

261 

3.07 

48.4 

1,338 

130 

Conner  Peripherals 

2,441 

44 

— 

— 

2,441" 

111 

2.14 

6.3 

758 

42 

Conseco 

634 

NA 

256 

— 

890 

428 

t 

0.2 

5,739 

572 

Consolidated  Edison 

315t 

— 

291 

332 

938 

414 

0.11 

0.6 

4,209 

-28 

Consol  Freightways 

532 

2 

142 

— 

674 

527 

0.06 

2.0 

2,715 

164 

Consol  Natural  Gas 

427 

2 

8 

— 

435 

694 

2.78 

48.3 

949 

143 

Consolidated  Papers 

789  . 

159 

11 

— 

800 

468 

* 

§ 

3,372 

247 

Consolidated  Rail 

2751V 

NA 

3,030 

— 

3,305 

70 

0.93 

0.9 

6,231 

-2,344 

Continental  Airlines 

568 

-51 

4 

— 

572 

588 

0.18 

1.3 

3,070 

75 

Continental  Bank 

911 

8 

144 

— 

1,054 

365 

0.04 

0.6 

5,706 

141 

Continental  Corp 

900 

— 

566 

— 

1,466 

244 

0.23 

1.3 

1,691 

3 

Control  Data 

1,342 

7 

9 

— 

1,352 

277 

0.16 

8.8 

6,222 

361 

Cooper  Industries 

NA 

NA 

— 

— 

— 

— 

t  2 

§ 

1,863 

39 

Adolph  Coors 

798      • 

-6 

185 

41 

1,025 

375 

0.06 

1.3 

2,584 

114 

CoreStates  Financial 

916 

-1 

150 

1,461 

2,527  • 

105 

0.73 

40.7 

2,941 

289 

Corning 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29,  1991. 
$100,000.    "Prior  year  data.    NA:  Not  available. 


2Shares  are  held  in  a  family  trust.    tPaid  to  date.    JLess  than  0.01%.    §less  than 


Forbes  ■  May  27,  1991 


249 


CORPORATE  AMERICAS  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 


Costco  Wholesale  '      .  U  i.negal* 
CPC  Internaticr.ci/Ciiarles  R  Shoemate 
Crane/Robert  S  Evans 
Cray  Research/John  A  Roliwagen 
Crestar  Financial/Richard  G  Tilghman 
CrossLand  Savings  FSB/Maurice  L  Reissman 

Crown  Central  Pet/Henry  A  Rosenberg  Jr 
Crown  Cork  &  Seal/William  J  Avery 
CSX/John  W  Snow 

Cullen/Frost  Bankers/Thomas  C  Frost 
Cummins  Engine/Henry  B  Schacht 
Cyprus  Minerals/Chester  B  Stone  Jr 

Dana/Southwood  J  Morcott 
Dauphin  Deposit/William  J  King 
Dayton  Hudson/Kenneth  A  Macke 
Dean  Foods/Howard  M  Dean  Jr 
Deere  &  Co/Hans  W  Becherer 
Delta  Air  Lines/Ronald  W  Allen 

Deluxe/Harold  V  Haverty 

Deposit  Guaranty/Emerson  B  Robinson  Jr 

DeSoto/Wesley  L  Anderson 

Detroit  Edison/John  E  Lobbia 

Diamond  Shamrock/Roger  R  Hemminghaus 

Digital  Equipment/Kenneth  H  Olsen* 

Dillard  Dept  Stores/William  T  Dillard  Sr* 
Dime  Savings  Bank  FSB/Richard  D  Parsons 
Discount  Corp  of  NY/Ralph  F  Peterst 
Walt  Disney/Michael  D  Eisner 
Dominion  Bankshares/Warner  N  Dalhouse 
Dominion  Resources/Thos  E  Capps 

RR  Donnelley  &  Sons/John  R  Walter 

Dover/Gaiy  L  Roubos 

Dow  Chemical/Frank  P  Popoft 

Dow  Jones/Peter  R  Kann 

Downey  S&L  Assn/Gerald  H  McQuarrie* 

DPL/Peter  H  Forster 

DQE/Wesley  W  von  Schack 

Dresser  Industries/John  J  Murphy 

Dreyfus/Howard  Stein 

El  du  Pont  de  Nemours/Edgar  S  Woolard  Jr 

Duke  Power/William  S  Lee 

Dun  &  Bradstreet/Charles  W  Moritz 

E-Systems/E  Gene  Keifter 

•Company  founder.    tActing  CEO.    tNew  CEO,  less  than  six  months'  service.    NA:  Not  available. 


Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

55 

Pittsburgh  PA 

San  Diego  State,  BA  '59 

sales 

6 

3 

51 

La  Harpe  IL 

Western  Illinois,  BS  '62/Chicago,  MBA  12 

operations 

29 

1 

47 

Pittsburgh  PA 

Pennsylvania,  BA  '66/Columbia,  MBA  '68 

finance 

17 

7 

50 

Minneapolis  MN 

MIT,  BS  '62/Harvard,  MBA  '64 

marketing 

16 

11 

50 

Norfolk  VA 

Virginia,  BA  '63 

banking 

24 

6 

48 

Brooklyn  NY 

CUNY  Baruch,  BBA  '89 

banking 

23 

4 

61 

Pittsburgh  PA 

Hobart,  BA  '52 

administration 

39 

20 

50 

Chicago  IL 

Chicago,  BS  '68 

operations 

32 

2 

51 

Toledo  OH 

U  of  Toledo,  BA'62/Virginia,  PhD '65 

legal 

14 

2 

63 

San  Antonio  TX 

Washington  &  Lee,  BS  '50 

banking 

41 

20 

56 

Erie  PA 

Yale,  BS  '56/Harvard,  MBA  '62 

administration 

27 

22 

56 

Texarkana  AR 

Houston,  BBA  '58 

finance 

13 

t 

53 

Covington  GA 

Davidson,  BA  60/Michigan,  MBA  '63 

operations 

28 

2 

62 

Philadelphia  PA 

Pennsylvania,  BBA  74/La  Salle,  MBA  '80 

banking 

12 

5 

52 

Templeton  IA 

Drake,  BS  '61 

sales 

30 

8 

54 

NA 

SMU,  BBA  '60/Northwestern,  MBA  '61 

administration 

36 

4 

56 

Detroit  Ml 

Trinity  College  CT,  BA  '57/Harvard,  MBA  '62 

marketing 

29 

2 

49 

Atlanta  GA 

Georgia  Tech,  BSIE  '64 

administration 

28 

4 

61 

Detroit  Ml 

operations 

37 

5 

49 

Centreville  MS 

Davidson,  BS  63/Harvard,  MBA  '67 

banking 

24 

7 

49 

Chicago  IL 

Northwestern,  BS  '64/Chicago,  MBA  '67 

technical 

27 

t 

49 

Chicago  IL 

U  of  Detroit,  BSEE '64 

technical 

27 

1 

54 

St  Louis  MO 

Auburn,  BS  '58 

technical 

7 

4 

65 

Bridgeport  CT 

MIT,  BS  '50/MS  '52 

technical 

34 

34 

76 

Mineral  Spr  AR 

Arkansas,  BBA  '35/Columbia.  MS  '37 

sales 

52 

52 

43 

Queens  NY 

U  of  Hawaii.  BA  68/Union  JD  71 

legal 

3 

1 

62 

Garden  City  NY 

Princeton,  BA  '51 

banking 

36 

10 

49 

New  York  NY 

Denison,  BA  '64 

operations 

7 

7 

56 

Roanoke  VA 

Virginia,  BS  '56 

marketing 

35 

10 

55 

Wilmington  NC 

North  Carolina,  BA  '58/JD  '65 

legal 

7 

1 

44 

Pittsburgh  PA 

Miami  of  Ohio,  BS  '68 

administration 

22 

2 

54 

Denver  CO 

Colorado,  BS  '59/Harvard,  MBA  '63 

operations 

20 

10 

55 

Bulgaria 

Indiana,  BS  '57/MBA  '59 

marketing 

32 

3 

48 

Princeton  NJ 

Harvard,  BA  '64 

journalism 

28 

t 

69 

Minersville  UT 

Compton,  BA  '41 

administration 

34 

13 

48 

Germany 

Wisconsin,  BS  '64/Columbia,  JD  '72 

operations 

18 

6 

47 

New  York  NY 

Fordham,  AB  '65/St  John's,  MBA  72 

finance 

7 

5 

59 

Olean  NY 

Rochester  Ins  Tech,  AAS  '52/SMU,  MBA  '81 

operations 

39 

8 

64 

New  York  NY 

- 

finance 

36 

20 

57 

Washington  NC 

North  Carolina  St,  BS  '56 

operations 

33 

2 

61 

Charlotte  NC 

Princeton,  BS  '51 

technical 

36 

9 

54 

Washington  DC 

Yale,  BA  '58 

marketing 

31 

6 

61 

Dallas  TX 

Southern  Methodist,  BSEE  '55/MSEE  '62 

technical 

41 

2 
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Compensation Rank  Stock  owned 

Salary  +  bonus  other        stock  gains         total  among  % 

($000)        %  change        ($000)  ($000)  ($000)       800  execs 


$416 

20% 

$101 

— 

$516 

627 

2.80% 

758 

NA 

355 

$92 

l,204tt 

313 

0.02 

1,037 

-1 

709 

2,371 

4,117 

51 

3.07 

517 

23 

37 

— 

554 

598 

0.10 

486 

-20 

15 

— 

501 

634 

0.13 

675 

21 

50 

— 

725 

501 

0.36 

973 

6 

10 

— 

983 

395 

0.20 

427 

21 

1 

— 

428 

698 

0.20 

967 

9 

330 

89 

1,385 

266 

0.03 

356 

2 

21 

— 

377 

723 

3.05 

442 

-16 

44 

— 

486 

647 

0.05 

443 

NA 

11 

— 

454tt 

846 

679 
449 

0.05 

520 

-7 

313 

13 

0.11 

463 

9 

2 

1 

466 

670 

0.09 

1,636 

13 

260 

1,545 

3,441 

65 

0.15 

659 

16 

784 

56 

1,498 

238 

0.51 

1,026 

33 

— 

141 

1,167 

322 

0.02 

752 

12 

4 

430 

1,186 

319 

0.03 

717 

20 

61 

— 

778 

473 

0.06 

255 

0 

12 

— 

267 

769 

0.46 

185* 

NA 

— 

140 

325 

751 

0.17 

381 

— 

60 

— 

441 

688 

t 

670 

12 

35 

— 

706 

507 

0.14 

982 

3 

— 

— 

982 

397 

2.03 

1,638 
525* 
NA 

11,233 
559 
611 

768 
775 
933 
535 
420  * 
613  * 

465 
1,108 
2,384 
1,511 

520 
1,465 


1 

NA 

NA 

17 

-21 

4 

22 

7 

-3 


38 
12 
56 
17 
5 
15 
17 


205 
14 


34 

7 

65 
369 

659 
70 


379 


2,221 
539 


71 


34 

1,187 

6 

391 

507 

400 


863 


106 


1,151 


130 
615 

8 
533 
560 

453 
328 
219 
567 
704 
562 

671 
161 

58 
215 
423 

77 
291 


3.72 
0.27 
0.37 
0.29 
0.17 
0.01 

0.04 
0.09 
0.03 
0.01 
11.58 
0.02 

0.02 
0.07 
2.83 
0.09 
0.05 
0.04 
0.14 


mkt  val 
($mil) 

$77.5 
1.2 
24.8 
1.0 
0.8 
§ 


1.5 
0.4 
8.3 
6.3 
0.7 
0.8 

1.9 
1.0 
§ 

0.2 

0.9 

174.2 

161.3 
0.4 
0.4 

45.0 
0.7 
0.5 

1.5 
2.2 
3.9 
0.4 
32.8 
0.3 

0.3 
2.2 
43.6 
23.4 
2.8 
3.3 
1.7 


Company  data1 
sales  profits 

($mil)  ($mil) 


$4,420 
5,781 
1,438 
804 
1,264 
1,119 


$56 
374 

63 
113 

61 
-421 


Company 


Costco  Wholesale 

CPC  International 

Crane 

Cray  Research 

Crestar  Financial 

CrossLand  Savings  FSB 


0.6 

2,060 

26 

Crown  Central  Pet 

4.3 

3,072 

107 

Crown  Cork  &  Seal 

1.4 

8,205 

416 

CSX 

2.2 

323 

-8 

Cullen/Frost  Bankers 

0.3 

3,462 

-165 

Cummins  Engine 

0.4 

1,866 

111 

Cyprus  Minerals 

'Sales  and  prof  its  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    'Annualized  salary.    {Less  than  0.01%. 
cash  compensation  is  for  another  executive  office.    NA:  Not  available. 


5,225  76  Dana 

335  45  Dauphin  Deposit 

14,739  410  Dayton  Hudson 

2,146  67  Dean  Foods 

7,678  290  Deere  &  Co 

8.707  -154  Delta  Air  Lines 

1,414  172  Deluxe 

467  25  Deposit  Guaranty 

74  88  DeSoto 

3,307  515  Detroit  Edison 

2.708  78  Diamond  Shamrock 
13,072  -95  Digital  Equipment 

3,606  183  Dillard  Dept  Stores 

1,099  -136  Dime  Savings  Bank  FSB 

365  4  Discount  Corp  of  NY 

6,048  820  Walt  Disney 

1,106  -37  Dominion  Bankshares 

3,533  446  Dominion  Resources 

3,498  226  RR  Donnelley  &  Sons 

2,210  156  Dover 

19,773  1,384  Dow  Chemical 

1,720  107  Dow  Jones 

400   •  42  Downey  S&L  Assn 

946  153  DPI 

1,134  122  DQE 

4,706  169  Dresser  Industries 

261  62  Dreyfus 

39,709  2,310  El  du  Pont  de  Nemours 

3,681  538  Duke  Power 

4,818  508  Dun  &  Bradstreet 

1,810  86  E-Systems 

§Less  than  $100,000.  "Prior  year  data.    ttNewCEO; 
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performs 


system 


communications 


X       ( 


Their 


Ever  wonder  why  NIKE 
products  perform  so  well? 
One  reason  is  that  they're 
designed  with  the  latest 
technological  advances.  A 
claim  that  NIKE  can  now 


also  mafee  about  their  com- 
munications  system. 

Recently,  GTE  put  into 
place  a  complete  telecom- 
munications network  at 
the  company's  new  world 


headquarters  in  Beaverton, 
Oregon.  This  voice  and 
fiber-optic  data  network 
will  not  only  enhance 
customer  service  opera- 
tions and  productivity,  it'll 
actually  make  NtyCE  run 
eveft  faster. 


Customized  Communi- 
cations Networks  from 
GTE.  Call  us.  We  may  be 
able  to  help  you  just  do  it 
a  little  bit  better. 


I^fc 


t 


QB 


THE  POWER  IS  ON 


^^^ 

CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

Eastman  Kodak'Kay  R  Whitmore 

58 

Salt  Lake  City  UT 

Utah,  BS  '57/MIT,  MS  75 

technical 

34 

1 

Eaton/James  R '. 

64 

Marion  IN 

George  Washington,  LLB  '55 

operations 

36 

5 

Echlin/Fredenck  J  Manchesk 

i 

64 

Stevens  Point  Wl 

Wisconsin,  BS  '48 

operations 

28 

22 

Ecolab/Pierson  M  Grieve 

63 

Flint  Ml 

Northwestern,  BS  '50 

administration 

8 

8 

EG&G/John  to  Kucharski 

55 

Milwaukee  Wl 

Marquette,  BS  '58/George  Washington,  JD  '65 

technical 

19 

4 

Emerson  Electric/Charles  F  Knight 

55 

Lake  Forest  IL 

Cornell,  BME  '58/MBA  '59 

administration 

18 

18 

Engelhard/Orin  R  Smith 

55 

Newark  NJ 

Brown,  BA'57/Seton  Hall,  MBA '64 

marketing 

14 

7 

Enron/Kenneth  L  Lay 

49 

Tyrone  MO 

Missouri,  BA  '64/Houston,  PhD  70 

operations 

7 

7 

Enserch/William  C  McCord 

63 

San  Antonio  TX 

Texas  A&M.BS '49 

technical 

42 

20 

Entergy/Edwin  Lupberger 

54 

Atlanta  GA 

Davidson,  AB  '58/Emory,  MBA  '63 

finance 

12 

5 

Equifax/C  B  Rogers  Jr 

61 

New  York  NY 

Gettysburg  Col,  BA  '51/Geo  Washington,  MBA  '62 

administration 

4 

2 

Equimark/Gary  W  Fiedler 

46 

Elizabeth  NJ 

Carnegie-Mellon,  BS  '69 

banking 

1 

1 

Equitable  of  Iowa/Frederick  S  Hubbell  40  Des  Moines  IA 

Ethyl/Floyd  D  Gottwald  Jr  68  Richmond  VA 

Exxon/Lawrence  G  Rawl  63  Lyndhurst  NJ 

Farm  &  Home  Finl/Daniel  C  Arnold  61  Houston  TX 

Federal  Express/Frederick  W  Smith*  46  Marks  MS 

Federal  Home  Loan  Mor/Leland  C  Brendsel  49  Sioux  Falls  SD 

Federal  Natl  Mortgage/James  A  Johnson  47  Benson  MN 

Federal  Paper  Board/John  R  Kennedy  60  New  York  NY 

Fifth  Third  Bancorp/George  A  Schaefer  Jr  46  Cincinnati  OH 

Figgie  Intl/Harry  E  Figgie  Jr  67  Lakewood  OH 

First  Alabama  Bcshs/J  Stanley  Mackin  58  Birmingham  AL 

First  American  Corp/James  F  Smith  Jr  61  KnoxvilleTN 

First  Bancp  Ohio/Howard  L  Flood  56  Staten  Island  NY 

First  Bank  System/John  F  Grundhofer  52  Los  Angeles  CA 

First  Capital  Holding/Robert  I  Weingarten*1  49  Brooklyn  NY 

First  Chicago/Barry  F  Sullivan  60  Bronx  NY 

First  Citizens  Bcshs/Lewis  R  Holding  63  Smithfield  NC 

First  City  Bncp  Texas/C  Ivan  Wilson  63  Kerrville  TX 

First  Commerce/Ian  Arnof  51  McCroryAR 

First  Empire  State/Robert  G  Wilmers  57  New  York  NY 

First  Executive/Fred  Carr  60  Los  Angeles  CA 

First  Fidelity  Bncp/Anthony  P  Terracciano  52  Bayonne  NJ 

First  Financial  Mgmt/Patrick  H  Thomas  48  Atlanta  GA 

First  Florida  Banks/A  Branson  Thayer  51  Mineola  NY 

First  Hawaiian/Walter  A  Dods  Jr  50  Honolulu  HI 

First  Interstate  Bncp/Edward  M  Carson  61  Tucson  AZ 

First  of  America  Bank/Daniel  R  Smith  57  Kalamazoo  Ml 

First  Security/Spencer  F  Eccles  56  Ogden  UT 

First  Tennessee  Natl/Ronald  Terry  60  Memphis  TN 

First  Union/Edward  E  Crutchfield  Jr  49  Dearborn  Ml 

First  Virginia  Banks/Robert  H  Zalokar  64  West  Mineral  KS 

'Company  founder.    'Resigned  3/14/91.    iNew  CEO,  less  than  six  months'  service. 


North  Carolina,  BA  73/U  of  Iowa,  JD  76  legal  8 

Va  Military  Inst,  BS  '43/Richmond,  MS  '51  administration  48 

Oklahoma,  BS  '52  technical  39 

Texas,  BBA  '51/LLB  '53  banking  2 

Yale,  BA  '66  technical  20 

Colorado,  BS  '67/Northwestern,  PhD  73  finance  9 

Minnesota,  BA  '65/Princeton,  MA  '68  finance  1 

Georgetown,  BS  '52  sales  40 

US  Military  Acad,  BS  '67/Xavier,  MBA  74  banking  20 

Case  Western  Res,  BSME  '47/Harvard,  MBA  '49  operations  27 

Auburn,  BS  '54  banking  25 

Tenn  Knoxville,  BS  '51  banking  16 

banking  28 

Loyola,  BA  '60/USC,  MBA  '64  banking  1 

CUNY  City  Col,  BBA '62  finance  20 

Columbia,  BA  '55/Chicago,  MBA  '57  banking  11 

North  Carolina,  BS  '50/Harvard,  MBA  '52  finance  38 

Southwest  Texas  St,  BS  '49  banking  27 

Vanderbilt,  BA  '61/Harvard.  MBA  '63  banking  13 

Harvard,  BA  '56  banking  9 

finance  17 

St  Peter's,  BS  '60/Fordham,  MA  '62  banking  1 

Georgia  St,  BS  '60/MS  '61  banking  20 

Harvard,  BA  '61/NYU,  MBA  '67  finance  9 

U  of  Hawaii,  BBA  '67  marketing  22 

Arizona  St,  BS  '51/Rutgers  banking  40 

Western  Michigan,  BBA  '55  banking  35 

Utah,  BS  '56/Columbia,  MA  '59  banking  32 

Memphis  St,  BS  '52  banking  34 

Davidson,  6A  '63/Pennsylvania,  MBA  '65  banking  26 

Kansas,  BS  '50  banking  36 


2 
21 

4 
2 

20 
6 

t 
16 

t 
27 


34 

t 


17 
1 

17 


6 
9 
18 
7 
6 
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Compensation 

Salary  +  bonus  other        stock  gains        total 

($000)       %  change       ($000)         ($000)         ($000) 


Rank 

among 

800  execs 


Stock  owned 
to  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$1,415 

NA 

— 

— 

$1,415 

255 

t 

$0.7 

$18,908 

$703 

Eastman  Kodak 

1,053 

-8% 

$456 

— 

1,509 

234 

0.14% 

2.7 

3,639 

179 

Eaton 

575 

NA 

1 

— 

576 

585 

0.86 

5.4 

1,652 

45 

Echlin 

875 

NA 

328 

$131 

1,334 

278 

0.61 

4.0 

1,390 

54 

Ecolab 

505 

11 

— 

32 

538 

617 

0.06 

0.7 

2,474 

74 

EG&G 

1,774 

0 

2,167 

— 

3,941 

55 

0.22 

22.8 

7,728 

618 

Emerson  Electric 

1.137 

18 

240 

387 

1,764 

187 

0.52 

6.2 

2,942 

70 

Engelhard 

1,536 

13 

58 

936 

2,530 

104 

0.26 

7.3 

13,165 

202 

Enron 

991 

33 

8 

60 

1,059 

362 

0.04 

0.5 

2,815 

103 

Enserch 

757 

9 

18 

— 

775 

475 

t 

0.1 

3,982 

478 

Entergy 

645 

NA 

1,119 

— 

1,764 

188 

0.13 

2.2 

1,079 

64 

Equifax 

325* 

NA 

— 

— 

325 
474 

751 
659 

t 

§ 

431 

-140 

Equimark 

474 

26 

— 

— 

1.23 

2.2 

657 

24 

Equitable  of  Iowa 

937 

9 

10 

147 

1,093 

350 

5.12 

181.0 

2,514 

232 

Ethyl 

1,551 

12 

81 

— 

1,632 

214 

0.01 

8.7 

105,519 

5,010 

Exxon 

253 

11 

— 

— 

253 

773 

1.17 

0.5 

301 

4 

Farm  &  Home  Finl 

579 

-34 

— 

— 

579 

582 

8.05 

148.7 

7,688 

18 

Federal  Express 

531 

NA 

34 

— 

566 

593 

0.02 

1.1 

3,999 

414 

Federal  Home  Loan  Mor 

664 

NA 

57 

— 

722tt 

503 

0.02 

.    2.1 

12,720 

1,173 

Federal  Natl  Mortgage 

1,813 

11 

— 

— 

1,813 

180 

1.95 

22.6 

1,366 

118 

Federal  Paper  Board 

588 

NA 

— 

154 

742 

491 

0.13 

2.2 

834 

120 

Fifth  Third  Bancorp 

1,636 

NA 

424 

— 

2,060 

157 

8.43 

29.0 

1,361 

40 

Figgie  Intl 

446 

NA 

26 

— 

472 

663 

0.11 

0.9 

612 

69 

First  Alabama  Bcshs 

294 
310 

NA 

6 

— 

— 

294 

763 

0.49 

1.3 

733 

-62 

First  American  Corp 

4 

— 

314 

757 

0.09 

0.3 

365 

35 

First  Bancp  Ohio 

788* 

NA 

858 

— 

1,646 

213 

0.01 

0.2 

2,139 

131 

First  Bank  System 

1,350 

-29 

4 

—      » 

1,354 

275 

0.77 

1.0 

1,004 

42 

First  Capital  Holding 

736 

-50 

4 

— 

740 

494 

0.33 

5.5 

5,693 

249 

First  Chicago 

367 

14 

5 

— 

372 

727 

9.97 

19.4 

421 

28 

First  Citizens  Bcshs 

500* 

NA 

'  — 

— 

500 

636 

0.14 

0.1 

1,352 

-158 

First  City  Bncp  Texas 

451 

-11 

— 

— 

451 

680 

0.39 

0.9 

482 

22 

First  Commerce 

479 

3 

9 

— 

489 

645 

7.58 

38.5 

713 

54 

First  Empire  State 

613 

1 

— 

— 

613 

563 

1.15 

0.3 

872 

-736 

First  Executive 

875* 

52 

— 

— 

875 

439 

0.02 

0.4 

3,053 

-6 

First  Fidelity  Bncp 

2,506 

0 

97 

— 

2,603 

99 

1.33 

13.8 

1,284 

73 

First  Financial  Mgmt 

tt     J 

— 

250 

858 

— 

0.65 

1.3 

585 

-12 

Fir.1  Florida  Banks 

608 

17 

446 

0.83 

7.0 

541 

72 

First  Hawaiian 

909 

NA 

178 

— 

1,087 

354 

0.04 

0.8 

5,934 

439 

First  Interstate  Bncp 

917 

41 

— 

12 

929 

416 

0.12 

1.1 

1,389 

132 

First  of  America  Bank 

430 

4 

34 

— 

464 

674 

3.78 

18.2 

703 

46 

First  Security 

493 

27 

160 

— 

653 

540 

1.34 

6.2 

740 

48 

First  Tennessee  Natl 

600 

-41 

80 

— 

680 

521 

0.08 

1.8 

4,069 

304 

First  Union 

604 

5 

28 

— 

632 

551 

0.14 

0.9 

570 

65 

First  Virginia  Banks 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    'Annualized  salary.    JLessthanO.01%.    §Less  than  $100,000.    ttNew  CEO;  cash  compensation  is 
for  another  executive  off  ice.    ^Directors  fees  only.    NA:  Not  available. 
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Company/Chief  executive 


First  Wachov^-j        iMedlinJr 


Firstar/Rot 


fiends 


FirstFeu  Michigan/C  Gene  Marling 
FirsTic  Financial/David  A  Rismilier 
Fleet'Norstar  Finl/Terrence  Murray 
Fleetwood  Enterprises/John  C  Crean* 

Fleming  Cos/E  Dean  Werries 
FlightSafety  Intl/Albert  L  Ueltschi* 
Florida  Progress/Jack  B  Critchfield 
Fluor/Leslie  G  McCraw 
FMC/Robert  H  Malott 
Food  Lion/Tom  E  Smith 

Ford  Motor/Harold  A  Poling 
Forest  Labs/Howard  Solomon 
Fortune  Financial/Rausey  W  Mason 
Foster  Wheeler/Louis  E  Azzato 
Fourth  Financial/Jordan  L  Haines 
FPL  Group/James  L  Broadhead 

Franklin  Resources/Charles  B  Johnson 
Freeport-McMoRan/James  R  Moffett 
Fruit  of  the  Loom/William  Farley 
Fund  American  Cos/John  J  Byrne 
Gannett/John  J  Curley 
Gap/Donald  G  Fisher* 

GATX/James  J  Glasser 
Geico/William  B  Snyder 
GenCorp/A  William  Reynolds 
Genentech/G  Kirk  Raab 
General  Cinema/Richard  A  Smith 
General  Dynamics/William  A  Anders 

General  Electric/John  F  Welch  Jr 
General  Mills/H  Brewster  Atwater  Jr 
General  Motors/Robert  C  Stempel 
General  Public  Utils/Standley  H  Hoch 
General  Re/Ronald  E  Ferguson 
General  Signal/Edmund  M  Carpenter 

Genuine  Parts/Larry  L  Prince 
Georgia  Gulf/Jerry  R  Satrum 
Georgia-Pacific/T  Marshall  Hahn  Jr 
Gerber  Products/Alfred  A  Piergallini 
Giant  Food/Israel  Cohen* 
Gillette/Alfred  M  Zeien 
PH  Glatfelter/Thomas  C  Norris 

'Company  founder.    }New  CEO,  less  than  six  months'  service 


Age 

Birthplace 

Education 
undergraduate/graduate 

57 

Benson  NC 

N  Carolina,  BS  '56 

53 

Milwaukee  Wl 

U  Wisconsin  Milwaukee,  BA  '60/MBA  71 

45 

Gainesville  FL 

Florida,  BBA  '68/Wayne  St,  MfiA  '69 

55 

Baltimore  MD 

Ohio  St,  BS 

51 

Woonsocket  Rl 

Harvard,  BA  '62 

65 

Bowden  NO 

62 

Tescott  KS 

Kansas,  BS  '52 

74 

Frankfort  KY 

58 

Rockwood  PA 

Slippery  Rock  U,  BS  '55/Pittsburgh,  MA  '60 

56 

Sandy  Springs  SC 

Clemson,  BSCE  '56 

64 

Boston  MA 

Kansas,  AB  '48/Harvard,  MBA  '50 

50 

Salisbury  NC 

Catawba,  BA  '64 

65 

Detroit  Ml 

Monmouth,  BA  '49/lndiana,  MBA  '51 

64 

NA 

CUNY  City  Col,  BA  49/Yale,  JD  '52 

53 

Atlanta  GA 

Georgia  Tech,  BS 

60 

New  York  NY 

CUNY  City  Col.  BS  52 

64 

Sabetha  KS 

Kansas,  BA  '49/LLD  '57 

56 

New  Rochelle  NY 

Cornell,  BSME  '58/Columbia,  JD  '63 

58 

Montclair  NJ 

Yale,  BA  '54 

52 

Houma  LA 

Texas,  BS  '61/Tulane,  MS  '63 

48 

Pawtucket  Rl 

Bowdoin,  AB  '64/Boston  C,  JD  '69 

58 

Passaic  NJ 

Rutgers,  BS  '54/Michigan,  MS  '59 

52 

Easton  PA 

Dickinson,  BA  '60/Columbia,  MS  '63 

62 

San  Francisco  CA 

Calif  Berkeley,  BS  '50 

56 

Chicago  IL 

Yale,  AB  55/Harvard,  JD  '58 

61 

Clarksburg  WV 

Texas  Tech,  BS  '55 

57 

Columbus  OH 

Harvard,  AB  '55/Stanford,  MBA  "57 

55 

New  York  NY 

Colgate,  BS  '59 

66 

Boston  MA 

Harvard,  BS  '46 

57 

Hong  Kong 

US  Naval  Acad,  BSEE  '55 

55 

Pea  body  MA 

Massachusetts,  BS  '57/lllinois,  PhD  '60 

60 

Minneapolis  MN 

Princeton,  AB  '52/Stanford,  MBA  '54 

57 

Trenton  NJ 

Worcester  Polytech,  BSME  '55/PhD  '77 

58 

Canonsburg  PA 

Oberlin,  BA  '54 

49 

Chicago  IL 

Blackburn,  BA  '63/Michigan,  MS  '65 

49 

Toledo  OH 

Michigan,  BSE  '63/MBA  '64 

52 

Oyersburg  TN 

Memphis  St 

46 

Silverton  OR 

Oregon  St,  BS  '68 

64 

Lexington  KY 

Kentucky,  BS  '45/MIT,  PhD  '50 

44 

Martin's  Creek  PA 

Lafayette,  BA  '68/Chicago,  MBA  '70 

78 

Israel 

61 

New  York  NY 

Webb  Institute,  BS  '52 

53 

York  PA 

Gettysburg  Col,  BA  '60 

ervice. 

NA:  Not  available. 

Background 

Tenure  (years) 
with              as 
firm            CEO 

banking 

32 

14 

banking 

27 

t 

finance 

12 

1 

banking 

3 

2 

banking 

29 

9 

operations 

41 

41 

operations 

37 

3 

technical 

40 

40 

administration 

8 

1 

technical 

16 

1 

operations 

38 

19 

sales 

21 

5 

administration 

40 

1 

legal 

13 

14 

banking 

8 

1 

technical 

39 

10 

administration 

29 

6 

technical 

3 

2 

finance 

34 

20 

technical 

21 

7 

legal 

15 

6 

insurance 

6 

6 

journalism 

21 

5 

finance 

22 

22 

legal 

30 

13 

marketing 

14 

6 

administration 

7 

6 

marketing 

6 

1 

administration 

44 

44 

operations 

1 

* 

technical 

31 

10 

marketing 

33 

10 

technical 

33 

1 

finance 

2 

2 

insurance 

22 

4 

operations 

3 

3 

administration 

33 

1 

finance 

6 

t 

technical 

16 

8 

marketing 

2 

1 

administration 

55 

14 

operations 

23 

t 

administration 

31 

11 
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Salary  -» 
($000) 

•  bonus 
%  change 

-Compensation- 
other 
($000) 

stock  gains 
($000) 

total 
($000) 

Rank 

among 

800  execs 

Stock  owned 
%            mkt  val 
($mil) 

Company  data1 
sales           profits 

($mil)            ($mil) 

Company 

$1,013 

24% 

$26 

$6 

$1,045 

369 

0.09% 

$3.5 

$2,519             $297 

First  Wachovia 

560 

NA 

29 

176 

765tt 

479 

0.10 

0.7 

976               98 

Firstar 

406 

10 

— 

— 

406 

709 

0.14 

0.2 

1,078               32 

FirstFed  Michigan 

363 

— 

7 

— 

370 

728 

0.11 

0.2 

294                 3 

FirsTier  Financial 

756 

-43 

76 

— 

831 

454 

0.14 

3.5 

3,933             -49 

Fleet/Norstar  Finl 

633 

-18 

585 

— 

1,218 

305 

17.95 

120.2 

1,449                36 

Fleetwood  Enterprises 

683 

26 

— 

14 

697 

513 

0.25 

2.9 

11,933                97 

Fleming  Cos 

367 

23 

— 

— 

367 

733 

34.32 

557.1 

273                76 

FlightSatety  Intl 

511 

28 

— 

— 

511 

630 

t 

0.1 

2,011               165 

Florida  Progress 

899 

— 

10 

— 

909 

424 

0.03 

1.2 

7,328               145 

Fluor 

1,207 

11 

114 

— 

1,321 

282 

0.60 

8.8 

3,722              155 

FMC 

795 

37 

30 

120 

946 

412 

0.83 

48.2 

5,584              173 

Food  Lion 

1,221 

— 

— 

— 

1,221 

304 

0.04 

6.4 

97,650              860 

Ford  Motor 

340 

NA 

— 

— 

340 

746 

1.66 

23.6 

162               36 

Forest  Labs 

221 

NA 

— 

— 

221 

779 

0.67 

0.3 

296               -3 

Fortune  Financial 

1,022 

130 

— 

— 

1,022 

378 

0.12 

1.2 

1,661               38 

Foster  Wheeler 

375 

-16 

21 

51 

447 

683 

0.51 

1.8 

386               18 

Fourth  Financial 

867 

9 

303 

— 

1,170 

321 

0.01 

0.5 

6,289            -391 

FPL  Group 

480 

6 

20 

— 

499 

638 

22.88 

328.4 

293               91 

Franklin  Resources 

2,018 

48 

699 

2,416 

5,132 

34 

0.93 

19.1 

1,581              314 

Freeport-McMoRan 

NA 

na' 

— 

— 

— 

— 

27.26 

241.7 

1,427               77 

Fruit  of  the  Loom 

3,369 

296 

5 

■  — 

3,373 

68 

t 

§ 

275            -119 

Fund  American  Cos 

1,300 

1 

848 

— 

2,148 

141 

0.06 

4.4 

3,442              377 

Gannett 

1,746 
780 

27 

15 

— 

1,761** 

190 

26.52 

1,125.0 

1,934               145 

Gap 

-5 

667 

— 

1,447 

249 

0.59 

3.6 

870               83 

GATX 

992 

42 

514 

— 

1,507 

236 

0.33 

9.2 

1,935              208 

Geico 

821 

3 

9 

m 

829 

457 

0.22 

0.5 

1,775               63 

GenCorp 

675 

NA 

196 

8.308 

9,180 

9 

0.01 

0.4 

447              -98 

Genentech 

1,233 

17 

439 

— 

1,672 

207 

23.41 

376.4 

2,199              120 

General  Cinema 

800* 

NA 

'   — 

— 

800 

467 

0.07 

1.2 

10,173            -578 

General  Dynamics 

2,983 

13 

— 

2,049 

5,032 

35 

0.02 

13.6 

58,414            4,303 

General  Electric 

1,431 

0 

95 

— 

1,526 

233 

0.15 

13.7 

7,032              457 

General  Mills 

869 

NA 

1,229 

91 

2,189 

136 

0.01 

3.2 

124,705          -1,986 

General  Motors 

668 

30 

67 

— 

735 

497 

t 

0.1 

2,996              278 

General  Public  Utils 

1,223 

11 

188 

497 

1,908 

168 

0.02 

1.7 

2,993              614 

General  Re 

758    * 
564 

-28 

128 

886 
564 

433 

0.08 

0.8 
1.2 

1,695             -33 
3,319              207 

G-ieral  Signal 
Genuine  Parts 

8 

— 

594 

0.04 

557 

NA 

7 

— 

564tt 

595 

3.23 

20.4 

932               95 

Georgia  Gulf 

1,500 

-12 

254 

— 

1,754 

192 

0.17 

6.7 

12,665              365 

Georgia-Pacific 

575 

NA 

155 

— 

731 

499 

0.06 

1.4 

1,178              114 

Gerber  Products 

1,213 

-3 

37 

10,241 

11,491 

6 

4.79 

83.9 

3,350              119 

Giant  Food 

785 

NA 

34 

1,153 

l,972tt 

162 

0.11 

7.8 

4,345              368 

Gillette 

661 

7 

314 

— 

974 

404 

0.12 

1.4 

625               88 

PH  Glatfelter 

'SalesandprofitsasreportedmtheForbesSOOsAnnualDirectoryissue.Apr.Zg.iggi.    *  Annualized  salary.    JLess  than  0.01%.    §Less  than  $100,000.    "Prior  year  data.    ttNewCEO; 
cash  compensation  is  for  another  executive  office.    NA:  Not  available. 
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We  immortalize  our  heroes  in  stone 
and  bronze,  but  unless  we  act  quickly,  we'll 
see  their  writings  crumble  into  dust 

One  and  a  half  centuries  of  culture 
and  science,  millions  of  irreplaceable 
books,  newspapers,  documents,  maps  and 
drawings  are  likely  to  be  lost  for  posterity. 


Most  paper  made  of  wood  pulp  -  nearly 
everything  printed  since  1850  -  is  acidic: 
it  turns  brown  and  brittle,  and  eventually 
decomposes. 

But  there  is  good  news.  The  world's 
largest  library,  in  cooperation  with 
Akzo  and  our  affiliate  Texas  Alkyls,  has 


developed  a  method  to  deacidif y  and  pre- 
serve thousands  of  books  and  documents 
simultaneously. 

Based  on  17  years  of  development 
this  process  is  now  commercially  viable 
and  under  exclusive  license  to  Akzo. 

We  are  making  it  available  to  librar- 


' 

- 

/ 

\ 

II '' 

ies,  universities  and  colleges  throughout 
the  world. 

This  preservation  of  history  is  just 
one  of  the  major  contributions  achieved 
by  our  70,000  people  in  50  countries. 

As  one  of  the  world's  largest 
chemical  companies,  we  are  active  in  the 


fields  of  chemicals,  fibers,  coatings,  salt 
and  health  care. 

Fore  more  information  please  write 
to  Akzo  America  Inc.,  Corp.  Comm.  Dept, 
111  West  40th  Street,  New  York,  N.Y.  10018. 

CREATING  THE  RIGHT  CHEMISTRY. 


AKZO 


CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 


GlenFed/Norman  M  Coulsor, 
Golden  West  Finl.  lerbert  M  Sandler*1 
Goldome/Thomas  A  Cooper 
BFGoodririi/iohnDOng 
Goodyear/Tom  K  Barrett 
WR  Grace/J  Peter  Grace 

WW  Grainger/David  W  Grainger 
Great  American  Bank/Robert  L  Kemper 
Great  American  Mgmt/Samuel  Zell 
Great  A&P  Tea/James  Wood 
Great  Lakes  Bancorp/Roy  E  Weber 
Great  Lakes  Chemical/Emerson  Kampen 

Gt  Western  Financial/James  F  Montgomery 
Greater  NY  Savings/Charles  J  Ohlig 
Greyhound  Dial/John  W  Teets 
Grumman/Renso  L  Caporali 
GTE/James  L  Johnson 
Gulf  States  Utils/E  Linn  Draper  Jr 

Halliburton/Thomas  H  Cruikshank 
Hannaford  Bros/James  L  Moody  Jr 
Hanover  Insurance/William  J  O'Brien 
Harcourt  Brace/Peter  W  Jovanovich 
Harnischfeger  Inds/William  W  Goessel 
Harris  Corp/John  T  Hartley 

Harsco/Malcolm  W  Gambill 
Hartford  Steam  Boiler/Wilson  Wilde 
Hartmarx/Harvey  A  Weinberg 
Hasbro/Alan  G  Hassenfeld 
Hawaiian  Electric/Robert  F  Clarke 
Hechinger/John  W  Hechinger  Jr 

HJ  Heinz/Anthony  J  F  O'Reilly 
Henley  Group/Michael  D  Dingman 
Hercules/Thomas  L  Gossage 
Hershey  Foods/Richard  A  Zimmerman 
Hewlett-Packard/John  A  Young 
Hibemia/Martin  C  Miler 

Hillenbrand  Inds/W  August  Hillenbrand 
Hills  Dept  Stores/Michael  Bozic 
Hilton  Hotels/Barron  Hilton 
Home  Depot/Bernard  Marcus* 
HomeFed/Robert  F  Adelizzi 
Homestake  Mining/Harry  M  Conger 
Honeywell/James  J  Renier 

•Company  founder.    'Office  jointly  held  with  Marion  0  Sandler     *New  CEO,  less  than  six  months'  service. 


ge 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

58 

Hilt  CA 

Cal  St  Long  Beach,  BA  '57/Pepperdine,  MBA  73 

banking 

34 

4 

59 

New  York  NY 

CUNY  City  Col,  BSS  '51/Columbia,  JSD  "J4 

finance 

28 

28 

54 

Philadelphia  PA 

Haverford,  BA  '57 

banking 

2 

2 

57 

Uhrichsville  OH 

Ohio  St,  BA  ■54/Harvard,  LLB  57 

operations 

30 

12 

60 

Topeka  KS 

Kansas  St,  BS  '53/MIT,  MA  *69 

technical 

38 

2 

78 

Manhasset  NY 

Yale,  BA  '36 

finance 

55 

46 

63 

Chicago  IL 

Wisconsin,  BSEE  '50 

administration 

39 

17 

62 

Sacramento  CA 

Santa  Clara  U,  BS  '50 

banking 

1 

1 

49 

Chicago  IL 

Michigan,  BA  '61/JD  '63 

finance 

10 

8 

61 

England 

sales 

11 

11 

62 

Ann  Arbor  Ml 

banking 

41 

22 

63 

Kalamazoo  Ml 

Michigan,  BS  '51 

operations 

40 

14 

56 

Topeka  KS 

UCLA,  BS  "57 

finance 

16 

12 

54 

Jamaica  NY 

Pace,  BBA  71 

finance 

10 

3 

57 

Elgin  IL 

administration 

27 

10 

58 

Batavia  NY 

Clarkson,  BCE  '54/Princeton,  PhD  '64 

technical 

32 

1 

64 

Vernon  TX 

Texas  Tech,  BA  '49 

finance 

42 

3 

49 

Houston  TX 

Rice.  BS  '65/Cornell,  PhD  70 

technical 

12 

5 

59 

Lake  Charles  LA 

Rice,  BA  '52/rlouston,  MA  '55 

legal 

22 

8 

59 

Manchester  NH 

Bates,  BA  '53 

finance 

32 

18 

58 

Yonkers  NY 

Fordham,  BS  '54 

insurance 

20 

11 

42 

New  York  NY 

Princeton,  BA  72 

administration 

11 

1 

63 

BeloitWI 

Carthage,  BA  '50 

operations 

9 

6 

61 

Jacksonville  FL 

Auburn,  BS  '55 

operations 

35 

5 

60 

Crumpler  NC 

Yale,  BS  '53 

operations 

36 

4 

63 

Hartford  CT 

Williams.  BA  '49 

insurance 

37 

20 

53 

Chicago  IL 

Wisconsin,  BS  '59 

sales 

22 

4 

42 

Providence  Rl 

Pennsylvania,  BA  70 

operations 

21 

2 

49 

Oakland  CA 

Calif  Berkeley,  BA  '65/MBA  '66 

finance 

4 

t 

41 

Washington  DC 

Boston  C,  BS  72 

operations 

19 

1 

55 

Ireland 

U  of  Dublin,  BCL  '58/U  of  Bradford,  PhD  '80 

marketing 

22 

12 

59 

New  Haven  CT 

administration 

21 

21 

57 

Nashville  TN 

Georgia  Tech,  BS  '56/MS  '57 

technical 

3 

t 

59 

Lebanon  PA 

Penn  St,  BA  '53 

operations 

33 

1 

59 

Nampa  ID 

Oregon  St,  BS  '53/Stanford,  MBA  '58 

technical 

33 

13 

56 

Mason  City  IA 

William  &  Mary,  BA  '57/Pennsylvania,  MBA  '59 

banking 

18 

18 

50 

Batesville  IN 

St  Joseph's,  BS  '65 

administration 

25 

2 

50 

Pittsburgh  PA 

Pittsburgh,  BA  "63 

operations 

t 

t 

63 

Dallas  TX 

administration 

37 

25 

62 

Newark  NJ 

Rutgers,  BS  '54 

administration 

13 

13 

56 

Philadelphia  PA 

Dartmouth,  AB  '57/U  of  San  Diego,  JD  '63 

legal 

28 

1 

60 

Seattle  WA 

Colo  Sch  Mines,  EM  '55 

technical 

16 

12 

61 

Duluth  MN 

Col  of  St  Thomas,  BS  '51/lowa  St,  PhD  '55 

technical 

35 

4 
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Rank 

among 

800  execs 

Stock  owned 
%            mkt  val 
($mil) 

Company  data1 
sales           profits 
($mil)           ($mil) 

Company 

Salary-) 
($000) 

•  bonus 
%  change 

wUlf  IfJcllbdlluii 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

$681 

-10% 

$16 

$167 

$864 

444 

0.14%            $0.4 

$2,338            $-71 

GlenFed 

721 

8 

4 

697 

1,421 

253 

7.02             150.1 

2,127              182 

Golden  West  Finl 

1,000 

36 

57 

— 

1,057 

363 

0.07               § 

1,251                 6 

Goldome 

1,003 

-3 

823 

68 

1,893 

172 

0.25                2.4 

2,433              136 

BF  Goodrich 

800 

-16 

80 

— 

880 

438 

0.03               0.3 

11,273              -38 

Goodyear 

1,585 

4 

86 

— 

1,671 

209 

0.36                9.7 

6,754              203 

WR  Grace 

720 

-15 

321 

— 

1,041 

370 

10.73             239.1 

1,935              127 

WW  Grainger 

420* 

NA 

20 

— 

440 

691 

t                 § 

1,400            -342 

Great  American  Bank 

8 

— 

— 

— 

— 

— 

73.732            261.7 

1,871               72 

Great  American  Mgmt 

3,421 

7 

8 

— 

3,429 

66 

0.03                0.6 

11,391              151 

Great  A&P  Tea 

428 

-9 

— 

— 

428 

697 

1.12                0.6 

369             -27 

Great  Lakes  Bancorp 

924 

12 

6 

179 

1,108 

343 

0.78              22.0 

1,066              141 

Great  Lakes  Chemical 

1,351 

4 

93 

— 

1,443 

251 

0.15               3.3 

4,212              193 

Gt  Western  Financial 

440 

1 

54 

— 

494 

642 

0.17               § 

281              -17 

Greater  NY  Savings 

2,035 

16 

944 

— 

2,979 

79 

1.11              15.0 

3,519               16 

Greyhound  Dial 

435 

NA 

44 

— 

479 

652 

0.11                0.6 

3,990               86 

Grumman 

1,742 

23 

403 

— 

2,145 

143 

t                   1.5 

18,374            1,541 

GTE 

350 

2 

10 

— 

360 

737 

0.02               0.2 

1,691              -44 

Gulf  States  Utils 

1,100 

63 

579 

— 

1,679 

206 

0.09                4.4 

6,926               197 

Halliburton 

513 

-28      ■ 

578 

1 

1,092 

352 

1.75               14.8 

1,688               42 

Hannaford  Bros 

406 

9 

— 

— 

406 

711 

0.16                1.0 

1,749               53 

Hanover  Insurance 

400 

— 

4 

■  — 

404** 

714 

0.14                § 

1,413              -81 

Harcourt  Brace 

961 

6 

— 

1,290 

2,252 

128 

0.75                4.5 

1,717               69 

Harnischfeger  Inds 

1,078 

28 

32 

129 

1,239 

299 

0.04                0.4 

3,054               36 

Harris  Corp 

623 

10 

163 

— 

786 

470 

0.18               1.2 

1,760               73 

Harsco 

943 

17 

420 

754 

2,117 

149 

0.42               5.4 

562               79 

Hartford  Steam  Boiler 

565 

NA 

12 

• 

577 

584 

0.17                0.4 

1,296              -62 

Hartmarx 

1,148 

15 

67 

— 

1,215 

306 

3.50              55.8 

1,520               89 

Hasbro 

223 

NA 

132 

— 

355tt 

740 

0.02                0.2 

1,011                44 

Hawaiian  Electric 

427 

NA 

— 

— 

427** 

699 

1.37               5.5 

1,392                23 

Hechinger 

1,231 

9 

2,041 

— 

3,272 

72 

0.21              20.6 

6,503              547 

HJ  Heinz 

850 

-16 

20 

— 

870 

441 

0.52                2.4 

1,871            -101 

Henley  Group 

461 

NA 

9 

— 

470tt 

665 

0.12                1.9 

3,200                96 

Hercules 

770 

-4 

488 

— 

1,258 

298 

0.17                6.4 

2,716              216 

Hershey  Foods 

1,498 

-5 

2,478 

394 

4,370 

45 

0.06               8.2 

13,538              771 

Hewlett-Packard 

512 

-57 

182 

— 

694 

515 

0.48                1.0 

829              -11 

Hijernia 

781 

0 

284 

— 

1,065 

361 

5.44              85.9 

1,107                76 

Hillenbrand  Inds 

NA 

NA 

— 

— 

— 

— 

t                 § 

2,188               -6 

Hills  Dept  Stores 

1,050 

9 

4 

— 

1,054 

366 

24.75             501.1 

1,087               113 

Hilton  Hotels 

1,587 

0 

159 

— 

1,745 

194 

4.85             341.6 

3,815               163 

Home  Depot 

522 

— 

9 

79 

611 

564 

0.05               § 

1,906            -248 

HomeFed 

661 

7 

13 

41 

715 

505 

0.14               2.0 

482               21 

Homestake  Mining 

1,469 

8 

238 

342 

2,049 

158 

0.15                6.4 

6,309              382 

Honeywell 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    2Shares  indirectly  held.    'Annualized  salary.    JLess  than  0.01%.    §Less  than  $100,000. 
year  data.    ttNew  CEO;  cash  compensation  is  for  another  executive  office.    tIDirectors  fees  only.    NA:  Not  available. 
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Company/Chief  executive 


Geo  A  Hormel/Rici--:  L  I  ^'iton 
Household  Intl/Donaid  C  Clark 
Houston  Industries/Don  D  Jordan 
Howard  Savings  Bank'Wiliiam  P  Tuggle  III 
Hubbell/G  J  Ratcliffe 
Humana  Oavid  A  Jones* 

Huntington  Bcshs/Frank  Wobst 
ICH/John  Franco 
Idaho  Power/Joseph  W  Marshall 
Illinois  Power/Larry  D  Haab 
Illinois  Tool  Works/John  D  Nichols 
IMC  Fertilizer  Group/Billie  B  Turner 

Imcera  Group/George  D  Kennedy 
INB  Financial/Thomas  M  Miller 
I  ngersol  I- Rand/Theodore  H  Black 
Inland  Steel  Inds/Frank  W  Luerssen 
Inspiration  Resource/Reuben  F  Richards 
Integra  Financial/William  F  Roemer 

Intel/Andrew  S  Grove 

Intelligent  Electron/Richard  D  Sanford* 

Interco/Richard  B  Loynd 

Intergraph/James  W  Meadlock* 

IBM/John  F  Akers 

Intl  Flavors  &  Frags/Eugene  P  Grisanti 

Intl  Multifoods/Anthony  Luiso 
International  Paper/John  A  Georges 
Interpublic  Group/Philip  H  Geier  Jr 
Ipalco  Enterprises/John  R  Hodowal 
Itel/Samuel  Zell 
ITT/Rand  V  Araskog 

James  River  Corp  Va/Robert  C  Williams* 
Jefferson  Pilot/W  Roger  Soles 
Johnson  &  Johnson/Ralph  S  Larsen 
Johnson  Controls/James  H  Keyes 
Jostens/H  William  Lurton 
JWP/Andrew  T  Dwyer 

Kansas  City  P&L/Drue  Jennings 
Kansas  Power  &  Light/John  E  Hayes  Jr 
Kaufman  &  Broad  Home/Bruce  E  Karatz 
Kellogg/William  E  LaMothe 
Kelly  Services/Terence  E  Adderley 
Kemper/Joseph  E  Luecke 
Kentucky  Utilities/John  T  Newton 

'Company  founder.    tNew  CEO,  less  than  six  months'  service. 


Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm             CEO 

58 

Austin  MN 

Colorado,  BA  '54 

marketing 

43 

10 

59 

Brooklyn  NY 

Clarkson.  BBA  '53/Northwestern.  MBA  '61 

finance 

36 

9 

59 

Corp  Christi  TX 

Texas.  BBA  54/S  Texas  Col  of  Law.  JD  '69 

legal 

35 

14 

58 

El  Dorado  AK 

North  Carolina.  BS  '55/MBA  '59 

banking 

1 

1 

54 

Charleston  WV 

Virginia,  LLB  '61 

legal 

17 

3 

59 

Louisville  KY 
Germany 

Louisville,  BS  '54/Yale,  JD  '60 

legal 

30 

30 

57 

U  of  Erlangen,  BA  '55/Rutgers,  MBA  '64 

banking 

17 

10 

49 

New  York  NY 

Columbia.  AB  '63/NYU,  LLB  '67 

finance 

2 

2 

52 

Twin  Falls  ID 

US  Naval  Acad,  BS  '61 

technical 

22 

2 

53 

Fairbury  IL 

Millikin,  BS  '59 

operations 

26 

t 

60 

China 

Harvard,  BA  '53/MBA  '55 

operations 

11 

9 

60 

Whitesboro  TX 

Texas  A&M.BS '52 

sales 

37 

8 

64 

Pittsburgh  PA 

Williams.  BA  '48 

administration 

20 

8 

61 

Corydon  IN 

Indiana,  BS  '52 

banking 

37 

10 

62 

Jersey  City  NJ 

US  Naval  Acad.  BS  '53 

technical 

34 

3 

63 

Reading  PA 

Penn  St,  BS  '50/Lehigh,  MS  '51 

technical 

39 

8 

61 

New  York  NY 

Harvard,  AB  '52 

banking 

9 

8 

57 

Youngstown  OH 

Princeton,  BA  '55 

banking 

21 

12 

54 

Hungary 

CUNY  City  Col.  BS  '60/Calif  Berkeley,  PhD  '63 

technical 

23 

4 

47 

New  York  NY 

Hofstra.  BA  71 

finance 

9 

9 

63 

Nomstown  PA 

Cornell,  BSEE  '50 

administration 

2 

2 

57 

Taylorsville  NC 

North  Carolina  St,  BS  '56 

technical 

22 

22 

56 

Boston  MA 

Yale,  BS  '56 

marketing 

31 

6 

61 

Buffalo  NY 

Boston  U,  LLB  '53/Harvard.  LLM  '54 

legal 

31 

6 

47 

Italy 

lona.  BA  '67/Chicago,  MBA  '82 

finance 

4 

2 

60 

El  Paso  TX 

Illinois.  BS  '51/Drexel,  MS  '57 

technical 

12 

7 

56 

Pontiac  Ml 

Colgate.  BA  '57/Columbia.  MBA  '58 

administration 

16 

11 

46 

Dayton  OH 

Purdue.  BSIE  '66/lndiana,  JD  '70 

technical 

23 

2 

49 

Chicago  IL 

Michigan,  BA  61/JD  '63 

finance 

23 

23 

59 

Fergus  Falls  MN 

US  Military  Acad,  BS  '53 

administration 

24 

12 

61 

Cincinnati  OH 

Cincinnati,  BSME  '53/Xavier.  MBA  '57 

technical 

32 

1 

70 

Whiteville  NC 

North  Carolina,  BS  '47 

finance 

44 

24 

52 

Brooklyn  NY 

Hofstra,  BBA  '62 

operations 

29 

2 

50 

La  Crosse  Wl 

Marquette,  BS  '62/Northwestern,  MBA  '63 

finance 

25 

3 

61 

Greenwich  CT 

Principia,  BA  '51 

sales 

36 

19 

42 

Mornstown  NJ 

Yale.  BA'71/New  York  Law  Sch.JD  74 

legal 

15 

6 

44 

Topeka  KS 

Kansas.  BS  68/JD  72 

legal 

17 

3 

53 

Kansas  City  MO 

Rockhurst,  BS  '59 

administration 

2 

2 

45 

Chicago  IL 

Boston  U.  BA  '67/USC,  JD  70 

legal 

19 

5 

64 

Brooklyn  NY 

Fordham,  BA  '50 

marketing 

41 

12 

57 

Detroit  Ml 

Michigan,  BBA  '55/MBA  '56 

finance 

33 

24 

64 

Philadelphia  PA 

La  Salle,  BA  '50 

insurance 

40 

12 

60 

Shelcyville  KY 

Western  Kentucky,  BS  '52 

finance 

33 

4 
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Rank 

among 

800  execs 

Stock  owned 
%             mkt  val 
($mil) 

Company  data1 
sales           profits 
($mil)           ($mil) 

Company 

Salary  + 
($000) 

bonus 
%  change 

-VAJIIipClliaLIUH 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

$1,595 

53% 

$9 

$1,900 

$3,504 

62 

0.26%            $4.4 

$2,762              $83 

Geo  A  Hormel 

1,422 

23 

1,207 

— 

2,629 

98 

0.40               6.8 

4,320              235 

Household  Intl 

688 

0 

150 

— 

838 

450 

0.03                1.5 

4,179              340 

Houston  Industries 

554 

NA 

— 

— 

554 

599 

t                 § 

439            -161 

Howard  Savings  Bank 

724 

13 

3 

573 

1,300 

287 

0.28               4.0 

720               86 

Hubbell 
Humana 

1,142 

10 

161 

— 

1,303 

285 

2.21             117.6 

5,261              332 

721 

-15 

147 

— 

867 

442 

0.61               5.7 

1,256               85 

Huntington  Bcshs 

500 

0 

— 

— 

500 

635 

1.35               3.4 

1,905            -220 

ICH 

235 

— 

7 

— 

243 

777 

0.03               0.3 

465               69 

Idaho  Power 

283 

NA 

6 

— 

289tt 

764 

t                  0.1 

1,396             -79 

Illinois  Power 

842 

12 

8 

3,690 

4,540 

40 

0.47              14.4 

2,544              182 

Illinois  Tool  Works 

807 

-6 

293 

263 

1,363 

268 

0.21                2.3 

1,134               89 

IMC  Fertilizer  Group 

1,151 

16 

1,238 

— 

2,390 

121 

0.38               8.4 

1,555               77 

Imcera  Group 

447 

-22 

335 

— 

782 

472 

0.78               3.6 

657               41 

IN8  Financial 

1,197 

9 

376 

290 

1,863 

176 

0.04               1.0 

3,738              185 

Ingersoll-Rand 

492 

-33 

— 

229 

721 

504 

0.23                1.4 

3,870             -21 

Inland  Steel  Inds 

683 

4 

45 

— 

728 

500 

0.02                § 

1,361            -109 

Inspiration  Resource 

346 

15 

72 

— 

418 

705 

0.09                0.4 

740                26 

Integra  Financial 

860 

23 

22 

— 

882 

435 

0.11               11.7 

3,921              650 

Intel 

865 

NA 

— 

— 

865 

443 

15.69              71.9 

1,534               34 

Intelligent  Electron 

679 

-9 

— 

— 

679 

523 

t                 § 

1,475            -133 

Interco 

300 

0 

10 

■  — 

310 

760 

3.08              44.3 

1,045               63 

Intergraph 

2,028 

185 

600 

647 

3,275 

71 

t                  4.8 

69,018            6,020 

IBM 

713 

8 

18 

216 

946 

411 

1.12              34.5 

963              157 

Intl  Flavors  &  Frags 

374* 

0 

2 

— 

376 

725 

0.05               0.3 

2,178               31 

Intl  Multifoods 

1,440 

10 

1,146 

— 

2,586 

101 

0.15              10.2 

12,960              569 

International  Paper 

1,635 

-4 

2,024 

» 

3,659 

56 

1.34              22.8 

1,329               80 

Interpublic  Group 

481 

2 

59 

— 

540 

614 

0.03               0.3 

611               97 

Ipalco  Enterprises 

1,000 

-10 

— 

— 

1,000 

386 

22.10             127.2 

1,977              132 

Itel 

3,888 

63 

3,393 

— 

7,281 

15 

0.33              22.7 

20,604              958 

ITT 

838 

NA 

19 

436 

l,294tt 

288 

0.65              13.8 

5,416               78 

James  River  Corp  Va 

1,408 

45 

— 

— 

1,408 

257 

0.26               3.8 

1,163              158 

Jefferson-Pilot 

1,082 

28 

945 

78 

2,104 

152 

t                  2.9 

11,232            1,143 

Johnson  &  Johnson 

705 

-6 

4 

188 

897 

427 

0.11                1.3 

4,582                89 

Johnson  Controls 

1,006 

14 

17 

4,973 

5,996 

29 

0.88              11.6 

821               62 

Jostens 

1,574  k* 

24 

1 

— 

1,575 

222 

4.24              32.8 

2,827               59 

.VP 

364 

-1 

21 

— 

384 

720 

0.02               0.2 

761              103 

Kansas  City  P&L 

421 

NA 

— 

— 

421 

701 

0.01               § 

1,150               80 

Kansas  Power  &  Light 

1,826 

-39 

582 

— 

2,408 

118 

0.79               3.4 

1,366               40 

Kaufman  &  Broad  Home 

1,568 

47 

836 

1,934 

4,337 

46 

0.24              27.1 

5,181              503 

Kellogg 

705 

12 

— 

— 

705 

508 

5.47              61.3 

1,471                71 

Kelly  Services 

731      . 

12 

470 

— 

1,201 

315 

0.22               3.9 

2,929               12 

Kemper 

421 

47 

— 

— 

421 

703 

0.05                0.4 

554               80 

Kentucky  Utilities 

'Salesand  prof  its  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    'Annualized  salary.    tLess  than  0.01%.    §Less  than  $100,000.    ttNewCEO;  cash  compensation  is 
for  another  executive  office.    NA:  Not  available. 
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3:32  PM 


Jamie  Conlon's  first  step 

proves  NEC's  laser  technology 

can  help  solve  infertility. 


Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser"  surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant.     - 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser.  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today. 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 
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CORPORATE  AMERICA'S  MOST  POWERFOL  PEOPLE 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

Kerr-McGee/Frank  A  McPherson 

58 

Stillwater  OK 

Oklahoma  St,  BS  '57 

operations 

34 

8 

KeyCorp/Victor  J  Riley  Jr 

59 

Buffalo  NY 

Notre  Dame,  BA  '53 

finance 

27 

17 

Kimberly-Clark/Darwin  E  Smith 

65 

Garrett  IN 

Harvard,  LLB  '55 

legal 

33 

19 

King  World  Prods/Michael  King 

43 

Summit  NJ 

Fairleigh  Dickinson,  BA  71 

marketing 

18 

7 

Kmart/Joseph  E  Antonini 

49 

Morgantown  WV 

West  Virginia,  BS  '64 

sales 

27 

4 

Knight-Ridder/James  K  Batten 

55 

Suffolk  VA 

Davidson,  BS  '57/Princeton,  MPA  '62 

journalism 

34 

3 

Kroger/Joseph  A  Pichler 

51 

St  Louis  MO 

Notre  Dame,  BA  '61/Chicago,  PhD  '65 

administration 

11 

1 

Lafarge/Robert  W  Murdoch 

49 

Australia 

U  of  Brit  Columbia,  BA  '64/U  of  Toronto,  LLB  '67 

administration 

24 

2 

LG&E  Energy/Roger  W  Hale 

47 

Baltimore  MO 

Maryland,  BA  '65/MIT,  MS  '79 

marketing 

2 

2 

Liberty  National/Joseph  W  Phelps 

64 

Richmond  KY 

banking 

33 

1 

Eli  Lilly/Richard  D  Wood 

64 

Brazil  IN 

Purdue,  BS  '48/Pennsylvania,  MBA  '50 

marketing 

41 

18 

Limited/Leslie  H  Wexner* 

53 

Dayton  OH 

Ohio  St,  BS  '59 

sales 

28 

28 

Lincoln  National/Ian  M  Rolland 

57 

Fort  Wayne  IN 

DePauw,  BA  '55/Michigan,  MA  '56 

insurance 

35 

14 

Litton  Industries/Orion  L  Hoch 

62 

Canonsburg  PA 

Carnegie-Mellon,  BS  '52/Stanford,  PhD  '57 

technical 

34 

4 

Liz  Claiborne/Jerome  A  Chazen* 

64 

New  York  NY 

Wisconsin,  BA  '48/Columbia,  MBA  '50 

finance 

14 

2 

Lockheed/Daniel  M  Tellep 

59 

Forest  City  PA 

Calif  Berkeley,  BSME  '54/MSEE  '55 

technical 

36 

2 

Loctite/Kenneth  W  Butterworth 

65 

Australia 

Sydney  Tech,  BS '55 

technical 

15 

6 

Loews/Laurence  A  Tisch1 

68 

Brooklyn  NY 

NYU,  BS  '42/Pennsylvania,  MA  "43 

finance 

32 

31 

Lone  Star  Tech/John  P  Harbin 

73 

Waxahachie  TX 

Texas,  BA  '39 

finance 

2 

2 

Long  Island  Lighting/William  J  Catacosinos 

61 

New  York  NY 

NYU,  BS  '51/PhD  '62 

technical 

12 

7 

Longs  Drug  Stores/Robert  M  Long 

53 

Oakland  CA 

Claremont  Mens  C,  BA  '60 

sales 

30 

14 

Loral/Bernard  L  Schwartz 

65 

New  York  NY 

CUNY  City  Col,  BBA '48 

administration 

19 

19 

Louisiana  Land/H  Leighton  Steward 

56 

Fairfield  TX 

Southern  Methodist,  BS  '58/MS  '60 

administration 

9 

2 

Louisiana-Pacific/Harry  A  Merlo 

66 

Stirling  City  CA 

Calif  Berkeley,  BS  '49 

marketing 

41 

17 

Lowe's  Cos/Leonard  G  Herring 

63 

Snow  Hill  NC 

N  Carolina,  BS  '48 

finance 

35 

13 

LTV/David  H  Hoag 

51 

Pittsburgh  PA 

Allegheny,  BA  '60 

marketing 

31 

X 

Lubrizol/Lester  E  Coleman 

60 

Akron  OH 

Akron,  BS  '52/lllinois,  PhD  '55 

technical 

36 

13 

Lyondell  Petrochem/Bob  G  Gower 

53 

West  Franfort  IL 

Southern  Illinois,  BA  '58/Minnesota,  PhD  '63 

technical 

28 

3 

Magma  Copper/J  Burgess  Winter 

58 

Ireland 

Belfast  Tech,  BS  '56 

technical 

3 

3 

Manufacturers  Hanover/John  F  McGillicuddy 

60 

Harrison  NY 

Princeton,  BA  '52/Harvard,  LLB  '55 

banking 

32 

12 

Manufacturers  Natl/Gerald  V  MacDonald 

52 

Detroit  Ml 

Michigan,  BA  '60 

banking 

31 

1 

Manville/W  Thomas  Stephens 

48 

Crossett  AR 

Arkansas,  BS  '65/MS  '66 

operations 

28 

5 

Mapco/James  E  Barnes 

57 

Ponca  City  OK 

Oklahoma  St,  BS  '57 

operations 

8 

7 

Marion  Merreil  Dow/Joseph  G  Temple  Jr 

61 

New  York  NY 

Purdue,  BSCHE  '51 

technical 

40 

1 

Marriott/J  Willard  Marriott  Jr 

59 

Washington  DC 

Utah,  BS  '54 

administration 

35 

19 

Marsh  &  McLennan  Cos/Frank  J  Tasco 

63 

New  York  NY 

NYU,  BA  '49 

insurance 

37 

5 

Marshall  &  llsley/i';v        .her 

70 

Milwaukee  Wl 

U  Wisconsin  Milwaukee,  BA  '43 

banking 

45 

33 

Martin  Marietta/Nornid 

55 

Denver  CO 

Princeton,  BS  '57/MS  '59 

technical 

14 

3 

Masco/Richard  A  Manoogid 

54 

Long  Branch  NJ 

Yale,  BA  '58 

administration 

33 

23 

Masco  Industries/Run 

54 

Long  Branch  NJ 

Yale,  BA  '58 

administration 

33 

6 

Mattel/John  W  Amerman 

59 

Newark  NJ 

Dartmouth,  BA  '53/MBA  '54 

marketing 

11 

4 

Maxxam/Charles  E  Hurwitz 

51 

Kilgore  TX 

Oklahoma,  BS  '62 

finance 

13 

11 

May  Dept  Stores/David  C  Farrell 

'Company  founder.    'Office  jointly  held  with  Pi 

■-1 

Chicago  IL 

Antioch,  BA  '56 

sales 

35 

12 

i 

tNew  CEO,  less  than 

six  months'  service. 
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Compensation « 

Salary  +  bonus  other        stock  gains 

($000)        %  change        ($000)         ($000) 


$792 
1,003 
1,368 
1,885 
993 
636 

763 
502 
504 
413 
1,781 
1,829 

1,391 
1,336 
1,226 


547 
590 
922 
878 

650 
1,082 

450 

859 

1,690 

1,456 

761 

1,559 


2% 
-9 

5 
13 
10 
-6 

NA 
-6 


31 
11 

25 
20 
53 


12 

NA 

48 

8 

NA 
-36 


-38 
20 
NA 

-25 
9 


$29 

4 

2,720 

10 

32 

3 

28 

14 

153 

18 

971 

126 


57 
52 


$1,044 
287 

335 
80 


4,379 


total 
($000) 

$1,866 
1,007 
4,375 
1,895 
1,024 
975 

872 
516 
657 
432 
7,131 
1,955 

1,391 
1,393 
1,278 


Rank 

Stock  owned 

Company  data1 

among 

%            mktval 

sales           profits 

800  execs 

($mil) 

($mil)           ($mil) 

Company 


Kerr-McGee 

KeyCorp 

Kimberly-Clark 

King  World  Prods 

Kmart 

Knight-Ridder 

Kroger 
Lafarge 
LG&E  Energy 
Liberty  National 
Eli  Lilly 
Limited 

Lincoln  National 
Litton  Industries 
Liz  Claiborne 
Lockheed 
Loctite 
Loews 

Lone  Star  Tech 
Long  Island  Lighting 
Longs  Drug  Stores 
Loral 

Louisiana  Land 
Louisiana-Pacitic 

Lowe's  Cos 

LTV 

Lubrizol 

Lyondell  Petrochem 

Magma  Copper 

Manufacturers  Hanover 

Manufacturers  Natl 

Manville 

Mapco 

Marion  Merrell  Dow 

Marriott 

Mb.sh  &  McLennan  Cos 

Marshall  &  llsley 

Martin  Marietta 

Masco 

Masco  Industries 

Mattel 

Maxxam 

May  Dept  Stores 

1SalesandprofitsasreportedintheForbes500sAnnualDirectoryissue,  Apr.  29, 1991.    indirect  ownership.    JLess  than  0.01%.    §Less  than  $100,000.    **Prioryear  data.    ttNewCEO; 
cash  compensation  is  for  another  executive  office.    NA:  Not  available. 


1,011 

32 

99 

3 

1,113 

558 

NA 

7 

116 

681 

333 

35 

18 

— 

351 

377 

NA 

— 

'  — 

377 

395 

0 

9 

— 

404 

440 

7 

10 

— 

451 

3,213 

84 

3 

•— 

3,216 

743 

12 

40 

455 

1,238 

650 

13 

1,835 

— 

2,485 

31 
182 

43 

4 

105 

16 

244 
100 
268 

330 

183 


— 

578 

— 

773tt 

169     . 

1,133 

— 

881 

— 

755 

— 

1,098 

4,156 


1,070 


694 
959 
6,114 
1,456 
1,091 
2,812 


175 

383 
44 
171 
376 
403 


629 
538 
696 
17 
165 

264 
263 
292 
340 
520 
741 

722 
713 
681 
73 
300 
109 

583 
478 
331 
437 
484 
348 

514 
407 
28 
247 
353 


0.10% 

0.05 

0.23 

8.84 

0.02 

0.03 

0.27 
t 

t 

0.51 

0.09 

24.85 

0.06 
0.23 
3.99 
0.01 
0.55 
13.69 

0.02 
0.01 
10.19 
2.50 
0.11 
0.94 

1.31 
t 

0.26 
0.06 
0.59 
0.24 

0.27 

0.13 

0.41 

t 

8.77 
0.16 


$2.2 
0.6 

17.0 

101.2 

1.6 

0.9 

5.3 
§ 
§ 

1.7 

20.5 

2,656.0 

1.3 
4.3 
160.6 
0.3 
6.4 
1,019.2 

§ 

0.3 
87.4 
25.9 

1.3 
12.1 

15.2 

§ 

5.1 

1.1 

1.1 

4.6 

2.5 
0.4 
6.7 
0.7 
151.1 
9.1 


$3,683 

1,800 

6,407 

460 

32,339 
2,305 

20,261 

1,598 

699 

375 

5,192 

5,254 

8,443 
5,155 
1,729 
9,958 
555 
11,799 

612 
2,447 
2,334 
1,789 

858 
1,793 

2,833 
6,138 
1,453 
6,495 
767 
7,695 

1,162 
2,245 
2,708 
2,462 
7,646 
2,723 


$150 
148 
432 
87 
756 
149 

83 
50 
73 
33 
1,127 
398 

192 
171 
206 
335 
67 
805 

46 
320 
60 
85 
55 
91 

71 

71 

190 

356 

80 

139 

108 
111 
130 
487 
47 
304 


836 

39 

702 

— 

1,538 

231 

0.97 

7.3 

833 

71 

1,122 

9 

41 

— 

1,163 

324 

0.08 

2.1 

6,126 

328 

1,056 

-2 

2,477 

3,391 

6,924" 

22 

1.42 

52.0 

3,209 

139 

280 

-7 

— 

— 

280** 

767 

8.72 

34.9 

1,562 

-24 

1,221 

11 

1,347 

238 

2,806 

88 

0.20 

2.7 

1,471 

91 

3,977 

1 

83 

497 

4,557** 

39 

30.912 

116.9 

2,361 

144 

1,505 

-2 

25 

1,317 

2,847 

84 

0.31 

21.9 

10,066 

500 

Forbes  ■  May  27,  1991 


267 


CORPORATE  AMERICA'S  MOST  POWERFOL  PEOPLE 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years)              \ 
with               as 
firm            CEO 

Maytag/Daniel  J  Krumm 

64 

Sioux  City  IA 

U  of  Iowa,  BA  '50 

marketing 

38 

17 

MBIA/William  0  Bailey 

64 

Syracuse  NY 

Dartmouth,  AB  '47/Pennsylvania,  MBA  ^49 

finance 

4 

4 

McCaw  Cellular/Craig  0  McCaw* 

41 

Centralia  WA 

Stanford.  BA  '73 

administration 

25 

11 

McCormick  &  Co/Charles  P  McCormick  Jr 

62 

Baltimore  MD 

sales 

42 

4 

McDonald's/Michael  R  Quinlan 

46 

Chicago  IL 

Loyola,  BS  '67/MBA  70 

administration 

25 

4 

McDonnell  Douglas/John  F  McDonnell 

53 

Baltimore  MD 

Princeton.  BS  '60/MS  '62 

administration 

29 

3 

McGraw-Hill/Joseph  L  Dionne 

57 

Montgomery  AL 

Hofstra,  BA  '55/Columbia,  EdD  '65 

operations 

25 

8 

MCI  Communications/William  G  McGowan* 

63 

Ashley  PA 

King's,  BS  '52/Harvard,  MBA  '54 

operations 

23 

23 

McKesson/Alan  Seelenfreund 

54 

New  York  NY 

Cornell,  BME  '59/Stanford.  PhD  '67 

technical 

16 

2 

Mead/Burnell  R  Roberts 

64 

Lafayette  Wl 

U  Wis  Milw,  BBA  50/Harvard,  MBA  '57 

finance 

25 

9 

Medco  Containment/Martin  J  Wygod* 

51 

New  York  NY 

NYU,  BA  '60 

finance 

8 

8 

Medtronic/William  W  George 

48 

Muskegon  Ml 

Georgia  Tech,  BSIE  '64/Harvard,  MBA  '66 

technical 

2 

t 

Mellon  Bank/Frank  V  Cahouet 

59 

Boston  MA 

Harvard,  BA  '54/Pennsylvama,  MBA  '59 

banking 

4 

4 

Melville/Stanley  P  Goldstein 

56 

Woonsocket  Rl 

Pennsylvania,  BS  '55 

sales 

28 

4 

Mercantile  Bancorp/Thomas  H  Jacobsen 

51 

Chicago  IL 

Lake  Forest,  BS  '63/Chicago.  MBA  '68 

banking 

2 

2 

Mercantile  Bkshs/H  Furlong  Baldwin 

59 

Baltimore  MD 

Princeton,  AB  '54 

banking 

35 

15 

Mercantile  Stores/David  R  Huhn 

53 

Cincinnati  OH 

Xavier.  BS  '59 

sales 

32 

2 

Merchants  National/Otto  N  Frenzel  III 

60 

Indianapolis  IN 

Pennsylvania.  BS  '54 

banking 

37 

18 

Merck/P  Roy  Vagelos 

61 

Westfield  NJ 

Pennsylvania.  AB  '50/Columbia,  MD  '54 

technical 

16 

6 

Meridian  Bancorp/Samuel  A  McCullough 

52 

Pittsburgh  PA 

Pittsburgh.  BBA  '60 

banking 

16 

13 

Meritor  Savings  Bank/Roger  S  Hi  1  la s 

64 

Wincote  PA 

Dartmouth,  AB  '49/Pennsylvama.  MBA  '51 

banking 

3 

3 

Merrill  Lynch/William  A  Schreyer 

63 

Williamsport  PA 

Penn  St,  BA  '48 

finance 

43 

7 

Fred  Meyer/Frederick  M  Stevens1 

54 

Jonesboro  AR 

Louisiana  St,  BS  '59 

sales 

3 

3 

Michigan  National/Robert  J  Mylod 

51 

Brooklyn  NY 

St  John's.  BA  '61 

banking 

6 

6 

Microsoft/William  H  Gates  III* 

34 

Seattle  WA 

technical 

16 

10 

Midlantic/Garry  J  Scheuring 

51 

Fairmont  MN 

Notre  Dame.  BS  '61/Chicago,  MBA  '64 

banking 

t 

t 

Millipore/John  AGilmartin 

49 

Hackensack  NJ 

Penn  St,  BA  '65/Harvard,  MBA  '67 

finance 

12 

5 

Minn  Mining  &  Mfg/Allen  FJacobson 

64 

Omaha  NE 

Iowa  St,  BS  '47 

operations 

44 

5 

Minnesota  Power  &  Lt/Arend  J  Sandbulte 

57 

Sioux  Center  IA 

Iowa  St,  BSEE  '59/Minnesota,  MBA  '66 

finance 

27 

3 

MNC  Financial/Alfred  Lerner 

58 

New  York  NY 

Columbia,  BA  '55 

finance 

8 

1 

Mobil/Allen  E  Murray 

62 

New  York  NY 

NYU,  BS  '56 

finance 

38 

5 

Molex/F,3derickAKrehbiel 

49 

Hinsdale  IL 

Lake  Forest,  BA  '63 

operations 

26 

3 

Monarch  Capital/Roger  T  Servison 

45 

Columbus  OH 

U  of  Iowa,  BA  '67/Harvard.  MBA  '69 

finance 

1 

1 

Monsanto/Richard  J  Mahoney 

57 

Springfield  MA 

U  of  Massachusetts,  BS  '55 

marketing 

29 

8 

Montana  Power/Warren  P  Schmechel 

63 

Carnngton  ND 

Montana  St,  BSEE  '53 

operations 

38 

8 

JP  Morgan  &  Co/Dennis  Weatherstone 

60 

England 

banking 

45 

1 

Morgan  Stanley/Richard  B  Fisher 

54 

Philadelphia  PA 

Princeton,  BA'57/Harvard,  MBA '62 

banking 

29 

t 

Morrison  Knudsen/William  J  Agee 

53 

Boise  ID 

Idaho,  BS  '60/Harvard,  MBA  '63 

finance 

3 

3 

Morton  International/Charles  S  Locke 

62 

Laurel  Ml 

Mississippi,  BBA  '52/MS  '55 

finance 

16 

11 

Motorola/George  M  C  Fisher 

50 

Anna  IL 

Illinois,  BS  '62/Brown,  PhD  '66 

technical 

15 

3 

Multibank  Financial/David  B  Lynch 

64 

New  York  NY 

Yale,  BA  '50/NYU,  LLB  '55 

finance 

16 

16 

Murphy  Oil/Jack  WMcNutt 

56 

Norphlet  AR 

Harding,  BS  '56/Columbia,  MS  '57 

finance 

34 

3 

Nacco  Industries/Ward  Smith 

60 

Buffalo  NY 

Harvard,  AB  '52/SUNY  Buffalo,  JD  '55 

legal 

5 

5 

'Company  founder.    'Resigned  1/26/91.    {New  CEO,  less  than  six  months' service. 
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Compensation Rank 

Salary  +  bonus  other        stock  gains         total  among 

($000)        %  change        ($000)         ($000)  ($000)       800  execs 


Stock  owned 
/o  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$926 

-25% 

$408 

— 

$1,333 

279 

0.16% 

$2.6 

$3,057 

$99 

Maytag 

775 

8 

306 

— 

1,081 

357 

0.05 

0.7 

224 

127 

MBIA 

209 

-28 

— 

— 

209 

781 

8.26 

407.0 

1,037 

371 

McCaw  Cellular 

1,000 

14 

11 

$316 

1,327 

280 

0.59 

8.8 

1,323 

69 

McCormick  &  Co 

1,250 

24 

183 

176 

1,609 

216 

0.06 

8.1 

6,640 

802 

McDonald's 

578 

-9 

20 

— 

598 

572 

3.41 

61.1 

16,255 

306 

McDonnell  Douglas 

1,029 

6 

463 

169 

1,660 

210 

0.23 

6.9 

1,939 

173 

McGraw-Hill 

1,444 

9 

— 

— 

1,444 

250 

1.57 

112.6 

7,680 

299 

MCI  Communications 

657 

— 

18 

176 

851 

448 

0.12 

1.5 

8,337 

96 

McKesson 

551 

-40 

149 

— 

701 

511 

0.08 

1.4 

4,772 

32 

Mead 

582 

NA 

76 

— 

657 

539 

3.77 

88.0 

1,162 

41 

Medco  Containment 

496 

NA 

208 

— 

704tt 

509 

0.07 

2.3 

977 

124 

Medtronic 

1,150 

8 

190 

1,174 

2,514 

106 

0.28 

3.6 

3,403 

174 

Mellon  Bank 

1,215 

2 

247 

— 

1,462 

245 

0.18 

9.7 

8,687 

385 

Melville 

754 

61 

599 

— 

1,353 

276 

0.15 

0.8 

757 

57 

Mercantile  Bancorp 

499 

-41 

20 

— 

519 

626 

0.32 

2.6 

495 

69 

Mercantile  Bkshs 

647 

NA 

— 

— 

647 

544 

0.04 

0.7 

2,367 

124 

Mercantile  Stores 

400 

-30 

292 

— 

692 

517 

7.95 

23.1 

568 

16 

Merchants  National 

2,092 

-11 

5 

5,050 

7,147 

16 

0.08 

33.3 

7,672 

1,781 

Merck 

520 

-12 

31 

— 

551 

601 

0.17 

1.2 

1,272 

23 

Meridian  Bancorp 

620 

4 

— 

— 

620 

556 

0.04 

§ 

792 

-209 

Meritor  Savings  Bank 

1,645 

6 

2,370 

•  — 

4,015 

53 

0.29 

13.0 

11,213 

192 

Merrill  Lynch 

583 

0 

17 

— 

600** 

569 

0.11 

0.4 

2,476 

34 

Fred  Meyer 

436 

-47 

— 

— 

436 

692 

0.12 

0.4 

1,238 

48 

Michigan  National 
Microsoft 

261 

37 

— 

— 

261 

770 

35.52 

4,156.2 

1,478 

356 

650* 

NA 

— 

— 

650 

541 

X 

§ 

2,495 

-195 

Midlantic 

584 

NA 

64 

m 

649 

542 

0.28 

3.4 

703 

28 

Millipore 

1,270 

8 

821 

720 

2,810 

87 

0.03 

5.2 

13,021 

1,308 

Minn  Mining  &  Mfg 

526 

63 

22 

— 

548 

604 

0.05 

0.5 

477 

75 

Minnesota  Power  &  Lt 

546 

NA 

"   — 

— 

546tt 

607 

8.46 

38.6 

3,217 

-440 

MNC  Financial 

1,865 

11 

1,037 

1.679 

4,581 

38 

0.03 

8.3 

57,819 

1,929 

Mobil 

287 

-13 

228 

— 

516 

628 

8.32 

126.7 

649 

66 

Molex 

360* 

NA 

186 

— 

546 

607 

X 

§ 

430 

-100 

Monarch  Capital 

1,220 

-7 

220 

333 

1,773 

186 

0.08 

6.5 

8,995 

546 

Monsanto 

289 

6 

6 

12 

306 

761 

0.06 

0.7 

842 

95 

Montana  Power 

1,583    J 

— 

132 

688 

2,403 

119 

0.07 

6.9 

10,465 

775 

JF  Morgan  &  Co 

2,553 

NA 

20 

— 

2,573tt 

103 

3.09 

99.3 

5,870 

270 

Morgan  Stanley 

1,127 

32 

418 

— 

1,545 

230 

1.13 

7.5 

1,653 

35 

Morrison  Knudsen 

1,073 

63 

594 

133 

1,800 

182 

0.20 

4.8 

1,799 

139 

Morton  International 

931 

20 

742 

17 

1.690 

201 

X 

0.4 

10,885 

499 

Motorola 

315 

-17 

4 

— 

319 

754 

0.72 

0.4 

321 

-21 

Multibank  Financial 

568       . 

22 

20 

— 

589 

575 

0.14 

1.8 

2,013 

102 

Murphy  Oil 

602 

NA 

— 

— 

602 

568 

0.01 

§ 

1,385 

31 

Nacco  Industries 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    "Annualized  salary.    fLess  than  0.01%.    §Less  than  $100,000.    "Prior  year  data.    tfNewCEO; 
cash  compensation  is  tor  another  executive  office.    NA:  Not  available. 
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Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (y« 
with 
firm 

:ars) 
as 
CEO 

8 

NalcoCher 

58 

Big  Stone  Gap  VA 

North  Carolina  St,  BS  '56 

sales 

31 

Nash  Fine 

63 

irand  Forks  NO 

Minnesota,  BS  '52 

marketing 

25 

9 

Nation: 

59 

Davenport  IA 

Northwestern,  BS  '53/Pennsylvania,  MBA  '56              banking 

35 

Nat'  "                              '•'  Kossick 

50 

Sew  Brunswick  NJ 

Georgia  Tech.  BS  '63/St  Mary's,  MA  76                    banking 

12 

12 

Nat                •  _>c;  r-D6lE  Draper 

54 

tankers  NY 

finance 

20 

17 

'lefgroup.'Rorjert  L  King 

40 

teAlester  OK 

Southwestern  Oklahoma,  BS  73 

technical 

15 

National  Medical  Richard  K  Earner* 

63 

.ong  Beach  CA 

USC.  BS  55/LLB  59 

legal 

22 

22 

Natl  Semiconductor/Gilbert  Amelio 

48 

tew  York  NY 

Georgia  Tech.  BS  '65/PhD  '68 

technical 

t 

National  Service/Sidney  Kirschner 

56 

Canada 

NM  Sen  Mines,  BA  '56 

technical 

18 

Navistar  Intl/James  C  (Dotting 

57       I 

Winchester  MA 

Ohio  St,  BA  '55 

finance 

12 

NBD  Bancorp/Charles  T  Fisher  III 

61 

Detroit  Ml 

Georgetown,  AB  '51/Harvard,  MBA  '53                      banking 

33 

9 

NCNB/Hugh  L  McColl  Jr 

55 

Jennettsville  SC 

North  Carolina.  BS  '57 

banking 

32 

8 

NCR/Charles  EExleyJr 

61 

Detroit  Ml 

Wesleyan,  BA  '52/Columbia,  MBA  '54 

finance 

15 

8 

New  England  Electric/John  W  Rowe 

46 

DodgevilleWI 

Wisconsin,  BS  67/JD  70 

legal 

2 

2 

NY  State  E&G/James  A  Carngg 

58       J 

k)hnson  City  NY 

Broome  Comm,  AAS  '58 

operations 

33 

3 

New  York  Times/Arthur  Ochs  Sulzberger 

65       1 

tew  York  NY 

Columbia.  BA  '51 

journalism 

37 

12 

Newell  Co/Daniel  C  Ferguson 

64 

:reeportlL 

Hamilton,  BA  48/Stanford.  MBA  '50 

administration 

41 

25 

Newmont  Mining/Gordon  R  Parker 

55       1 

tep  of  S  Africa 

Montana  C,  BS  '58AJ  of  Cape  Town,  MBA  '66              operations 

32 

6 

News  Corp  Ltd/K  Rupert  Murdoch 

60       i 

Australia 

Oxford,  MA  '53 

journalism 

36 

14 

Niagara  Mohawk  Power/William  J  Donlon 

61        1 

Vlbany  NY 

Siena.  BS  '62 

marketing 

43 

3 

Nicor/Richard  G  Cline 

56        1 

Chicago  IL 

Illinois.  BS  '57 

sales 

6 

5 

NIKE/PhilipH  Knight* 

53        1 

'ortland  OR 

Oregon,  BA  '59/Stanford,  MBA  '62 

finance 

27 

27 

Nipsco  Industries/Edmund  A  Schroer 

63        1 

Hammond  IN 

Valparaiso,  BA  '49/Northwestern.  JD  '52                    legal 

14 

14 

Nordstrom/Bruce  A  Nordstrom1 

58       ! 

ieattle  WA 

Washington,  BA  '56 

sales 

36 

20 

Norfolk  Southern/Arnold  B  McKinnon 

63        1 

Joldsboro  NC 

Duke,  AB  '50/LLB  '51 

legal 

40 

4 

Northeast  Bancorp/Frank  J  Kugler  Jr 

57        1 

Jndgeport  CT 

Widener,  BA  '57 

banking 

32 

4 

Northeast  Federal/George  P  Rutland 

58       1 

'ifton  GA 

Pace,  BBA  '61 

banking 

3 

3 

Northeast  Utilities/William  B  Ellis 

50       ) 

/icksbjrg  MS 

Carnegie-Mellon,  BS  '62/Maryland,  PhD  '66                technical 

15 

8 

Northern  States  Power/James  J  Howard 

55        1 

Wsburgh  PA 

Pittsburgh,  BBA  '57/MIT,  MS  70 

technical 

4 

4 

Northern  Trust/David  W  Fox 

59       1 

Aurora  IL 

Notre  Dame,  BS  53/Chicago.  MBA  '58                      banking 

36 

1 

Northrop/Kent  Kresa 

53        1 

tew  York  NY 

MIT,  BS  '59/MS  '61 

technical 

16 

1 

Norwest'Lloyd  P  Johnson 

61        1 

Minneapolis  MN 

Carleton,  BA  '52/Stanford,  MBA  '54 

banking 

6 

6 

Novell/Raymond  J  Noorda* 

66        1 

Dgden  UT 

Utah,  BSEE  '49 

technical 

8 

8 

Nucor/F  Kenneth  Iverson 

65        1 

Downers  Grove  IL 

Cornell,  BS  '46/Purdue,  MS  '47 

technical 

29 

26 

NWNUJohn  E  Pearson 

64     ■  1 

Minneapolis  MN 

Minnesota,  BA  '48 

sales 

38 

14 

Nynex/William  C  Ferguson 

60        1 

Detroit  Ml 

Albion.  AB  '52 

operations 

39 

2 

Occidental  Petroleum/Ray  R  Irani 

56        1 

.ebanon 

American  University,  BS  '53/USC,  PhD  '57                 technical 

8 

t 

Ogden/R  Richard  Ablon 

41        1 

tew  York  NY 

Boston  U,  BA  71 

marketing 

20 

1 

Ohio  Casualty/Joseph  L  Marcum 

67        1 

Hamilton  OH 

Antioch,  BA  '47/Miami  of  OH.  MBA  '65                      insurance 

44 

3 

Ohio  Edison/Justin  T  Rogers  Jr 

61        i 

Sandusky  OH 

Princeton.  AB  '51/Michigan,  JD  '54 

legal 

33 

11 

Oklahoma  G&E/James  G  Harlow  Jr 

56        ( 

Dklahoma  City  OK 

Oklahoma.  BS  '57 

finance 

30 

15 

Old  Kent  Financial/John  C  Canepa 

60        1 

tewburyport  MA 

Harvard.  BA  53/NYU,  MBA  '60 

banking 

21 

9 

Old  Republic  Intl/A  C  Zucaro 

52        1 

"ranee 

CUNY  Queens,  BS  '62 

finance 

15 

1 

'Company  founder.    'Office  jointly  held  with  James  F  and  John  N  Nordstrom.    jNew  CEO,  less  than  six  months'  service. 
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Rank 

among 

800  execs 

Stock  owned 
%            mkt  val 
($mil) 

Company  data1 
sales           profits 
($mil)           ($mil) 

Company 

Salary 
($000) 

+  bonus 
%  change 

other 
($000) 

stock  gains 
($000) 

total 
($000) 

$1,022 

16% 

$663 

— 

$1,685 

204 

0.10%            $2.2 

$1,212             Sl3l 

Nalco  Chemical 

355 

9 

55 

— 

410 

707 

1.57                3.4 

2,369                18 

Nash  Finch 

884 

2 

388 

— 

1,272 

293 

0.04                0.8 

2,682              234 

National  City 

660 

-29 

222 

— 

882 

436 

1.95               4.1 

392                 2 

Natl  Community  Bks 

1,294 

NA 

1,010 

$200 

2,504 

107 

t                 § 

502                83 

National  Health  Labs 

317 

NA 

— 

— 

317tt 

755 

t                 § 

2,710            -282 

National  Intergroup 

1,879 

12 

6,690 

— 

8,569 

12 

2.10              81.4 

3,742              259 

National  Medical 

NA 

NA 

— 

— 

— 

— 

t                 § 

1,713            -152 

Natl  Semiconductor 

815 

12 

5 

— 

820 

460 

0.15                1.9 

1,643               93 

National  Service 

450 

0 

31 

— 

481 

651 

0.04               0.3 

3,810             -31 

Navistar  Intl 

1,360 

12 

— 

_« 

1,360 

271 

0.24               7.0 

2,688              275 

NBD  Bancorp 

700 

-53 

1,316 

— 

2,016 
2,680 

160 
93 

0.13               5.1 

6,682              366 

NCNB 
NCR 

1,195 

2 

15 

1,470 

0.19              12.7 

6,285              369 

532 

48 

96 

— 

628 

553 

0.01               0.2 

1,855              262 

New  England  Electric 

339 

12 

1 

— 

340 

744 

0.01               0.2 

1,497              158 

NY  State  E&G 

463 

-22 

25 

110 

597 

574 

9.41             156.3 

1,777               65 

New  York  Times 

1,070 

-9 

— 

619 

1,688 

203 

2.92              55.4 

1,073              101 

Newell  Co 

1,035 

16 

— 

927 

1,962 

163 

0.06                1.5 

683              343 

Newmont  Mining 

1.550E 

29 

— 

— 

1,550 

228 

44.80           1,849.6 

6,745               158 

News  Corp  Ltd 

306 

-A 

9 

— 

315 

756 

0.01                0.2 

3,155               83 

Niagara  Mohawk  Power 

878 

3 

911 

— 

1,789 

184 

0.26               3.1 

1,536              114 

Nicor 

543 

112 

21 

— 

564 

596 

34.84           1,301.0 

2,894              296 

NIKE 

599 

71 

16 

— 

615 

561 

0.10                1.3 

1,521              138 

Nipsco  Industries 

300 

0 

52 

58 

411 

706 

6.65             208.0 

2,894              116 

Nordstrom 

1,631 

33 

225 

735 

2,591 

100 

0.03               2.3 

4,617              556 

Norfolk  Southern 

328 

11 

— 

— 

328 

750 

0.40               0.3 

343              -59 

Northeast  Bancorp 

532 

15 

20 

—       • 

552 

600 

t                 § 

478            -101 

Northeast  Federal 

500 

-4 

35 

— 

535 

618 

0.01               0.3 

2,616              211 

Northeast  Utilities 

552 

-5 

31 

— 

584 

577 

0.02               0.4 

2,065               196 

Northern  States  Power 

784 

— 

20 

138 

943 

413 

0.21                2.6 

1,323              115 

Northern  Trust 

1,125 

— 

671 

— 

1,796 

183 

0.47               5.3 

5,490              210 

Northrop 

1,379 

7 

119 

1,181 

2,679 

94 

0.25               7.3 

3,482              281 

Norwest 

36 

20 

— 

— 

36 

787 

11.33             438.9 

526               110 

Novell 

402 

43 

123 

— 

525 

623 

1.12               19.2 

1,482                75 

Nucor 

665 

8 

— 

10 

675 

526 

0.16               0.5 

1,332               50 

NWNL 

1,045 

NA 

199 

208 

1,451 

248 

0.01                1.4 

13,592              949 

NyntjA 

2,096 

4,335 

— 

6,430tt 

27 

0.07                4.0 

21,694          -1,688 

Occidental  Petroleum 

700 

NA 

3,685 

— 

4,385 

43 

0.38                3.0 

1,563               56 

Ogden 

448 

1 

6 

32 

486 

649 

3.12               25.9 

1,638               84 

Ohio  Casualty 

412 

5 

29 

— 

441 

690 

t                  0.2 

2,226              282 

Ohio  Edison 

450 

6 

20 

— 

470 

664 

0.07                1.1 

1,231               139 

Oklahoma  G&E 

680 

•      10 

— 

— 

680 

522 

0.47                3.2 

870               88 

Old  Kent  Financial 

537 

NA 

7 

— 

544 

610 

0.07                0.4 

1,243               105 

Old  Republic  Intl 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    E:  Estimated.    tLess  than  0.01%.    §Less  than  $100,000.    ttNew  CEO;  cash  compensation  is  for 
another  executive  office.    NA:  Not  available. 
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START  PLANNING  FOR  RETIREMENT. 
RESERVE  YOUR  SEATS  NOW. 


If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it9  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  sto  keep  pace  with  the  rapidly  rising  cost  of 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still. 

It's  time  to  contact  The  New  England.  With 
more  than  150  years  of  experience  and  more  than 
$55  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 


Retirement 
Planning 


options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  make  sure  it  changes  as  your  needs  change. 

So,  if  you  want  the  oest  seats  available 
for  your  retirement,  act  now 

Reservations  will  be  gladly  accepted. 
Call  1-800-6(52-2448,  Ext.  905  for  more 
information,  including  our  free  brochure. 
The  New  England.  Youi  Financial  Partner, 
\bur  Financial  Future. 


Qg  The  New  England 

SJSBJr.      Insurance  and  Investment 


® 


The  name  "The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Company.  Boston.  Massachusetts 
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Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with               as 
firm            CEO 

Old  Stone/Theodorr 

60 

Providence  Rl 

banking 

43 

15 

Olin/JohnWJoi  . 

58 

Brooklyn  NY 

Hartwick,  BA  '54                           t 

marketing 

12 

4 

Oracle  Systems/Lawrence  J  Ellison* 

46 

New  York  NY 

Chicago,  BS  66/lllinois,  MS  '68 

technical 

14 

14 

Oryx  Energy/Robert  P  Hauptfuhrer 

59 

Philadelphia  PA 

Princeton,  BA  '53/Harvard,  MBA  '57 

finance 

34 

3 

Owens-Coming/Max  0  Weber 

61 

Blackwell  OK 

Kansas,  BS  '51 

operations 

36 

1 

Paccar/Charles  M  Pigott 

62 

Seattle  WA 

Stanford,  BS  '51 

administration 

35 

23 

Pacific  Enterprises/James  R  Ukropina 

53 

Fresno  CA 

Stanford,  AB  '59/USC,  LLB  '65 

legal 

7 

2 

Pacific  G&E/Richard  A  Clarke 

61 

San  Francisco  CA 

Calif  Berkeley,  AB  '52/JD  '55 

legal 

36 

5 

Pacific  Telesis/Sam  Ginn 

54 

St  Clair  AL 

Auburn,  BS  '59 

technical 

31 

3 

PacifiCorp/AI  M  Gleason 

61 

Sheridan  County  KS 

administration 

42 

2 

PaineWebber  Group/Donald  8  Marron 

56 

Goshen  NY 

finance 

32 

11 

Pall/Maurice  G  Hardy 

61 

England 

Merchant  Ventures,  BSME  '49 

administration 

29 

2 

Pan  Am/Thomas  G  Plaskett 

47 

Kansas  City  MO 

GMI  Inst,  BS  '66/Harvard,  MBA  '68 

finance 

3 

3 

Panhandle  Eastern/Dennis  R  Hendrix 

51 

SelrnerTN 

Tenn  Knoxville,  BS  '62/Georgia  St,  MBA  '67 

administration 

6 

1 

Paramount  Commun/Martin  S  Davis 

64 

New  York  NY 

administration 

33 

8 

Parker  Hannifin/Paul  G  Schloemer 

62 

Cincinnati  OH 

Cincinnati,  BSME  '51/Ohio  St,  MBA  '55 

operations 

34 

7 

Penn  Central/Carl  H  Lindner 

72 

Dayton  OH 

finance 

8 

4 

Penn  Traffic/Claude  Incaudo 

57 

Detroit  Ml 

operations 

14 

1 

JC  Penney/William  R  Howell 

55 

Claremore  OK 

Oklahoma.  BBA  '58 

sales 

33 

8 

Pennsylvania  P&L/John  T  Kauffman 

64 

Weehawken  NJ 

Purdue,  BS  '50 

technical 

41 

1 

Pennzoil/James  L  Pate 

55 

Mt  Sterling  IL 

Monmouth,  AB  '63/lndiana,  JD  '68 

finance 

15 

1 

People's  Bank/David  E  A  Carson 

56 

England 

Michigan,  BBA  '55 

insurance 

8 

6 

PepsiCo/D  Wayne  Calloway 

55 

Elkin  NC 

Wake  Forest,  BBA  '59 

finance 

24 

5 

Perpetual  Financial/John  Morton  III 

47 

Orange  NJ 

US  Naval  Acad,  BS  '67/Harvard,  MBA  '73 

banking 

1 

1 

Petrie  Stores/Milton  J  Petrie* 

88 

Salt  Lake  City  UT 

sales 

64 

64 

Pfizer/William  CSteereJr 

54 

Ann  Arbor  Ml 

Stanford,  BA  '59 

marketing 

32 

X 

Phelps  Dodge/Douglas  C  Yearley 

55 

Oak  Park  IL 

Cornell,  BMETE  '58 

technical 

31 

2 

PHH/Robert  D  Kunisch 

49 

Norwalk  CT 

NYU,  BBA  '63 

marketing 

25 

3 

Philadelphia  Elec/Joseph  F  Paquette  Jr 

56 

Norwood  MA 

Yale,  BS  '56 

administration 

35 

3 

Philip  Morris  Cos/Hamish  Maxwell 

64 

England 

Cambridge,  BA  '49 

marketing 

37 

7 

Phillips  Petroleum/C  J  Silas 

59 

Miami  FL 

Georgia  Tech,  BS  '53 

operations 

38 

6 

PHM/William  J  Pulte 

59 

Detroit  Ml 

administration 

41 

X 

Pinnacle  West/Richard  Snell 

60 

Phoenix  AZ 

Stanford,  BA  '52/JD  '54 

legal 

1 

1 

Pioneer  Hi-Bred  Intl/Thomas  N  Urban 

57 

Des  Moines  IA 

Harvard,  BA  '56/MBA  '60 

administration 

31 

10 

Pitney  Bowes/George  B  Harvey 

60 

New  Haven  CT 

Pennsylvania,  BS  '54 

finance 

34 

8 

Pittston/Pau!  W  Douglas 

64 

Springfield  MA 

Princeton,  BA  '48 

sales 

7 

7 

PNC  Financial/Thomas  H  O'Brien 

54 

Pittsburgh  PA 

Notre  Dame,  BS  '58/Harvard,  MBA  '62 

banking 

29 

6 

Polaroid/I  MacA!  ii 

59 

Atlanta  GA 

Cornell,  BME  '55/MBA  '58 

operations 

33 

5 

Portland  General/Ken  L  Harrison 

48 

Bakersfield  CA 

Oregon  St  JS  '64/MS  '66 

finance 

16 

2 

Potlatch/Richard  B  Madden 

62 

Short  Hills  NJ 

Princeton,  BS  '51/Michigan,  JD  '56 

finance 

20 

20 

Potomac  Electric/Edward  F  Mn 

59 

Harrisonburg  VA 

Virginia,  BSEE  '56/George  Washington,  MEA  '60 

technical 

35 

2 

PPG  Industries/Vincent  A  Sarni 

62 

Bayonne  NJ 

Rhode  Island,  BS  '49 

marketing 

22 

7 

Premark  Intl/Warren  L  Batts 

58 

Norfolk  VA 

Georgia  Tech,  BEE  '61/Harvard,  MBA  '63 

administration 

11 

5 

*Company  founder.    JNew  CEO,  less  than  six  months' 

274 

Forbes 

■  M.i\  2    . 

1991 

Salary  -t 
($000) 

■  bonus 
%  change 

-Compensation- 
other 
($000) 

stock  gains 
($000) 

total 
($000) 

Rank 

among 

800  execs 

Stock  owned 
%             mkt  val 
($mil) 

Company  data1 
sales           profits 
($mil)           ($mil) 

Company 

$296 

-1% 

$497 

— 

$793 

469 

1.34% 

$0.9 

$405               $3 

Old  Stone 

742 

-17 

170 

— 

911 

422 

0.21 

1.8 

2,592               84 

Olin 

1,600 

-8 

— 

— 

1,600 

217 

26.17 

361.7 

1,059               57 

Oracle  Systems 

984 

5 

691 

$1,482 

3,156 

76 

0.07 

2.0 

1,940              225 

Oryx  Energy 

634 

NA 

10 

— 

644 

547 

0.13 

1.4 

3,111               75 

Owens-Corning 

908 

-6 

1,397 

— 

2,305 

124 

6.85 

92.6 

2,778                64 

Paccar 

790 

-12 

208 

— 

998 

389 

0.09 

2.1 

6,923              -43 

Pacific  Enterprises 

1,100 

58 

25 

— 

1,124 

336 

t 

0.5 

9,470              987 

Pacific  G&E 

964 

5 

1,181 

— 

2,144 

144 

0.02 

3.5 

9,716            1,030 

Pacific  Telesis 

959 

26 

— 

— 

959 

408 

0.01 

0.8 

3,783              474 

PacifiCorp 

950 

-54 

— 

— 

950 

410 

1.59 

10.1 

2,979             -57 

PaineWebber  Group 

476 

— 

158 

— 

635 

550 

0.16 

3.1 

611               71 

Pall 

500 

0 

— 

— 

500 

636 

0.17 

0.3 

3,918             -447 

Pan  Am 

NA2 

NA 

— 

— 

— 

— 

0.34 

4.1 

2,988            -218 

Panhandle  Eastern 

3,646 

-11 

7,653 

— 

11,299 

7 

1.23 

54.9 

3,922              231 

Paramount  Commun 

984 

11 

252 

126 

1,362 

270 

0.13 

1.7 

2,518              106 

Parker  Hannifin 

738 

10 

— 

— 

738 

496 

46.49 

546.3 

2,154               98 

Penn  Central 

580 

— 

— 

— 

580 

581 

0.56 

0.7 

2,867              -32 

Penn  Traffic 

1,001 

-8 

384 

470 

1,855 

177 

0.05 

2.8 

16,365              577 

JC  Penney 

301 

NA 

34 

— 

335 

748 

0.01 

0.4 

2,389              344 

Pennsylvania  P&L 

661 

— 

328 

195 

1,184 

320 

0.04 

1.1 

2,180               94 

Pennzoil 

339 

-11 

106 

— 

445 

684 

0.13 

0.2 

697              -85 

People's  Bank 

1,900 

26 

5 

— 

1,905 

170 

0.04 

10.3 

17,803            1,077 

PepsiCo 

400* 

NA 

— 

— 

400 

716 

t 

§ 

511            -147 

Perpetual  Financial 

150 

0 

— 

— 

150** 

785 

60.69 

585.5 

1,293               24 

Petrie  Stores 

716 

NA 

— 

269 

986tt 

393 

0.01 

1.9 

6,406              801 

Pfizer 

1,015 

21 

294 

2,001     - 

3,309 

69 

0.15 

3.5 

2,636              455 

Phelps  Dodge 

746 

6 

115 

217 

1,079 

359 

0.18 

0.8 

1,989               36 

PHH 

503 

-19 

— 

— 

503 

633 

t 

0.2 

3,705              106 

Philadelphia  Elec 

2,408 

28 

— 

2,947 

5,355 

31 

0.08 

49.1 

44,323            3,540 

Philip  Morris  Cos 

1,161 

-6 

3,268 

— 

4,429 

42 

0.18 

13.0 

13,603              541 

Phillips  Petroleum 

476 

NA 

— 

— 

476tt 

657 

29.95 

117.2 

1,152               30 

PHM 

469 

NA 

— 

— 

469 

668 

0.04 

0.4 

1,597               97 

Pinnacle  West 

660 

44 

— 

— 

660 

535 

0.38 

5.4 

968               67 

Pioneer  Hi-Bred  Intl 

775 

-10 

— 

486 

1,261 

297 

0.22 

9.3 

3,196              213 

Pitney  Bowes 

800   c 

19 

14 

— 

814 

461 

0.03 

0.2 

1,850               46 

Putston 

741 

-32 

89 

— 

830 

456 

0.04 

1.4 

4,880               71 

PNC  Financial 

647 

65 

54 

— 

701 

510 

0.02 

0.3 

1,972               151 

Polaroid 

574 

NA 

— 

— 

574 

587 

t 

§ 

852              100 

Portland  General 

653 

-24 

17 

1,463 

2,133 

147 

0.11 

1.1 

1,253               99 

Potlatch 

448 

-8 

13 

— 

461 

676 

0.03 

0.7 

1,412              170 

Potomac  Electric 

1.145 

5 

1,294 

— 

2,439 

113 

0.06 

3.2 

6,021              475 

PPG  Industries 

944 

36 

414 

— 

1,358 

274 

0.54 

3.8 

2,721                52 

Premark  Intl 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29,  1991.  2No  salary  for  3  years.  Received  restricted  stock  that  vests  every  3  months  and 
dividends.  'Annualized  salary.  JLess  than  0.01%.  §Less  than  $100,000.  "Prior  year  data.  ttNew  CEO;  cash  compensation  is  for  another  executive  office.  NA:  Not 
available. 
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CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 


Premier  Bancorp/G  Lei  Grii 
Premier  Indus?/   I    ..ton  L  Mandel* 
Price  Co/Rooerl  I 

Primerica/Sspfu'd  I » 

Procter  &  Gamble/Edwi;i  L  Artzt 

Progrc-ssive/Peter  B  Lewis 


Age         Birthplace 


52 
69 
48 
58 
61 
57 


Leavenworth  KS 
Cleveland  OH 
San  Diego  CA 
New  York  NY 
New  York  NY 
Cleveland  OH 


Education 
undergraduate/graduate 


Texas,  BS  '60/Louisiana  St,  MS  '62 

Pomona,  BA  '64 
Cornell,  BA  '55 
Oregon,  BS  '51 
Princeton,  AB  '55 


Background 


banking 

administration 

administration 

finance 

marketing 

insurance 


Tenure  (years) 
with  as 

firm  CEO 


29 
51 
15 
5 
37 
36 


3 

51 

15 

5 

1 

26 


Provident  Life  &  Ace/Winston  W  Walker 

47 

Traverse  City  Ml 

Tulane,  BS  '65/Georgia,  PhD  '69 

insurance 

17 

3 

PSI  Resources/James  E  Rogers  Jr 

43 

Birmingham  AL 

Kentucky,  BBA'70/JD  74 

legal 

3 

3 

Public  Service  Colo/Delwin  D  Hock 

56 

Colorado  Springs  CO 

Colorado,  BS  '56 

finance 

29 

3 

Pub  Svc  Enterprise/E  James  Ferland 

49 

Boston  MA 

Maine,  BS  '64/New  Haven,  MBA  76 

technical 

5 

5 

Puget  Sound  Bancorp/William  W  Philip 

64 

Tacoma  WA 

banking 

40 

19 

Puget  Sound  P&L/John  W  Ellis 

62 

Seattle  WA 

Washington,  BS  '50/JD  53 

legal 

21 

15 

Quaker  Oats/William  D  Smithburg 

52 

Chicago  IL 

DePaul,  BS  '60/Northwestern,  MBA  '61 

marketing 

25 

10 

Quantum  Chemical/iohn  Hoyt  Stookey 

61 

New  York  NY 

Amherst,  BA  '52 

technical 

21 

5 

Ralston  Purina/William  P  Stiritz 

56 

Jasper  AR 

Northwestern,  BS  '59/St  Louis,  MA  '68 

marketing 

27 

10 

Raytheon/Dennis  J  Picard 

58 

Providence  Rl 

Northeastern,  BSEE  '62 

technical 

36 

* 

Reader's  Digest  Assn/George  V  Grune 

61 

White  Plains  NY 

Duke,  AB  '52 

marketing 

31 

7 

Reebok  International/Paul  B  Fireman 

47 

Cambridge  MA 

Boston  U 

sales 

12 

12 

Reliance  Group/Saul  P  Steinberg* 

51 

New  York  NY 

Pennsylvania,  BS  '61 

finance 

30 

30 

Republic  New  York/Walter  H  Weiner 

60 

Brooklyn  NY 

Michigan,  BA  '52/JD  '53 

legal 

11 

11 

Reynolds  Metals/William  0  Bourke 

64 

Chicago  IL 

DePaul,  BSC  '51 

operations 

10 

5 

Rhone-Poulenc  Rorer/Robert  E  Cawthorn 

55 

England 

Cambridge,  BS  '59 

administration 

9 

6 

Riggs  National/Joe  L  Allbritton 

66 

D'LoMS 

Baylor,  LLB  '49 

finance 

10 

10 

Rite  Aid/Alex  Grass* 

63 

Scranton  PA 

Florida,  LLB  '49 

legal 

38 

29 

RJR  Nabisco/Louis  V  Gerstner  Jr 

49 

New  York  NY 

Dartmouth,  BA  '63/Harvard,  MBA  '65 

finance 

2 

2 

Roadway  Services/Joseph  M  Clapp 

54 

Greensboro  NC 

North  Carolina,  BS  '58 

sales 

24 

4 

Rochester  Community/Leonard  S  Simon 

54 

Passaic  NJ 

MIT,  BS  '58/Columbia,  PhD  '63 

marketing 

22 

7 

Rockwell  Intl/Donald  R  Beall 

52 

Beaumont  CA 

San  Jose  State  U,  BS  '60/Pittsburgh,  MBA  '61 

administration 

23 

3 

Rohm  &  Haas/J  Lawrence  Wilson 

55 

Rosedale  MS 

Vanderbilt,  BE  '58/Harvard,  MBA  '63 

finance 

26 

3 

Rose's  Stores/Lucius  H  Harvin  III 

52 

Boston  MA 

North  Carolina,  BA  '60/Duke,  JD  '63 

sales 

27 

11 

Rubbermaid/Walter  W  Williams 

57 

Utica  NY 

Syracuse,  BS  '61 

sales 

4 

* 

Ruddick/Man  T  Dickson 

60 

Charlotte  NC 

N  Carolina  St,  BS  '53/Harvard,  MBA  '55 

administration 

23 

23 

Russell/Dwight  L  Carlisle  Jr 

55 

Alexander  City  AL 

Auburn,  BS  '58 

operations 

35 

3 

Ryder  System/M  Anthony  Burns 

48 

Las  Vegas  NV 

Brigham  Young,  BS  '64/Calif  Berkeley,  MBA  '65 

finance 

17 

8 

Rykoff-Sexton/Roger  W  Coleman 

62 

Newark  NJ 

UCLA,  BS  '51 

operations 

40 

24 

Ryland  Group/Roger  W  Schipke 

54 

St  Louis  MO 

Washington,  BS'58/NYU,  MBA '61 

sales 

1 

t 

Safeco/Bruce  Maines 

64 

Tacoma  WA 

Washington,  BS  '48/JD  '49 

legal 

41 

5 

Safety-Kleen/Donald  W  Brinckman* 

60 

Chicago  IL 

Northwestern,  BS  '54/MBA  '59 

marketing 

23 

23 

Safeway/Peter  A  Magowan 

49 

New  York  NY 

Stanford,  BA  '64/Oxford,  MA  '66 

administration 

23 

11 

St  Jude  Medical/Lawrence  A  Lehmkuhl 

53 

Preston  IA 

U  of  Iowa,  BA  '62 

operations 

6 

6 

St  Paul  Bancorp/Joseph  C  Scully* 

50 

Detroit  Ml 

Loyola,  BS  '62/MBA  72 

banking 

28 

9 

St  Paul  Cos/Douglas  W  Leatherdale 

54 

Canada 

U  of  Manitoba,  BA  '57 

finance 

19 

1 

Salomon/John  H  Gutfreund 

61 

New  York  NY 

Oberlin,  BA  '51 

finance 

38 

7 

*Company  founder.    JNew  CEO,  less  than  six  months'  service. 
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Compensation Rank 

Salary  +  bonus  other        stock  gains         total  among 

($000)        %  change        ($000)         ($000)  ($000)       800  execs 


Stock  owned 
Vo  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$273 

-2% 

$10 

— 

$283** 

766 

0.27% 

$0.3 

$397 

$7 

Premier  Bancorp 

441 

8 

— 

— 

441 

689 

19.02 

297.2 

639 

77 

Premier  Industrial 

240 

-3 

— 

— 

240 

778 

2.87 

75.5 

5,632 

128 

Price  Co 

1,846 

20 

916 

— 

2,762 

89 

0.40 

13.4 

6,194 

373 

Primerica 

1,261 

— 

450 

$1,178 

2,890 

81 

0.03 

9.2 

25,848 

1,733 

Procter  &  Gamble 

2,105 

11 

1,445 

— 

3,550 

59 

19.18 

256.3 

1,376 

93 

Progressive 

743 

67 

— 

— 

743 

488 

t 

§ 

2,751 

179 

Provident  Life  &  Ace 

445 

23 

37 

— 

482 

650 

t 

§ 

998 

119 

PSI  Resources 

345 

14 

— 

— 

345 

742 

0.02 

0.3 

1,734 

146 

Public  Service  Colo 

528 

5 

84 

9 

621 

555 

t 

0.5 

4,800 

542 

Pub  Svc  Enterprise 

450 

6 

15 

31 

496 

641 

1.14 

4.8 

487 

46 

Puget  Sound  Bancorp 

468 

26 

10 

759 

478 
3,448 

654 

0.03 

0.4 

935 

132 

Puget  Sound  P&L 

1,077 

-16 

1,612 

64 

0.27 

11.8 

5,296 

227 

Quaker  Oats 

771 

-40 

56 

396 

1,222 

303 

0.27 

1.1 

2,618 

21 

Quantum  Chemical 

1,161 

9 

66 

964 

2,191 

134 

1.24 

74.8 

7,177 

401 

Ralston  Purina 

925 

NA 

8 

— 

933tt 

415 

0.02 

0.8 

9,268 

557 

Raytheon 

1,193 

26 

6,297 

— 

7,490 

14 

0.26 

10.6 

2,203 

190 

Reader's  Digest  Assn 

14,822 

1 

4 

— 

14,826 

4 

7.33 

217.7 

2,159 

177 

Reebok  International 

6,314 

1 

164 

— 

6,478 

26 

60.23 

258.2 

3,684 

118 

Reliance  Group 

951 

56 

14 

— 

965 

405 

0.07 

1.5 

2,772 

201 

Republic  New  York 

1,441 

-19 

60 

658 

2,159 

139 

0.08 

2.9 

6,022 

297 

Reynolds  Metals 

1,054 

9 

45 

4,835 

5,935 

30 

0.02 

1.3 

2,917 

1 

Rhone-Poulenc  Rorer 

1,439 

-3 

144 

— 

1,583 

221 

35.94 

50.8 

728 

-61 

Riggs  National 

800 
3,020 

12 
NA 

4,053 

87 

887 

432 

7.60 

140.3 

3,373 

103 

Rite  Aid 
RJR  Nabisco 

— 

7,073 

19 

0.30 

24.9 

13,879 

-462 

708 

20 

15 

— 

723 

502 

0.16 

3.2 

2,971 

119 

Roadway  Services 

442 

11 

18 

» 

459 

677 

0.37 

0.5 

449 

8 

Rochester  Community 

1,492 

10 

2,497 

— 

3,989 

54 

0.15 

9.8 

12,432 

620 

Rockwell  Intl 

759 

12 

228 

— 

987 

392 

0.10 

2.6 

2,824 

207 

Rohm  &  Haas 

252 

-10 

34 

— 

286 

765 

5.89 

4.2 

1,525 

-28 

Rose's  Stores 

726 

NA 

193 

— 

919tt 

418 

0.14 

5.6 

1,534 

144 

Rubbermaid 

320 

NA 

9 

— 

329 

749 

4.00 

10.9 

1,432 

24 

Ruddick 

400 

-11 

— 

123 

523 

624 

0.31 

3.1 

714 

68 

Russell 

776 

4 

25 

— 

802 

466 

0.07 

0.9 

5,162 

43 

Ryder  System 

598  ^ 

10 

70 

— 

668 

529 

1.32 

2.9 

1,457 

12 

Rykoff-Sexton 

432tJ 
573 

NA 

— 

— 

432 
773 

695 

1.25 

3.4 

1,313 

22 

K/land  Group 
Safeco 

8 

64 

136 

477 

0.06 

1.6 

3,043 

278 

637 

19 

31 

137 

804 

464 

0.98 

18.6 

589 

55 

Safety-Kleen 

1,406 

NA 

— 

— 

1,406 

260 

0.90 

14.3 

14,874 

87 

Safeway 

453 

20 

23 

— 

476 

655 

0.21 

4.4 

175 

65 

St  Jude  Medical 

367 

-34 

— 

— 

367 

731 

1.90 

3.2 

339 

-6 

St  Paul  Bancorp 

959      . 

— 

190 

— 

1,149 

326 

0.07 

2.1 

4,005 

391 

St  Paul  Cos 

3,250 

-7 

140 

— 

3,391 

67 

0.11 

4.2 

8,946 

303 

Salomon 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    tPaid  to  date,    f  Less  than  0.01%.    §Less  than  $100,000. 
compensation  is  for  another  executive  office.    NA:  Not  available. 


'Prior  year  data.    ttNew  CEO;  cash 
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Wirt 


The  few  blue  whales 

remaining  alive  in  the  world 

are  no  match  for  the  predator 

who  has  carelessly  eliminated 

eight  hundred  species  of  life 

from  the  face  of  the  earth 

in  this  century  alone:  Man. 

Like  every  other  creature  in  the  sea, 

the  blue  whale  requires  clean  water  to  live. 

The  Samsung  Group 

has  designed  and  is  currently  producing 

supertankers  with  a  double-hull, 

double-bottom  construction 

that  prevents  oil  spills. 

The  vessels,  which  are  being  built 

for  major  oil  companies 

in  the  United  States  and  Europe, 

are  proof  that  technology 

can  make  man  a  protector 

instead  of  a  predator. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 

International  Trade,  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuildings  Heavy  Industries, 

Aerospace,  Construction,  Engineering.  Financial  Services,  Food  &  Pharmaceuticals,  Cameras  &  Watches,  Garments  &  Textiles 

CP.O.  Box  1580,  Seoul,  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 


CORPORATE  AMERICAS  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

San  Diego  G&F              Page 

58 

Niagara  Falls  NY 

Purdue,  BS  '55/MBA  '63 

technical 

13 

10 

Santa  Fe  Pacific/Robert  0  Krebs 

49 

Sacramento  CA 

Stanford,  BA  '64/Harvard,  MBA  '66      < 

operations 

25 

4 

Sara  Lee/John  H  Bryan 

54 

West  Point  MS 

Rhodes  C,  BA  '58 

administration 

31 

16 

Scana/Lawionce  M  Gressette  Jr 

59 

St  Matthews  SC 

Clemson,  BS  '54/S  Carolina,  LLB  '59 

legal 

8 

1 

SCF  corp/John  E  Bryson 

47 

New  York  NY 

Stanford,  BA'65/Yale,JD '69 

legal 

7 

1 

Schering-Plough/Robert  P  Luciano 

57 

New  York  NY 

CUNY  City  Col,  BBA '54/Michigan,  JD  '58 

legal 

13 

9 

Charles  Schwab/Charles  R  Schwab* 

54 

Sacramento  CA 

Stanford,  BA  '59/MBA  '61 

finance 

17 

13 

Scott  Paper/Philip  E  Lippincott 

55 

Camden  NJ 

Dartmouth,  BA  '57/Michigan  St,  MBA  '64 

operations 

32 

9 

EW  Scripps/Lawrence  A  Leser 

56 

Cincinnati  OH 

Xavier,  BS  '57 

finance 

23 

6 

Seagate  Technology/Alan  F  Shugart* 

60 

Los  Angeles  CA 

Redlands,  BS  '53 

technical 

12 

12 

Sears,  Roebuck/Edward  A  Brennan 

57 

Chicago  IL 

Marquette,  BS  '55 

sales 

35 

5 

Security  Bancorp/Andrew  R  Brodhun 

51 

England 

Michigan  St,  BA  '65 

banking 

4 

2 

Security  Pacific/Robert  H  Smith 

56 

Glendale  CA 

USC,  BS  '57/Van  Norman  U,  LLB  '66 

banking 

30 

1 

Sequa/Norman  E  Alexander 

76 

New  York  NY 

Columbia,  BA  '34 

legal 

41 

34 

Service  Corp  Intl/Robert  L  Waltrip* 

60 

Austin  TX 

Houston,  BBA  '54 

operations 

29 

29 

Service  Merchandise/Raymond  Zimmerman* 

58 

Memphis  TN 

administration 

31 

18 

SFFed  Corp/Roger  L  Gordon 

49 

Neosho  MO 

banking 

29 

1 

Shaw  Industries/Robert  E  Shaw 

59 

Cartersville  GA 

sales 

31 

29 

Shawmut  National/Joel  B  Alvord 

52 

Manchester  CT 

Dartmouth,  AB  '60/MBA  '61 

banking 

28 

5 

Sherwin-Williams/John  G  Breen 

56 

Cleveland  OH 

John  Carroll,  BS  '56/Case  Western  Res,  MBA  '61 

marketing 

12 

12 

Sigma-Aldrich/Carl  T  Cori 

54 

St  Louis  MO 

Wisconsin,  BS  '59/Washington,  PhD  '69 

technical 

21 

8 

Signet  Banking/Robert  M  Freeman 

50 

Richmond  VA 

Virginia,  BS  '63 

banking 

20 

2 

Smith's  Food  &  Drug/Jeffrey  P  Smith 

41 

Brigham  City  UT 

operations 

21 

3 

Snap-on  Tools/Marion  F  Gregory 

57 

Denison  TX 

sales 

36 

3 

Society/Robert  W  Gillespie 

47 

Cleveland  OH 

Ohio  Wesleyan,  BA  '66/Case  Western  Res,  MBA  '68 

banking 

23 

4 

Society  for  Savings/Edward  W  Larget 

61 

Collingswood  NJ 

Marshall  U,  BA  '53/Virginia,  LLB  '55 

legal 

19 

X 

Sonat/Ronald  L  Kuehn  Jr 

56 

Queens  NY 

Fordham,  BA  '57/LLB  '64 

legal 

21 

7 

Sonoco  Products/Charles  W  Coker 

58 

Hartsville  SC 

Princeton,  BA  '55/Harvard,  MBA  '57 

administration 

33 

21 

Sotheby's  Holdings/Michael  L  Ainslie 

48 

Johnson  City  TN 

Vanderbilt,  BA  '65/Harvard,  MBA  '68 

administration 

7 

7 

South  Carolina  Natl/James  G  Lindley 

59 

Greensboro  NC 

North  Carolina,  BS  '53/NYU,  MBA  '60 

banking 

12 

10 

Southeast  Banking/Douglas  E  Ebert 

45 

Washington  DC 

Williams,  BA  '68 

banking 

1 

X 

Souther.i  Co/Edward  L  Addison 

61 

Cottageville  SC 

South  Carolina,  BEE  '50 

technical 

37 

8 

Southern  Natl/L  Glenn  OrrJr 

51 

Charlotte  NC 

Wofford,  BA  '62/South  Carolina,  MBA  '63 

banking 

19 

1 

So  New  Eng  Telecom/Walter  H  Monteith  Jr 

60 

Framingham  MA 

Amherst,  BA  '52 

sales 

37 

7 

SouthTrust/Wallace  D  Malone  Jr 

54 

Dothan  AL 

Alabama,  BS  '57/Pennsylvania,  MS  '59 

banking 

32 

10 

Southwest  Gas/Kenny  C  Guinn 
Southwestern  Bell/Edward  E  Whitacre  Jr 

54 

Garland  AR 

Cal  St  Fresno,  BA  '58/Utah,  PhD  '69 

administration 

4 

3 

49 

EnnisTX 

Texas  Tech,  BSIE  '64 

technical 

28 

1 

Southwestern  Pub  Svc/Bill  D  Helton 

52 

Wheeler  TX 

Texas  Tech,  BSEE  '64 

technical 

27 

1 

Spiegel/John  J  Shea 

53 

Newark  NJ 

La  Satle,  BS  '59/Pittsburgh,  MS  60 

marketing 

11 

6 

Springs  Industries/Walter  Y  Elisha 

58 

Gary  IN 

Wabash,  BA  '54/Harvard,  MBA  '65 

administration 

11 

10 

Square  D/Jerre  L  Stead 

48 

Maquoketa  IA 

U  of  Iowa,  BS  '65 

operations 

4 

2 

Standard  Fedl  Bank/Thomas  R  Ricketts 

60 

Detroit  Ml 

Michigan,  BBA  '53/JD  '56 

legal 

35 

17 

Stanley  Works/Richard  H  Ayers 

48 

Newton  MA 

MIT,  BS  '65/MS  '65 

operations 

19 

4 

'Company  founder.    tActing  CEO.    }New  CEO,  less  than  six  months'  service. 
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Compensation 

Salary  +  bonus  other        stock  gains         total 

($000)        %  change        ($000)  ($000)  ($000) 


Rank 

among 

800  execs 


Stock  owned 
%  mkt  val 

($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$720 

8% 

$373 

— 

$1,093 

351 

0.10% 

$2.4 

$1,772 

$208 

San  Diego  G&E 

550 

-40 

4 

$548 

1,102 

346 

0.10 

1.7 

2,297 

-101 

Santa  Fe  Pacific 

1,401 

1 

114 

1,199 

2,714 

90 

0.25 

22.8 

12,184 

500 

Sara  Lee 

418 

— 

18 

— 

435 

693 

0.02 

0.3 

1,133 

182 

Scana 

506 

NA 

113 

— 

619 

559 

* 

§ 

7,199 

786 

SCEcorp 

1,694 

12 

1,311 

3,482 

6,487 

25 

0.01 

1.2 

3,323 

565 

Schering-Plough 

1,868 

65 

— 

— 

1,868 

174 

28.66 

139.8 

626 

17 

Charles  Schwab 

603 

-20 

— 

232 

835 

451 

0.05 

1.4 

5,356 

148 

Scott  Paper 

851 

-3 

362 

— 

1,213 

311 

0.06 

0.9 

1,297 

48 

EW  Scripps 

1,406 

84 

— 

— 

1,406 

259 

1.05 

8.6 

2,668 

100 

Seagate  Technology 

979 

-39 

1 

— 

980 

398 

0.03 

4.4 

55,972 

902 

Sears,  Roebuck 

479 

11 

— 

— 

479 

653 

0.15 

0.4 

320 

30 

Security  Bancorp 

673 

-35 

139 

451 

1,263 

296 

0.09 

2.9 

10,327 

161 

Security  Pacific 

1,522 

9 

— 

149 

1,671 

208 

38.49 

182.1 

2,211 

33 

Sequa 

1,581 

NA 

160 

— 

1,741 

195 

2.79 

34.0 

563 

64 

Service  Corp  Intl 

744 

-5 

1,447 

— 

2,191 

133 

5.21 

34.0 

3,435 

61 

Service  Merchandise 

186 

— 

2 

— 

187** 

784 

0.07 

§ 

367 

2 

SFFed  Corp 

1,227 

7 

260 

— 

1,487 

242 

9.07 

70.8 

1,659 

60 

Shaw  Industries 

650 

-35 

1,493 

— 

2,143 

145 

0.23 

1.0 

2,741 

-133 

Shawmut  National 

1,078 

10 

68 

— 

1,146 

327 

0.58 

12.2 

2,267 

123 

Sherwin-Williams 

1,003 

25 

1,094 

— 

2,097 

153 

0.25 

4.6 

529 

71 

Sigma-Aldrich 

424 

-12 

18 

— 

443 

687 

0.22 

0.9 

1,431 

41 

Signet  Banking 

821 

63 

— 

— 

821 

459 

13.38 

144.6 

2,031 

34 

Smith's  Food  &  Drug 

534 

-3 

— 

— 

534 

619 

0.03 

0.4 

932 

101 

Snap-on  Tools 

767 

21 

190 

— 

956 

409 

0.05 

2.6 

1,719 

155 

Society 

8 

NA 

— 

— 

— 

•  — 

0.21 

0.2 

476 

-52 

Society  for  Savings 

930 

10 

199 

• 

1,129 

333 

0.06 

1.0 

1,509 

111 

Sonat 

829 

5 

10 

375 

1,213 

310 

1.28 

20.5 

1,669 

50 

Sonoco  Products 

959 

NA 

— 

7,696 

8,654 

11 

1.37 

10.0 

465 

129 

Sotheby's  Holdings 

501 

-2 

81 

— 

582 

580 

0.18 

0.8 

696 

50 

South  Carolina  Natl 

450* 

NA 

469 

— 

919 

419 

0.11 

0.2 

1,617 

-199 

Southeast  Banking 

849 

8 

62 

— 

911 

421 

0.01 

0.9 

7,975 

604 

Southern  Co 

364 

NA 

21 

— 

385 

719 

0.30 

0.7 

358 

23 

Southern  Natl 

568 

8 

'108 

— 

676 

525 

0.03 

0.5 

1,619 

132 

So  New  Eng  Telecom 

498 

-18 

46 

— 

545 

609 

1.22 

7.9 

868 

70 

SouthTrust 

473    v- 

-13 

— 

— 

473 

2,148 

661 

0.36 

1.2 

863 

37 

Southwest  Gas 

1,374 

— 

774 

— 

142 

0.02 

2.6 

9,113 

1,101 

Southwestern  Bell 

264 

NA 

5 

— 

269tt 

768 

0.02 

0.2 

742 

110 

Southwestern  Pub  Svc 

967 

-3 

247 

— 

1,214 

309 

0.04 

0.3 

1,993 

62 

Spiegel 

470 

-39 

56 

— 

526 

621 

0.49 

2.4 

1,878 

-7 

Springs  Industries 

776 

24 

— 

— 

776 

474 

0.08 

1.5 

1,653 

121 

Square  D 

730 

14 

3 

— 

733 

498 

0.12 

0.4 

911 

40 

Standard  Fedl  Bank 

782 

-1 

330 

— 

1,113 

341 

0.10 

1.4 

1,977 

107 

Stanley  Works 

'Sales  and  prof  its  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    'Annualized  salary, 
cash  compensation  is  for  another  executive  office.    It-Directors  fees  only.    NA:  Not  available. 


tLess  than  0.01%.    §Less  than  $100,000.    ** Prior  year  data.    ttNewCEO; 
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CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

Star  Banc/Oliver  WWaddel! 

50 

Covington  KY 

Duke,  BA  '54/Kentucky,  JD  '69 

banking 

34 

8 

State  Street  Boston/William  S  E 

64 

Lewiston  ME 

MIT,  BS  '49/Harvard,  MBA  '55             , 

finance 

16 

16 

Stone  Container/Roger  W 

56 

Chicago  IL 

Pennsylvania,  BS  '57 

marketing 

34 

12 

Storage  Technology/Ryal  R  Poppa 

57 

Wahpeton  ND 

Claremont  Mens  C,  BBA  '57 

administration 

6 

6 

Student  Loan/Lawience  A  Hough 

47 

Janesville  Wl 

Stanford,  BS  '66/MIT,  MS  72 

finance 

18 

1 

Sumitomo  Bank  Calif/Keizo  Voshida 

55 

Japan 

Tokyo,  LLB  '58 

legal 

33 

4 

Summit  Bancorp/Thomas  D  Sayles  Jr 

59 

Newton  Center  MA 

Dartmouth,  BA  '54/NYU,  MBA  '61 

banking 

21 

18 

Sun  Co/Robert  MeClements  Jr 

62 

Philadelphia  PA 

Drexel,  BS  '52 

technical 

26 

6 

Sun  Microsystems/Scott  G  McNealy* 

36 

Columbus  IN 

Harvard,  BA  '76/Stanford,  MBA  '80 

operations 

9 

7 

Sundstrand/Harry  C  Stonecipher 

55 

Scott  County  TN 

Tennessee  Tech,  BS  '60 

technical 

4 

2 

SunTrust  Banks/James  8  Williams 

58 

Sewanee  TN 

Emory,  AB  '55 

banking 

6 

1 

Sunwest  Financial/Ike  Kalangis 

54 

Santa  Fe  NM 

Hardin-Simmons,  BBA  '60 

banking 

20 

2 

Super  Food  Services/Jack  Twyman 

57 

Pittsburgh  PA 

Cincinnati,  BBA  '55 

administration 

21 

18 

Super  Valu  Stores/Michael  W  Wright 

52 

Minneapolis  MN 

Minnesota,  BA  '61/JD  '63 

legal 

14 

10 

Sysco/John  F  Woodhouse 

60 

Wilmington  DE 

Wesleyan,  BA  '53/Harvard.  MBA  '55 

finance 

22 

8 

Talman  Home  Federal/Theodore  H  Roberts 

62 

Gillett  AR 

Northwestern  St  LA,  BA  '49/Oklahoma  St,  MA  '50 

banking 

6 

6 

Tambrands/Martin  F  C  Emmett 

56 

South  Africa 

Witwatersrand,  BS  '57/Queens  U,  MBA  '62 

banking 

2 

2 

Tandem  Computers/James  G  Treybig* 

50 

Clarendon  TX 

Rice,  BS  '63/Stanford,  MBA  '68 

administration 

16 

16 

Tandy/John  V  Roach 

52 

Stamford  TX 

Texas  Christ.an.  BA  '61/MBA  '65 

operations 

24 

10 

TCF  Financial/William  A  Cooper 

47 

Detroit  Ml 

Wayne  State,  BS  '67 

finance 

6 

6 

TECO  Energy/Timothy  L  Guzzle 

54 

Ottumwa  IA 

Oklahoma,  BS  '58/Texas  Christian,  PhD  '65 

technical 

3 

2 

Tecumseh  Products/Todd  W  Herrick 

48 

Tecumseh  Ml 

Notre  Dame,  BA  '67 

administration 

19 

5 

Tektronix/Jerome  J  Meyer 

53 

Caledonia  MN 

Minnesota,  BA  '60 

operations 

1 

1 

Tele-Communications/John  C  Malone 

50 

Milford  CT 

Yale,  BS  '63/Johns  Hopkins,  PhD  '67 

administration 

18 

18 

Teledyne/William  P  Rutledge 

49 

Pittston  PA 

Lafayette,  BS  '63/George  Washington,  MS  '67 

operations 

5 

t 

Temple-lnland/Clifford  J  Grum 

56 

Davenport  IA 

Austin,  BA  '56/Pennsylvania,  MBA  '58 

finance 

23 

7 

Tenneco/James  L  Ketelsen 

60 

Davenport  IA 

Northwestern,  BS  '52 

finance 

32 

13 

Texaco/James  W  Kinnear 

63 

Pittsburgh  PA 

US  Naval  Acad,  BS  '50 

sales 

37 

4 

Texas  Instruments/Jerry  R  Junkins 

53 

Fort  Madison  IA 

Iowa  St,  BS  '59/Southern  Methodist,  MS  68 

operations 

32 

6 

Texas  Utilities/Jerry  S  Farrington 

56 

Burkburnett  TX 

U  of  North  Texas,  BBA  '55/MBA  '58 

administration 

34 

4 

Textron/Beverly  F  Dolan 

63 

Augusta  GA 

Georgia,  BS  '52 

operations 

37 

6 

Time  Warner/Steven  J  Ross1 

63 

Brooklyn  NY 

finance 

29 

29 

Times  Mirror/Robert  F  Erburu 

60 

Ventura  CA 

USC,  BA  '52/Harvard,  JD  55 

legal 

30 

10 

Timken/William  R  Timken  Jr 

52 

Canton  OH 

Stanford,  BA  '60/Harvard,  MBA  '62 

operations 

29 

16 

TJX  Cos/Bernard  Cammarata 

51 

Brooklyn  NY 

sales 

15 

4 

Torchmark/Ronald  K  Richey 

64 

Erie  KS 

Washburn,  BA  '49/JD  '51 

insurance 

27 

6 

Tosco/Thomas  0  O'Malley 

49 

New  York  NY 

Manhattan,  BBA  '63 

finance 

3 

1 

Toys  'R'  Us/Charles  Lazarus* 

67 

Washington  DC 

administration 

35 

35 

Transamerica/Frank  C  Herringer 

48 

New  York  NY 

Dartmouth,  AB  '64/MBA  '65 

administration 

12 

t 

Transco  Energy/William  J  Bowent 

69 

Sweetwater  TX 

US  Military  Acad,  BS '45 

technical 

17 

t 

Travelers/Edward  H  Budd 

58 

Zanesville  OH 

Tufts,  BS  '55 

insurance 

36 

10 

Tribune/Charles  T  Brumback 

62 

Toledo  OH 

Princeton,  BA  '50 

finance 

10 

1 

Trinity  Industries/W  Ray  Wallace 

68 

Shreveport  LA 

Louisiana  Tech,  BS  '44 

technical 

45 

33 

'Company  founder.    'Office  jointly  held  with  N  J  Nicholas  Jr     i  Acting  CEO.    t New  CEO,  less  than  six  months'  service. 
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Compensation Rank  Stock  owned 

Salary  +  bonus  other        stock  gains         total  among  %  mktval 

($000)       %  change       ($000)         ($000)         ($000)       800  execs  ($mil) 


Company  data1 
sales  profits 

($mil)  ($mil) 


Company 


$513 

8% 

$8 

$4 

$525 

622 

0.07% 

$0.4 

$663 

$65 

Star  Banc 

953 

15 

1,551 

4,013 

6,518 

24 

0.70 

11.8 

1,320 

117 

State  Street  Boston 

1,182 

-14 

177 

— 

1,359 

273 

2.74 

27.8 

5,756 

95 

Stone  Container 

1,208 

NA 

7 

— 

1,214 

307 

0.83 

11.0 

1,141 

71 

Storage  Technology 

612 

NA 

447 

368 

1,427 

252 

1 

§ 

3,619 

301 

Student  Loan 

306 

56 

14 

— 

320 

753 

0.13 

0.3 

500 

45 

Sumitomo  Bank  Calif 

587 

5 

791 

— 

1,377 

267 

0.69 

1.9 

384 

-13 

Summit  Bancorp 

972 

4 

33 

642 

1,648 

212 

0.02 

0.7 

11,812 

199 

Sun  Co 

1,407 

80 

— 

— 

1,407 

258 

1.80 

59.4 

2,763 

151 

Sun  Microsystems 

929 

69 

Ill 

— 

1,039 

371 

0.28 

3.4 

1,600 

114 

Sundstrand 

441 

— 

308 

— 

748 

486 

0.21 

8.0 

3,408 

350 

SunTrust  Banks 

250 

— 

3 

— 

253 

772 

0.12 

0.2 

328 

-2 

Sunwest  Financial 

740 

16 

172 

— 

912 

420 

1.73 

2.9 

1,792 

17 

Super  Food  Services 

905 

1 

— 

325 

1,230 

301 

0.18 

3.8 

11,515 

151 

Super  Valu  Stores 

1,127 

4 

— 

373 

1,500 

237 

0.37 

13.1 

7,863 

145 

Sysco 

500 

-17 

43 

— 

543 

612 

4.98 

2.6 

534 

13 

Talman  Home  Federal 

736 

73 

751 

— 

1,487 

240 

0.16 

3.9 

632 

98 

Tambrands 

543 

14 

5 
102 

814 

1,363 
976 

269 

0.65 

11.6 

1,873 

98 

Tandem  Computers 

874 

-10 

402 

0.09 

2.5 

4,648 

263 

Tandy 

445 

-25 

— 

— 

445 

685 

2.62 

2.6 

471 

-21 

TCF  Financial 

525 

3 

13 

— 

538 

616 

t 

§ 

1,097 

139 

TECO  Energy 

200 

-13 

4 

— 

204 

783 

t 

§ 

1,318 

14 

Tecumseh  Products 

NA 

NA 

— 

— 

— 

— 

0.14 

1.0 

1,396 

-70 

Tektronix 

454 

12 

15 

— 

469 

667 

0.62 

35.9 

3,511 

-213 

Tele-Communications 

584 

NA 

— 

— 

584tt 

578 

t 

§ 

3,446 

69 

Teledyne 

797 

-3 

3 

365 

1,165 

323 

0.36 

8.4 

2,401 

233 

Temple-Inland 

1,880 

15 

79 

114      „ 

2,073 

156 

0.10 

5.2 

14,511 

561 

Tenneco 

1,928 

8 

1,539 

— 

3,467 

63 

0.04 

7.1 

40,899 

1,450 

Texaco 

599 

-15 

6 

— 

606 

566 

0.04 

1.5 

6,567 

-39 

Texas  Instruments 

658 

32 

90 

— 

748 

487 

t 

0.5 

4,543 

851 

Texas  Utilities 

2,599 

12 

593 

— 

3,192 

75 

0.29 

7.8 

7,918 

283 

Textron 

3.200E 

-33 

17,757 

57,156 

78,113 

1 

t 

§ 

11,517 

-227 

Time  Warner 

882 

-23 

383 

— 

1,265 

295 

0.23 

8.9 

3,621 

181 

Times  Mirror 

565 

10 

6 

— 

572 

590 

13.75 

102.7 

1,701 

55 

Timken 

731 

10 

120 

132 

983** 

396 

0.29 

3.6 

2,446 

74 

TJX  Cos 

1,827     J 

69 

58 

2,355 

4,241 

49 

1.03 

29.5 

1,796 

229 

Torcimark 

2,166 

NA 

4 

— 

2,171 

137 

3.77 

27.0 

2,158 

123 

Tosco 

5,277 

19 

16 

— 

5,293** 

32 

0.02 

1.9 

5,510 

326 

Toys  'R'  Us 

1,109 

NA 

66 

312 

l,487tt 

241 

0.05 

1.2 

6,703 

266 

Transamerica 

250 

NA 

— 

— 

250tt 

774 

0.17 

1.8 

3,081 

41 

Transco  Energy 

700 

-26 

42 

— 

742 

490 

0.10 

2.3 

11,314 

-178 

Travelers 

861 

.      NA 

363 

— 

1,224 

302 

0.17 

4.9 

2,353 

-64 

Tribune 

1,011 

NA 

— 

— 

1,011 

382 

3.43 

19.0 

1,297 

31 

Trinity  Industries 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991.    tless  than  0.01%.    §Less  than  $100,000.    "Prior  year  data.    ttNew  CEO;  cash  compensation  is 
for  another  executive  off  ice.    E:  Estimated.    NA:  Not  available. 
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We're  counting  on 

Brian  to  produce 

a  Nobel  prize  winner. 


If  all  the  best  engineering  and  science 
students  go  directly  into  industry,  who  will 
teach  the  next  generation  of  American 
engineers  and  scientists? 

Many  top  students  who  would  prefer  to 
pursue  doctoral  degrees  simply  cannot  afford 
to.  Generous  starting  salaries  for  newly 
graduated  engineers  and  scientists,  coupled 
with  rising  education  costs,  make  the 
advanced  degree  seem  either  unattractive 
or  unattainable. 

What  Rockwell  is  doing. 

In  1989,  Rockwell  created  its  Graduate 
Fellowship  Program  to  encourage  top 
scholars,  like  Brian  McDonell,  to  stay  in  school 
and  earn  a  Ph.D.  Brian  is  working  toward  a 
doctorate  in  mechanical  engineering,  with 
special  emphasis  in  robotics. 

Rockwell  provides  twenty-three  grants  to 
eighteen  of  the  nation's  leading  universities. 
Each  fellowship  recipient  receives  full  tuition 


and  an  income  equal  to  half  the  starting 
salary  for  an  engineer  or  scientist  with  a 
Bachelor  of  Science  degree. 

Each  doctoral  student  also  is  guided  by 
a  Rockwell  mentor. 

The  goal  of  the  program  is  to  develop 
highly  qualified  educators  who  will  provide 
companies  like  Rockwell  with  future 
generations  of  scientists  and  engineers. 
Perhaps  even  a  Nobel  Prize  winner. 

What  you  can  do. 

A  graduate  fellowship  program  is  one 
of  hundreds  of  ways  you  can  encourage 
American  innovation  and  leadership  through 
quality  education.  For  more  information, 
simply  write  Rockwell,  P.O.  Box  905, 
Dept.  FBB,  El  Segundo,  CA  90245-0905  for 
printed  information  created  in  cooperation 
with  the  National  Association  of  Partners  in 
Education  (NAPE). 

Emphasize  Education.  Its  our  future. 


* 


Rockwell  International 


mmm 


ELECTRONICS     AEROSPACE      AUTOMOTIVE 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 


CORPORATE  AMERICA'S  MOST  POWERFUL  PEOPLE 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with              as 
firm            CEO 

Trinova/Darryl  F  Allen 

47 

Detroit  Ml 

Michigan  St,  BA  '65/Michigan,  MBA  '66 

finance 

19 

5 

Trustmark/Frank  R  Day 

53 

Aberdeen  MS 

Mississippi,  BA  '53 

banking 

33 

10 

TRW/Joseph  i  Go 

54 

Rising  Sun  IN 

Kent  State  U,  BA  Wale,  LLB  '62 

legal 

23 

2 

Turner  Broadcasting/Robert  £  Turner* 

52 

Cincinnati  OH 

sales 

28 

28 

Turner  Corp/Alfred  T  McNeill 

54 

Elizabeth  NJ 

Lehigh,  BS  '58 

technical 

33 

2 

TW  Holdings/Jerome  J  Richardson 

54 

Spring  Hope  NC 

Wofford,  BA  '59 

administration 

30 

2 

20th  Century  Inds/Louis  W  Foster* 

78 

Newberry  Ml 

Stanford,  BA  '35 

insurance 

35 

35 

Tyco  Laboratories/John  F  Fort 

49 

New  York  NY 

Princeton,  BS  '63/MIT,  MS  '66 

technical 

26 

8 

Tyson  Foods/Leland  Tollett 

54 

Nashville  AR 

Arkansas,  BSA  '58/MSA  '59 

operations 

32 

t 

UAL/Stephen  M  Wolf 

49 

Oakland  CA 

San  Francisco  State  U,  BA  '65 

operations 

3 

3 

UJB  Financial/T  Joseph  Semrod 

54 

Oklahoma  City  OK 

Oklahoma,  BA  '58/JD  '63 

banking 

10 

10 

Union  Bank/Taisuke  Shimizu 

55 

Japan 

Tokyo,  BS  '59 

banking 

6 

1 

Union  Camp/Raymond  E  Cartledge 

61 

Pensacola  FL 

Alabama,  BBA  '52 

sales 

35 

5 

Union  Carbide/Robert  D  Kennedy 

58 

Pittsburgh  PA 

Cornell,  BME  '55 

operations 

36 

5 

Union  Electric/William  E  Cornelius 

59 

Salt  Lake  UT 

Missouri,  BS  '53/Washington,  MLA  '83 

finance 

29 

7 

Union  Pacific/Drew  Lewis 

59 

Philadelphia  PA 

Haverford,  BS  '53/Harvard,  MBA  '55 

finance 

5 

4 

Union  Planters/Benjamin  W  Rawlins  Jr 

53 

Murfreesboro  TN 

Vanderbilt,  BA  '61/Georgia  St,  MBA  '69 

banking 

17 

7 

Union  Texas  Petrol/A  Clark  Johnson 

60 

Philadelphia  PA 

Haverford,  BA  '52/Pennsylvania,  MBA  '54 

marketing 

23 

7 

Unisys/James  A  Unruh 

50 

Goodrich  ND 

Jamestown,  BSBA  '63/Denver,  MBA  '64 

finance 

9 

1 

UA  Entertainment/Stewart  0  Blair 

42 

Scotland 

U  of  Glasgow,  MA '71 

administration 

4 

4 

United  Missouri  Bcsh/R  Crosby  Kemper 

64 

Kansas  City  MO 

banking 

41 

21 

US  Bancorp/Roger  L  Breezley 

53 

Williston  ND 

North  Dakota,  BA  "60 

finance 

14 

4 

US  Healthcare/Leonard  Abramson* 

58 

Philadelphia  PA 

Penn  St,  BA  '54/Nova,  MPA  78 

technical 

15 

15 

US  Shoe/Bannus  B  Hudson 

45 

Fort  Scott  KS 

Kansas,  BS  '68 

marketing 

6 

1 

US  Surgical/Leon  C  Hirsch* 

63 

Bronx  NY 

technical 

27 

27 

US  Trust/H  Marshall  Schwarz 

54 

New  York  NY 

Harvard,  BA'58/MBA '61 

banking 

24 

1 

United  Technologies/Robert  F  Darnell 

57 

Milton  MA 

Boston  U,  AS  '54 

operations 

35 

5 

United  Telecom/William  T  Esrey 

51 

Philadelphia  PA 

Denison,  BA  '61/Harvard,  MBA  '64 

administration 

11 

6 

Unitrin/Jerrold  V  Jerome 

61 

Seattle  WA 

Linfield,  BS  '52/Stanford,  MBA  '59 

finance 

29 

1 

Univar/James  W  Bernard 

53 

Brainerd  MN 

Oregon,  BS  '60 

sales 

31 

5 

Universal/Henry  H  Harrell 

51 

Richmond  VA 

Washington  &  Lee,  BA  '61 

administration 

17 

3 

Unocal/Richard  J  Stegemeier 

63 

Alton  IL 

Missouri,  BS  '50/Texas  A&M,  MS  '51 

technical 

40 

3 

UNUM/James  F  Orr  III 

48 

Minneapolis  MN 

Villanova,  BS  '65/Boston  U,  MBA  '69 

banking 

5 

4 

Upjohn/Theodore  Cooper 

62 

Trenton  NJ 

Georgetown,  BS  '49/St  Louis,  PhD  '56 

technical 

11 

4 

US  West/Richard  D  McCormick 

50 

Fort  Dodge  IA 

Iowa  St,  BSEE  '61 

operations 

6 

t 

USAir  Group/Edwin  1  Colodny 

64 

Burlington  VT 

Rochester,  AB  '48/Harvard,  LLB  '51 

legal 

34 

16 

USF&G/NormanP  Blake  Jr 

49 

New  York  NY 

Purdue,  BA  '64/MA  '66 

finance 

1 

1 

USG/Eugene  B  Connolly 

59 

New  York  NY 

Hofstra,  BS  '54/MBA  '64 

marketing 

33 

1 

USLife/Gordon  E  Crosby  Jr 

70 

Remsen  IA 

marketing 

32 

25 

UST  Inc/Louis  F  Bantle 

62 

Bridgeport  CT 

Syracuse,  BS  '51 

marketing 

29 

18 

USX/Charles  A  Corry 

59 

Cincinnati  OH 

Cincinnati,  BA  '55/JD  '59 

administration 

32 

2 

Valero  Energy/William  E  Greehey 

54 

Fort  Dodge  IA 

St  Mary's  U,  BBA  '60 

finance 

28 

17 

Valhi/Harold  C  Simmons 

60 

Alba  TX 

Texas,  BA  '51/MA  '52 

finance 

8 

4 

"Company  founder.    JNew  CEO,  less  than  six  months' 

service. 
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Salary  +  bonus 
($000)        %  change 


$490 
335 

1,024 
677 
422 

1,083 

1,404 
1,200 
1,273 
1,150 
697 
373 

801 

1,415 
555 

1,910 
446 
853 

581 

406 
562 
595 

1,046 
600* 

1,500 

484 

1,368 

1,143 

302 

803 

481 

1,192 

1,026 

1,344 

852 

625 

1,160* 
404 
1,083 
2,248 
1,593 
980 
2,872 


-Compensation 

other        stock  gains 
($000)         ($000) 


total 
($000) 


•31% 

$43 

3 

4 

-3 

75 

0 

64 

11 

— 

56 

43 

86 

— 

0 

4,005 

NA 

1,381 

0 

2,376 

■16 

442 

NA 

4 

3 

98 

0 

— 

6 

77 

23 

782 

0 

52 

26 

505 

— 

17 

16 

15 

14 

13 

23 

236 

NA 

NA 

7 

1 

NA 
5 


12 
6 
13 
NA 
10 

NA 
NA 
13 
6 
18 
NA 
261 


145 
3 

5,571 

55 

226 

354 


15 

1,010 

8 

199 

1,965 

1,485 

600 
83 

744 
13 

1,135 


— 

$533 

— 

339 

— 

1,099 

741** 
422 

— 

1,126 

— 

1,404 

— 

5,205 

— 

2,654tt 

775 

18,301 

— 

1,139 

— 

377 

773 


21 


19 
833 
638 


1,262 

1,033 

689 


1,948 


898 
1,415 
.  632 
2,692 

499 
2,131 

598 
421 
575 
831 
1,191** 
624 

7,071 

558 
2,427 
2,134 

302 

803 

496 
2,201 
2,296 
2,576 
3,505tt 
2,110 

1,760 
487 
1,829 
2,260 
1,593 
4,063 
2,872 


Rank 

among 

800  execs 

620 
747 
347 
492 
700 
334 

262 

33 

96 

2 

330 

724 

426 
254 
552 
91 
639 
148 

571 
702 
586 
455 
318 
554 

20 
597 
116 
146 
762 
465 

640 
131 
125 
102 
61 
150 

191 
646 
178 
126 
218 

52 

82 


Stock  owned 
'4  mkt  val 

($mil) 


0.10% 
4.40 
0.06 
61.52 
0.50 
3.72 

9.20 

1.81 
1.52 
0.34 
0.41 
0.01 

0.06 
0.06 
0.02 
0.07 
0.36 
0.18 

0.01 

t 

9.34 

0.08 

13.98 

0.09 

5.77 
0.25 
0.07 
0.04 
0.17 
1.05 

0.12 
0.11 
0.14 
0.10 
0.03 
0.38 

0.02 
0.51 
0.87 
1.00 
0.03 
0.69 
0.07 


$0.6 

9.5 

1.3 

1,285.1 

0.3 

15.9 

94.5 
41.5 
47.4 
12.0 

2.3 

§ 

1.8 
1.3 
0.5 
5.8 
0.7 
2.6 

0.1 
§ 

35.7 

1.6 

306.9 

0.4 

170.3 
0.8 
4.1 
2.4 
3.5 
2.7 

0.6 
7.2 
2.8 
7.6 
4.5 
3.3 

0.2 
0.5 
5.2 
48.4 
2.7 
7.4 
0.6 


Company  data1  Company 

sales  profits 

($mil)  ($mil) 

$1,955  $46  Trinova 

341  29  Trustmark 

8,169  208  TRW 

1,391  -16  Turner  Broadcasting 

3,258  -11  Turner  Corp 

3,682  -68  TW  Holdings 

800  99  20th  Century  Inds 

2,633  130  Tyco  Laboratories 

3,826  126  Tyson  Foods 

11,037  95  UAL 

1,305  -6  UJB  Financial 

1,686  147  Union  Bank 

2,840  230  Union  Camp 

7,621  308  Union  Carbide 

2,023  294  Union  Electric 

6,964  618  Union  Pacific 

427  23  Union  Planters 

1,283  116  Union  Texas  Petrol 

10,111  —437  Unisys 

1,426  -95  UA  Entertainment 

407  37  United  Missouri  Bcsh 

1,920  183  US  Bancorp 

1,297  78  US  Healthcare 

2,771  52  US  Shoe 


514 

394 

21,442 

8,345 

1,225 

1,395 

3,004 
10,945 
2,170 
3,033 
9,957 
6,559 

4,535 
1,915 
1,236 
751 
19,326 
1,169 
1,671 


46 

12 

751 

309 

132 

22 

34 

401 

185 

456 

1,199 

-454 

-569 

-90 

69 

223 

818 

95 

74 


US  Surgical 

US  Trust 

United  Technologies 

United  Telecom 

Unitrin 

Univar 

Universal 
Unocal 


Upjohn 
US  West 
USAir  Group 

USF&G 

USG 

USLife 

USTInc 

USX 

Valero  Energy 

Valhi 


'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  29, 1991 .    'Annualized  salary, 
cash  compensation  is  for  another  executive  office.    NA:  Not  available. 


tLess  than  0.01%.    §Less  than  $100,000.    "Prior  year  data.    ttNewCEO; 
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Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 
with 
firm 

• 
(years) 

as 

CEO 

Valley  Bancorp/Pi     M  Flatten  III 

51 

Green  Bay  Wl 

Wisconsin,  BBA  '62 

banking 

26 

2             I 

Valley  Fedeia;  S&L/3cott  A  Bralyt 

37 

Newport  Beach  CA 

USC,  BS  75                                1 

finance 

2 

1 

Valley  National/Richard  J  Lehmann 

47 

Portland  OR 

Washington,  BA  '66/MBA  '68 

banking 

3 

1 

Varian  Associates/J  Iracy  O'Rourke 

56 

Columbia  SC 

Auburn,  BS  '56 

operations 

1 

1 

Venture  Stores/Julian  Seeherman 

61 

Wilkes  Barre  PA 

Syracuse,  BA  '51 

sales 

14 

' 

VF/Lawrence  R  Pugh 

58 

White  Plains  NY 

Colby,  BBA  '56 

Princeton,  BA  '66/Harvard,  MBA  '68 

marketing 

11 

'       1 

4 

Viacom/Frank  J  Biondi  Jr 

46 

New  York  NY 

administration 

4 

Vons  Cos/Roger  E  Stangeland 

61 

Chicago  IL 

Illinois,  BS  '51 

sales 

31 

7 

Vulcan  Materials/Herbert  A  Sklenar 

59 

Omaha  NE 

Nebraska  Omaha,  BS  '52/Harvard,  MBA  '54 

finance 

19 

5 

Waban/John  F  Levy 

44 

Newton  MA 

Trinity  Col  CT,  BA '69/Harvard,  MBA  73 

journalism 

18 

2 

Wal-Mart  Stores/David  0  Glass 

55 

Mountainview  MO 

SW  Missouri  St,  BS  '59 

finance 

15 

3 

Walgreen/Charles  R  Walgreen  III 

55 

Chicago  IL 

Michigan,  BS  '58 

operations 

39 

20 

Wang  Laboratories/Richard  W  Miller 

50 

Buffalo  NY 

Case  Western  Res,  BA  '67/Harvard,  MBA  70 

administration 

2 

1 

Warner-Lambert/Joseph  D  Williams 

64 

Washington  PA 

Nebraska  Lincoln,  BS  '50 

marketing 

41 

6 

Washington  Mutual/Kerry  K  Killinger 

41 

Des  Moines  IA 

U  o<  Iowa,  BBA  70/MBA  71 

finance 

15 

1 

Washington  Post/ Donald  E  Graham 

45 

Baltimore  MD 

Harvard,  BA  '66 

journalism 

20 

t 

Washington  Water/Paul  A  Redmond 

54 

Lakeview  OR 

Gonzaga,  BS  '65 

operations 

26 

7 

Waste  Management/Dean  L  Buntrock* 
Weis  Markets/Sigfried  Weis 

59 

Columbia  SD 

St  Olaf,  BA  '55 

administration 

35 

23 

75 

Selinsgrove  PA 

Yale,  BA  '38 

sales 

53 

31 

Wells  Fargo/Carl  E  Reichardt 

59 

Houston  TX 

USC,  BA  '56 

banking 

21 

8 

West  One  Bancorp/Daniel  R  Nelson 

53 

Spokane  WA 

Washington  St,  BBA  "62 

banking 

7 

5 

Western  Capital  Inv/Robert  J  Malone 

46 

Los  Angeles  CA 

Loyola,  BA  '66/USC,  MBA  '69 

banking 

1 

1 

Westinghouse/Paul  E  Lego 

61 

Sandy  Ridge  PA 

Pittsburgh,  BSEE  '56/MSEE  "58 

technical 

35 

1 

Westvaco/John  A  Luke 

65 

Tyrone  PA 

Yale,  AB  '49 

operations 

42 

3 

Wetterau/Ted  C  Wetterau 

63 

St  Louis  MO 

Westminster,  BA  '52 

marketing 

39 

21 

Weyerhaeuser/George  H  Weyerhaeuser 

64 

Seattle  WA 

Yale,  BS  '49 

operations 

42 

25 

Wheeling  Pittsburgh/William  J  Scharffenberger1 

70 

New  York  NY 

Columbia,  BS '42 

finance 

4 

4 

Whirlpool/David  R  Whitwam 

49 

Stanley  Wl 

Wisconsin,  BS  '67 

marketing 

23 

4 

Whitman/James  WCozad 

64 

Huntington  IN 

Indiana,  BS  '50 

finance 

1 

1 

Whitney  Holding/William  L  Marks 
Whittaker/Joseph  F  Alibrandi 

48 
62 

Florence  AL 

Wake  Forest,  BA  '66 

banking 

1 

1 

Boston  MA 

MIT,  BS  '52 

operations 

21 

17 

Willamette  Inds/William  Swindells 

60 

Oakland  CA 

Stanford,  BS  '53 

operations 

38 

9 

Williams  Cos/Joseph  H  Williams 

57 

Tulsa  OK 

Yale,  BA  '56 

operations 

32 

12 

Wilmington  Trust/Bernard  J  Taylor  II 

65 

Philadelphia  PA 

Pennsylvania,  BS  '49 

banking 

12 

12 

Winn-Dixie  Stores/A  Dano  Davis 

45 

New  Rochelle  NY 

sales 

23 

9 

Wisconsin  Energy/Richard  A  Abdoo 

47 

Port  Huron  Ml 

Dayton,  BSEE  '65/U  of  Detroit,  MA  '69 

technical 

16 

t 

Witco/William  R  Toller 

60 

Fort  Smith  AR 

Arkansas,  BA  '56 

finance 

7 

1 

Woolworth/Harold  E  Sells 

62 

Ozark  AR 

sales 

46 

4 

Wm  Wrigley  Jr/William  Wrigley 

58 

Chicago  IL 

Yale,  BA  '54 

marketing 

35 

30 

Xerox/Paul  A  Allaire 

52 

Worcestei  MA 

Worcester  Poly,  BSEE  '60/Carnegie-Mellon,  MSIA  '66 

technical 

25 

1 

Yellow  Freight  Sys/George  E  Powell  III 

42 

Kansas  City  MO 

Indiana,  BS  70 

operations 

20 

1 

Zenith  Electronics/Jerry  K  Pearlman 

52 

Des  Moir.ts  IA 

Princeton,  AB  '60/Harvard,  MBA  '62 

finance 

20 

8 

Zions  Bancorporation/Harris  H  Simmons 

36 

Salt  Lake  City  UT 

Utah,  BA  77/Han/ard,  MBA  '80 

banking 

10 

t 

'Company  founder.    'Resigned  12/4/90.     i  Acting  CFO.    tNew  CEO,  less  than  six  months'  service. 
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Rank 

among 

800  execs 

Stock  owned 
%             mkt  val 
($mil) 

Company  data1 
sales           profits 
($mil)           ($mil) 

Company 

VUlllpcIlodUUll 

Salary  +  bonus               other        stock  gains         total 
($000)        %  change        ($000)          ($000)          ($000) 

$379                 8%              $19              $109 

$507 

631 

0.65% 

$1.9 

$347              $29 

Valley  Bancorp 

261                NA 

261 

771 

t 

§ 

309             -43 

Valley  Federal  S&L 

504               —                  40                - 

544 

611 

0.23 

1.0 

1,142                 8 

Valley  National 

782t              NA                 349                 - 

1,131 

332 

0.10 

0.9 

1,265               -4 

Varian  Associates 

708               NA                 104                 - 

812 

462 

0.09 

0.3 

1,421               35 

Venture  Stores 

890              -18                  -                - 

890 

429 

0.05 

0.9 

2,613               81 

VF 
Viacom 

1,459                 5                  -                - 

1,459 

246 

X 

§ 

1,600             -90 

884               19                 —                — 

884 

434 

2.93 

35.9 

5,334               50 

Vons  Cos 

726                 2                 396                 - 

1,122 

337 

0.26 

3.7 

1,105              120 

Vulcan  Materials 

609                0                402                - 

1,011** 

381 

0.62 

3.1 

2,410               18 

Waban 

630                 5                  38              1,761 

2,428** 

115 

0.14 

66.4 

32,742            1,291 

Wal-Mart  Stores 

913                6                113                - 

1,027 

374 

0.63 

24.9 

6,201              178 

Walgreen 

1,000*              NA                  -                 -              1,000 

386 

t 

§ 

2,369            -665 

Wang  Laboratories 

1,585                5                665             6,568             8,818 

10 

0.07 

6.9 

4,687              485 

Warner-Lambert 

398             -17                  13               110                520 

625 

1.00 

3.3 

727                 1 

Washington  Mutual 

325               NA                 431                 — 

756tt 

483 

12.71 

331.1 

1,439    '           175 

Washington  Post 

277                 4                 295                 - 

572 

589 

0.06 

0.4 

554                88 

Washington  Water 

1,582                17               2,777              8,096 
440                 5                   8                 - 

12,455 
448 

5 

0.59 

113.8 

6,034              709 

Waste  Management 

682 

12.68 

183.4 

1,272                87 

Weis  Markets 

1,468               -5                 100                 - 

* 

1,569              224 

0.26 

11.4 

5,843               712 

Wells  Fargo 

486                30                 —                - 

486              648 

0.02 

0.1 

465               43 

West  One  Bancorp 

473t              26                 146                 - 

619 

557 

0.11 

§ 

285             -76 

Western  Capital  Inv 

1,681                NA                 519 

2,200 

132 

0.01 

1.0 

12,915              268 

Westinghouse 

983                 4                  44                 - 

1,028 

373 

0.35 

7.1 

2,399               158 

Westvaco 

896                5                 32                -               927 

NA 

6.00 

37.3 

5,588               50 

Wetterau 

1,105                 4                    7                 - 

1,112 

342 

1.31 

66.9 

9,024              394 

Weyerhaeuser 

1,550               NA                 -                -      - 

1,550 

228 

i 

§ 

1,091                92 

Wheeling  Pittsburgh 

996               -3                  27                 - 

1,023 

377 

0.03 

0.7 

6,623                72 

Whirlpool 

975                50              2,231                 - 

3,206 

74 

0.22 

3.1 

2,305             -31 

Whitman 

567               NA                 -                - 

567 
960 

591 

t 

§ 

236              -17 

Whitney  Holding 

785               NA                 174                 - 
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A  year  at  an  elite  college  now  runs  about  $20,000. 
Isn't  there  a  cheaper  way  of  delivering  a  quality 
product?  The  answer  is  definitely  yes. 


College 


education 
without 
the  frills 


By  Leslie  Spencer 

Suppose  you  are  now  setting  aside 
money  to  send  your  5 -year-old  to 
college.  What  will  four  years  of  educa- 
tion cost  at  an  expensive  school,  such 
as  Harvard  or  Bennington?  Extrapo- 
late today's  tuition  and  other 
charges — currently  $20,000  a  year — 
into  the  future,  using  recent  growth 
rates,  and  you  arrive  at  the  staggering 
sum  of  $250,000.  That's  what  it  will 
cost  to  put  a  mortarboard  on  Albert 
or  Amy's  head  in  the  Class  of  2008. 

Can  nothing  stop  this  relentless 
inflation  in  college  costs?  Nothing 
but  innovative  thinking  and  a  serious 
restructuring  in  the  universities. 

For  years  parents  have  acquiesced 
in  the  common  practice  among  pri- 
vate colleges  of  Chivas  Regal  pricing. 
As  in  the  whiskey  market,  price  in- 
creases in  higher  education  seem  to 
increase  rather  than  reduce  demand. 
Conversely,  price  cuts  smack  of  low- 
quality  education — and  what  parents 
are  not  going  to  sacrifice  so  that  their 
offspring  get  the  best  possible  educa- 
tion? If  Harvard  costs  so  much,  it 
must  be  the  best.  With  this  attitude 
prevailing  among  parents,  other  pri- 
vate colleges  match  Ivy  League  prices 
and  services  rather  than  try  to  attract 
business  by  undercutting  Harvard. 
But  given  the  magnitude  of  money 
involved,  this  process  threatens  to 
price  private  college  educations  out  of 
their  prime  market,  the  middle-  and 
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today's  Bard  freshman  will  have  spent 
$90,000  by  graduation  day,  about  the 
same  tab  as  at  Stanford  or  Harvard  or 
Princeton.  (None  of  these  figures  in- 
cludes books  and  incidental  expenses, 
about  $1,500  a  year.) 

Does  Bard  deliver  a  product  that  is 
worth  nearly  three  times  York's  prod- 
uct? Depends  on  how  you  define  a 
college  education.  To  York's  presi- 
dent, Robert  Iosue,  education  at  York 
means  delivering  a  liberal  arts  degree 
at  a  cost  that  competes  with  state 
colleges.  "Teaching  counts,  publish- 
ing doesn't,"  he  says.  Bard's  presi- 
dent, Leon  Botstein,  aims  higher. 
"Quality  merits  enormous  sacrifice," 
he  says.  "We  want  to  be  the  moral 
equivalent  of  the  best  there  is  on  our 
own  terms." 

Tour  Bard's  bucolic  530-acre  cam- 
pus, situated  on  riverfront  property  in 
Annandale-on-Hudson,  N.Y.,  100 
miles  north  of  New  York  City.  The 


upper-middle-class  families  who 
don't  qualify  for  scholarships. 

Happily,  there  is  another  answer: 
no- frills  colleges.  As  Nobel  Laureate 
Milton  Friedman  suggests  on  page 
294,  there  is  no  inherent  reason  col- 
lege educations  have  to  cost  as  much 
as  they  do.  The  current  American  idea 
of  higher  education,  encompassing  a 
complete  lifestyle  bundle,  including 
fancy  buildings,  research  teams  and 
athletic  opportunities,  can  be  provid- 
ed for  around  $7,000,  65%  less  than 
the  going  Ivy  League  rate. 

Consider  two  liberal  arts  colleges  in 
the  Northeast:  Bard  and  York.  Both 
are  small.  Both  graduate  fewer  than 
700  students  a  year;  both  teach  a  basic 
curriculum  of  literature,  social  sci- 
ences and  natural  sciences;  neither  has 
a  substantial  graduate  program  or 
more  than  a  negligible  amount  of 
income  from  research  grants. 

There  the  similarities  stop.  At  Bard, 
tuition,  room  and  board  are  about 
$20,000  this  academic  year.  At  York, 
just  $7,000. 

The  gap  is  likely  to  widen.  York's 
cost  increases  have  averaged  5.5%  a 
year  over  the  past  six  years,  a  third 
lower  than  the  national  average  for 
private  schools.  If  this  rate  holds,  a 
current  York  freshman  will  have  spent 
$30,000  on  a  B.A.  by  the  time  he  or 
she  graduates  in  1994.  Assuming 
Bard's  7%  price  increases  continue, 
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F.W.  Olin  Humanities  Building  is  the 
epitome  of  postmodern  space  and 
style.  It  has  four  floors  of  enormous, 
sunlit  seminar  rooms,  the  white  walls 
adorned  with  stenciled  geometric  de- 
signs to  match  the  hardwood  chairs 
and  sky-blue  carpeting.  Price  when 
built  in  1987:  $5.5  million. 

Bard  sees  this  expensive  real  estate 
as  a  legitimate  cost  of  education. 
"The  idea  was  that  there  should  be  a 
humanities  building,  where  art,  litera- 
ture, history  happens,"  says  Pulitzer 
Prize  winner  and  American  literature 
professor  Elizabeth  Frank,  one  of 
Bard's  high-profile  faculty  members. 

The  Olin  building  was  just  a  small 
part  of  Bard's  five-year,  $50  million 
capital  campaign  completed  last  year. 
The  next  one,  budgeted  at  $65  mil- 
lion, is  already  under  way.  This  for  a 
school  with  fewer  than  1,000  full- 
time  undergraduate  students. 

The    $65    million,    to    be    raised 


through  donations,  could  be  invested 
to  lower  the  cost  of  tuition  by  25%. 
But  it  won't  be.  The  money  is  ear- 
marked for  a  library  expansion,  a  new 
theater  and  music  buildings,  and  a 
center  for  "curatorial  studies  in  art 
and  contemporary  culture."  Another 
$5  million  will  go  into  the  "Bard 
Center" — a  smorgasbord  of  extras  in- 
cluding nonteaching  fellows,  jour- 
nals, lecture  series,  music  groups  and  a 
star-studded  advisory  board. 

Are  these  facilities  really  necessary? 
When  a  reporter  visited  Bard  one 
afternoon  in  February  there  wasn't  a 
ripple  on  the  pool  or  a  sound  from  the 
squash  courts  of  the  elaborate  $6 
million  sports  center  donated  by 
trustee  Charles  P.  Stevenson  Jr.  and 
built  in  1989. 

Do  the  970  undergraduates  at  Bard 
need  this  kind  of  environment  in  or- 
der to  read  Shakespeare  or  work  cal- 
culus problems?  If  thinking  and  learn- 


ing are  the  main  objectives,  the  bud- 
get priorities  seem  skewed.  Bard's 
$11  million  library  addition  was  de- 
signed by  Robert  Venturi,  but  the 
plans  include  only  $200,000  to  sup- 
plement the  book- buying  budget. 

Of  course,  the  fancy  buildings  im- 
press prospective  students  and  their 
parents.  In  that  sense  you  can  think  of 
them  as  marketing  expenses.  Market- 
ing, yes;  education,  no. 

The  pampering  doesn't  stop  with 
the  students.  With  130  faculty  mem- 
bers, 90  of  them  full  time,  Bard  has  a 
student- to- faculty  ratio  of  9.5-to-l. 
Though  Bard  has  research  institutes, 
it's  not  a  research  university  like  Har- 
vard, so  the  ratio  seems  generous.  The 
resulting  productivity  problem  is  visi- 
ble. A  name -brand  fiction  writer  like 
Elizabeth  Frank  probably  wouldn't 
come  to  Bard  if  it  meant  spending  a 
lot  of  time  in  the  classroom.  Thus,  she 
has  an  endowed  chair  for  a  part-time 
teaching  load  of  two  courses  a  semes- 
ter; she's  on  campus  only  two  days  a 
week.  The  rest  of  the  time  she's  at 
home  in  New  York  City  writing  her 
novel.  She's  paid  as  a  full  professor, 
making  at  least  $47,000 . 

Other  professors  want  the  good 
life,  too.  Frank  says  that  the  high- 
profile  publishing  faculty  the  college 
seeks  finds  the  required  teaching  load 
of  8  hours  a  week  (which  goes  with  a 
lot  more  in  preparation  time)  plus 
tutorials  too  taxing.  And  Botstein,  the 
college's  president  since  1975,  knows 
that  it's  Frank's  forthcoming  novel, 
not  her  teaching,  that  will  bring  mon- 
ey and  prestige  to  the  college.  Still, 
the  school  offers  over  450  courses  a 
year,  one  for  every  two  full-time  un- 
dergraduates. They  include  such  eso- 
terica  as  "Sexuality/Textuality"  and 
"Forming  XIV,"  the  latter  for  stu- 
dents who  "seek  to  expand  their  con- 
ceptual, interpersonal,  and  material 
range  through  live  interaction  within 
a  collaborative  working  group." 

Is  Bard's  behavior  unique?  By  no 
means.  It  may  not  even  be  the  most 
glaring  example  of  misplaced  priori- 
ties in  higher  education.  Visit  any 
high-tuition  college  and  you'll  find  a 
frenzy  of  building  and  spending. 
Claremont,  Calif. -based  Pomona 
College,  which  has  1,375  students, 
spent  $24  million  in  the  last  two  years 
on  building  projects,  most  of  it  unre- 
lated to  classroom  activity.  In  1987 
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No -frills  colleges 


Robert  losue, 
president, 
York  College 
"I  stress 
teaching.  The 
faculty  know  not 
to  ask  for 
teaching  load 
reductions." 


Mount  Holyoke,  in  South  Hadley, 
Mass.,  built  a  59-stall  equestrian  cen- 
ter with  indoor  and  outdoor  rings. 

A  big  cost  incurred  by  colleges  and 
universities  involves  attracting  names 
that  will  impress  donors  and  prospec- 
tive students.  Never  mind  that  the 
names  aren't  there  just  to  teach.  In 
1985,  50  small  liberal  arts  colleges 
under  the  lead  of  Ohio's  Oberlin 
invented  the  designation  "research 
college"  to  attract  science  research 
faculty.  The  new  faculty  emphasizes 
research  and  will  bring  with  them 
federal  and  foundation  research 
grants. 

The  bottom  line  is  this:  Since  the 
1920s,  time  spent  in  the  classroom 
has  shrunk  in  universities  by  as  much 
as  two-thirds.  Since  1970  U.S.  col- 
leges have  reduced  each  semester  by 
an  average  of  two  to  three  weeks.  The 
situation  is  good  for  faculty.  In  fact, 
between  1977  and  1987  arts  and 
science  faculties  grew  by  16.3%  while 
student  enrollment  in  arts  and  sci- 
ences decreased  by  14.2%. 

Now  look  at  college  education 
without  the  frills. 

York  College,  on  80  acres  in  York, 
Pa.,  has  only  SI. 2  million  a  year  in 
income  from  its  $19  million  endow- 
ment. It  must  cover  95%  of  its  $18 
million  operating  budget  with  tu- 
ition, room,  board  and  other  fees 


collected  from  students — and  it  sets 
those  fees  as  if  price  competition  were 
a  decisive  factor  in  its  market.  The 
2,600  full-time  students  pay  $7,000  if 
they  board  and  $4,000  if  they  live  off 
campus.  Another  2,000  part-time 
students  pay  $400  per  course. 

The  huge  cost  difference  between 
Bard  and  York  begins  with  labor 
costs.  At  2 1  -to- 1  the  full-time  equiva- 
lent student-to-faculty  ratio  at  York  is 
more  than  double  Bard's;  more  im- 
portant, York  teachers  spend  more 
time  in  front  of  the  blackboard.  York 
has  112  full-time  teachers  putting  in 
1 2  hours  a  week  in  the  classroom,  plus 
163  part-timers  putting  in  an  average 
of  4.5  hours.  Thus,  York  can  deliver 
cost-efficient  lecturing  without  cram- 
ming students  into  giant  lecture  halls. 
York  has  no  class  with  more  than  50 
students,  and  the  typical  seminar 
course,  with  5  to  20  students,  is  only 
slightly  larger  than  at  Bard.  But  York 
has  no  "Sexuality/Textuality"  or 
"Forming  XIV"  in  its  course  catalog, 
which  concentrates  on  core  subjects 
like  English,  business  administration 
and  nursing. 

York  is  physically  less  luxurious 
than  its  competitor  on  the  Hudson. 
York's  barnlike  cafeteria  serves  hot 
and  cold  selections  a  bit  less  varied 
than  Bard's,  and  it  lacks  Bard's  do-it- 
yourself  waffle   machines   and    blue 


neon  signs  saying  "deli"  and  "condi- 
ments." Bunk  beds  are  much  more 
common  in  York's  plain  box  dorm 
rooms  than  they  are  at  Bard,  where 
seniors  generally  get  singles.  But 
York's  budget  supports  an  athletics 
program  including  two  gyms,  playing 
fields  and  five  coaches  (who  double  as 
physical  education  instructors),  as 
well  as  seven  music  groups. 

Bard  spends  lavishly  on  administra- 
tion and  student  services.  Not  even 
counting  the  administrative  costs  of 
the  academic  departments,  Bard 
spends  $6,000  per  student,  to  York's 
$1,000.  Counting  secretaries,  Bard 
employs  1  administrator  for  every  10 
students,  while  York  has  1  for  every 
40  students.  You've  seen  discrepan- 
cies like  these  before:  The  public 
school  system  in  the  1  district  of  Co- 
lumbia has  158  central  administrators 
to  tend  to  80,000  students;  the  Cath- 
olic Archdiocese  of  New  York  has  35 
to  serve  110,000  students  in  its 
schools. 

Bard's  other  big  academic  cost  is 
scholarships,  $6  million  a  year,  over 
$5  million  of  which  Botstcin  says  he 
must  raise  from  donors.  York  is 
spending  only  $800,000  of  its  own 
money  this  year  on  scholarships;  but 
less  needs  to  be  spent  on  scholarships, 
what  with  the  relatively  reasonable 
charges.  And  York  students  do  gel 
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than  its  competitor  on  the  Hudson. 
York's  barnlike  cafeteria  serves  hot 
and  cold  selections  a  bit  less  varied 
than  Bard's,  and  it  lacks  Bard's  do-it- 
yourself  waffle   machines  and   blue 


neon  signs  saying  "deli"  and  "condi- 
ments." Bunk  beds  are  much  more 
common  in  York's  plain  box  dorm 
rooms  than  they  are  at  Bard,  where 
seniors  generally  get  singles.  But 
York's  budget  supports  an  athletics 
program  including  two  gyms,  playing 
fields  and  five  coaches  (who  double  as 
physical  education  instructors),  as 
well  as  seven  music  groups. 

Bard  spends  lavishly  on  administra- 
tion and  student  services.  Not  even 
counting  the  administrative  costs  of 
the  academic  departments,  Bard 
spends  $6,000  per  student,  to  York's 
$1,000.  Counting  secretaries,  Bard 
employs  1  administrator  for  every  10 
students,  while  York  has  1  for  every 
40  students.  You've  seen  discrepan- 
cies like  these  before:  The  public 
school  system  in  the  District  of  Co- 
lumbia has  1 58  centi  al  administrators 
to  tend  to  80,000  students;  the  Cath- 
olic Archdiocese  of  New  York  has  35 
to  serve  110,000  students  in  its 
schools. 

Bard's  oth  academic  cost  is 

scholarships,  $6  million  a  year,  over 
$5  million  of  which  Botstcin  says  he- 
must  raise  from  donors.  York  is 
spending  only  $800,000  of  its  own 
money  this  year  on  scholarships;  but 
less  needs  to  be  spent  on  scholarships, 
what  with  the  relatively  reasonable 
charges.  And  York  students  do  get 
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TtEBCHE 

TtMTSWED 

ARAINFORESr 


Our  Wonder  Fiche  Not  Only 

Saves  A  Lot  Of  Trees.  It  Can  Help 

You  Save  Acres  Of  Office  Space* 

One  tree  creates  a  cubic  foot  of 
paper.  And  on  the  average,  every 
cubic  foot  of  paper  takes  over  a 
square  foot  or  office  space.  So  you'll 
do  both  the  environment  and  your 
business  a  lot  of  good  by  outputting 
data  directly  to  microfiche. 

ForPeopleWhoCan'tYetHy, 
Anacomp  Presents  A  Bridge* 

Anacomp's  new  DatagraphiX 
XFP  2000™  system  is  a  platform  for 
the  future.  A  bridge  to  the  emerging 
technologies  of  optical  disks  and 
sophisticated  laser  printing.  It  gives 
you  the  mostpractical  system  today 
- —  yet  offers  the  flexibility  to  grow 
into  the  2 1  st  century. 

FindAFactlnAForestOf 

Information  Without  Turning 

Over  Every  Leaf. 

With  Anatrieve™  and  Advanced 


Function 
^Indexing™ ,  you 
'  can  find  anything 
^ourcompanyhas 
^stored  andprint  it 
out  in  its  original 
form  in  seconds. 

It's  Not  Magic. 

It's  No  Illusion.  It's 

The  Best  Information 

And  Image  Management 

System  Available  l  oday. 

TheXFP2(XX)istheonlyO)nv 
puter  Output  Microfilm  (COM) 
system  designed  to  incorporate  the 
new  graphic  capabilities  into  its 
'Advanced  Function  Platform."  It 
has  the  ability  to  replicate  forms  and 
documents  from  computer' 
generated  data. 

Rest  assured  that  as  optical  disks 
and  bitmapped  data  laser  printing 
systems  become  practical  and  pos- 
sible,  you'll  be  able  to  take  advantage 
of  them  with  Anacomp's  new  system. 


It's  What  More 

And  More 

Companies  Are 

Doing  lb  Cope 

WithThe 

Out"Of*Space  Age. 


Reduce  the  paper  mountain  that 
stands  between  you  and  your 
corporate  goals.  Find  out  about 
owning  an  Anacomp  information 
and  image  management  (I  &  IM) 
system,  or  about  letting  us  cover 
your  needs  through  one  of  our 
service  bureaus.  Write  J.  Mark 
Woods,  E.V.P.,  Anacomp,  Inc., 
3060  PeachtreeRoad,  N.W., 
Atlanta,  Georgia  30305.  Or  call 
404-262-26677 

THE  IMAGE  OF  THE  FUTURE. 

anacomp 

©1991  Anacomp,  Inc.  Anacomp  and  DatagraphiX  are  registered 
trademarks  of  Anacomp,  Inc.  DatagraphiX  XFP  2000  (and  XFP 
2000),  Advanced  Function  Indexing  and  Anatrieve  are  trademarks 
of  Anacomp,  Inc. 


No-frills  colleges 

additional  scholarship  money  from 
federal  loan  and  grant  programs.  De- 
spite the  difference  in  cost,  65%  of 
students  at  both  colleges  receive  tu- 
ition subsidies. 

The  different  es  between  these  two 
private  colleges  do  not  exhaust  the 
possibilities  for  delivering  quality 
education  at  a  lower  cost  than  exists  at 
present..  York  could  push  its  costs 
even  lower  if  it  scrapped  the  tradition- 
al four-year  program  and  offered  stu- 
dents the  option  of  attending  year- 
round  for  three  years.  Or  if  it  offered 
extras  like  counseling  and  sports  only 
on  a  users-pay  basis — a  kind  of  un- 
bundling of  college  costs. 

What  if,  against  all  odds,  the  college 
business  were  invaded  by  competi- 
tive, for-profit  entities,  as  Milton 
Friedman  proposes  in  the  interview 
following  this  article? 

Don't  count  on  competition  any- 
time soon,  notwithstanding  that  non- 
profit status  is  no  longer  officially  a 
requirement  for  college  accredita- 
tion. In  principle,  for-profit  colleges 
are  as  plausible  as  for-profit  hospitals, 
which  hold  about  15%  of  the  hospital 
market. 

But  Charles  Cook,  a  director  at  the 
New  England  Association  of  Colleges 
&  Schools,  explains  that  the  accredi- 
tation teams  passing  judgment  on 
colleges  are  made  up  of  administra- 
tors and  faculty  from  the  association's 
existing  membership.  "No  way  a  for- 
profit  liberal  arts  college  could  survi- 
ve," he  says.  "Our  standards  reflect 
what  current  members  look  like."  For 
institutions  that  preach  the  virtues  of 
diversity  and  innovation,  American 
universities  are  remarkably  hostile  to 
diversity  and  innovation  within  their 
own  ranks.  There  is  more  than  a  little 
hypocrisy  at  work  here. 

Yet  given  that  a  college  education  is 
increasingly  deemed  the  right  of  every 
young  American,  the  country  cannot 
afford  to  keep  them  all  in  Harvard/ 
Bard/Stanford  style.  There's  some- 
thing to  be  said  for  the  pleasant  life- 
style and  the  association  with  famous- 
name  teachers,  but  these  are  luxuries, 
not  necessities,  for  education .  The 
U.S.  college  industry  lives  in  a  com- 
fortable marketplace,  largely  isolated 
from  price  competition  and  with  little 
constraint  on  inefficiencies.  So  did  the 
U.S.  automobile  industry  only  a  few 
decades  ago.  WM 


Nobel  Laureate  Milton  Friedman  argues  that  our  Ivy 
League  colleges  could  cut  tuition  in  half  and  still  make 
money  if  they  were  exposed  to  the  disciplines  of  the 
market  rather  than  counting  upon  government 
subsidies  and  big  private  donors. 

The  perils 
of  socialized 
higher  education 


By  Leslie  Spencer 


Milton  Friedman 

The  case  for  taxable  colleges. 


In  1966  the  Middle  States  Associa- 
tion of  Colleges  &  Schools  refused  to 
consider  Marjorie  Webster  Junior 
College  for  accreditation.  Was  the 
college  guilty  of  low  academic  stan- 
dards? Not  at  all.  Marjorie  Webster 
stood  accused  of  the  deadly  crime  of 
capitalism.  It  was  seeking  to  earn  a 
profit.  Nobel  Laureate  Milton  Fried- 
man testified,  free  of  charge,  on  the 
college's  behalf  in  the  case  the  college 
brought  in  1970  against  the  accredit- 
ing association.  His  testimony  failed 
to  convince  the  U.S.  Court  of  Appeals 
to  order  consideration  of  the  school 
for  accreditation,  and  the  college  was 
forced  to  close  in  1975. 

At  a  time  when  the  steadily  increas- 
ing cost  of  college  education  is  devas- 
tating the  middle  class,  Friedman  sees 
nothing  wrong  with  subjecting  high- 
er education  to  the  same  financial 


disciplines  other  services  must  bear. 
In  this  interview  Friedman  expands 
upon  the  theme. 

Can  you  run  a  college  like  a  busi- 
ness, insisting  that  it  cover  its  ex- 
penses from  operations  and  show  a 
return  on  its  investment?  Wouldn't 
this  harm  higher  education? 
Friedman:  I  have  no  doubt  whatso- 
ever that  it  would  be  possible  to  make 
money  on  half  the  tuition  charged  by 
the  Ivy  League  schools.  And  there's 
no  reason  to  be  surprised  at  that.  To 
start,  there  is  a  very  general  rule  that 
on  average  it  costs  half  as  much  to  run 
anything  privately  as  it  does  govern- 
mentally.  And  these  higher  education 
institutions  are  fundamentally  gov- 
ernmental institutions. 
Harvard,  Stanford — these  you  call 
governmental? 

I  don't  believe  there's  any  real  distinc 
tion  between  the  so-called  private  and 
the  so-called  public  universities.  In  no 
essential  respect  can  you  say  that  Stan 
ford  is  private  and  Berkeley  is  public. 
The  "public"  universities  like  Berke- 
ley and  Michigan  have  very  large  pri- 
vate endowments,  and  the  "private" 
ones  like  Stanford  and  Columbia  get 
about  a  third  of  their  income  from  the 
government  in  research  giants.  The 
distinction  is  between  governmental 
and  nongovernmental,  but   not   be 
tween  public  and  private. 
You've  said,  in  Free  to  ( '.boose  and 
elsewhere,  that  colleges  arc  not  just 
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A  SPECIAL  ADVERTISING  SUPPLEMENT 


THE     N  E  T  H  E  R  L  A  N  D  ,  S 


A  HISTORICALLY  OPEN 
SOCIETY  IS  THE 
CONTINENT'S  WIDEST 
PORTAL  TO  A 
UNIFIED  EUROPE. 

When  Bruce  Foods,  a  family- 
owned  business  based  in  New 
Iberia,  La.,  decided  to  build  a 
plant  in  Europe,  the  company  selected  Holland. 
"We  looked  at  ten  countries  over  two  years, 
says  President  J.S.  "Si"  Brown  III.  "When  we 
put  everything  into  the  balance,  Holland  came 
out  as  the  best  location  to  service  our  markets 
in  other  European  countries  and  Scandinavia. 
Another  country  offered  us  a  free  factory, 
but  we  turned  them  down.  We  didn't  like  their 
politics." 

By  "everything,"  Brown  means  an  excellent 
transportation  and  distribution  infrastructure, 
access  to  customers  and  supportive  govern- 
ment policies.  Holland  has  been  developing  its 
pro-business  approach  for  centuries. 


hamper  trade  and  whose  people  are  proficient 
in  the  languages  of  other  nations.  Holland  has 
a  tradition  of  political,  economic  and  social 
stability  that  makes  it  ideal  for  long-term 
investment.  The  Dutch  are  highly  educated  and 
more  multilingual  than  any  other  European 
people.  Seventy  percent  of  the  population  is 
fluent  in  English,  an  important  consideration 
for  American  firms  doing  business  there. 

A  PRO-BUSINESS  PARTNER 

Holland  is  already  well  ahead  of  other 
countries  in  making  it  easier  for  companies  to 
do  business  there  and  to  make  it  a  strategic 
base  for  doing  business  elsewhere  in  Europe. 
Its  assets  —  such  as  a  stable  currency,  low 
inflation  and  a  large  pool  of  venture  capital  — 
have  benefited  foreign  investors. 

U.S.  businesses  have  recognized  Holland's 
advantages  for  years.  The  Netherlands  started 
attracting  business  from  the  U.S.  long  before 
the  late  1970s,  when  the  Netherlands  Foreign 
Investment  Agency  (NFIA)  was  established  to 
bring  in  new  companies.  "It's  an  open  country," 
notes  NFIA's  Irwin  de  Jong,  executive 
director  for  the  U.S.  and  Canada. 
"The  number  of  projects  in  which  our 
agency  is  involved  grows  from  year 
to  year." 

NFIA,  which  is  staffed  by  busi- 
ness professionals,  has  offices  in 
Los  Angeles,  San  Mateo,  Calif,  and 
Ottawa,  Canada,  as  well  as  in  New 
York.  Other  offices  are  in  The  Hague, 
Tokyo,  Korea  and  Taiwan.  "We  added 
260  companies  in  the  1980s,"  says 


As  a  small  country  facing  the  sea,  with 
limited  natural  resources,  Holland  made  the 
most  of  its  location  by  becoming  a  trading 
nation  and  a  global  center  for  export  and  import. 

A  successful  trading  nation  must  be  an 
open  society  that  does  as  little  as  possible  to 


\j  de  Jong,  "and  since  1988  alone  have 
brought  in  more  than  80." 

Over  time,  the  agency's  empha- 
sis has  changed.  As  in  many  countries,  the 
initial  impetus  was  high  unemployment  in  the 
late  1970s.  "Then,  we  sought  large  employers 
to  generate  many  jobs.  Now,  we  also  seek  out 
companies  that  can  help  build  on  and  develop 
our  infrastructure:  small  to  medium  size,  with 
high  growth  and  good  management,  in  such 


fields  as  information  technology,  telecommuni 
cations,  biotechnology,  medical  technology, 
food  processing  technology  and  new  materi- 
als," says  de  Jong.  Chemistry  is  a  common 
thread.  "We  have  many  U.S.  chemical  compa- 
nies already  in  Holland,"  he  explains,  "not 


to  mention  domestic 

ones,  and  an  excellent  existing  infrastructure 

in  the  technology." 

De  Jong  mentions  another,  more  subtle 
reason  why  a  company  should  consider  a 
smaller,  neutral  country  from  which  to  do  busi- 
ness in  Europe.  "Economic  union  may  be  com- 
ing, but  cultural  differences  will  not  fade 
away.  Companies  that  locate  in  big  countries 
that  weigh  heavily  on  the  European  and  world 
political,  economic  and  cultural  scales  can  get 
caught  in  the  nationalism  of  the  host  country." 

At  the  same  time,  the  country's  economic 
climate  should  favor  private  enterprise,  which 
should  not  have  to  compete  with  state-subsi- 
dized or  state-owned  companies.  In  Holland, 
business  operates  under  the  free  enterprise 
umbrella  of  some  of  the  world's  largest  non- 
government-owned multinational  businesses 
in  electronics,  oil  and  chemicals.  "The  big 
companies  prove  that  Holland  is  an  important 
manufacturing  country,"  says  deJong.  "Further, 
they  are  themselves  an  attraction  to  foreign 
companies,  which  come  here  to  supply  them." 
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BERLANDS' 
MGEST  BANK 
P  PROMISES 
YOU  THE  WORLD, 
AND  DELIVERS. 

INTRODUCING 
ABN  AMRQ 


ABN  AMRO  is  a  global  banking  network 
offering  you  the  merged  resources  of  two  of 
the  Netherlands'  largest  banks,  ABN  and  AMRO. 

With  $233  billion  in  assets,  ABN  AMRO 
ranks  among  the  worlds  20  largest  banks 
in  terms  of  capital. 

But  thafs  only  part  of  the  ABN  AMRO 
story. 

With  more  than  1,800  offices  worldwide, 
ABN  AMRO  gives  you  unequalled  access  to 
corporate  and  export  finance  expertise  in  51 
countries.  In  fact,  ABN  AMRO  is  one  of  only 
two  banks  with  offices  in  all  12  nations  of  the 
European  Economic  Community. 

Whafs  more,  after  50  years  in  the  United 
States,  ABN  AMRO  has  a  proven  record  of 
success  in  North  America. 

ABN  AMRO  Holding  N.V  A  world  class 
financial  institution  with  the  resources, 
experience  and  connections  you  need  today. 


* 


ABN  AMRO 


North  American  Offices: 


Atlanta,  Boston,  Chicago,  Houston,  Los  Angeles,  Miami,  Montreal,  New  York, 
Pittsburgh,  San  Francisco,  Seattle,  Toronto  and  Vancouver. 


THE     NETHERLANDS 


A  STRATEGIC  LOCATION 

Physically  and  geographically,  Holland  is 
truly  Europe's  gateway.  It  offers  the  greatest 
port  in  Europe  and  largest  in  the  world: 
Rotterdam.  Rotterdam  lies  at  the  mouth  of 
Europe's  central  transportation  artery,  the 
Rhine  river,  which  gives  convenient,  economi- 
cal access  for  water  transport  to  virtually  all  of 
Europe.  The  port  has  held  the  number  one  spot 
since  it  eclipsed  Antwerp  in  1585. 

Amsterdam,  the  number  two  port,  is  also 
the  financial  center.  In  addition,  it  is  home  to 
Schiphol  Airport,  long  one  of  the  world's  most 
important  air  hubs.  It  has  been  officially  des- 
ignated the  world's  best  airport  eight  times 
since  1979.  Schiphol  is  host  to  a  huge  complex 
of  free  trade  zones,  customs  clearinghouses, 


distribution  and  transportation  compa- 
nies, as  well  as  light  and  heavy  industrial 
parks.  The  complex  is  designed  to  speed  trans- 
shipment of  goods  and  passengers  coming  to 
and  passing  through  Holland  and  the  rest  of 
Europe. 

Schiphol  is  home  base  to  the  world's  oldest ' 
commercial  airline,  KLM  Royal  Dutch  Airlines, 
which  works  closely  with  the  Schiphol  Airport 
Authority  to  integrate  the  airline's  service  with 
airport  facilities. 

Among  the  unique  services  the  airline/air- 
port partnership  developed  was  special  publi- 
cations-handling facilities.  KLM  made  it 
cheaper  and  faster  for  publishers  all  over  the 
world  to  route  their  international  mailings 
through  Schiphol.  That  service,  in  turn,  gener- 
ated others,  such  as  high-quality  printing  and 
media  services. 
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Holland  for  our  customers. 


Tourists  tend  to  think  of 
Holland  as  a  country  of  windmills, 
wooden  shoes  and  cheese. 

Our  international  business 
customers,  however,  know  that 
there's  another  side  to  the  Nether- 
lands. They're  familiar  with  us  as  an 
international  center  of  trade  and 
distribution. 

Information  is  an  important 
exchange  commodity.  And  PTT 
Telecom  Netherlands  is  one  of  the 
world's  leading  information  carriers. 

Offering  internationally  orient- 
ed business  customers  a  complete 
range  of  voice,  text,  data  and  video 
communications  services. 

From  basic  transmission  facili- 
ties and  leased  lines  to  extensive 
European  networks  and  professional 
round-the-clock  network  manage- 
ment. 

Advanced  technology  and  a 
high-quality  infrastructure  provide  a 
solid  basis  for  fast,  reliable  telecom- 
munications. 

Backed  up  by  such  traditional 
Dutch  values  as  flexibility  and  a 
customer  oriented  down-to-earth 
approach,  these  qualities  make  it  pos- 
sible for  us  to  offer  our  internation- 
ally operating  customers  compre- 
hensive solutions  to  their  business 
communications  needs.  Solutions 
which  are  not  only  efficient,  but 
surprisingly  cost-effective  as  well. 

For  more  information,  simply 
contact  our  New  York  office  by 
calling  1  800  777  6842. 


ptt  telecom 

netherlands    • 


International  by  nature 


SEMEN 


STATE-OF-THE-ART 
TELECOMMUNICATIONS 

Telecommunications  are  central  to  doing 
business  in  a  global  marketplace.  Here,  too, 
the  Netherlands  has  taken  a  lead.  Two  years 
ago,  Holland  took  its  postal  and  telegraph 
(PTT)  services  private,  reorganizing  them  as 
Royal  PTT  Nederland  NV.  The  telecommunica- 
tions company,  PTT  Telecom  BV,  is  one  of  two 
major  Royal  PTT  subsidiaries.  The  other,  PTT 
Post  BV,  handles  the  postal  service. 

PTT  Telecom  reflects  Holland's  gateway 
philosophy  and  position.  Domestic  telecommu- 
nications services  are  of  course  a  main  thrust 
of  the  company,  for  both  residential  and  busi- 
ness customers.  But  PTT  Telecom  is  also 
reaching  out  to  the  rest  of  the  world  to  provide 
links  for  international  customers  even  before 
they  arrive  in  Holland.  The  two-year-old  com- 
pany has  already  established  two  overseas 
subsidiaries:  PTT  Telecom  Netherlands  U.S. 
Inc.  in  New  York  and  PTT  Telecom  Netherlands 
Ltd.  in  London. 

"Our  strategy  is  to  be  more  of  an  interna- 
tional provider  for  international  customers," 
says  Robert  H.  Turner,  president  of  PTT 
Telecom  U.S.  "Consider  KLM,  a  major  customer 
with  operations  throughout  the  world.  If  we 
provide  them  with  telecommunications  ser- 
vices —  which  we  do  —  we  have  to  do  so  in 
more  places  than  Holland.  So  part  of  the  pro- 
cess is  to  set  up  several  foreign  subsidiaries, 
of  which  those  in  the  United  Kingdom  and  the 
United  States  are  the  first." 


THE     NETHERLANDS 


The  overseas  subsidiaries  are  represen- 
tative offices  designed  to  provide  close 
liaison  and  better  service  to  overseas 
customers  and  to  encourage  them  to  use 
Holland  as  the  gateway  for  their  own 
communications  networks.  "Companies 
that  deploy  networks  have  offices  all  ' 
over  the  world,"  Turner  notes.  "We  want 
to  work  with  their  national  communica- 
tions carriers,  such  as  AT&T,  MCI  and 
Sprint,  so  that  their  customers  who 
might  be  considering  European  networks 
will  consider  PTT  Netherlands  for  voice, 
data,  fax  and  other  value-added  com- 
munications services." 


COMPETITIVE 
FINANCIAL  SERVICES 

Global  finance  is  another  sector  in  which 
Holland  has  had  long  practice  and  at  which  it 
excels.  "The  country  has  a  very  well-developed 
banking  sector  and  many  strong  financial 
institutions,"  says.  Hans  Hannaart,  deputy 


general  manager  of  Rabobank  Nederland  in 
New  York.  "The  Dutch  currency,  the  guilder,  is 
sixth  or  seventh  among  world  trading  curren- 
cies. No  company  would  lack  for  financial 
services  in  Holland."  Indeed,  considering  that 

the  nation  is  among  the  world's  smaller  ones, 

«■ 

it  is  especially  impressive  that  three  Dutch 
banks  are  among  the  world's  top  50;  one  is  in 
the  top  20. 

These  financial  institutions  have  a  large 
global  presence  and  are  especially  strong  in 
Europe  and  the  U.S.  Rabobank  Nederland's 
universe  is  large  corporations  and,  more 
specifically,  agro-industry.  "We  want  to  be  a 
global  agribusiness  bank,  including  dealing  in 
commodities,"  says  Rabobank  New  York's 
Hannaart. 

Hannaart  sees  opportunities  for  Dutch 
banks  in  the  withdrawal  of  U.S.  banks  from  the 
international  arena.  "More  and  more  U.S. 
banks  are  retreating  from  foreign  operations, 
which  makes  more  opportunities  for  Dutch 
banks.  U.S.  companies  need  more  than  ever  to 
deal  with  local  banks,"  he  says.  "In  Holland, 


KLM:  THE  GLOBAL  AIRLINE 


In  1919,  Albert  Plesman  formed  a  limited  lia- 
bility company  named  Koninklijke  Luchtvaart 
Maatschappij,  N.V.  The  company,  K.L.M.  for 
short,  was  to  be  a  com- 
mercial airline.  Because 
Holland  is  a  small 
country,  K.L.M.  —  now 
known  as  KLM  Royal 
Dutch  Airlines  —  was 
an  international  airline 
from  its  inception.  The 
inaugural  flight  on 
May  17, 1920  was  from 
Amsterdam  to  London. 

Today,  KLM  is  the  net- 
work that  moves  people 
and  freight  to  and  from 
Holland  and  the  rest  of 
the  world  —  Dutch,  non-Dutch  and 
formerly  Dutch.  Indeed,  KLM  has  one  of 
the  few  remaining  truly  global  route  systems, 
serving  over  175  cities  in  75  countries. 

While  KLM's  easy  access  and  service  to 
Holland  and  the  world  commend  it  to  business 
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travelers,  its  innovative  programs  and  close 
relations  with  the  freight  handling  and  for- 
warding systems  of  its  home  airport,  Schiphol, 


commend  it  to  world  shippers.  Last  year,  the 
carrier  handled  over  1.4  billion  ton  miles  of 
cargo  and  mail,  up  5%  from  the  previous  year. 
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Holland  has  a  400-year  head  start 
gearing  up  for  global  strategies. 


The  Netherlands'  commitment  to 
international  commerce  dates 
back  centuries.  It's  a  vital  part 
of  the  Dutch  history  and  culture 
and  people. 

It's  also  vital  to  the  Dutch  economy. 

You  can  see  it  in  the  Dutch  telecom, 
logistical  and  industrial  infrastruc- 
tures. You  can  see  it  in  the  Nether- 
lands' research  agenda,  in  the 
orientation  of  its  professional 
services,  in  the  multilingual 
Dutch  workforce,  and  in  industrial 
policies  and  other  traits  that 
most  other  European  countries 
are  still  just  exploring. 

More  than  1,500  North  American 
companies  are  already  taking 
advantage  of  the  head  start  the 
Netherlands  gives  them. 

Just  in  the  last  year,  companies 
like  AFA-Polytek,  Apple,  Bruce 
Foods,  Compaq,  General  Mills, 
Halliburton,  Hercules,  Hewlett- 
Packard,  Rank  Xerox  and  Westing- 
house  have  announced  major  new 
projects  in  the  Netherlands. 

And  when  you  look  at  the  rate  of 
return  for  foreign  companies  in- 
vesting in  the  Netherlands,  you'll 
see  that  a  head  start  can  translate 
into  heady  rewards. 

Where  better  to  anchor  the  Euro- 
pean portion  of  your  company's 
global  activities? 


Netherlands 
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NEW  YORK  (212)  246-1434 

•    SAN  MATEO  (415)  349-8848 

LOS  ANGELES  (213)  477-8288 

•    OTTAWA  (613)  237-5030 
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we  finance  the  entire  corporate  sector,  not  just 
agribusiness."  The  bank  has  also  been  prepar- 
ing for  1992,  says  Hannaart.  "We  have  just 
increased  the  number  of  offices  in  Europe.  We 
feel  it  is  a  problem  to  service  clients  in  every 
corner  of  Europe  without  substantial  invest- 
ment, so  we  have  formed  strategic  alliances 
with  other  banks  in  other  countries.-  Banco 
Popular  in  Spain,  Credit  Agricole  in  France  and 
Lloyds  in  the  U.K.  Our  clients  can  use  the 


THE     NETHERLANDS 


the  number  of  offices  in  Europe  —  17  in 
Germany  alone,  not  to  mention  the  many 
branches  in  Holland. 

"We  help  U.S.  corpora- 
tions do  business  world- 
wide," says  Harrison  F. 
Tempest,  chairman  and 
chief  executive  officer  of 
ABN  AMRO  North  America 
and  EAB.  "We  have  more 
offices  in  foreign  coun- 
tries than  any  U.S.  bank, 
including  operations  in 
every  Common  Market 
country."  With  the 
merger,  ABN  AMRO 
positioned  itself  for 
a  much  more  com- 
petitive global  financial  marketplace. 
"There  will  be  only  a  select  number  of 
global  financial  players,"  predicts 
Tempest.  "We  will  be  one  of  them." 


offices  of  those  banks  in  those  countries  and 
their  clients  can  use  ours." 

ABN  AMRO  Holding  N.V.,  the  largest 
Dutch  bank,  is  the  fruit  of  a  recent 
merger  between  Algemene  Bank 
Nederland  N.V.  and  Amsterdam- 
Rotterdam  Bank  N.V.  It  is  also  a  major 
U.S.  bank  in  its  own  right.  The  U.S. 
subsidiary,  ABN  AMRO  North  America 
Inc.,  wholly  owns  LaSalle  National 
Corporation  in  Chicago,  the  holding 
company  for  LaSalle  National  Bank 
and  seven  other  Chicago-area  banks; 
it  owns  two-thirds  of  European 
American  Bancorp  (EAB)  in  New 
York;  and  it  has  branches  or  offices 
in  ten  U.S.  and  three  Canadian 
cities.  That  network  is  dwarfed  by 


A  FAVORABLE 
|  TAX  SITUATION 

"We  look  to  countries  that  have 
favorable  tax  treaties,"  says  ABN 
AMRO's  Tempest.  And,  where  the 
Netherlands  is  concerned,  that  opens 
up  many  countries. 
"The  Dutch  have  a  great  number  of  treaties 
throughout  Europe,"  notes  Eric  D.  Ryan,  direc- 
tor of  taxes  for  Apple  Computer  Corporation, 


Cupertino,  Calif.  "The  Dutch  probably  have 
the  best  treaty  network  in  the  world.  They  have 
no  tax  on  interest,  royalties  and  the  like. 
The  country  is  an  excellent  clearinghouse 
for  such  payments."  And,  adds  the  Netherlands 
Foreign  Investment  Agency's  Irwin  de  Jong, 
"We  have  the  lowest  withholding  tax,  at  5%, 
and  our  corporate  tax  is  the  lowest  on  the 
continent." 

"After  all,"  says  Ryan,  "the  Dutch  have 
been  traders  for  three  or  four  hundred 
years  and  they've  worked  pretty  hard  at  the 
treaty  network.  They  see  themselves  in  a  broker 
role."  Apple  has  had  a  distribution  center  in 
Holland  since  1981  and  is  expanding  its 
operations  to  a  new  center  at  Apeldoorn. 
Perhaps  ABN  AMRO's  Tempest  says  it 
best,  for  both  the  bank  and  for  Holland: 
"We  want  to  do  business  with  people 
doing  business  everywhere."  And  that  is 
the  open-minded  philosophy  that 
has  made  the  Netherlands  the  gateway 
to  Europe. 

This  supplement  was  written  by 
Peter  J.  Brennan.  a  New  York-based  writer 
and  consultant  on  international 
economic  and  industrial  development 
and  site  selection. 

Design:  David  November  &  Co.,  Inc. 
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Broadway  Boogie-woogie,  Mondriaan,  1942/43. 
The  Museum  oKModern  Art  Collection,  New  York. 
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Rabobank  Q 

The  Art  of  Dutch  Banking 


Rabobank  Nederland,  New  York  Branch,  245  Park  Avenue, 
New  York,  NY  10167,  Telephone:  (212)9167800.  Telex:  424337. 

Rabobank  Nederland,  Croeselaan  18,  3521  CB  Utrecht,  the  Netherlands. 

Telex  40200. 
New  York,  Dallas,  San  Francisco,  Sao  Paulo,  Curacao,  London,  Antwerp, 

Brussels,  Paris,  Luxemburg,  Zurich,  Miian,  Madrid,  Singapore, 

Hong  Kong.Jakarta,  Sydney,  ADCA-Bank  (Frankfurt,  Berlin,  Dusseldorf, 

Hamburg,  Hanover,  Leipzig,  Munich,  Stuttgart). 


Some  of  our 

biggest  assets 

never 

appear  on  a 
balance  sheet. 

Talent  may  be  an  essential  in  art,  but  as 
the  Dutch  painter  Mondriaan  showed, 
dedication  and  self-belief  are  indispens- 
able assets.  Similarly,  the  Dutch  Rabo- 
bank has  always  believed  that  its  re- 
lationship with  clients  and  their  industry 
was  one  of  its  biggest  assets.  Rabobank 
provides  a  full  range  of  domestic  and 
international  banking  products  and  ser- 
vices tailored  to  the  individual  needs  of 
its  clients,  as  part  of  a  broad  relationship. 
Rabobank's  financial  stability  and 
extensive  funding  sources  are  reflected 
in  its  AAA  credit  ratings.  With  total 
assets  of  more  than  US5  115  billion  it 
ranks  among  the  largest  banks  in  the 
world.  If  you  are  looking  for  a  financial 
partner  with  understanding  and  com- 
mitment, call  on  Rabobank  and  dis- 
cover the  consideration  with  which  we 
handle  our  assets. 


"Seasoned  travelers  have  always  held 
high  opinions  of  KLM. 


Now  they  11  have  to  revise  them  upwards!' 


■       I 


Over  the  years,  KLM  Royal  Dutch  Airlines  has 
outinely  introduced  seasoned  travelers  to  higher  stan- 
lards  of  leaving.  Today  is  no  exception:  In  the  months 
ahead  you'll  see  over  70  enhancements. 

You  may  board  a  new  747  Or  stretch  out 
in  a  new  Business  Class  seat  selected  not 
by  efficiency  experts,  but  by  comfort  experts: 
our  frequent  fliers.  Or  come  face  to  face  with 


a  fresh  Maine  lobster  flown  in  for  our  Royal  C -hiss. 

After  all,  it  was  frequent  fliers  who  gave  KLM  a 
reason  for  being. We're  simply  giving  them  a  better  air- 
line in  return.  For  details,  just  call  your  travel  agent. (  )) 
call  KLM  at  l-800-777-5553.The  airline  of 
the  seasoned  traveler.  mmmm 

The  Reliable  Airline  KLM 

Royal  Dutch  Airl 


Nobel  economist 
Friedman 
of  Stanford's 
Hoover  Institution 
"I  have  no  doubt 
whatsoever  that 
it  would  be 
possible  to 
make  money  on 
half  the 
tuition  charged 
by  the  Ivy 
League  schools." 


in  the  business  of  selling  education 
to  students.  They  mix  in  other  busi- 
nesses as  well.  For  example,  they 
peddle  immortality  by  putting  peo- 
ple's names  on  buildings  in  return 
for  big  contributions. 
I  have  always  argued  that  universities 
are  multiproduct  enterprises.  They 
produce  three  major  products: 
schooling,  research  and  monuments. 
All  the  participants  in  this  venture 
serve  multiple  functions,  and  it  is  very 
hard  to  isolate  the  separate  compo- 
nents. You  have  to  really  look  at  them 
the  way  you  do  General  Motors  or 
General  Electric. 

For  instance,  students  are  resources 
as  well  as  customers.  Why  does  a 
college  give  scholarships?  A  university 
will  not  be  able  to  attract  large  donors 
without  a  prestigious  reputation.  And 
the  way  it  gets  this  reputation  is  by 
bringing  in  high-quality  students  who 
can  give  the  institution  a  good  name 
in  the  future,  and  who  become 
sources  of.funds  and  monuments  for 
the  institution  in  the  future. 

In  principle,  if  the  multiproduct 
firm  is  efficient,  a  single-product  firm 
should  not  be  able  to  take  away  its 
business.  If  c.E  makes  electric  bulbs 
and  also  makes  something  else,  a  firm 


that  makes  only  bulbs  should  not  be 
able  to  take  away  GE's  bulb  business. 
So,  as  multiproduct  businesses, 
universities  should  be  economically 
efficient,  yet  they  are  not.  They 
require  donations,  government 
grants  and  endowments  to  balance 
their  budgets. 

They  are  inefficient  for  the  same  rea- 
son that  governmental  enterprises 
are.  They  are  not  dependent  on  a 
market  test,  because  they  have  sources 
of  funds,  like  government  grants  and 
faithful  alumni,  that  are  not  really 
affected  by  markets. 

I  ask  businessmen:  If  you  want  to 
buy  a  gadget  for  your  business,  do  you 
look  at  whether  someone  who  gradu- 
ated from  college  with  you  is  produc- 
ing that  gadget,  or  do  you  look  for  the 
best  and  cheapest  gadget?  But  when 
you  look  for  what  university  or  col- 
lege you  are  going  to  subsidize,  do 
you  look  for  the  one  that  is  producing 
what  you  want  to  buy,  or  do  you  look 
at  your  school  tie? 

Does  this  inefficiency  also  apply  to 
research? 

You  have  dozens  of  examples  of  sin- 
gle-product research  outfits.  Battelle 
Memorial  Institute  and  Bell  Labs,  for 
instance. 


And  the  think  tank  industry  is  an- 
other form  of  hiving  off  into  single - 
product  enterprises.  That's  been  pro- 
moted, in  part,  by  two  separate 
trends.  One  has  been  the  increasing 
"political  correctness"  thinking  at 
colleges  and  universities.  This  has 
provided  a  supply  of  scholars  for  think 
tanks.  And  the  demand  for  think  tanks 
has  arisen  because  one  of  the  side 
effects  of  growing  government  has 
been  an  increase  in  the  amount  of 
funds  available  for  think  tanks  from 
private  foundations  like  the  Bradley, 
Olin  and  Lilly  foundations. 

Monument  building  is  the  hardest 
one  to  separate.  But  I  think  you  do 
have  separate  monuments — for  ex- 
ample, the  Metropolitan  Museum  or 
the  Mellon  Institute  in  Washington, 
D.C.  Art  institutes  and  astronomical 
observatories  seem  to  have  been  a 
favorite  form  of  private  monument. 
Despite  inefficiency,  many  colleges 
make  a  lot  more  than  they  spend. 
Harvard,  for  example,  reported  in- 
come over  expenditure  of  $450 
million  for  1988-89.  Yet  Harvard 
pays  no  income  taxes,  except  on 
investment  income.  And  there  is 
another  subsidy  in  that  donors  get 
a  deduction  from  taxable  income. 
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Milton  Friedman 


It  is  important  to  distinguish  two  very 
different  things.  One  is  whether  you 
as  an  individual  should  be  permitted 
to  deduct  gifts.  The  other  is  whether 
the  institutions  to  which  you  choose 
to  give  should  be  tax-exempt  from  the 
point  of  view  of  income  and,  more 
important,  property.  There  is  a  case 
for  the  first,  on  the  grounds  that  it  is  a 
way  in  which  you  can  decentralize  the 
decision  about  how  tax  money  should 
be  devoted  to  various  activities. 

But,  for  the  second,  I  think  that  the 
most  important  single  reform  we 
could  make  from  the  point  of  view  of 
getting  better  government  would  be 
to  abolish  nontaxable  status  com- 
pletely— for  churches,  universities, 
everything.  Why?  Because  the  non- 
profit sector  is  the  major  source  of 
pressure  for  increasing  the  size  of 
government  and  its  intervention  in 
our  affairs.  It  is  a  set  of  institutions 
that  are  capable  of  getting  the  benefit 
of  government  expansion  without 
paying  the  cost.  They  don't  have  to 
pay  any  taxes  for  it — though  of  course 
their  employees  do — and  yet  they  get 
the  tax  money  coming  back  to  them. 
And  as  an  empirical  matter  it  is  clear 
that  the  major  source  for  what  is 
wrongly  called  '"liberal"  governmen- 
tal involvement  is  from  the  universi- 
ties and  the  churches. 
The  term  "nonprofit,"  of  course, 
connotes  virtue.  If  universities 
were  "for-profit,"  people  would  no 
longer  see  them  as  needing  help. 
I  agree  completely.  But  let  me  put  it 
differendy.  Nonprofit  status  is  a  sell- 
ing point  for  monuments.  Mrs.  Jones 
is  not  likely  to  erect  a  monument  for 
her  late  husband  by  building  a  new 
structure  at  the  Jones  Chemical 
Works;  she  will  prefer  to  give  a  Jones 
Library  to  a  university.  Whyr  Because 
a  university  is  somehow  associated 
with  an  estimable  public  enterprise. 

Come  to  think  of  it,  why  do  we 
refer  to  these  institutions  as  nonprofit 
rather  than  nontaxable?  I've  tried  to 
write  about  schools  as  governmental 
versus  nongovernmental  rather  than 
public  versus  private.  Referring  to 
taxable  versus  nontaxable  rather  than 
for-profit  versus  nonprofit  schools 
would  also  be  a  much  cleaner,  non- 
Orwellian  use  of  language. 

So  it's  a  very  good  idea:  Let's  set  up 
some  taxable  liberal  arts  colleges  and 
see  how  they  compete.  ■■ 


How  a  couple  of  Ivy  League  entrepreneurs 
successfully  compete  with  state  colleges — 
and  make  money. 

Good  school 


story 


By  Leslie  Spencer 

Ronald  Taylor  recalls  the  day  in 
September  1973  when  he  and  his 
partner,  Dennis  Keller,  opened  the 
Keller  Graduate  School  of  Manage- 
ment in  a  Chicago  office  building. 
"Dennis  and  my  wife  and  I  had  to 
carry  a  12-foot  chalkboard  up  21 
floors  because  it  wouldn't  fit  in  the 
elevator,"  Taylor  says.  "We  had  seven 
students,  one  of  them  our  secretary." 
Keller  and  Taylor  are  entrepreneurs 
in,  of  all  businesses,  education.  Their 
for-profit  management  school  offers  a 
good-quality  M.B.A.  for  $5,600  a 
year,  about  a  third  of  the  cost  of  an 
M.B.A.  at  places  like  the  University  of 


Chicago  and  Stanford,  where  Keller 
and  Taylor  (respectively)  earned 
theirs  in  the  late  1960s. 

Taylor  graduated  from  Harvard  in 
1966.  Keller  earned  a  B.A.  from 
Princeton  in  1963.  After  business 
school,  and  for  Taylor  a  stint  in  Viet- 
nam, they  both  went  to  work  for  the 
DeVry  Institute  of  Technology,  a 
proprietary  school  then  owned  by 
Bell  &  Howell  that  offered  associate 
and  bachelor  programs  in  electronics. 
At  DeVry,  the  pair  learned  something 
not  often  taught  at  the  prestige  busi- 
ness schools:  the  economics  of  for- 
profit  education. 


Ronald  Taylor  and  Dennis  Keller 

The  M.B.A.  program  as  profit  center. 
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Interstellar  Blacksmithing 

Applied  Metelligence  from 
Fansteel/PSM 
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Sojourning  in  space  demands  the  highest 
application  of  the  metallurgical  sciences. 
Exotic  alloys  must  be  fabricated  into  required 
shapes  by  leading  edge  techniques.  These 
vehicles  require  interstellar  blacksmithing 
from  Fansteel/PSM. 

Fansteel/PSM  developed  the  basic  parameters 
to  fabricate  columbium  alloys  and  perfected 
the  monocoque  nozzle  extension.  This  lightened 
the  Apollo  Service  Module  by  520  lbs. 
Fansteel/PSM  developed  the  process  for 

etelligence- 

spinning  the  huge  A12219  dome  caps  for 

the  Space  Shuttle. 

Numerous  challenges  had  to  be  met  in  order 

to  develop  the  large,  highly  visible  Space 

Shuttle  nozzle  extension,  including  bulge  and 

weld  tooling,  the  match  fitting  of  each  weld 

joint  and  the  perfection  of  the  weld  joint  using 

pulse  arc. 

Applied  Metelligence  at  Fansteel/PSM  means 

interstellar  blacksmithing.  It  is  one  more 

reason  it  will  pay  you  to  know  more  about  us. 


The  custom  designed  24000  lb  Aronson 
welding  positioner  gives  PSM  versatility 
in  handling  the  large  size  nozzle 
requirements  of  the  aerospace  industry. 


R 


n  t  v: 


1  Tantalum  Place 

North  Chicago,  IL  60064 

708-689-4900 


DeVry 


In  1973  Keller  and  Taylor  raised 
$150,000  from  parents  and  friends  to 
fund  their  management  school.  For 
two  years  Keller  and  Taylor  operated 
their  business  as  a  full-time,  nonac- 
credited  day  school  offering  a  one- 
year  certificate  in  business  administra- 
tion. They  did  most  of  the  work — 
teaching  and  administration — them- 
selves, sometimes  without  pay.  By  the 
end  of  1974  they  had  a  staff  of  five 
teachers,  about  25  students,  still  no 
accreditation  and  a  bank  account  that 
was  near  the  vanishing  point. 

Even  though  they  kept  costs  and 
tuitions  low,  they  still  couldn't  com- 
pete with  charitable  subsidies  and  tax 
advantages  of  established,  nonprofit 


$182  million.  It  was  a  highly  lever- 
aged transaction,  but  since  then  the 
company  has  paid  down  $58  million 
of  the  acquisition  debt  while  a  pend- 
ing public  offering  of  DeVry  Inc. 
should  bring  in  enough  to  pay  down 
another  $44  million. 

The  Keller  management  school  is 
still  cranking  out  would-be  execu- 
tives, but  it  is  now  overshadowed  by 
the  rest  of  the  company.  The  DeVry 
Institutes  enroll  24,000  students  on 
11  U.S.  and  Canadian  campuses,  ac- 
counting for  all  but  a  sliver  of  DeVry 
Inc.'s  June  1990  fiscal  year  revenues 
of  $156  million.  Popular  majors  are 
electronics,  data  processing  and  ac- 
counting. 


Students  in  a  DeVry 
electronics  lab 
To  them,  this 
looks  like  a 
better  buy  than 
a  state  school 
at  half 
the  price. 


schools.  Many  prospective  students 
could  not  afford  to  enroll:  As  the 
school  was  unaccredited  and  still 
didn't  offer  degrees  (as  opposed  to 
certificates),  they  were  ineligible  for 
federal  loans. 

Taylor  and  Keller  decided  to  switch 
emphasis  to  an  evening  program  for 
working  adults.  The  new  formula 
worked.  They  were  offering  M.B.A.s 
by  1976  and  were  fully  accredited  the 
following  year.  By  1987  they  were 
grossing  $5  million  a  year  from  an 
enrollment  of  1 ,300. 

It  was  time  to  branch  out.  Their  old 
employer,  Bell  &  Howell,  wanted  to 
unload  its  85%  stake  in  DeVry.  A 
venture  capital  group  led  by  Chicago 
based  Frontenac  Co.  provided  the 
Keller  management  school  with  $24 
million  in  equity  to  buy  DeVry  for 


Education  can  be  a  profitable  line 
of  work.  DeVry's  operating  income 
(profits  before  interest,  depreciation 
and  taxes)  ran  to  $21  million  on  sales 
of  $122  million  in  the  last  nine 
months. 

How  have  the  education  authori- 
ties reacted  to  the  invasion  of  capital- 
ism on  their  turf?  Without  enthusi- 
asm. Until  recently,  New  Jersey,  for 
instance,  did  not  have  legislation 
allowing  for-profit  schools  to  offer 
bachelor's  degrees.  DeVry's  degree 
granting  status  is  now  being  consid- 
ered by  New  Jersey.  But  the  educa- 
tional authorities  see  another  fatal 
flaw  in  the  operation:  The  teachers 
work  too  hard,  putting  in  20  class 
room  hours  a  week.  Steven  Brown, 
dean  of  administration  at  DeVry's 
Wood  bridge,  N.J.  campus,  says  the 


state  wants  him  to  limit  his  teachers  to 
15  hours  a  week. 

New  Jersey,  groaning  under  a  huge 
state  budget  and  higher  taxes,  might 
be  better  off  taking  a  leaf  from  De- 
Vry's book.  For  now,  the  school 
c  copes  as  best  it  can:  Each  year  it  packs 
off  about  100  degree  students  to  sis- 
ter schools  in  Atlanta  or  Chicago  for 
two  semesters,  allowing  them  to  earn 
their  degrees  in  Georgia  or  Illinois 
before  returning. 

Despite  the  hurdles  set  up  by  laws 
in  some  states,  Keller  and  Taylor  easily 
overcame  the  other  obstacle:  accredi- 
tation, controlled  by  regional  associa- 
tions. Keller  Graduate  School  was  the 
first  for-profit  school  the  North  Cen- 
tral Association  of  Colleges  &  Schools 
ever  accepted  for  membership.  Of 
course,  its  unconventional  approach 
to  the  M.B.A.  curriculum  worried  the 
educational  establishment.  But  today 
the  president  of  the  Council  on  Post- 
secondary  Accreditation,  Thurston 
Manning,  is  on  DeVry  Inc.'s  board, 
and  Keller  and  Taylor  have  become 
active  accrediting  consultants. 

At  a  DeVry  Institute  campus  in 
Lombard,  111.,  just  off  the  beltway  that 
circles  Chicago,  one  of  the  classrooms 
in  a  concrete  block  building  is  stuffed 
with  tense-looking  students  taking 
exams.  What  they've  retained  of  ap- 
plied calculus  and  cost  accounting  is 
being  tested.  Most  of  these  kids  have 
parents  who  never  went  near  college, 
and  they  are  relying  on  federal  loan 
programs  to  help  manage  the  $4,750 
in  tuition  and  fees  for  an  academic 
year  at  DeVry.  That  figure  is  almost 
twice  the  $2,500  a  DeVry  student 
would  pay  to  go  to  nearby  Northern 
Illinois  University.  But  Taylor  says 
that  students  are  willing  to  pay  the 
difference  because  they  think  that  a 
degree  from  DeVry  pays  off  in  the  job 
market. 

Taylor  and  Keller  have  big  dreams 
for  the  DeVry  Institutes.  For  one, 
down  the  road  they  are  interested  in 
offering  management  contracts  to 
public  schools  (kindergarten  through 
grade  12).  If  this  works,  both  students 
and  taxpayers  could  be  better  off,  but 
the  bureaucrats  and  teachers1  unions 
will  probably  do  everything  possible 
to  stop  it. 

"Education  is  hurting  deeply," 
says  Keller  with  a  grin.  "We  tan 
help."  Is  anybody  listening?         ■ 
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AMERITECH 


In  1990,  Ameritech  continued  to  lead 
the  six  other  regional  telecommunica- 
tions companies,  with  a  return  to  equi- 
ty of  16.3%.  Net  income  was  $1.25 
billion.  Ameritech's  five  Bell  companies 
serve  more  than  12  million  customers 
in  the  Great  Lakes  region  and  its  other 
communications  businesses  provide 
mobile  communications,  paging,  direc- 
tories, voice  messaging,  lease  financing 
and  audiotex  services  domestically  and 
internationally.  Ameritech  also  is  an 
owner  of  the  Telecom  Corporation  of  New  Zealand,  that  coun- 
try's principal  supplier  of  telecommunications  services. 


BANCO  EC0N0MIC0 

S^  BANCO  ECONOMICO,   Latin  Amen- 

SETj  E?  ca's  oldest  privately  owned  bank,  is  Bra- 

■'•'  zil's   third-largest   diversified   financial 

group  in  terms  of  loans.  It  is  a  full- 
service  organization  active  in  all  bank- 
ing areas,  and  a  major  investor  in  non- 
financial  industries  (petrochemicals,  ag- 
ribusiness, tourism).  Internationally  it 
is  involved  in  trade  financing,  debt-eq- 
uity conversions,  privatization,  private 
banking  and  asset  swaps  through  its  overseas  offices  headquar- 
tered in  New  York. 


AMP  Incorporated 

15%  compound  annual  growth  rate  and 
21%  ROE  for  over  30  years.  Outlook 
good  for  continued  growth.  9%  of  sales 
spent  on  RD&E  ($263  mil  in  1990). 
Sales 
(Mil)       EPS 
$3,044    $2.70 
2.63 
2.96 
2.31 
0.69 


2,797 

2,670 

2,318 

633 


1990 

1989 

1988 

1987 

1977 
Steady  Growth — through 
and  markets.  Sales  up  all  but  4  of  49  years, 
electronics  oriented.  Broad  diversification — leading  producer  of  elec- 
trical/electronic connection  devices.  Over  100,000  types/ 
sizes;  100,000  customers.  Subsidiaries  in  27  countries.  O 
(AMP-N.Y.S.E.) 


Div. 
$1.36 
1.20 
1.00 
.85 
16c 
new   products 
80%   of  sales 


BFCE 

A  reliable  banking  partner  to  a  dynamic 
corporate  and  institutional  clientele  op- 
erating in  the  international  markets. 
BFCE  offers  diversified  financing  in- 
struments as  well  as  new  and  highly 
innovative  products  to  manage  pay- 
ments in  France  and  worldwide.  The 
Bank  solves  currency  and  interest  rate 
risk  management  problems  and  pro- 
vides a  full  array  of  investment  in- 
struments. BFCE  is  expanding  services 
for  merger  and  acquisition  and  equity 
financing. 


Amwest  Insurance 
Group,  Inc. 

Amwest  is  a  highly  successful  under- 
writer of  specialty  surety  bonds.  It  is 
the  largest  specialty  surety  underwriter 
in  the  United  States.  Amwest  operates 
through  35  branch  offices  in  all  major 
cities.  Since  1980,  sales  have  grown  at  a 
36%  compound  rate  to  $55.1  million  in 
1990.  For  the  last  decade,  return  on 
equity  has  averaged  22.5%. 

(AMEX,  PSE:  AMW) 


BP 

BP  is  the  world's  third  largest  oil  com- 
pany, operating  in  over  70  countries. 
The  company's  key  strengths  are  in  oil 
and  gas  exploration  and  production,  re- 
fining and  marketing  petroleum  prod- 
ucts and  chemicals.  BP  also  has  impor- 
tant interests  in  nutrition.  Today  about 
35%  of  BP's  fixed  assets  are  held  in  the 
U.S. 

NYSE  SYMBOL:  BP 
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BALDOR 


A  leader  in  industrial  electric  motors, 
Baldor  Electric  Company  (NYSE:BEZ) 
achieved  record  sales  and  record  earn- 
ings in  1990.  Financial  ratios  and  the 
balance  sheet  are  very  strong. 

This  Annual  Report  highlights  VAL- 
UE to  customers,  and  the  important 
ingredients  of  VALUE  that  meet  cus- 
tomer demands  and  expectations. 

These  necessary  ingredients  are  high 
QUALITY     products,     excellent     SER- 
VICE, competitive  COST  and  reduced 
delivery  TIME.  The  Annual  Report  discusses  how  Baldor  mea- 
sures up  to  these  elements  of  VALUE  to  customers. 


Brush  Wellman  Inc. 


The  Company  is  a  leading  internation- 
al supplier  of  high  performance  engi- 
neered materials.  It  is  a  fully  integrated 
source  of  beryllium,  beryllium  alloys 
and  beryllia  ceramic,  and  also  supplies 
specialty  metal  systems  and  precious 
metal  products.  Brush  Wellman  serves  a 
wide  variety  of  global  markets,  includ- 
ing automotive,  computers,  telecom- 
munications, aerospace,  energy,  con- 
sumer and  other  key  industries.  The 
Company's  product  lines  are  supported 
by  a  strong  and  innovative  research  and  development  capa- 
bility, world-class  processing  facilities  and  a  global  distribution 
network. 
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CAM-NET 
Communications 
Network  Inc. 

CAM-NET  is  poised  for  exponential 
growth  in  revenue  and  profits  in  1991 
that  will  result  from  the  recent  decision 
deregulating  the  $11  billion  Canadian 
telecommunications  industry.  The  ap- 
pointment of  Mr.  John  Goeken  (founder 
of  MCI)  to  CAM-NET's  Board  and 
CAM-NET's  experience  in  building  a 
diverse  telecommunications  concern 
with  long  distance  operations  currently  expanding  in  Canada,  the 
company  is  well  positioned  to  gain  its  share  of  the  Canadian  long 
distance  market.  [NASDAQ  Symbol  -  CWKTF] 
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CIS  Technologies,  Inc. 

CIS  Technologies,  Inc.  (NASDAQ-CISI), 
offers  healthcare  insurance  claims  man- 
agement services  to  healthcare  provid- 
ers nationwide.  Services  include  elec- 
tronic claims  processing  and  profession- 
al on-site  assistance.  Revenues  have 
increased  an  average  of  155%  each  year 
since  1988,  topping  $10.2  million  in 
1990.  Since  1988,  the  value  of  CIS 
shares  has  grown  by  500%.  Look  for 
continued  growth  in  revenues,  income, 
and  share  value  during  1991. 
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Central  Louisiana 
Electric  Company,  Inc. 

CLECO  is  a  nonnuclear  electric  utility 
headquartered  in  Pineville,  Louisiana. 
Service  to  its  200,000  customers  is  fu- 
eled by  natural  gas,  coal  and  Louisiana 
lignite.  No  new  generating  capacity 
should  be  needed  until  the  late  1990s. 
In  1990  CLECO  earned  a  record  $3.70 
per  share  and  paid  dividends  of  $2.53, 
thus  marking  the  nineteenth  consecu- 
tive year  of  higher  dividends. 


Conseco,  Inc. 


10 


Conseco  (NYSE:  CNC)  is  a  financial 
services  holding  company.  Our  subsid- 
iaries develop,  market  and  administer 
specialized  annuity  and  life  insurance 
products.  Conseco  is  dedicated  to  lead- 
ing the  process  of  change  in  the  insur- 
ance industry  by  setting  new  standards 
for  operating  efficiency,  product  innova- 
tion, product  profitability  and  active  in- 
vestment management.  Since  1985, 
Conseco's  operating  earnings  per  share 
have  grown  by  an  average  of  66  percent 

each  year  and  Conseco's  stock  price  has  increased  by  an  average 

of  34  percent  per  year. 

14 


Century  Telephone 
Enterprises,  Inc. 

Century  Telephone  Enterprises,  Inc. 
(NYSE  :  CTL)  is  a  "leading  provider  of 
telecommunications  services  through 
its  local  exchange  telephone  subsidiar- 
ies and  its  cellular  subsidiary,  Century 
Cellunet.  Century  achieved  another 
year  of  strong  financial  performance  in 
1990.  Earnings  per  share  were  $1.01 
compared  with  $.76  a  year  ago,  up 
32.9%.  Net  income  grew  40.3%   to  a 

record   $31,098,000   from   $22,164,000   and   revenues   increased 

16.7%  to  $248,757,000  from  $213,231,000. 


CSX  Corporation 


11 
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Chieftain  International, 
Inc. 


Chieftain  International's  cash  flow  tri- 
pled to  US$32  million  (US$3.37  per 
share)  during  1990.  The  Company 
maintained  its  solid  financial  position 
concluding  1990  with  substantial  work- 
ing capital  and  no  debt.  Average  daily 
natural  gas  sales  increased  three-fold  to 
46.2  million  cubic  feet.  Concentrating 
on  the  U.S.  Gulf  of  Mexico,  the  Compa- 
ny increased  its  net  offshore  holdings  by 
49%  and  participated  in  two  gas  discoveries. 


CSX  Corporation,  with  assets  of 
$13  billion  and  1990  revenue  of 
$8.2  billion,  is  an  international 
transportation  services  compa- 
ny with  principal  businesses  in 
rail  freight,  ocean  container 
shipping,  intermodal  carriage, 
inland  barging,  trucking,  ware- 
housing distribution  and  relat- 
ed services.  The  company  also 
has  interests  in  real  estate,  re- 
sorts and  technology.  Headquar- 
ters are  in  Richmond,  Va. 


Listed:  AMEX,  TSE 
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Data  Transmission 
Network  Corporation 

DTN  is  a  leader  in  the  electronic  deliv- 
ery of  time-sensitive  market  informa- 
tion. The  company  is  the  dominant  pro- 
vider of  low-cost  commodity  quotes, 
news,  weather  and  general  agricultural 
market  information  to  farmers  and  agri- 
businesses with  over  55,000  subscribers 
to  its  DTN  AgDaily  service.  The  com- 
pany's electronic  subscription  services 
also    include    DTN    Wall    Street    and 

DTNergy.  In  1990,  revenues  rose  27%,  operating  cash  flow  grew 

54%  and  earnings  per  share  increased  162%. 


(NASDAQ  :  DTLN) 
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Engelhard  Corporation 

Engelhard  made  significant  progress  in 
1990,  dramatically  improving  its  operat- 
ing cost  structure  and  establishing  a 
higher  earnings  base.  The  report  focuses 
on  how  the  Company  plans  to  continue 
"Turning  Potential  to  Performance." 
Featured  are  a  shareholder  question- 
and-answer  forum  with  President  and 
CEO  Orin  R.  Smith  and  an  expanded 
Operations  Review  focusing  on  the 
1990  performance  of  and  future  outlook 
for  each  of  the  Company's  seven  operat- 
ing groups. 
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Diagnostic  Products 
Corporation 


DPC  is  the  world's  leading  indepen- 
dent manufacturer  of  immunodiagnos- 
tic  kits.  Representing  state-of-the-art 
technology  derived  from  immunology 
and  molecular  biology,  these  kits  can 
measure  hormones,  drugs  and  other 
medically  important  substances  present 
in  body  fluids  and  tissues  at  infinitesi- 
mal concentrations.  They  provide  infor- 
mation vital  to  the  diagnosis  and  man- 
agement of  thyroid  disorders,  diabetes,  infertility,  infectious  dis- 
eases, allergy,  drugs  of  abuse,  and  certain  forms  of  cancer.  In  the 
five  years  ended  in  1990,  sales  increased  at  a  compounded  growth 
rate  of  27%,  to  $75.9  million.  Net  income  increased  at  a  ._ 
compounded  growth  rate  of  29%  to  $17.3  million.  ■  • 


ENRON  Corp. 


With  $13  billion  in  revenues  and 
backed  by  $10  billion  in  assets,  Enron 
Corp.  operates  the  nation's  largest  natu- 
ral gas  transmission  system  and  mar- 
kets natural  gas  and  liquid  fuels,  crude 
oil  and  refined  products  nationally  and 
worldwide.  We  also  are  a  large  indepen- 
dent producer  of  natural  gas  through 
Enron  Oil  &  Gas  Company  and  are  one 
of  the  largest  independent  developers 
and  producers  of  electricity  in  the  U.S. 
and  the  U.K. 


21 


Eastern  Enterprises 

Eastern  Enterprises  operates  three  busi- 
nesses which  have  achieved  leadership 
positions  in  their  fields:  Boston  Gas 
Company,  New  England's  largest  natu- 
ral gas  distributor;  Midland  Enterprises 
Inc.,  leading  carrier  of  dry  cargoes  on 
the  nation's  inland  waterways;  and  Wa- 
ter Products  Group,  serving  municipal, 
commercial  and  industrial  markets 
with  water  systems  components  and 
purification  systems.  1990  net  income 
was  $64  million,  or  $2.77  per  share. 
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EG&G 


EG&G,  Inc.  is  a  diversified  corporation 
providing  advanced  scientific  and  tech- 
roducts  and  services  to  a  variety 
of  commercial,  industrial  and  govern- 
ment customers  worldwide.  EG&G  is 
well  positioned  to  capitalize  on  oppor- 
tunities in  the  environmental  manage- 
ment and  restoration  area,  and  the  re- 
covering markets  of  Central  Europe. 

Dividends  have  been  paid  continually 
for  26  years  with  increases  in  each  of 
the  last  16  years. 


NYSE  symbol:  EGG 
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WHY  SHOULD  YOU  ADVERTISE  YOUR 

COMPANY  IN  FORBES  ANNUAL 

REPORT  SECTION? 

You  might  want  to  consider  the  following: 

•  FORBES  reaches  2.7  million  affluent  adults,  (735,000 
subscribers) 

•  FORBES  subscribers  own  corporate  stock  worth  an  average 
of  $896,594 

•  FORBES  subscribers  have  a  median  household  income 
of  $126,705 

•  One  out  of  every  2.6  FORBES  subscribers  is  a  millionaire 

•  More  than  half  of  FORBES  subscribers  are  involved  in  making 
investment  decisions  for  others  such  as  corporations,  estates, 
institutions  and  trusts. 

Source:   Don   Bowdren  Associates,    1990;   MMR  Adults  and  Markets   <</ 
Affluence,  1990 

FORBES  readers  are  wealthy  and  investment-driven.  They  com- 
prise an  important  market  for  any  company  seeking  new  invi/s 
tors  and  shareholders.  And  that's  good  news  for  advertisers  like 
you.  FORBES  Annual  Report  Section  is  specifically  designed  to 
highlight  your  company  and  get  your  message  out  to  Investor! 

To  learn  more  about  advertising  your  company  in  FORBES 
Annual  Report  Section,  please  call 

VIRGINIA  CARROLL  or  SARAH  MADISON 

(212)  620-2.U0  (SOS)  275-1282 
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ADVERTISEMENTS 


Federal-Mogul 
Corporation 


NYSE  (FMO) 
Federal-Mogul  Corporation,  headquar- 
tered in  Southfield,  Michigan,  is  a  man- 
ufacturer and  worldwide  distributor  of 
products  ranging  from  precision  parts 
for  the  transportation,  farm  equipment, 
construction  and  manufacturing  in- 
dustries to  aerospace  and  electron- 
ic components.  Shares  of  this  billion- 
dollar  corporation  are  traded  on  the  New  York  and  Pacific  Stock 
Exchanges. 
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Health  Images,  Inc. 

Health  Images,  Inc.  (NASDAQ:  HIMG) 
is  the  nation's  leading  provider  of  fixed- 
site  outpatient  magnetic  resonance  im- 
aging (MRI)  services.  During  1990,  the 
Company  achieved  a  30%  increase  in 
pre-tax  income  for  a  total  of  $4,604,500 
and  attained  net  income  of  42  cents  per 
share.  The  Company  also  produced  net 
revenue  of  $45,130,700,  a  41.1%  in- 
crease over  1989.  Presently  operating  28 
imaging  centers,  Health  Images  has  four 
new  clinics  under  development  and 
construction.  The  Company  also  operates  a  rapidly  expanding 
diagnostic  imaging  equipment  maintenance  service. 
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Fight  Safety 
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FlightSafety 
International,  Inc. 

Earnings  and  revenues  continued  at  rec- 
ord levels  in  1990  for  FlightSafety  Inter- 
national (FSI-NYSE).  Earnings  increased 
29  percent  to  $84.7  million  equal  to 
$2.48  per  share,  from  $65.6  million,  or 
$1.93  per  share,  in  1989.  Revenues  in- 
creased 23  percent  to  $283.4  million 
from  $231.3  million  in  1989.  The  Com- 
pany provides  high  technology  training 
to  operators  of  aircraft,  ships,  electrical 

utilities  and  steam  generating  and  processing  plants  at  learning 

centers  in  the  U.S.,  Canada  and  France. 


HEALTHSOUTH 

Rehabilitation 

Corporation 
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NYSE :  HRC 

In    1990    and    1991,    HEALTHSOUTH 
ranked  among  Fortune 's  50  best  perf orm- 
^A  ers  on  the  NYSE.  And  according  to  In- 

w^ktf  vestor's  Daily,  this  spring  the  Company 

K    ^T      /  >,      als°  ranked  #3  among  companies  in  a 
*  *        leading  industry.  With  55  locations  in 

22  states,  HEALTHSOUTH  specializes 
in  inpatient  and  outpatient  medical  re- 
habilitation. For  first  quarter  of  1991  HEALTHSOUTH  reports  a 
64%  increase  in  net  income  over  the  same  quarter  for  1990. 
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Florida  Progress 
Corporation 

Florida  Progress  Corporation  (NYSE, 
PSE:  FPC)  is  a  holding  company  consist- 
ing of  an  electric  utility,  Florida  Power 
Corporation,  as  well  as  diversified  oper- 
ations in  energy  and  transportation,  fi- 
nancial services  and  development. 

Florida  Progress  currently  pays  an 
annual  dividend  of  $2.74  per  share.  Div- 
idends paid  per  share  have  increased 
for  the  past  38  consecutive  years.  Ten- 
year  average  total  investment  return  is 
34.6%. 


Hilb,  Rogal  and 
Hamilton  Company 
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HRH  is  the  tenth  largest  insurance 
agency  in  the  United  States  with  more 
than  40  offices  in  18  states  and  the 
District  of  Columbia.  Since  its  incep- 
tion in  1982,  HRH  has  shown  signifi- 
cant growth  in  revenues,  while  increas- 
ing earnings  and  earnings  per  share  each 
year  of  its  existence.  HRH  provides  a 
full-line  of  insurance  services,  including 
employee  benefits  administration,  to  its 

clients,  and  is  committed  to  achieving  superior  results  for  its 

clients,  shareholders  and  employees. 
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Frederick's  of  Hollywood 

Frederick's  operates  over  190  intimate 
apparel  stores  and  a  national  mail  order 
apparel  catalog. 

In  1990  Frederick's  earned  $4.2  mil- 
lion or  39%  over  1989  on  a  23%  sales 
increase  to  $98.5  million.  For  the  first 
quarter  in  1991  Frederick's  sales  ad- 
vanced 18%  to  $25,592,000  and  net 
earnings  rose  49%  to  $609,000. 

Twenty-five  new  stores  are  planned 
for  1991  and  over  30  million  catalogs 
will  be  distributed.  Frederick's  shares 
are  traded  on  the  NYSE,  Symbol:  FHO. 
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HON  Industries 

This  leading  manufacturer  and  market- 
er of  office  furniture,  workstation  acces- 
sories, and  home  building  products  had 
record  sales  in  1990  of  $664  million,  up 
10%.  Per  share  earnings  were  $1.30,  up 
65%.  HONI  has  paid  144  consecutive 
quarterly  dividends  with  increases  of 
20%  in  1989,  25%  in  1990,  and  20%  in 
February  1991.  20-year  growth  rates: 
sales  19%,  net  income  17%,  cash  divi- 
dends 19%,  book  value  15%.  Member 
NASDAQ. 
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ADVERTISEMENTS 


Horizon  Gold 
Corporation 


Horizon  Gold  Corporation  is  a  U.S.- 
based  precious  metals  mining  company 
headquartered  in  Golden,  Colorado.  Re- 
cent acquisitions  include  properties  in 
Nevada,  Oregon,  and  Maine.  The  Com- 
pany posted  annual  production  of 
33,722  ounces  of  equivalent  gold  in  fis- 
cal 1990.  The  near-term  focus  of  the 
Company  is  development  of  precious 
metals  reserves  and  production  capacity 
with  a  longer-term  view  toward  diversification  into  base  metals. 


NASDAQ-NMS:  HRIZ 
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IMMUNEX 
Corporation 

(NASDAQ:  IMNX)  is  a  biopharmaceuti- 
cal  company  focused  on  the  discovery, 
development,  manufacture  and  market- 
ing of  products  to  treat  cancer  and  auto- 
immune disorders.  In  1990  revenues  to- 
taled $34.5  million. 

The  Company  recently  received  U.S. 
Food  and  Drug  Administration  approval 
to  manufacture  and  market  Leukine®, 
one  of  the  first  of  a  new  class  of  drugs 

called  colony  stimulating  factors  that  promotes  production  of 

disease-fighting  white  blood  cells. 
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I  louston  Industries 
Incorporated 


Houston  Industries 
Incorporated 

Houston  Industries  (NYSE:HOU)  is  the 
parent  company  of  four  subsidiaries, 
which  include  Houston  Lighting  & 
Power,  the  nation's  eighth  largest  elec- 
tric utility  and  KBLCOM  Incorporated, 
a  rapidly  growing  cable  television  com- 
pany operating  in  seven  states. 

HOU  has  provided  investors  with  sta- 
ble income  by  paying  consecutive  quar- 
terly dividends  since  1921.  It  continues 

to   offer  attractive   income   plus   growth   potential   through   its 

carefully  targeted  diversification  program. 
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Imo  Industries  Inc. 

Imo  Industries  is  a  leader  in  selected 
markets  for  instruments,  controls,  and 
power  products  and  services.  Sales  sur- 
passed $1  billion  in  1990,  nearly  triple 
the  level  of  four  years  ago  when  it  was 
spun  off  as  an  independent  public  com- 
pany. Operating  income  was  almost  five 
times  the  1985  level.  A  targeted  acquisi- 
tion program  has  been  essentially  com- 
pleted, and  IMO  is  concentrating  inter- 
nal efforts  on  optimizing  its  combined 
performance  in  order  to  enhance  profit- 
ability and  return  on  equity.  (NYSE-IMD) 
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Houston  Oil  &  Energy, 
Inc. 

Fast  Growth! 

•  3,000%  increase  in  oil  and  gas  reve- 
nues! 

•  585%  increase  in  operating  revenues! 

•  Overriding   royalties    under   an    area 
nine  times  the  size  of  Kuwait! 

•  First  payments  received  under  eleven 
more  foreign  oil  fields! 

•  Active  drilling  programs 
on  HOE  royalties! 

•  500%  increase  in  bid  price  since 
January  1! 

Electronic  Bulletin  Board  symbol  "3HOUE";  phone  817-442-2659 


Intelligent  Electronics, 
Inc. 
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During  1990,  Intelligent  Electronics 
(NASDAQ/NMS:  INEL)  widened  its  po- 
sition as  the  nation's  leading  specialty 
retailer  of  microcomputers  and  related 
products  and  services.  By  achieving 
more  than  $1.4  billion  in  revenues 
it  doubled  its  prior  year's  sales  and 
achieved  net  earnings  of  $2.09  per 
share.  Intelligent's  business  philosophy 
of  focused  asset  management  and  cost 
control  continues  to  contribute  to  the  company's  consistent  earn- 
ings performance.  Intelligent  Electronics  provides  intelligent 
technologies  through  its  network  of  more  than  1,058  business 
centers,  located  in  each  of  the  nation's  50  states,  Canada, 
and  Guam.  «JO 


IMCERA  Group  Inc. 

IMCERA  Group  Inc.  (NYSE:  IMA)  owns 
three  international  technology-based 
businesses:  Mallinckrodt  Medical,  Mal- 
linckrodt  Specialty  Chemicals  and  Pit- 
man-Moore. Net  sales  in  1990  were 
$1.4  billion.  In  the  first  six  months  of 
hscal  1991,  sales  were  up  19  percent 
from  1990  and  net  earnings  more  than 
doubled.  Approximately  80  percent  of 
and  earnings  are  derived 
fro.  man   and   animal    health    care 

businc 


KELLY  SEKVKEi  IV 


Kelly  Services,  Inc. 
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Kelly  Services,  Inc.,  provides  temporary 
help  through  its  Kelly  Temporary  Ser- 
vices division  in  the  areas  of  office, 
marketing,  light  industrial  and  techni- 
cal) and  through  Kelly  Assisted  Living, 
provides  in-home  care  for  the  elderly. 
Kelly  Services  reported  record  1990 
sales  and  earnings,  with  sales  totaling 
nearly  $1.5  billion  and  earnings  of  $71.2 
million.  Kelly  operates  more  than  950 
offices  in  the  United  States,  Puerto 
Rico,  Canada,  the  United  Kingdom,  Ire- 
land, France,  Denmark,  the  Netherlands,  New  Zealand  and 
Australia. 

37 


ADVERTISEMENT  7 


The  Lubrizol  Corporation 

Lubrizol  is  a  specialty  chemical  compa- 
ny which  applies  chemical,  mechanical 
and  biological  technologies  to  create 
performance  products  for  diverse  mar- 
kets worldwide. 

The  company's  business  operations  are 
technology-based  and  market-oriented. 
They  are  comprised  of  two  business  seg- 
ments— Specialty  Chemicals  and  Agri- 
business. 

Fiscal  1990  was  a  record  year  for  Lu- 
brizol.    Consolidated     revenues     were 

$1.45  billion.  Consolidated  net  income  was  $190  millions  and 

income  per  share  was  $5.34. 
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1  Lyondell  Petrochemical 
Company 


A  $6.5  billion  integrated  petrochemical 
and  refining  company  and  one  of  the 
100  most  profitable  companies  in  the 
Fortune  500.  Lyondell  is  one  of  Ameri- 
ca's largest  independent  refiners  and 
one  of  the  largest  domestic  producers  of 
ethylene  and  propylene  used  to  make 
plastics,  fibers  and  resins.  During  1990, 
the  company  earned  $356  million  and 
spent  $145  million  to  expand  capacity 
for  paraxylene,  butadiene,  methanol  and  MTBE  and  to  acquire  a 
position  in  the  polymers  market.  Quarterly  dividends  are  $.40  per 


share. 


(NYSE:LYO) 
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Masco  Industries 


"A  World  Class  Manufacturing 
Company" 

Masco  Industries  is  a  technol- 
ogy-driven, global  manufactur- 
ing organization  with  leader- 
ship positions  in  carefully  se- 
lected niche  markets. 

Our  proprietary  products  and 
advanced  manufacturing  capa- 
bilities have  positioned  Masco 
Industries  to  generate  superior 
sales  and  profits  with  the  return 
to  a  stronger  economy. 

Send  for  our  1990  annual  re- 
port that  outlines  these  growth 
prospects  that  we  believe  will 
dramatically  improve  the  future 
earnings  potential  of  the  Com- 
pany. 
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Masco  Corporation 


DISCOVER  THE  WORLD  OF  MASCO 
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"Discover  The  World  of  Masco" 

Masco  Corporation  has  report- 
ed 34  years  of  sales  increases, 
growing  from  revenues  of  $10 
million  in  1956  to  $3.2  billion 
in  1990. 

Masco  is  the  country's  largest 
manufacturer  of  selected  brand- 
name  consumer  products  for 
the  building  and  home  improve- 
ment and  home  furnishings 
markets. 

Send  for  our  1990  annual  re- 
port which  outlines  our  growth 
strategies  and  learn  why  we  be- 
lieve it  is  possible  to  more  than 
triple  earnings  per  share  in  1995 
with  annual  sales  exceeding  $5 
billion. 


Minnesota  Power 

Minnesota  Power  is  a  diversified  elec- 
tric utility  whose  primary  business  is 
providing  electric  service  in  central  and 
northeastern  Minnesota.  This  region  in- 
cludes a  growing  forest  products  indus- 
try and  the  Mesabi  Iron  Range,  the  do- 
mestic steel  industry's  main  source  of 
pelletized  iron  ore.  Non-electric  subsid- 
iaries include  BNI  Coal,  Center,  ND; 
Lake  Superior  Paper  Operations,  Du- 
luth;  and  a  system  of  water  and  waste- 
water treatment  utilities  in  Florida  and 
the  Carolinas. 
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Norfolk  Southern 
Corporation 

Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation,"  is  a 
Virginia-based  holding  company  that 
owns  all  the  common  stock  of  and  con- 
trols a  freight  railroad,  Norfolk  South- 
ern Railway  Company,  and  a  motor  car- 
rier, North  American  Van  Lines,  Inc. 
The  corporation's  1990  net  income  ex- 
ceeded $556  million. 
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COMMI  N1CATIONS 
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NorTel  Communications 

SPECIALIZED  LONG  DISTANCE 
TELECOMMUNICATIONS 
NorTel  is  a  long  distance  interexchange 
carrier  with  network  services  provided 
by  AT&T,  MCI  and  US  SPRINT.  Nor 
Tel's  services  include:    1   +  Long  Dis- 
tance, long  distance  Credit  Cards  and 
Voice  Mail,  and  specialized  Re-Directed 
800    Service.    NorTel   also   provides   a 
complete  private  telephone  network  to 
the  $350  billion  a  year  travel  industry. 
Tremendous    Growth    Potential:    With 
several  major  long  distance  contracts  now  signed  and  producing 
revenue,  NorTel  is  positioned  for  immense  profit,  with  strong  net 
earnings  expected  for  the  third  quarter  of  1991. 

For  further  information  call:  1-800-759-2208 
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PacifiCare 

Health  Systems,  Inc. 

Setting  new  records  for  operating  reve- 
nue, net  income  and  earnings  per  share 
in  fiscal  1990,  PacifiCare  Health  Sys- 
tems, Inc.  is  well  positioned  for  strong 
performance  and  solid  growth  in  the 
years  ahead.  PacifiCare,  a  leader  in  the 
dynamic  and  timely  health  benefits 
market,  owns  and  operates  health  main- 
tenance organizations  (HMOs)  with 
over    710,000    members    in   California, 

Oklahoma,   Oregon,   Texas  and  Washington   and  an   insurance 

subsidiary  licensed  in  33  states. 


NASDAQ/NMS:  PHSY 
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Numac  Oil  &  Gas  Ltd. 

Numac,  a  Canadian  natural  resources 
company  listed  on  the  Toronto,  Mon- 
treal and  American  stock  exchanges 
(NMC),  is  actively  engaged  in  crude  oil 
and  natural  gas  exploration  and  produc- 
tion in  western  Canada.  Numac's  assets 
include  20.5  million  barrels  of  light 
gravity  crude  oil  and  liquids,  263  billion 
cubic  feet  of  natural  gas,  working  inter- 
ests in  1.5  million  acres  of  undeveloped 
lands  and  significant  interests  in  heavy 
oil  and  a  high  grade  uranium  deposit. 
Numac  achieved  substantial  additions  to  reserves  and  production 
in  1990  and  is  projecting  continued  growth  in  1991  and  beyond. 


PacifiCorp 
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A  growth-oriented,  diversified  electric 
utility.  Now,  with  Pacific  Power  and 
Utah  Power,  we're  the  third  largest 
electric  utility  in  the  West.  With  an 
82%  share  of  NERCO,  PacifiCorp  ranks 
among  the  nation's  largest  coal,  natural 
gas  and  precious  metals  producers.  And 
with  Pacific  Telecom  holdings  of  87%, 
PacifiCorp  is  a  major  telecommunica- 
tions company. 
NYSE:  PPW  Annual  dividend:  $1.44 
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Overseas  Shipholding 
Group,  Inc. 

OSG,  one  of  the  world's  largest  bulk 
shipping  companies,  is  engaged  in  the 
ocean  transportation  of  liquid  and  dry 
bulk  commodities.  In  1990,  the  Compa- 
ny completed  a  12-vessel  newbuilding 
program,  which  added  1.3  million  dead- 
weight tons  (dwt)  to  its  international 
fleet.  OSG  currently  owns  and  operates 
a  fleet  of  68  vessels,  aggregating  6.4 
million    dwt.    OSG's    strong    financial 

condition  and  the  prospects  for  the  bulk  shipping  markets  are 

detailed  in  the  Company's  Annual  Report. 


Peoples  Energy 
Corporation 


(NYSE,  PSE:  OSG) 
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Peoples  Energy  Corporation,  a  Chicago- 
based  public  utility  holding  company, 
has  paid  210  consecutive  quarterly  divi- 
dends. Its  two  operating  subsidiaries, 
The  Peoples  Gas  Light  and  Coke  Com- 
pany and  North  Shore  Gas  Company, 
serve  one  of  the  best  natural  gas-con- 
suming markets  in  the  United  States. 
Fiscal  1990  assets  and  revenues  were 
$1.5  billion  and  $1.2  billion  respective- 
ly. NYSE,  MSE  and  PSE  ticker  symbol  PGL. 


50 


Pacific  Telesis  Group 


A  key  player  in  the  expanding  telecom- 
munications industry,  Pacific  Telesis 
operates  in  the  world's  premier  mar- 
kets, with  steady  dividend  growth  and 
strong  total  return  since  trading  began. 
In  California  and  Nevada,  we  offer  cus- 
tomers a  range  of  communications  ser- 
vices including  local  telephone  service. 
In  the  U.S.,  we  market  cellular  and  oth- 
er wireless  services  in  very  attractive 
metrop  litan  areas.  Internationally,  we 
have  established  a  presence  in  the 
emerging  wireless  communications  industry  and,  with  paitners, 
in  Germany  we  are  building  the  world's  largest  digital  cellular 


Forbes  Annual  Report  Sections 

Take  advantage  of  Forbes'  Annual  Report  Advertising  Sections, 
appearing  twice  a  year,  to  receive  important  investment  informa- 
tion. Both  the  Spring  and  Fall  editions  feature  convenient  post- 
paid reader  service  cards,  which  enable  readers  to  obtain  annual 
reports  of  their  choice  absolutely  FREE. 

For  more  information  contact: 

Virginia  Carroll  or  Sarah  Madison 

(212)  620-2339  (505)  275-1282 


network. 
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Phillips  Petroleum 
Company 


Phillips'  1990  annual  report  illustrates 
the  company's  performance  in  several 
ways:  Net  income  was  at  its  highest 
since  1984,  and  company  stock  out  per- 
formed the  overall  market  for  a  fourth 
straight  year.  Oil  and  gas  reserves  were 
up  by  8%,  while  finding  and  develop- 
ment costs  remained  low.  The  company 
demonstrated  its  environmental  com- 
mitment by  introducing  cleaner-burn- 
ing motor  fuel.  Phillips  plans  to  move  ahead  with  several  major 
developments  designed  to  add  new  production. 


NYSE  symbol  "P" 
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Safety-Kleen  Corp. 

Safety-Kleen  provides  a  variety  of  ser- 
vices to  almost  one-half  million  busi- 
nesses that  generate  hazardous  and  qua- 
si-hazardous waste  fluids.  The  Compa- 
ny is  the  largest  recycler  of  solvents  and 
the  largest  re-refiner  of  used  lubricating 
oils  in  the  world.  Substantially  all  of 
the  waste  fluids  collected  by  the  Com- 
pany are  recycled  or  processed  for  bene- 
ficial reuse. 

1990     Sales     $588,987,000;     Earnings 
$55,198,000;  EPS  $1.05. 


(NYSE:  SK) 
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Portland  General 
Corporation 

Portland  General  Corp.  (NYSE-PGN)  is 
a  diversified  holding  company  whose 
principal  subsidiary,  Portland  General 
Electric  Co.  (PGE),  serves  about  600,000 
retail  electricity  customers  in  Oregon 
as  well  as  wholesale  utility  customers 
in  California.  The  annual  report  de- 
scribes PGE's  focus  on  value  creation 
through  efficient,  low-cost,  customer- 
and  environmentally  oriented  opera- 
as  well  as  Portland  General's  actions  to  establish  and 
itself  as  a  commercial  electric  energy  owner  and  operator 
independent  power  market. 


Aiuiual  Report  W90 


1  A.  Schulman  Inc. 
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The  Company  is  a  leading  supplier  of 
high  performance  plastic  compounds 
and  resins  used  by  product  manufactur- 
ers around  the  world. 

A.  Schulman  posted  record  revenues 
and  net  income  in  fiscal  1990.  Net  in- 
come of  $36.1  million  established  a  new 
record  for  the  eighth  consecutive  year, 
while  revenues  reached  a  new  high  for 
the  seventh  year  in  a  row. 

More  than  half  of  the  Company's 
business  is  derived  from  international 
markets.  Domestic  and  overseas  customers  are  served  by  eight 
manufacturing  facilities  in  North  America  and  Europe. 

56 


Rockefeller  Center 
Properties,  Inc. 

A  real  estate  investment  trust  formed  in 
1985  to  permit  public  investment  in 
Rockefeller  Center,  one  of  the  world's 
best  known  commercial  real  estate 
complexes,  with  premier  office,  retail 
and  public  space  located  in  the  beart  of 
Midtown  Manhattan.  The  trust's  princi- 
pal asset  is  a  $1.3  billion  convertible, 
participating,  mortgage  loan.  Dividends 
for  1990  were  $1.89  per  share,  of  which 
46.7%  was  tax  deferred. 


(NYSE  :  RCP) 
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SNET 

SNET  is  a  leading,  independent  tele- 
communications company  in  one  of  the 
world's  most  dynamic  growth  indus- 
tries. SNET  has  $1.6  billion  in  annual 
revenues  and  assets  of  $3.4  billion.  The 
company  paid  its  400th  consecutive 
dividend  in  March,  representing  100 
years  of  quarterly  dividend  payments.  It 
markets,  through  its  operating  subsid- 
iaries, network  services,  directory  pub- 
lishing and  advertising  services,  infor- 
mation management  systems,  cellular 
mobile  phone  service,  and  communications  equipment.  SNET's 
Common  Stock  is  traded  on  the  New  York  and  Pacific  Stock 
Exchanges  under  the  symbol  "SNG." 
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Rowan  Companies,  Inc. 

Rowan  Companies,  Inc.  has  been  in  the 
oil  service  business  for  68  years.  The 
Company  is  the  only  offshore  driller  to 
maintain  its  listing  in  the  Standard  & 
Poor's  500  market  index  during  the  pe- 
riod of  oil  price  weakness  since  1986. 
With  a  strong  balance  sheet  and  a  mod- 
ern fleet  of  24  offshore  drilling  units 
and  94  helicopters,  the  Company  is  well 
positioned  to  grow  throughout  the  nine- 
ties as  the  demand  for  petroleum  ser- 
vices improves  worldwide. 


NYSE,  PSE:  RDC 
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Sotheby's  Holdings,  Inc. 

Sotheby's  is  the  world's  leading  auc- 
tioneer of  art  and  antiques.  Founded  in 
1744,  Sotheby's  today  holds  nearly  600 
auctions  a  year  covering  more  than  70 
collecting  areas.  New  York  and  London 
are  the  principal  auction  centers,  but 
sales  are  also  held  in  18  other  locations 
worldwide,  with  offices  in  36  countries. 
Additional  services  augment  the  prima- 
ry auction  business:  art-related  financ- 
ing, the  marketing  and  brokering  of  lux- 
ury real  estate.  Auction  sales  have 
grown  at  an  annual  compound  rate  of  19%  since  1972.  Sotheby's 
has  a  solid  balance  sheet  with  a  strong  cash  flow,  a  high  return  on 
equity  and  a  practice  of  paying  significant  dividends. 
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Southwestern  Bell 
Corporation 

Southwestern  Bell  Corporation  is  a  St. 
Louis,  Mo.,  based  telecommunications 
company  with  1990  net  income  of  $1.1 
billion,  revenues  of  $9.1  billion,  and 
EPS  of  $3.67.  SBC  provides  local  tele- 
phone service  in  Texas,  Missouri,  Okla- 
homa, Kansas  and  Arkansas  and  has  one 
of  the  fastest-growing  cellular  opera- 
tions in  the  nation.  Other  businesses 
include  Yellow  Pages  directories,  pag- 
ing, telephone  equipment,  international  cable  TV  interests  and  a 
partnership  in  Telmex. 
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Transamerica 
Corporation 

Transamerica  Corporation  is  a  $32  bil- 
lion financial  services  company  head- 
quartered in  San  Francisco's  world-fam- 
ous Pyramid.  Its  mission  is:  "To  be  the 
premier  provider  of  specialized  financial 
and  insurance  products  and  services 
to  individuals  and  organizations."  Our 
1990  annual  report  features  interviews 
with  senior  management  and  operating 
officers  about  Transamerica's  financial 
integrity,  goals,  strategies  and  results.  1990  was  the  29th  consecu- 
tive year  of  dividend  increases  for  shareholders  who  have  main- 
tained their  investments  in  Transamerica. 
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The  Stride  Rite 
Corporation 

Stride  Rite  (NYSE  :  SRR)  is  the  leading 
marketer  of  high  quality  children's  foot- 
wear in  the  US  and  is  a  major  marketer 
of  athletic  and  casual  footwear  for  chil- 
dren and  adults.  Products  are  sold  under 
the  STRIDE  RITE,  KEDS,  PRO-KEDS, 
SPERRY  TOP-SIDER  and  GRASSHOP- 
PERS trademarks.  EPS  has  grown  at  an 
annual  rate  of  51%  since  1984,  with  the 
Company  achieving  a  return  on  equity 
of  31.6%  in  1990. 


TransCanada  PipeLines 

TransCanada  PipeLines  is  a  major 
North  American  natural  gas  transporta- 
tion and  marketing  corporation.  It  has 
34  years  experience  delivering  Western 
Canadian  natural  gas  to  markets  in 
Canada  and  the  United  States.  The 
most  important  achievement  of  1990 
was  completing  the  project  to  deliver 
gas  to  the  Northeast  U.S.  through  the 
Iroquois  Gas  Transmission  System. 
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Taseko 

Mines 
Limited 


Taseko  Mines  Limited 

Taseko  Mines  Limited  is  focused  on 
development  of  a  large-scale  gold-cop- 
per deposit  in  British  Columbia,  Cana- 
da. Over  the  past  two  years,  sharehold- 
ers of  two  blue  chip  junior  gold  compa- 
nies controlled  by  Taseko's  manage- 
ment team  participated  in  spectacular 
growth  which  culminated  in  takeover 
offers  from  major  mining  companies  to- 
talling $222  million.  Taseko  has  share- 
holders in  Canada,  United  States  and 
Europe,  and  trades  on  the  Vancouver 
Stock  Exchange. 


.  Ss'  -frt  /t  ft  ti  <n  fa  / 
fjt  '/"  f't/tr  /t 


(TKO  :  V) 
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Tri-Continental 
Corporation 

With  over  $1.7  billion  in  assets,  Tri- 
Continental  is  the  nation's  largest 
closed-end  diversified  equity  invest- 
ment company.  Founded  in  1929  and 
managed  by  J.  &  W.  Seligman  &  Co., 
Tri-Continental  remains  committed  to 
the  concept  of  quality  and  value  in  the 
selection  of  its  investments,  and  contin- 
ues to  provide  excellent  returns  to  its 
stockholders. 
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Telephone  and  Data 
Systems,  Inc. 

Telephone  and  Data  Systems,  Inc. 
("TDS")  is  a  Chicago-based  diversified 
telecommunications  company.  TDS 
serves  nearly  280,000  telephone  access 
lines  through  TDS  TELECOM,  almost 
80,000  cellular  telephones  through 
UNITED  STATES  CELLULAR  and 
more  than  200,000  pagers  through 
AMERICAN  PAGING.  TDS  creates 
long-term  value  by  expanding  into  at- 
tractive segments  of  the  telecommunications  indus'ry  and  by 
providing  leadership  in  each  market  it  serves. 


United 

Asset  Management 
iLJ|    ___    Corporation 

&LJj2       PH     ^      United  Asset  Management  Corporation 
mK^         Tt-^fc       provides   investment    management    scr 
vices,  primarily  to  institutional  clients, 
through     twenty-four    operating    firms 
which  manage  approximately  $45  bil- 
lion   for    over    4,4000    clients    local 
ed  throughout   the   United   States  and 
abroad.    Since    1985,    UAM's    EPS    has 
grown  at  a  26%  compound  annual  rate 
For  1990,  UAM  set  records  in  revenues  ($169.7  million),  Opir.it 
ing  Cash  Flow  ($51.8  million)  and  EPS  ($1.06).  Annual  dividend: 
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52<t  per  share.  NYSE:  UAM. 
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United  Industrial 
Corporation 

Subsidiaries  produce  a  wide  range  of 
defense  electronics  and  advanced  ord- 
nance and  weapons  systems  for  defense 
agencies  in  the  United  States  and 
abroad,  as  well  as  solid-fuel  and 
waste  burning  systems  for  industries 
and  utilities. 
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UtiliCorp  United 

Serving  828,000  electric  and  gas  dis- 
tribution customers  in  eight  states 
and  one  Canadian  province,  UtiliCorp 
(NYSE  :  UCU)  has  grown  rapidly  in  re- 
cent years.  It  has  made  seven  utility 
acquisitions  totaling  $421  million  and 
has  also  expanded  in  non-regulated 
areas  of  the  natural  gas  and  electric 
power  industries.  Net  income  rose  22% 
in  1990  to  a  record  $58.9  million.  Total 
assets  grew  26%  to  $1.8  billion. 
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United 
Telecommunications 


United  Telecom  is  a  diversified  tele- 
communications company  providing 
global  voice,  data  and  video  teleconfer- 
encing services  and  related  products.  Its 
principal  business  units  are  Sprint  and 
seven  local  telephone  companies.  Its 
complementary  business  units  are  Dir- 
ectoriesAmerica  and  North  Supply. 
Headquartered  in  Kansas  City,  United 
Telecom  has  more  than  43,000  employ- 
ees worldwide,  annual  revenues  of  $8.3  billion  and  total  assets 
exceeding  $10  billion.  United  Telecom  is  the  only  U.S.  firm  with 
a  major  presence  in  both  local  and  long  distance  businesses. 


Vishay  Intertechnology, 
Inc. 
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(VSH  NYSE)  is  a  leading  U.S.  and  Euro- 
pean producer  of  a  wide  range  of  elec- 
tronic resistors  and  other  passive  elec- 
tronic components. 

•  1990    sales:    $445. 6m;    net   earnings: 
$23.2m 

•  1990  growth  in  net  earnings:  31% 

•  5    Year    avg.    annual    net    earnings 
growth:  23% 

•  ROE  (excl.  cash):  approx.  20%  for  last 
15  years 

•  D/E  .78;  Debt:  $140m;  Equity:  $180m 
10- Year  Net  Earnings  History  (in  $  millions) 

1981   1982  1983  1984  1985  1986  1987  1988  1989  1990         _0 
1.5      3.7      5.2      7.0      8.5      9.9     12.1    17.1    17.8    23.2  '2 


UNR  Industries,  Inc. 

"World's  largest  manufacturer  of  shop- 
ping carts."  "World  leader  in  commu- 
nication towers."  "One  of  the  nation's 
leaders  in  producing  steel  tubing." 
These  are  just  three  examples  of 
the  predominance  that  UNR  Industries, 
Inc.  (UNR)  enjoys  in  its  respective  mar- 
kets. The  Company,  through  seven  ma- 
jor divisions,  has  annual  sales  of  $400 
million. 

UNR  has  virtually  no  debt,  over  $70 
million  in  cash  and  equity  of  approxi- 
mately $245  million.  UNR  is  listed  on  the  NASDAQ  and  Mid- 
west Stock  Exchange  (symbol:  UNRI). 


69 


Worthington  Industries, 
Inc. 

Worthington  (WTHG)  is  a  leading  man- 
ufacturer of  metal  and  plastic  products. 
Sales  and  earnings  have  grown  at  a  an- 
nual rate  of  14%  during  the  past  ten 
years.  In  fiscal  1990,  the  quarterly  divi- 
dend was  increased  twice  or  24%  for 
the  year.  Cash  dividends  per  share  have 
increased  in  each  of  the  23  years  since 
Worthington  became  a  public  company, 
growing  at  a  annual  compound  rate  of 
33%.  According  to  Forbes  magazine,  Worthington's  five  year 
return  on  equity  is  the  highest  in  the  steel  industry. 
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cessing  and  administrative  services. 


USLIFE  Corporation 

USLIFE  Corporation  is  a  life  insurance- 
based  holding  company  whose  principal 
subsidiaries  engage  in  the  life  insurance 
business.  With  nationwide  operations, 
USLIFE  has  four  ordinary  life  insurance 
companies  and  a  credit  insurance  group 
with  approximately  $99  billion  of  life 
insurance  in  force  as  of  December  31, 
1990.  Additionally,  there  are  five  other 
subsidiaries  that  furnish  the  life  insur- 
ance companies  with  investment  advi- 
sory, broker-dealer,  real  estate,  data  pro- 


THE  FASTEST  WAY  TO  REQUEST 

THE  ANNUAL  REPORTS 

ADVERTISED  IN  THIS  SECTION 

IS  TO  CALL  .  .  . 

1-800-848-1991 
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ADVERTISEMENTS 


The  advertisers  below  are  offering  you 
their  annual  reports  without  cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page 
the  number  of  each  company  whose  annual  report  you  would 
like  to  receive  or,  for  faster  service,  call  1-800-848-1991 


1.  AMERITECH 

2.  AMP  Incorporated 

3.  Amwest  Insurance  Group,  Inc. 

4.  BALDOR 

5.  BANCO  ECONOMICO  S.A. 

6.  BFCE 

7.  BP 

8.  Brush  Wellman  Inc. 

9.  CAM-NET  Communications 
Network  Inc. 

10.  Central  Louisiana  Electric 
Company,  Inc. 

11.  Century  Telephone  Enterprises, 
Inc. 

12.  Chieftain  International,  Inc. 

13.  CIS  Technologies,  Inc. 

14.  Conseco,  Inc. 

15.  CSX  Corporation 

16.  Data  Transmission  Network 
Corporation 

17.  Diagnostic  Products  Corporation 

18.  Eastern  Enterprises 

19.  EG&G 

20.  Engelhard  Corporation 

21.  ENRON  Corp. 

22.  Federal-Mogul  Corporation 

23.  FlightSafety  International,  Inc. 

24.  Florida  Progress  Corporation 

25.  Frederick's  of  Hollywood 


26.  Health  Images,  Inc. 

27.  HEALTHSOUTH  Rehabilitation 
Corporation 

28.  Hilb,  Rogal  and  Hamilton 
Company 

29.  HON  Industries 

30.  Horizon  Gold  Corporation 

31.  Houston  Industries 
Incorporated 

32.  Houston  Oil  &  Energy,  Inc. 

33.  IMCERA  Group  Inc. 

34.  IMMUNEX  Corporation 

35.  Imo  Industries  Inc. 

36.  Intelligent  Electronics,  Inc. 

37.  Kelly  Services,  Inc. 

38.  The  Lubrizol  Corporation 

39.  Lyondell  Petrochemical 
Company 

40.  Masco  Corporation 

41.  Masco  Industries 

42.  Minnesota  Power 

43.  Norfolk  Southern  Corporation 

44.  NorTel  Communications 

45.  Numac  Oil  &  Gas  Ltd. 

46.  Overseas  Shipholding  Group,  Inc. 

47.  Pacific  Telesis  Group 

48.  PacifiCare  Health  Systems,  Inc. 

49.  PacifiCorp 


50.  Peoples  Energy  Corporation 

51.  Phillips  Petroleum  Company 

52.  Portland  General  Corporation 

53.  Rockefeller  Center  Properties, 
Inc. 

54.  Rowan  Companies,  Inc. 

55.  Safety-Kleen  Corp. 

56.  A.  Schulman  Inc. 

57.  SNET 

58.  Sotheby's  Holdings,  Inc. 

59.  Southwestern  Bell  Corporation 

60.  The  Stride  Rite  Corporation 

61.  Taseko  Mines  Limited 

62.  Telephone  and  Data  Systems, 
Inc. 

63.  Transamerica  Corporation 

64.  TransCanada  PipeLines 

65.  Tri-Continental  Corporation 

66.  United  Asset  Management 
Corporation 

67.  United  Industrial 
Corporation 

68.  United  Telecommunications 

69.  UNR  Industries,  Inc. 

70.  USLIFI   Corporation 

71.  UtiliCorp  United 

72.  Vishay  Intcrtcchnology,  Inc. 

73.  Worthington  Industries,  Inc. 
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Arrogance  goeth  before  a  fall:  How  advertising  agency 
Scali,  McCabe  spun  out  of  control. 

Image  maker, 
heal  thyself 


As  MUCH  AS  any  of  the  products  it 
markets,  an  advertising  agency  is  a 
brand — dependent  as  much  on  its 
image  as  on  its  substance.  That  image 
can  be  "very  fragile,"  says  Marvin 
Sloves,  a  founder  and  chairman  of 
advertising  agency  Scali,  McCabe, 
Sloves  Worldwide. 

Sloves  knows  whereof  he  speaks. 
Until  recently,  few  agencies  shone 
more  brightly  than  Scali.  Since  its 
1967  founding,  Scali  has  managed  to 


build  a  reputation  for  both  high  mar- 
keting seriousness  and  consistently 
zestful  creative  work.  Scali  put  Perdue 
and  its  fowl-faced  chairman  on  the 
map.  It  held  kosher  Hebrew  National 
franks  accountable  to  "a  higher  auth- 
ority." Before  the  Ogilvy  Group 
bought  Scali  in  1977,  it  asked  its  own 
employees  where  else  they  would 
most  like  to  work.  Scali  came  out  on 
top  by  a  wide  margin.  Says  one  former 
Scali-ite  simply:  "It  was  Camelot." 


Scali,  McCabe,  Sloves  Chairman  Marvin  Sloves 

"For  the  past  year  and  a  half,  my  mind  was  somewhere  else." 


These  days,  try  Purgatory.  In  1990 
Scali's  flagship  New  York  office  was 
w  hipsawed  by  six  client  defections — 
including  big  names  like  Volvo,  Ni- 
kon, Maxell,  Lotus  Development  and 
Chase  Manhattan  Bank.  Along  with 
the  clients  went  nearly  a  third  of  the 
agency's  $325  million  in  annual  bill- 
ings and  one- third  of  its  New  York 
staff  of  250. 

What  went  wrong?  Ego  clashes, 
inattention — and  even  rudeness — to 
clients,  and  a  host  of  other  manage- 
ment problems  linked  to  the  agency's 
phenomenal  growth. 

Like  a  gyroscope,  an  advertising 
agency  balances  on  the  eggshell  egos 
of  the  personalities  who  run  it.  To 
thrive,  it  must  always  spin  faster — 
winning  new  accounts  to  attract  the 
best  creative  talent,  and  using  the 
talent  to  attract  new  accounts.  But  the 
faster  an  agency  spins,  the  more  pres- 
sure it  puts  on  the  egos  underneath. 
Things  can  go  very  wrong  very  fast. 
By  the  late  1980s  Scali  had  spun  out  of 
control. 

"This  agency  hasn't  worked  for  a 
long  time,"  says  Executive  Vice  Presi- 
dent Keith  Green.  "We  were  just  able 
to  keep  the  ribbon  on  the  package." 

Scali's  biggest  blow  was  the  loss  last 
year  of  the  $40  million  Volvo  ac- 
count— the  agency's  first  client  and 
one  of  its  creative  showcases.  Last 
November  Volvo  admitted  that  a 
Scali  commercial  meant  to  demon- 
strate Volvo's  sturdiness  had  in  fact 
been  faked.  It  showed  a  Volvo  hold- 
ing up  among  a  line  of  cars  being 
crushed  by  a  monster  truck.  That 
actually  happened  in  a  test,  but  the 
Volvo  in  the  commercial  was  but- 
tressed on  the  inside  with  timber  and 
steel.  Scali  could  have  avoided  all  the 
resulting  furor  by  labeling  the  ad  a 
"reenactment,"  but  it  didn't.  "Rook- 
ie error,"  says  Mark  Messing,  a  Scali 
senior  vice  president. 

Some  error.  It  was  the  capper  in  a 
string  of  embarrassments  that  had 
made  Scali  a  leper  in  the  eyes  of 
prospective  clients.  Its  nine  overseas 
offices  and  three  U.S.  subsidiaries 
continue  to  do  well — with  some  $580 
million  in  annual  billings,  but  as  the 
New  York  office  goes,  so  goes  the 
agency's  brand  image. 

Which  is  why  the  advertising  indus- 
try is  watching  so  closely  to  see  wheth- 
er Scali  can  turn  itself  around.  "Peo- 
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Fallon,  McElligott  Chairman  Patrick  Fallon  stepped  in  to  turn  Scali  around 
He  stopped  the  bleeding  inside,  but  now  he  must  change  the  image. 


pie  say  that  beer  brands  that  go  flat 
can  never  be  revived,  and  they  say  that 
about  ad  agencies,  too,"  says  Scali 
Executive  Vice  President  Lauren 
Fisher.  "We  want  to  turn  that  adage 
on  its  head." 

To  that  end,  Scali  recently  brought 


in  Patrick  Fallon,  a  founder  of  the  hot- 
shot Minneapolis  agency  Fallon, 
McElligott,  Inc.,  a  Scali  subsidiary. 
Fallon  has  helped  quell  internal  dis- 
sension and  has  even  managed  to  get 
the  agency  in  on  some  new  business 
pitches — though  Scali  has  yet  to  win 


WE  DESIGN  EVERY  VOLVO  TO  LOOK  LIKE  THIS. 


Scali's  first  client 

A  long  record  of  award-winning  ads — until  last  year. 


any  big  new  accounts.  Said  Fallon  in  a 
talk  to  the  troops  in  January:  "Quite 
literally,  we  will  have  to  close  the 
doors  if  things  don't  change." 

Keeping  the  doors  open  will  take 
some  work.  From  the  beginning,  the 
Scali  gyroscope  rested  on  the  delicate 
balance  between  two  of  the  com- 
pany's five  founders,  Edward 
McCabe  and  Marvin  Sloves.  McCabe, 
52,  is  widely  regarded  as  an  advertis- 
ing genius,  and  he  wouldn't  argue. 
But  he  tyrannized  his  creative  staff, 
driving  some  employees  to  quit  and 
others  to  do  award-winning  work.  He 
was  scarcely  less  gentle  with  clients. 
"If  you  attacked  one  of  Ed's  ads,  you 
were  attacking  his  children,"  recalls  a 
former  colleague. 

Sloves  was  the  glove  on  McCabe's 
fist — fitting,  since  his  father  was  a 
teenage  prizefighter  dubbed  "the 
Bronx  Bonecrusher,"  and  an  entire 
office  at  the  agency  is  devoted  to 
Sloves'  sizable  collection  of  boxing 
memorabilia.  Sloves  is  as  likable  as 
McCabe  is  acerbic,  and  his  silky  touch 
and  cultured  charm  attracted  clients 
and  talent — including  Fallon,  who 
had  spurned  numerous  offers  to  join  a 
bigger  agency. 

The  delicate  balance  began  to  tilt  in 
1986,  when  McCabe,  feeling  burned 
out,  took  a  three -year  sabbatical  from 
advertising.  (He  returned  and,  earlier 
this  year,  formed  his  own  agency, 
McCabe  &  Co.)  Sam  Scali,  a  founder 
and  co-creative  director  with 
McCabe,  took  over.  But  he  was  no  Ed 
McCabe  when  it  came  to  creating  ads. 
Meanwhile,  Keith  Green,  an  aggres- 
sive young  executive,  was  rising 
quickly  in  the  agency.  Possessed  of  a 
sharp,  creative  marketing  mind,  he 
had  an  equally  sharp  tongue  and  a 
willingness  to  use  it.  At  one  meeting  a 
marketer  from  Chase  Manhattan  pre- 
sented the  firm  with  some  ideas  to 
reposition  Chase's  credit  card  busi- 
ness. Green  felt  the  strategy  would 
undermine  the  Chase  brand.  "If 
that's  the  way  you  think,  you  should 
be  fired,"  Green  told  the  dumbstruck 
Chase  executive.  "We  spent  the  next 
month  trying  to  placate  the  client," 
recalls  a  former  account  man.  "If  I 
could  do  it  over,  I  would  tread  more 
lightly,"  says  Green  now. 

Hertz,  billing  $27  million,  called  it 
quits  in  late   1989.   Lotus  Develop 
ment,  a  $10  million  account,  left  after 
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ROLM's  Debbie  Walsh  makes  it  her  business 
to  keep  Empire  Blue  Cross  and  Blue  Shield 

fully  covered. 


For  someone  who  never  gets  sick,  ROLM®  representative 


calling  Empire  and  entering  their  account  number  on  the 
telephone  keypad.  From  there,  a  computer  retrieves  the 
account  information  and  relays  it  to  the  caller. 

Of  course,  sometimes  personal  contact  is  required.  So 
CallPath  can  also  send  account  information  directly  to  a 
service  representative's  computer  screen.  All  of  which  greatly 
improves  Empire's  speed  and  accuracy  in  handling  calls. 

To  further  enhance  Empire's  ability  to  service  its  cus- 


Debbie  Walsh  certainly  spends  a  lot  of  time  at  Empire  Blue  tomers,  Debbie  suggested  ROLM  PhoneMail!  PhoneMail 

Cross  and  Blue  Shield.That's  because  Debbie  puts  a  premium  not  only  records  voice  messages,  but  also  stores  them,  routes 

on  personal  service.  And  because  Empire  Blue  Cross  and  Blue  them,  even  ties  them  to  a  computer.  So  customer  calls  are 


Shield  is  constantly  on  the  lookout  for  more  productive  ways  to 
improve  service  and  communicate  with  its  many  customers. 


promptly  returned  by  the  correct  Empire  service  agent. 
CallPath  and  PhoneMail  help  Empire  Blue  Cross  and 


There  was  the  time  Empire  asked  Debbie  how  to  tie  Blue  Shield  answer  over  ten  million  phone  calls  a  year.  Of 

together  its  voice,  imaging  and  data  processing  technologies.  course,  Debbie  Walsh  is  always  there  with  a  few  answers  of  her 

She  recommended  CallPath™  With  CallPath,  customers  can  own.  For  more  information,  call  ROLM  at  1-800-624-8999 


have  many  of  their  questions  answered  simply  by        D      l|l  ext.  235,  or  your  authorized  ROLM  Business  Partner. 

An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 


®  HOI  M  and  PhoneMail  are  registered  trademarks  of  HOI  M  Systems  "'CallPath  is  a  trademark  of  IRM.  ©  (990  HOI  M  Company 
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IT-mRES 

ATOUGHMAN 

TOMAREA 

TENDER  CHICKEN. 
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Wonder  what  Eastern  Europeans  want  to  buy? 
Just  ask  them,  they'd  love  to  tell  you. 

Bloc  shopping 


Fowl-faced  Frank  Perdue 
Scali  put  Perdue  on  the  map. 


the  agency  refused  to  put  enough 
account  people  on  the  business.  Ni- 
kon decamped  last  fall  after  Scali  mis- 
takenly ran  an  ad  for  a  new  Nikon 
camera  before  the  product  was  intro- 
duced. Chase  finally  packed  its  bags 
last  December. 

Marvin  Sloves,  who  might  have 
smoothed  over  these  problems,  was 
busy  elsewhere.  Scali  parent  Ogilvy 
Group  had  been  bought  by  the  U.K.'s 
WPP  Group  in  1989,  and  Sloves  was 
busily  pursuing  his  dream  of  building 
Scali  into  a  $1  billion  international 
network  by  buying  agencies  overseas. 
"For  the  past  year  and  a  half,  my  mind 
was  somewhere  else,"  he  concedes. 

Since  taking  over,  Fallon  has 
stopped  the  bleeding.  He  hasn't  won 
any  new  big  accounts,  but  he  hasn't 
lost  any  either.  One  of  Fallon's  first 
moves  was  to  woo  back  the  Volvo 
copywriter  and  art  director,  both  of 
whom  had  defected  to  rival  Chiat/ 
Day/Mojo.  Not  only  did  Fallon  need 
their  skills,  but  he  also  wanted  to  send 
a  message:  that  Scali  could  own  up  to 
the  Volvo  lapse  and  still  hold  its  head 
high.  Fallon  has  even  included  the 
notorious  Volvo  spot  on  the  commer- 
cial reel  that  he  shows  to  prospective 
clients — with  a  line  reading  "a  re- 
enactment,"  on  the  bottom,  of 
course.  "We've  got  to  go  on  the 
offensive  and  take  the  sting  out  of 
this,"  says  Fallon.  -J.L.  ■■ 
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By  Marcia  Berss 

There's  good  news  and  bad  news  for 
U.S.  companies  scurrying  into  East- 
ern Europe.  The  good  news  is  that 
Eastern  European  consumers  know 
American  brands;  the  bad  news  is  that 
they  have  no  intention  of  buying 
them — at  the  moment,  anyway.  From 
canned  goods  to  cars,  the  Eastern 
European  shopper  plans  to  buy  Euro- 
pean. For  instance,  almost  four  out  of 
ten  Poles  know  the  German  detergent 
Henkel  and  16%  want  to  try  it,  but 
only  5%  know  of  Procter  &  Gamble's 
detergents,  and  only  4%  want  to  try 
them.  And  in  Czechoslovakia,  Ger- 
many's Nivea  skin  cream  has  virtually 
100%  brand  awareness.  Camay  soap 
from  the  U.S.?  Only  37%  have  heard 
of  it  and  26%  want  to  try  it. 

American  brands  top  the  list  of 
desired  purchases  in  only  one  catego- 
ry— fast  food.  Sixty  percent  of  the 
people  polled  in  Czechoslovakia 
know  about  and  42%  want  to  try 
McDonald's — high  for  an  American 
brand.  All  these  are  the  findings  of  a 
new  marketing  survey,  "Perestroika: 
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Berlin  department  store 

Nobody  wants  to  buy  American. 


The  Consumer  Signals,"  recently  re- 
leased by  British  research  firm  mai 
International.  The  survey,  which  sells 
for  $8,500  a  copy,  has  been  bought 
by  companies  like  Levi  Strauss  and 
Colgate  -  Palmolive . 

"Eastern  Europeans  don't  think 
globally,  they  think  provincially," 
says  Robert  Kaden,  president  of 
Goldring  &  Co.,  the  U.S.  affiliate  of 
mai.  Which  is  why  Kaden  recom- 
mends that  American  marketers  jump 
into  the  fray,  pronto. 

What  can  U.S.  companies  expect  of 
Eastern  European  shoppers?  In  a 
word,  hedonism.  Asked  how  they 
would  spend  a  bonus  equal  to  their 
yearly  income,  most  said  they'd  take 
an  immediate  holiday  somewhere  in 
the  glittering  West.  More  sensible 
choices  like  salting  away  money  for  a 
child's  education — or  buying  a 
house — ranked  way  down  the  list. 

Quick  satisfaction  seems  to  be  the 
goal.   "When  the  repression  stops, 
they  reach  out  to  the  brand  names 
they  can  afford  and  can  make  a  state- 
ment with,"   Kaden  says. 
I  Attention,  Nike  and  Ree- 
i  bok:     Among    the     most 
b  longed-for         nondurable 
goods  arc  athletic  shoes. 

Pretty  frivolous  stuff, 
says  Kaden,  but  just  a 
phase.  "As  they  rise  eco- 
nomically, they  will  start  to 
think  about  things  like 
home  ownership." 

One  thing  American 
marketers  won't  have  to 
worry  about  in  Eastern  Eu- 
rope is  getting  enough  sur- 
vey data.  Unlike  U.S.  con 
sumers,  who  often  hang  up 
on  intrusive  survey  takers. 
Eastern  Europeans  relish 
the  new  attention.  Says  Ka- 
den: "These  people  were 
thrilled  to  death  just  to  be 
asked  their  opinion."     H 
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A  NEW  47  DOOR 
FROM  STERLING. 


If  your  idea  of  a  house  in  the  country  happens  to  be  in 
the  country  of  England,  we  have  a  proposition  for  you. 

Should  you,  between  now  and  June  30,  be  the  first  to 
find  a  car  for  a  manufacturer's  suggested  retail  price  of 
$28,S00  or  less  with  all  the  standard  features  of  a  1991 
Sterling  827  SL,  we'll  buy  you  a  British  estate. 

Worth  at  least  two  million  dollars. 

Simply  because  there's  no  better  way  to  demonstrate  the 


extraordinary  abundance  of  features,  luxuries,  amenities 
and  conveniences  built  into  every  Sterling. 

All  you  have  to  do  to  get  started  is  visit  a  Sterling  dealer 
for  a  test  drive  and  an  official  check  list. 

We  know  you  won't  find  another  impeccably  polished 
British  road  car  in  Sterling's  class.  And  frankly,  we  don't 
expect  you  '11  find  a  car  that  qualifies  for  this  offer  either. 
In  fact,  we're  betting  the  house  on  it. 


FIND  ANOTHER  CAR  FOR  *28,500  OR  LESS  WITH  ALL  OF  THIS,  AND  WE'LL  BUY  YOU  A  HOUSE. 


□  Anti-theft  alarm  system 

D  Anti-lock  brakes 

D  4-speed  electronic 
automatic  transmission 

□  4-position  memory  seat 
D  Remote  keyless  entry 

□  Connolly  leather  seatjacings 

□  Multi-function  trip  computer 
D  4-wheel  disc  brakes 

D  V-6  160  B.H.P.  Engine 
D  Front  wheel  drive 


□  Central  locking 

D  Variable  intermittent  wipers 
O  Tilt  steering  column 

□  Map  reading  lights 

□  Rear  reading  lights 
D  Cruise  control 

□  Curbside  illumination 

□  Front  Sijrear  armrests 
D  Digital  clock 

□  Tachometer 

□  Tinted  glass 


n  8-way  power Jront  seats 

D  Power  lumbar  supports 

□  Speed  sensitive  power  steering 
D  Rear  window  defogger 

D  Exterior  thermometer  &Jreeze  alert 

D  Leather-wrapped  steering  wheel 

□  Heated  power  mirrors  with  memory 
D  Burl  walnut  trim 

□  Remote  trunk  and Juel flap  release 
D  Halogen  headlamps 


□  V  rated  tires 

□  Power  tilt  glass  sunroof 

Q  8-speaker,  80  watt  sound  system 

□  Alloy  wheels 

□  Motorized  Jront  seat  belts 
D  Four  doors 

D  Heated  Jront  seats 

Q  Power  windows 

D  Air  conditioning  ^automatic 
climate  control 


STERLING^ROVER 

FOR  THE  NAME  OF  A  DEALER  NEAR  YOU  CALL  I-800-4S  ROVER. 
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COMPUTERS/COMMUNICATIONS 


As  oil  was  the  key  natural  resource  of  the  industrial  age, 

radio  spectrum  is  the  key  natural  resource  of  the  information  age. 

Good  news:  The  supply  of  spectrum  is  practically  infinite. 


What  spectrum  shortage: 


s 


By  George  Gilder 

In  the  last  decade,  cellular  tele- 
phone service  has  liberated  nearly  6 
million  Americans  from  the  webs  of 
the  wire-line  telephone.  Computing 
is  next.  Recent  product  announce- 
ments suggest  that  this  year  computer 
users  will  begin  to  join  cellular  tele- 
phone customers  in  an  increasingly 
wireless  world,  where  voice  and  data 
are  available  wherever  there  is  air. 

On  Apr.  23,  for  example,  Hewlett- 
Packard  announced  an  11  -ounce 
cordless  palmtop  personal  computer 
code-named  the  Jaguar.  The  61/3-by- 
3%-inch  palmtop  operates  on  MS-DOS 
and  runs  Lotus  1-2-3  and  six  other 
software  packages  in  its  permanent 
memory,  including  an  upgraded  HP 
financial  calculator,  plus  any  other 
software  loaded  into  its  512,000 
bytes  of  working  memory. 

Priced  at  just  $700  and  able  to  run 
for  up  to  60  days  on  two  aa  batteries, 
the  Jaguar  is  a  full-function  personal 
computer  with  16-line  display  and 
small  qwerty  keyboard.  Made  possi- 
ble by  using  an  Intel  motherboard 
about  the  size  of  a  credit  card,  it  is  the 
most  impressive  feat  of  American 
miniaturization  since  Motorola's  Mi- 


cro-Tac  cellular  phone.  The  Japanese 
have  nothing  to  compete  against  it, 
although  they  surely  will. 

The  Jaguar's  most  powerful  feature 
is  not  its  size  but  its  communications. 
Working  with  HP,  Motorola  devel- 
oped a  radio- frequency  receiver  to 
connect  the  Jaguar  to  the  world. 
Available  later  this  year,  the  device  can 
download  electronic  mail  or  data  at 
any  time,  anywhere  in  the  U.S.,  and 
channel  it  by  software  to  the  appropri- 
ate file  and  data  location  in  the  com- 
puter. For  example,  the  Jaguar  could 
maintain  a  stock  portfolio,  update  it  as 
prices  change,  and  provide  a  continu- 
ing computation  of  net  worth  and 
margin  position. 

Jaguar  communicates  without 
wires  by  receiving  its  data  in  digitized 
form  across  waves  that  compose  a 
sliver  of  the  radio  spectrum.  It  uses 
radio-pager  technology,  but  extends 
it  with  powerful  software  that  allows 
the  tying  together  of  short  paging 
messages  into  sizable  documents. 

Jaguar's  launch  was  preceded  by  24 
hours  by  the  announcement  of  anoth- 
er portable  computer:  AT&T's  long- 
awaited  Safari  notebook,  a  6-pound, 


^-by^V^-inch  machine  based  on  a 
386SX  Intel  microprocessor.  Particu- 
larly attention-grabbing  were  reports 
of  a  future  Safari  communications 
peripheral  called  the  Wireless  Mail- 
box. To  be  marketed  in  June,  the 
Wireless  Mailbox  will  link  the  Safari 
wirelessly  to  AT&T's  EasyLink  elec- 
tronic mail  service.  Like  Jaguar  users, 
owners  of  the  Safari  will  be  able  to 
receive  their  mail  and  all  manner  of 
other  data  electronically  wherever 
they  want,  miles  from  the  nearest 
telephone  wire  or  coaxial  cable. 

Within  the  next  few  years,  such 
computers  will  command  full  two- 
way  links,  including  voice.  The  digital 
palmtop  device  carried  by  most  peo- 
ple will  be  a  cellular  phone  with  pow- 
erful computer  features  such  as  the 
"Charlie"  long  predicted  by  Craig 
McCaw.  Capable  of  receiving  and 
storing  both  voice  and  electronic 
mail,  providing  maps  and  navigation- 
al aids  for  the  car  and  performing 
remote  banking,  shopping  and  other 
tasks,  these  machines  will  achieve  at 
last  the  long-awaited  convergence  of 
portable  computers  and  phones. 


Electromagnetism's  rainbow 

In  one  of  the  great  feats  of  unification  in  the  history  of 
science,  James  Clerk  Maxwell  in  1865  showed  that  light  is  but 
one  type  of  electromagnetic  wave  on  a  spectrum  that  in- 
cludes a  wide  range  of  invisible  waves.  Early  in  the  20th  centu- 
ry, scientists  came  to  another  insight  about  electromagnetic 
waves:  Their  information-carrying  capacity  is  proportional  to 
their  frequency.  An  FM  signal  that  ranges  in  the  band  of 
frequencies  between  1  megahertz  and  10  megahertz  may  com- 
municate 9  million  or  more  units  of  information  per  second. 
Higher  up  the  scale,  the  band  between  1  and  10  gigahertz  may 
pack  in  9  billion  units  of  information — 1,000  times  as  much. 
On  the  compressed  exponential  scale  of  this  diagram  these  two 
bandwidths  look  the  same  but  are  in  fact  very  different. 
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Westinghouse 
radio  (left); 
H-P's  Jaguar 
There  is  no 
reason  a 
computer  cannot 
also  be  a  cellular 
phone,  electron- 
ic mailbox  and 
navigator. 


Meanwhile,  back  at  the  office, 
desktop  computers  are  preparing  to 
shed  their  wires  as  well.  Apple,  Mo- 
torola, NCR,  Photonics,  bicc,  IBM  and 
scores  of  other  firms  are  inventing 
ingenious  ways  for  disconnecting 
computers  from  wire-line  networks 
inside  as  well  as  away  from  office 
buildings.  Although  few  people  rec- 
ognize the  fact,  millions  of  miles  of 
old-tech  copper  and  coaxial  cable  are 
becoming  obsolete,  as  wireless  sys- 
tems take  over  basic  voice  and  data 
transmission  and  fiber-optic  lines 
handle  heavy-duty  communications, 
such  as  some  video  and  image  traffic. 

The  common  denominator  of  all 
these  new  computing  and  communi- 
cating technologies  is  the  air  around 
us.  That  is,  the  technologies  share  a 
common  need  for  unused  frequencies 
on  the  electromagnetic  radio  spec- 
trum. And  there  is  the  rub.  According 
to  the  experts  in  Washington,  the 
frequencies  have  already  been 
claimed.  To  allocate  a  piece  of  spec- 
trum to  a  new  use  would  be  to  dispos- 


sess someone  who  has  al- 
ready laid  claim  to  the 
band. 

Earlier  this  year  Federal 
Communications  Commis- 
sion Chairman  Alfred  Sikes 
called  for  creation  of  a  new 
frequency  reserve  to  be  used 
for  emerging  technologies. 
But  he  said  that  the  only  way  to  create 
this  new  reserve  would  be  to  move 
some  existing  users  to  "new  homes," 
as  he  put  it.  Wisely,  Sikes  did  not 
identify  which  parties  might  lose  their 
old  homes:  The  politics  of  taking 
frequencies  from  one  interest  or  in- 
dustry and  giving  them  to  others 
promises  decades  of  wrangling  by  lob- 
byists and  political  action  committees. 

Is  the  electromagnetic  spectrum 
really  like  waterfront  property — a  nat- 
urally scarce  resource  of  which  new 
supplies  can  be  harnessed  only  at  great 
and  increasing  cost?  Must  the  fre- 
quencies used  for  wireless  radio  be 


carefully  controlled, 
reserved  and  doled  out  by 
politicians  and  bureaucrats? 

As  University  of  Maryland  econo- 
mist Julian  Simon  has  shown,  the  last 
three  centuries  of  political,  techno- 
logical and  financial  revolution  and 
innovation  cast  serious  doubt  on  any 
claims  about  the  economic  scarcity  of 
any  natural  resources,  whether  arable 
land,  bauxite  or  oil.  This  is  because 
the  earth's  resources,  as  useful  materi- 
als, are  not  really  material  at  all;  they 
are  mental,  deriving  their  value  from 
the  inventiveness  of  human  beings. 
Petroleum,  for  example,  was  mostly 
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COMPAQ  PCs. 

High  performance  makes 

them  more  desirable. 

New  prices  make  them 

more  attainable. 


The  COMPAQ 

DESKPRO  286N  PC 

and  COMPAQ 

DESKPR0386NPCare 

our  most  affordable 

desktops.  Our  smallest, 

too.  They  won't  look 

big  on  your  desk. 

Or  your  bottom  line. 


Number  crunchers  will  appreciate 

the  speed  and  power  of  the 
COMPAQ  DESKPRO  386/25e  PC. 
They'll  also  appreciate  its  price. 


The  COMPAQ  SLT386S/20  PC 
packs  Intel  386SX 
performance  and  full 
functionality  into  a  battery- 
powered  laptop  that  is  as 
affordable  as  it  is  powerful. 


The  COMPAQ  DESKPRO  48 
PC  is  for  the  power  user 
who  simply  refuses  to 
compromise  on  anything. 


The  COMPAQ 

DESKPR0386SPC 

and  COMPAQ 

DESKPRO386S/20PC 

offer  everything  you 

want  in  Intel  386SX 

computing.  With 

our  new  prices, 

we  mean  everything. 


At  8.5" x  11", 

no  other  notebook 

packs  more  features  into 

a  design  as  small  as  the 

award-winning  COMPAQ 

LTE386S/20PC 

With  our  new  prices,  why 

carry  anything  else? 


Now  what  you  want  in  a  PC  and  what 
you  want  to  pay  for  a  PC  are  the  same 
thing.  That's  because  now  the  most 
popular  COMPAQ  personal  computers 
and  PC  systems  are  more  affordable 
than  ever. 

Our  new  prices  mean  that  millions 
of  people  can  now  discover  what  mil- 
lions of  COMPAQ  users  already  know: 
COMPAQ  PCs  simply  work  better. 

At  Compaq,  "It  simply  works  better" 
is  not  just  a  slogan.  It's  the  goal  behind 
every  product  (and  every  component 
of  every  product)  we  build. 

Working  better  means  designing 
products  in  response  to  people's  needs, 
not  our  own.  It  means  putting  the  latest 
innovations  to  work  to  enhance  your 
investment  in  PC  technology,  not  ren- 
der it  obsolete. 

Working  better  means  ensuring 
reliability  and  compatibility  by  sub- 
jecting our  PCs  to  exhaustive  testing. 
It  also  means  supporting  them  the 
world  over  through  our  thoroughly 
trained  dealer  network. 

Yes,  our  prices  are  now  lower.  But 
our  standards  are  as  high  as  ever.  Just 
imagine  the  impact  these  two  simple 
facts  can  have  on  your  company. 

Your  Authorized  COMPAQ  Computer 
Dealer  can  provide  you  with  complete 
pricing  and  product  information.  Or 
we  can  give  you  our  suggested  resale 
prices  and  the  location  of  the  dealer 
nearest  you.  Just  call  1-800-231-0900, 
Operator  158.  In  Canada,  1-800-263-5868, 
Operator  158. 
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seen  as  useless  gunk  until  Western 
inventors  discovered  uses  and  markets 
for  it.  Today,  after  some  150  years  of 
intense  use  and  repeated  prophecies 
of  dearth  and  exhaustion,  proven  oil 
reserves  are  larger  than  ever. 

Why  then  should  we  believe  the 
claims  that  cellular  phones  and  high- 
definition  television  signals  will  ex- 
haust the  electromagnetic  spectrum? 
The  only  reason,  as  Simon  and  others 
have  observed,  is  that  any  resource  or 
commodity  can  be  made  scarce  if  its 
price  is  artificially  controlled  or  its 
availability  restricted.  Whether  on  oil 
or  housing,  milk  or  water,  price  con- 
trols and  other  political  regulations 
may  balk  the  human  invention  that 
increases  the  quantity  or  availability  of 
substances  when  they  become  scarce. 
Anyone  who  doubts  this  need  look 
only  to  the  Soviet  Union,  where  prac- 
tically everything  is  scarce. 

The  same  analysis  applies  to  the 
range  of  frequencies  that  make  up 
nature's  electromagnetic  spectrum, 
including  those  airwaves  up  to 
30,000  megahertz  (30  gigahertz),  ar- 
bitrarily termed  radio  frequencies. 

Strictly  speaking,  you  don't  mine 
or  pump,  refine  or  manufacture  radio 
wave  frequencies;  they  stay  the  same. 
If  too  many  people  try  to  use  the  same 
frequencies  at  the  same  time,  the  sig- 


nals interfere  with  and  jam  one  anoth- 
er; the  "resource,"  so  to  speak,  is  used 
up.  Therefore,  argue  the  politicians 
and  sundry  interested  parties  who 
have  already  staked  their  spectrum 
claims,  this  crucial  and  finite  resource 
must  be  regulated  by  government,  in 
various  ways:  by  the  FCC,  by  Judge 
Harold  Greene,  by  the  U.S.  Congress 
and  by  the  public  utilities  commis- 
sions that  oversee  telephone  rates  and 
services  in  the  50  states. 

Yet  far  more  than  any  other  re- 
source, the  spectrum  of  frequencies  is 
truly  infinite.  Useful  wavelengths  run 
from  am  radio  waves  the  length  of 
football  fields,  to  fm  waves  measured 
in  feet,  to  microwaves  about  the  size 
of  a  fingernail,  to  infrared  and  light 
waves  near  one -hundredth  the  width 
of  a  human  hair,  to  ultraviolet  rays  a 
few  tenths  the  width  of  visible  light,  to 
X  rays  thousands  of  times  narrower 
than  ultraviolet. 

As  the  wavelengths  become 
shorter,  the  frequencies  rise,  from  the 
thousands  of  cycles  a  second  (kilo- 
hertz)  of  am  radio  to  the  millions  of 
billions  of  cycles  a  second  in  X  and 
gamma  rays.  The  lower  frequencies 
have  been  the  easiest  to  harness  for 
commercial  purposes.  But  from  the 


Infra* 


point  of  view  of  physics,  the  higher 
the  frequency,  the  greater  the  poten- 
tial capacity  for  sending  information. 
(More  precisely:  One  hertz  of  band- 
width has  the  same  capacity  no  matter 
where  it  appears  on  the  spectrum.  But 
^there  is  1 ,000  times  as  much  informa- 
tion capacity  between  1  and  10  giga- 
hertz as  between  1  and  10  mega- 
hertz.) In  other  words,  there  is  enor- 
mous potential  for  commercial 
development  of  radio  waves  in  the 
virgin  territory  of  the  spectrum's 
higher  frequencies. 

Nearly  all  these  frequencies  can  be 
used  for  communications.  Today, 
however,  far  less  than  1%  of  this  range 
is  actually  used.  What  determines  use 
is  not  the  scarcity  or  other  characteris- 
tics of  different  frequencies  but  the 
progress  of  innovation. 

Think  of  the  spectrum  as  Manhat- 
tan Island  circa  1 500.  Not  much  value 
in  the  place  then.  But  by  1700  the 
Wall  Street  area  was  busding,  and  by 
1900  most  of  the  island  was  covered 
with  buildings,  which  were  then 
knocked  down  to  build  bigger  build- 
ings. The  value  of  the  area  grew — 
from  a  few  dollars'  worth  of  beads  to 
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Regulators  are 
focusing  on  the 
crowded  part  of 
the  spectrum — 
500  to  5,000 
megahertz.  Recent 
research  has 
opened  higher 
frequencies, 
even  into  the  ultra- 
violet, as  a  pos- 
sible resource. 
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You  can  improve  technology 
and  still  be  stuck  in  the  same  jam. 


Acquiring  the  latest  in  information 
technology  doesn't  always  shift  a 
company  into  high  gear.  Organizations 
often  require  restructuring  to  take  full 
advantage  of  their  new  potential. 

Andersen  Consulting  would  like  to 
help  your  organization  get  on  the  fast 
track.  And  achieve  maximum  competi- 
tive advantage.  Our  solution  is  Change 
Management  Services."" 
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Change  is  managed  from  an  overall 
perspective.  We  anticipate  how  tech- 
nology will  affect  not  only  processes, 
but  also  the  organization  of  your  com- 
pany. We  then  develop  and  apply  tech- 
niques for  smooth  implementation.  The 
result  is  a  work  force  better  enabled  to 
make  change  work. 

Change  Management  Services  is 
another  reason  that  a  majority  of  the 
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Consulting.  To  the  rest  of  you  we  say, 
"Gentlemen,  start  your  engines'.' 
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tens  of  billions  of  dollars  as  people 
figured  out  new  and  more  profitable 
uses  to  which  to  put  Manhattan. 

So  it  has  been  and  will  be  with  the 
electromagnetic  spectrum.  The  dia- 
gram starting  on  page  324  shows  the 
relentless  exploration  and  develop- 
ment since  the  Second  World  War  of  a 
tiny  portion  of  the  spectrum  band — 
from  100  to  4,000  megahertz  (mil- 
lions of  cycles  per  second) — that  was 
previously  thought  to  be  commercial- 
ly useless.  Over  the  last  35  years, 
mobile  phone  services  have  moved 
from  systems  using  low  fm  frequen- 
cies near  100  megahertz,  with  as  few 
as  150  users  in  a  city,  to  the  1960s 
level  of  450  megahertz,  used  by  hun- 
dreds of  thousands  of  taxis,  police 
cars,  ambulances  and  businessmen,  to 
the  current  900  megahertz  band  ac- 
commodating 5.7  million  cellular 
subscribers.  The  digitization  of  voice 
signals  will  boost  this  capacity  be- 
tween threefold  and  twentyfold,  de- 
pending on  which  system  is  adopted. 

Cellular  telephony  is  the  current 


for  wireless  LANs  have  proposed  using 
frequencies  near  the  uhf  band — or 
between  500  megahertz  and  2,000 
megahertz.  But  rather  than  horn  in 
on  someone  else's  spectrum,  Motoro- 
la's pioneering  LAN  system  can  oper- 
ate on  a  virtually  virginal  microwave 
frequency  band:  18  gigahertz,  an  area 
currendy  used  only  for  a  few  point-to- 
point  microwave  transmissions.  Op- 
erating at  a  low  power  that  avoids 
health  concerns  and  using  spectrum 
otherwise  unclaimed,  Motorola's  sys- 
tem gained  ready  approval  from  the 
FCC,  leaving  in  the  dust  Apple  and 
other  firms  applying  for  lower,  more 
contested  frequencies  for  their  wire- 
less LANs.  And  as  with  all  spectrum 
awards,  Motorola's  price  was  right; 
for  all  winners,  spectrum  is  free. 

This  exploration  and  development 
of  spectrum — from  100  megahertz  to 
18  gigahertz  in  less  than  50  years — 
represents  quite  a  bit  of  human  inge- 
nuity at  work.  What's  amazing  is  that 


Human  intelligence  pushes  out  na- 
ture's frontiers;  the  frontiers  do  not 
circumscribe  human  intelligence. 

What  I  have  called  the  law  of  the 
microcosm  dictates  that  the  smaller 
the  computing  device,  the  more  of 
them  can  be  put  on  a  single  chip  and 
*the  faster,  cheaper,  more  useful  and 
more  durable  it  is;  in  a  sense,  the  less 
space,  the  more  room. 

A  similar  law  governs  the  radio 
spectrum.  The  higher  the  frequency, 
the  shorter  the  wavelength;  the  wider 
the  bandwidth,  the  smaller  the  anten- 
na and  ultimately  the  cheaper  and 
better  the  communications.  The 
working  of  this  law  will  render  obso- 
lete the  entire  idea  of  scarce  spectrum 
and  launch  an  era  of  advance  in  tele- 
communications comparable  to  the 
recent  gains  in  computing. 

In  creating  its  new  18  gigahertz 
wireless  networking  system,  Motor- 


craze,  but  human  inventiveness  does 
not  stop  at  1  gigahertz,  any  more  than 
the  Woolworth  Building  was  Man- 
hattan's last  development.  Britain  and 
Japan  have  already  approved  spec- 
trum near  the  2  gigahertz  (billions  of 
cycles  per  second)  level  for  low-power 
personal  communications  networks. 

Now  Motorola  is  pioneering  into 
the  18  gigahertz  zone.  In  January, 
Motorola  demonstrated  a  dramatic 
expansion  of  available  spectrum,  cre- 
ating a  wireless  local  area  computer 
network  entirely  equivalent  to  the 
wired  Ethernet  and  token  ring  sys- 
tems that  link  most  office  computers 
with  copper  lines.  Previous  proposals 
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at  each  step,  there  was  a  strong  con- 
sensus among  experts  in  the  field  that 
higher  frequencies  could  not  be  used 
for  mobile  telephones.  It  was  said  that 
moving  up  the  spectrum  would  re- 
quire prohibitively  bigger  and  more 
expensive  mobile  phone  handsets  and 
other  equipment,  with  less  range, 
coverage  and  reliability. 

Why  have  these  gloomy,  scarcity- 
based  forecasts  proved  so  wrong?  Be- 
cause in  each  case,  advances  in  micro- 
chip design  tools,  integration  of  more 
transistors  on  single  chips,  improved 
design  of  radio  frequency  systems  and 
new  antenna  technology  led  to  the 
creation  of  better  systems  at  higher 
frequencies. 

It  is  exactly  as  Julian  Simon  has  said. 


ola  took  advantage  of  many  stunning 
technological  advances.  It  used  new 
superfast  monolithic  microwave  inte- 
grated circuits  made  of  gallium  arse- 
nide to  reduce  the  size  of  the  receivers 
and  transmitters  of  the  18  gigahertz 
signal  from  machines  the  size  of  re- 
frigerators to  the  size  of  a  deck  of 
playing  cards.  To  perform  the  fast 
logic  operations  to  encode  and  de- 
code the  signals  and  correct  any  ei 
rors,  the  firm  used  the  advanced  (  M<  >S 
technology  developed  with  Toshiba 
for  the  firm's  microprocessors.  To 
reduce  the  antenna  to  the  size  <>t  an 
ashtray,  a  team  working  under  Mo 
torola's  chief  scientist,  Thomas  lice 
berg,  invented  a  hexagonal  antenna 
that  uses  computer  logic  to  sort  out 
signals  bouncing  from   many  direc 
dons  in  an  office  environment.  M<> 
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torola  also  saved  years  of  design  and 
testing  time  by  using  a  supercom- 
puter to  simulate  the  intricate  pat- 
terns of  propagation  and  interference 
of  the  18  gigahertz  waves.  Thus  are 
advances  in  computers  driving  ad- 
vances in  communications,  which 
spur  the  computers/communications 
nexus  to  new  heights. 

Semiconductor  integration  is  in  the 
process  of  rising  from  some  20  million 
transistors  on  a  16-megabit  memory 
chip  to  over  1  billion  transistors  on  a 
chip  by  2001.  By  the  next  century, 
there  will  be  about  a  millionfold  rise  in 
the  cost  effectiveness  of  computing — 
that  is,  a  unit  of  supercomputing  pow- 
er that  today  costs  $1  million  will,  in 
the  next  decade  or  so,  drop  to  $1. 
This  is  not  hyperbole.  For  example,  a 


of  their  property. 

The  greatest  gains  will  come  from 
developments  in  a  field  not  normally 
seen  as  spectrum  at  all:  fiber  optics. 
Today  Photonics  and  other  firms  use 
wireless  infrared  rays  like  those  in  your 
TV  remote  control  for  line-of-sight 
computer  communications  in  net- 
works and  between  buildings.  The 
Jaguar  uses  infrared  for  8 -inch  direct 
links  to  other  Jaguars.  Fiber  optics  are 
just  a  way  of  sending  infrared  light 
signals  along  a  channel  of  glass,  thus 
using  for  telecommunications  a  part 
of  the  electromagnetic  spectrum  po- 
tentially millions  of  times  more  capa- 
cious than  even  the  microwave  fre- 
quencies being  used  by  Motorola's 


assistant  secretary  of  commerce  for 
communications  and  information,  is 
recommending  that  fcc  broadcast  li- 
censes be  tradable.  Thus,  for  example, 
CBS  could  sell  its  spectrum  allocation 
to  McCaw  Cellular  if  McCaw 
thought  it  could  get  more  profits 
from  the  band  than  cbs.  With  backing 
from  the  Bush  Administration,  Rep- 
resentative Ritter  and  a  bipartisan 
group  of  congressmen  have  intro- 
duced legislation  to  authorize  auc- 
tions of  spectrum  at  fair  market  value. 
Driving  such  proposals  is  the  sensible 
idea  that  the  market  can,  to  use  a  real 
estate  metaphor,  decide  which  shacks 
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single  billion-transistor  chip,  manu- 
facturable  for  under  $100,  might 
hold  the  central  processing  units  of  16 
top -of- the -line  Cray  ymp  supercom- 
puters that  now  cost  some  $20  mil- 
lion each .  With  chip  densities  moving 
to  the  level  of  billions  of  transistors — 
or  scores  of  supercomputer  central 
processors — on  a  single  chip,  million- 
fold  gains  seem  a  reasonable  projec- 
tion of  the  accelerating  pace  of  im- 
provement already  under  way. 

Within  the  next  decade,  the  ad- 
vances in  computing  will  force  a  simi- 
lar expansion  of  communications 
power.  Those  nations  that  deregulate 
communications  will  see  an  explosive 
and  far-reaching  expansion  of  avail- 
able spectrum.  We  will  drown  in  "air" 
just  as  surely  as  we  would  be  swamped 
with  Manhattan  housing  for  all  in- 
come groups  if  there  were  no  zoning 
boards,  rent  controls  and  planning 
commissions  to  regulate  owners'  use 


wireless  LAN.  One  fiber-optic  thread, 
for  example,  can  carry  thousands  of 
television  or  other  video  channels. 

A  few  forward- thinking  compa- 
nies— among  them  BellSouth,  Wiltel, 
mci,  AT&T  and  Canada's  Rogers  Ca- 
blevision — have  been  laying  many 
miles  of  fiber  every  year.  But  by  and 
large,  fiber-optic  installation  in  this 
country  is  being  stalled  by  telecom- 
munications regulations.  With  fiber 
balked,  with  spectrum  allocations 
narrowly  controlled  by  politicians  and 
bureaucrats — and  with  the  price  of 
spectrum  set  at  zero — a  crisis  of  spec- 
trum shortage  is  exactly  what  one 
would  expect. 

Not  all  is  bleak  on  the  regulatory 
front.  Some  political  leaders,  such  as 
Representative  Don  Ritter  (R-Pa.) 
and  Senators  Conrad  Burns 
(R-Mont.)  and  Albert  Gore  Jr. 
(D-Tenn.)  are  beginning  to  worry 
that  the  Japanese  and  Europeans  will 
develop  superior  fiber-optic  networks 
if  the  regulatory  logjam  is  not  broken. 

In  addition,  Janice   Obuchowski, 


should  get  turned  into  skyscrapers 
better  than  politicians  can. 

If  this  idea  takes  root,  spectrum 
that  is  currently  not  allocated  will 
probably  be  auctioned  off  in  regular 
intervals,  as  rights  to  log  government- 
owned  timberland  have  been  auc- 
tioned off  to  the  forest  products  com 
panies.  This  form  of  spectrum  privati- 
zation would  give  communications 
entrepreneurs  access  to  the  radio 
waves,  but  without  destroying  the 
value  of  the  investments  already  made 
by  earlier  broadcast  and  cellular  entre- 
preneurs. And  it  would  end,  over- 
night, the  notion  that  spectrum  is  a 
scarce  natural  resource. 

A  glut  of  spectrum.  Does  it  sound 
implausible?   So  did   the   ideas  that 
human  life  expectancy  would  double 
within  this  century  and  that  commu 
nism  would  not  outlive  the  century. 
Human  ingenuity  can  sometimes  be 
repressed  by  human  folly,  but  it  can 
not  be  destroyed.  Inventions  of  the 
sort  we  have  seen  in  recent  months  at 
Motorola,  Hewlett-Packard  and  Oth 
er   firms  will   certainly   abolish   any 
"shortage"  of  radio  baiulwulths.    H 


332 


Forbes"  May  27,  l'WI 


/ 


{j^^ 

7$$^ 


ff&*°* 


V 


Who  just  fit 
Mainframe  Power 
in  a  pizza  box? 
Data  General  presents 

the  AViiON  7000 

and  8000  systems. 
(Ready  for 
delivery  today!) 


10  1991  DATA  GENERAL  CORPORATION 


We've 

just  sliced 

mainframe 

power 

down  to  size. 

Data  General's  AViiON  7000  and  8000  systems 

have  117  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 

That's  right.  The  brains  of  these  next-peneration  Open  Systems 

occupy  the  same  space  as  your  basic  large  pie.  Thanks  to  our  new 

disk  array  technology,  you  can  get  an  amazing  48  gigabytes  of  storage 

on  fault  tolerant  disks.  Best  of  all,  this  mainframe  power  is  yours 

for  a  price  starting  at  less  than  $100,000- 

and  it's  available  right  now!  And  we  don't  scrimp  on  software. 

These  binary  compatible  UNIX-based  systems 

support  all  the  leading  databases, 

business  applications  and  communications  software. 

Through  advanced  symmetric  multiprocessing, 

AViiON  offers  large  scale  commercial  system 

performance  that  used  to  take  up  a  whole  room. 

With  both  our  AViiON  Open  Systems  or  our 

ECLIPSE  Family,  Data  General's  22  years  of  mastering 

technology  has  been  making  life  easier  for  a  lot  of  people. 

Now  it's  your  turn.  For  more  information  call 

1-800-DATA  GEN 

Life  just  got'a  whole  lot  easier! 
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A  pair  of  mathematicians  created  a  simple  code  for 
specifying  show  times  and  TV  channels.  They  and  fellow 
investors  are  going  to  rake  in  tens  of  millions  in  profits. 

Success  formula 


By  David  Churbuck 

It's  one  of  those  why-didn't-I- 
think-of-that  stories.  Two  years  ago 
two  scientists  who  had  labored  for 
years  as  salaried  researchers  came  up 
with  a  clever  idea.  They  developed  a 
formula  to  translate,  into  a  single 
number,  information  about  when  and 
on  what  channel  a  television  show 
appears.  With  this  number,  a  viewer 
could,  without  wading  through  com- 
plicated instructions  about  the  pro- 
gramming buttons,  tell  his  vcr  to 
tape  a  particular  show.  What  a  god- 
send. President  Bush  was  speaking  for 
the  whole  nation  last  month  when  he 
reportedly  said  he  couldn't  figure  out 
how  to  program  his  vcr. 

Then  the  inventors  designed  a  sim- 
ple electronic  box  that  translates  these 
program  numbers  back  into  date, 
time  and  channel  data  and  feeds  those 
data  into  the  VCR.  The  inventors  now 
sell  this  little  box,  called  the  vcr 
Plus+,  for  $60  retail.  They  are  getting 
insanely  rich  off  the  invention. 

The  inventors  are  Henry  Yuen  and 
Daniel  Kwoh,  both  43,  who  were 
working  at  the  Redondo  Beach,  Calif, 
research  office  of  trw  when  they 
formed  Gemstar.  While  Yuen  is  still 
with  TRW,  Kwoh  quit  last  year  to  get 
the  vcr  gadget  going.  They  lined  up 
capital  from  friends  and  relatives, 
found  a  manufacturer  in  the  Far  East 
to  make  the  boxes  and  persuaded 
daily  newspapers  to  carry  the  magic 
numbers  in  their  television  listings. 
To  tell  your  vcr  to  record  Channel  7 
on  Thursday  at  7:30  p.m.,  say,  you 
type  3937  into  your  vcr  P1us+.  In 
New  York  City,  that  would  get  you 
Wheel  of  Fortune. 

Having  surmounted  those  hurdles, 
Gemstar's  main  problem  now  is  keep- 
ing up  with  demand.  At  the  time  the 
vcr  Plus+  was  introduced  last  No- 
vember, the  company  was  forecasting 
sales  of  1  million  in  a  year.  Now,  3 


million  looks  more  like  it. 

About  the  profits,  and  a  lot  of  other 
aspects  of  this  venture,  Yuen  and 
Kwoh  are  secretive.  But  let's  say  that 
the  box  wholesales  for  $30  and  can  be 
manufactured  for  half  that.  This 
translates  into  $45  million  of  gross 
profit.  Now  Gemstar  is  negotiating 
royalty  deals  with  manufacturers  of 
vcrs  who  want  to  incorporate  the 
device's  features  directly  into  their 
products.  And  Gemstar,  after  only  six 
months  in  business,  has  such  a  mo- 
nopoly on  showtime  coding  that  it 
may  soon  be  in  a  position  to  extract 
royalties  from  newspaper  publishers. 
So  far,  100  newspapers  and  some 
editions  of  TV  Guide  are  earning  the 
numbers.  Another  50  newspapers  are 
about  to  begin  the  service,  says  a 
Gemstar  marketing  executive. 

There  appears  to  be  nothing  partic- 
ularly ingenious  about  Gemstar's 
showtime  formula.  But  Yuen  and 
Kwoh's  timing  was  nothing  less  than 


Gemstar's  Henry  Yuen  and  Daniel  Kwoh 
Deciphering  VCRs  with  ciphers. 


brilliant.  The  vcr  Plus+  probably 
couldn't  have  gotten  off  the  ground  if 
it  had  been  launched  a  few  years  from 
now,  because  vcrs  are  getting  user- 
friendlier  in  other  ways.  In  short, 
there  -was  only  a  brief  opportunity  to 
get  TV  watchers  hooked  on  these  pro- 
gram numbers,  and  Gemstar  seized  it. 

How  does  the  formula  work?  Yuen 
gets  very  cagey,  then  lets  on  that  it  has 
something  to  do  with  Huffman  cod- 
ing. We  turn  to  mit  Professor  Ronald 
Rivest,  an  authority  on  encryption, 
for  a  definition.  "Huffman  coding 
takes  the  Morse  code  to  its  mathemat- 
ical limits,"  he  says.  "It's  a  compres- 
sion technique  for  representing  com- 
plex information."  In  Morse  code, 
common  letters  like  E  are  represented 
by  short  signals,  rare  letters  by  long 
stretches  of  dits  and  dahs.  The  idea  is 
to  minimize  the  amount  of  tapping 
that  the  telegraph  operator  has  to  do. 

Morse  coded  26  letters  and  some 
punctuation.  Yuen  and  Kwoh  have  a 
larger  set  of  possibilities.  If  shows  start 
only  on  the  half  hour,  there  are  336 
possible  starting  times.  Then,  the  vcr 
has  to  be  told  when  to  shut  off;  a 
show's  length  might  run  from  1  to  6 
half  hours.  Now  you  have  to  allow  for 
at  least  100  channel  choices.  Further 
refinements  add  to  the  combinatorial 
complexity.  All  told,  Gemstar  proba- 
bly allows  for  tens  of  millions  of  possi- 
ble showtime  numbers. 

A  straightforward  matching  of 
numbers  to  times  and  channels  would 
have  two  disadvantages:  Users  might 
tire  of  typing  in  long  strings  of  digits, 
and  knockoff  artists  could  steal  away 
Gemstar's  business.  The  challenge, 
says  Yuen:  "Making  the  numbers 
short  but  not  obvious."  In  true  Morse 
code  form,  Gemstar  has  one-  to  four- 
digit  codes  for  prime-time  shows  on 
network  channels,  reserving  its  eight- 
digit  codes  for  off  brand  channels 
broadcasting  at  odd  hours.  The  sys- 
tem could  probably  be  cracked,  but  it 
hasn't  been  yet. 

Yuen  and  Kwoh  are  no  dummies; 
both  have  Ph.D.s  from  the  California 
Institute  of  Technology.  The  real 
brainwork,  however,  was  done  in  L95 1 
by  one  David  Huffman,  a  grad  student 
at  mit.  Ah,  but  Huffman,  now  a  pn  >ics 
sor  at  the  University  of  California  ai 
Santa  ( Jruz,  has  not  gotten  rich  from  it . 
Says  Huffman,  "I  only  got  some  noto 
riety  and  several  medals."  WM 
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Inaccurate  information,  incomplete  infor-  died  manually.  And  when  you  consider  matters  most:  the  children.  As  important  as 
motion,  information  that  doesn't  arrive  the  that  the  key  to  helping  children  is  to  make  it  is,  however,  it's  just  one  example  of  how 
moment  you  need  it  can  hurt.  Obviously,         informed  decisions  and  to  make  them  fast,         we  work  closely  with  customers  to  solve 

POOR    INFORMATION    CAN    HURT    SOMETHING 
MORE    SACRED    THAN    PROFITS. 


it  hurts  people  in  business.  But,  unfortu- 
nately, there  are  times  when  the  people 
that  it  hurts  are  children.  And  no  group  is 
working  harder  to  prevent  that  than  child 
protection  workers  throughout  the  country. 
But  look  at  what  they  face.  Caseworkers 
are  overloaded.  And  the  number  of  child 
abuse  cases  is  on  the  rise.  Compounding 
the  problem  is  the  mounting  burden  of 
legal  and  administrative  tasks.  And  the  fact 
that  paperwork  is  still  by  and  large  han- 


even  the  most  Herculean  effort  often  isn't  tough  problems.  Today  the  systems  and 

enough.  That  was  the  problem.  And  to  applications  Bull  has  developed  for  law 

Berrien  County,  Michigan,  it  was  under-  enforcement,  social  services  and  the  courts 

standably  the  toughest  problem  in  the  are  used  by  state  and  local  governments  in 

world.  In  a  joint  effort  with  caseworkers,  43  states.  Call  1-800-233-BULL,  ext. 

we  developed  the  Bull  Child  Protection  2300,  for  a  free  demonstration  of  the  Bull 

System.  Which  gives  caseworkers  instant  Child  Protection  System.  In  Canada  1-800- 

access  to  critical  information  so  decisions  268-4144.  It  isn't  one  of  the  biggest  sys- 


Information 


can  be  made  in  minutes.  And         Worldwide 
by  reducing  clerical  tasks,  it 
lets  workers  focus  on  what 


Systems 


Bull     A 


terns  we've  ever  developed. 
But  to  us  it  is  undoubtedly 
one  of  the  most  important. 


We  solve  the  toughest  problems  in  the  world. 


RANDOM  ACCES 
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Chips  in  time 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


When  I  first  met  Gordon  Campbell, 
in  1982,  he  was  on  the  road  touting  a 
new  kind  of  reprogrammable  memo- 
ry chip.  The  idea  was  clever;  they 
could  reprogram  themselves  after  the 
fact,  once  they  had  been  installed  in, 
say,  a  machine  on  an  assembly  line.  All 
the  economies  of  scale  of  a  mass- 
produced  chip  with  all  of  the  power  of 
a  custom-engineered  one.  Camp- 
bell's tiny  startup,  Seeq,  had  the  idea 
and  the  product;  his  ally,  Texas  In- 
struments, had  the  marketing  and 
distribution  muscle. 

Seeq  was  to  go  public  and  become 
one  of  the  hot  stocks  of  1983,  raising 
S19  million  in  an  ipo.  But  Seeq  grew 
too  quickly,  moved  into  fancy  leased 
headquarters  and  built  its  own  pro- 
duction facility  at  the  top  of  the  mar- 
ket. Seeq's  investors  and  original 
backers,  who  owned  more  than  half 
the  company,  grew  increasingly  un- 
easy at  the  company's  free -spending 
ways:  It  was  acting  in  the  image  of 
Advanced  Micro  Devices,  the  feisty 
competitor  that  even  now  is  still  an- 
noying industry  leader  Intel — but 
Seeq  didn't  have  AMD's  staying  power 
or  size.  Seeq  had  its  biggest  \ear,  S43 
million  in  sales,  in  1984 — the  year 
Campbell  resigned  under  pressure. 

Like  AMD  and  indeed  like  almost 
everyone  in  the  semiconductor  busi- 
ness, Campbell  had  an  unresolved 
relationship  with  Intel.  An  engineer, 
he  had  worked  there  for  five  years 
from  1976  to  1981,  and  angered  Intel 
by  leaving.  Venture-funded  itself 
long  ago,  Intel  now  seems  to  consider 
venture  capitalists  leeches  who  suck 


good  people  from  good  companies 
and  give  them  funds  to  start  competi- 
tive efforts. 

Bv  this  time  Campbell  also  had  few 
friends  in  the  venture  capital  commu- 
nity. Yes,  he  had  made  some  mistakes 
at  Seeq,  and  he  was  the  victim  of  over- 
optimism  and  poor  timing — the  last 
heavy-duty  semiconductor  manufac- 
turing startup  when  the  world  was 
moving  to  design  boutiques  that  con- 
tracted out  the  manufacturing  work  to 
"foundries."  The  venture  capitalists 
had  funded  Campbell's  education, 
but  they  weren't  willing  to  benefit 
from  it  as  he  started  his  second  compa- 
ny, Chips  &  Technologies. 

And  the  feeling  was  mutual.  After 
leaving  Seeq,  he  eschewed  the  ven- 
ture capital  community  and  funded 
his  next  idea  so  as  to  retain  control. 
He  started  Chips  with  only  S3  mil- 
lion, mostly  from  his  own  pockets  and 
those  of  some  cofounders. 

The  idea  behind  Chips  was  integra- 
tion of  chip  sets  for  personal  comput- 
ers; instead  of  a  board  with  hundreds 
of  chips  to  fit  inside  a  personal  com- 
puter, you  could  make  one  with  only 
three  or  four.  Companies  like  Intel 
sneered.  The  multitude  of  chips  on  a 
board  allows  for  faster  redesign;  you 
can  assemble  a  different  variety  of 
components  instead  of  starting  with  a 
new  chip  each  time  you  want  to  tweak 
something  here  or  there. 

Campbell,  of  course,  had  that  one 
figured:  He  would  use  the  new  auto- 
matic design  tools  scorned  by  the  real 
men  of  the  semiconductor  business  to 
design  new  systems  quickly.  Yes,  an 
experienced  "real-man"  engineer 
could  produce  a  more  elegant  design 
in  a  year  or  two,  but  Campbell's 
design  tools  could  turn  out  new  de- 
signs in  months — and-a  wafer  foundry 
could  be  making  them  in  a  week  or  so. 

Well,  the  old  guard  laughed,  but 
Chips  &  Technologies  caught  on, 
reaching  $293  million  in  sales  (and  a 
10%  net  profit  margin)  for  the  fiscal 
year  ended  last  June.  The  nine 
months  ended  last  March,  however, 
weren't  so  great,  with  sales  falling  to 
$176  million  and  a  small  loss. 


Campbell's  largest  market  is  the 
clonemakers — computing's  upstarts. 
Using  Chips'  chip  sets  for  ancillary 
electronic  functions  in  combination 
with  a  core  microprocessor  from  In- 
tel, a  doner  can  keep  up  (more  or  less) 
with  the  likes  of  IBM  and  Compaq. 
Now  Chips  is  offering  something  it 
calls  Leap — a  sort  of  laptop-on-a- 
board,  for  the  laptop  vendors.  By 
farming  out  the  foundry  work  to  a 
bevy  of  competing  manufacturers, 
Chips  can  keep  costs  low  and  concen- 
trate investment  on  r&d,  not  manu- 
facturing facilities  (where  the  well- 
funded  Japanese  and  Intel  have  the 
edge  anyway). 

Campbell's  next  move,  according 
to  reports,  will  be  to  take  on  Intel 
directly,  replacing  the  Intel  micro- 
processor chips  instead  of  surround- 
ing them.  Chips  &  Technologies 
would,  that  is,  follow  AMD's  lead  in 
reverse-engineering  the  Intel  386, 
quite  possibly  making  it  a  lot  faster  in 
the  process.  The  development  costs  in 
this  and  other  projects  are  part  of  what 
killed  earnings  recently. 

Campbell's  not  fixated  on  a  partic- 
ular idea;  he's  fixated  on  the  next 
idea — the  one  scoffed  at  by  everyone 
because  if  it  made  sense  someone 
would  already  be  doing  it.  His  cus- 
tomers tend  not  to  be  the  establish- 
ment (although  they  have  included 
Hewlett-Packard  and  Compaq  on  oc- 
casion), and  his  markets  look  like 
niches — at  least  at  first. 

The  last  time  I  saw  Campbell  was  in 
Minsk,  Byelorussia,  where  Chips  is  a 
partner  in  a  joint  venture  with  the 
local  airport  authority  to  assemble  PCs 
from  Chips  components  for  local  sale 
and  use.  Crazy,  huh?  None  of  the  big 
computer  vendors,  the  ones  with 
funds  to  invest  and  high-level  con- 
tacts in  Moscow,  are  doing  this.  The 
return  on  investment  doesn't  seem  to 
be  there — not  when  you  account  for 
the  risks — and  the  people  in  Mosc<  >\\ 
move  slowly. 

But  Campbell  is  comfortable  work- 
ing out  of  the  mainstream,  making 
what  look  like  flank  attacks.  C  ampbell 
doesn't  want  to  get  into  the  PC  busi- 
ness, but  he  sees  a  huge  Soviet  market 
for  his  chips  down  the  road.  "Jusi 
because  the  Soviets  are  last  doesn't 
mean  they  should  get  last  year's  tech 
nology,"  he  says.  "They  might  as  well 
start  out  with  the  best."  ■ 
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Take  away  his  writing,  his 

philosophy,  and  his  music  and  he 

was  just  another  country  doctor. 

In  his  case,  a  whole  country. 


A  dd  up  the  parts  of  Albeit 
1  V.  Schweitzer's  life  and  you'd  think 
you  were  talking  about  an  army  of 
men.  As  a  Protestant  theologian,  he 
saw  medicine  as  one  way  to  revere 
life.  So  he  studied  medicine    {dp'Sj? 
and  went  to  work  in 
French  Equatorial  Africa.        ,  J, 

As  a  classically  trained 
organist  renowned  for  his 
interpretations  of  J.S.  Bach,  he  raised 
money  for  his  hospital  by  giving 
concerts.  As  a  philosopher  and  writer, 
he  was  renowned  for  his 
prodigious  work,  The 
Philosophy 


of  Civilization,  and  used  the  royalties 
to  purchase  medical  supplies. 

And  in  1952,  after  winning  the 
Nobel  Peace  Prize,  he  took  the 
award  money  and  built  a  village  for 
k^'^ leprosy  patients. 

If  you  understand  how  that 
combination  of  truly 
remarkable  talents 
joined  to  serve  one  greater 
purpose,  you'll  understand 
the  vision  of  BellSouth. 
Individually,  the 
companies  of  BellSouth 
are  counted  among 

the  best  in  their  field. 
When  brought 
together  to  help 


you,  they  can  provide 
technologically 
advanced  solutions 
to  a  surprising  variety  of 
telecommunications  and 
information  problems  in 
retailing,  manufacturing,  banking, 
government,  health  care  and  others. 


HERE'S  HOW  BELLSOUTH  INTEGRATED 
MANY  TALENTS  TO  HELP  RETAILERS. 

Designed  systems  to  utilize  network  intelligence  to 
more  effectively  manage  incoming  customer  calls  and 
agent  utilization. 

Accepted  order  to  place  several  thousand  telephone 
systems  in  various  locations  throughout  the  United  States. 

Implemented  an  asset  management  tracking  system 
to  log  maintenance  on  data  terminals  at  all  locations. 

Supplied  mobile  phone  service  tojieid  technicians  to 
reduce  backhaul. 


Senior  industry  executives  have 
named  BellSouth  the  most  admired 
telecommunications  company  in 
America  for  the  past  three  years  in  an 
annual  fortune  magazine  survey. 

Which  means  if 
you're  looking  at 
your  own  business 
or  personal 
communications 
needs,  the  companies  of  BellSouth 
may  be  just  the  partner  you're  looking 
for.  After  all,  when  you  can  surround 
a  problem  with  remarkable  talent, 
successful  solutions  can't  be  far  away. 


BELLSOUTH 


Telecommunications      Information  Services     Mobile  Communications     Advertising  Services  Everything  you  expect from  a  leader^ 


SCIENCE  &  TECHNOLOGY 


EDITED  DY  DADY  SLUTSKER 


Burlington  Resources'  Donald  Clayton  figured  out 
how  to  profit  from  the  decline  in  U.S.  petroleum 
production.  Can  he  do  it  again? 

Blood  from 


turnips 


By  Toni  Mack 

What  with  U.S.  oil  production 
shriveling,  the  pressure  is  on  to 
squeeze  more  oil  and  gas  from  do- 
mestic formations.  This  is  where 
Houston-based  Meridian  Oil  Hold- 
ing Inc.,  a  division  of  Burlington  Re- 
sources Inc.,  really  shines.  Meridian 
was  the  major  force  pushing  Burling- 


Gas 
pump 


Lots  of  natural  gas  is  trapped  in 
nonporous  rock  formations.  One  way 
to  get  this  "tight  sands"  gas  is  by 
hydraulic  fracturing.  A  gel  of  water, 
sand  and  chemicals  is  pumped  at  high 
pressure  down  the  well  bore  and  into 
the  formation  (a),  fracturing  the  rock. 
The  water  and  chemicals  drain  away, 
leaving  the  sand  to  prop  the  cracks 
open  (b).  Gas  then  flows  through  the 
sand  into  the  well  (c). 


ton's  earnings  up  by  40%  last  year,  to 
$208  million  on  revenues  of  $1.9 
billion. 

Today,  on  average,  oilmen  extract 
only  about  33%  of  the  oil  that  reser- 
voirs hold.  Meridian's  chief  executive, 
Donald  Clayton,  expects  new  extrac- 
tion methods  to  increase  that  ratio  to 
as  much  as  50%  in  major  reservoirs  by 
the  end  of  this  decade,  adding  billions 
of  barrels  to  U.S.  reserves. 

Clayton  doesn't  invent  new  drilling 
techniques,  but  his  is  one  of  the  first 
oil  and  gas  companies  to  jump  on  a 
new  idea  once  it  becomes  available.  In 
1986  he  started  applying  a  technique 
called  horizontal  drilling  to  free  oil 
trapped  in  difficult- to- reach  vertical 
fractures  (Forbks,  May  15,  1989). 
Since  then,  Meridian  has  added  12 
million  barrels  to  reserves  in  the  vast 
Bakken  formation  in  Montana  and 
North  Dakota  and  expects  to  add  48 
million  more.  Total  value  of  the  new 
reserves:  roughly  $340  million.  Clay- 
ton expects  natural  gas  recovery  to 
rise  as  well. 

Donald  Clayton  knows  the  oil  and 
gas  business  inside  and  out.  Now  54, 
he  began  toiling  summers  as  a  Louisi 
ana  oilfield  roustabout  at  age  15,  and 
worked  his  way  through  Louisiana 
State  University's  petroleum  engi- 
neering school.  He  joined  Superior 
Oil  and,  shortly  after  that  company's 
acquisition  by  Mobil,  left  for  Merid- 
ian in  1985. 

Since  his  arrival,  Clayton  has  boost 
ed  Meridian's  natural -gas-equivalent 
energy  reserves  from  3.6  trillion  cubic- 
feet  to  5.4  trillion  cubic  feet.  He  has 
achieved  this  not  by  taking  huge  ex- 
ploration risks  and  getting  lucky,  but 
by  applying  new  and  sometimes  exist 


ing  exploration  and  production  tech- 
niques to  reserves  other  oilmen  have 
thought  to  be  unprofitable. 

For  decades,  for  example,  oilmen 
knew  about  the  traces  of  natural  gas 
found  in  coal  seams  in  the  San  Juan 
Basin  of  New  Mexico  and  Colorado. 
But  they  hadn't  mastered  techniques 
to  coax  large  quantities  of  gas  from 
the  coal.  In  1985  Clayton  sent  his 
team  in  to  try.  Experimenting  until 
they  found  the  best  method  for  pre- 
paring their  coal  seam  wells  for  pro- 
duction, by  March  1988  the  Meridian 
team  was  producing  44  million  cubic 
feet  of  gas  a  day  from  20  wells.  Today, 
thanks  in  part  to  Meridian's  work, 
coal  seam  gas  is  a  significant  new  U.S. 
energy  source,  as  well  as  a  nice  source 
of  profits  for  Meridian's  parent,  Bui 
lington  Resources. 

Now  Clayton's  technicians  are  fo 
CUSing  on  a  new  challenge:  extracting 
so-called    "tight    sands"    gas.    The 
Western  U.S.  alone  is  believed  to  hold 
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Meridian  Oil's  Donald  Clayton  at  New  Mexico 

coal  seam  gas  well  being  flared 

Exploiting  energy  reserves  other  oilmen  thought  were  unprofitable. 


5  quadrillion  (a  quadrillion  is  a  thou- 
sand trillion)  cubic  feet  of  tight  sands 
gas — that's  a  volume  that  is  30  times 
as  large  as  all  proven  U.S.  gas  reserves. 
But  only  1%  to  2%  of  that  tight  sands 
gas  is  presently  recoverable.  That's 
because  >it's  trapped  inside  rock  so 
dense  that  the  gas  doesn't  flow  to  a 
well  bore  easily.  Tight  sands  gas  ac- 
counts for  just  10%  of  U.S.  natural  gas 
production. 

In  West  Texas'  Sonora  field,  Clay- 
ton is  using  an  improved  version  of  a 
production  method  called  hydraulic 
fracturing.to  free  up  and  capture  tight 
sands  gas.  This  is  no  easy  task.  Imag- 
ine trying  to  make  ink  flow  through  a 
piece  of  granite.  Now  imagine  the 
ease  with  which  ink  oozes  through  a 
paper  napkin.  In  essence,  the  hydrau- 
lic   fracturing   technique    turns    the 


nonporous  granite  into  a  porous  nap- 
kin, with  the  result  that  the  natural  gas 
trapped  inside  the  rock  can,  like  the 
ink,  flow  more  easily. 

Meridian's  production  teams 
pump  a  gel  of  water,  sand  and  chemi- 
cals into  rock  crevices  far  under- 
ground. The  pressure  fractures  the 
rock  formation.  The  water  and  chem- 
icals drain  away  but  the  sand  remains 
lodged  inside  the  structure,  propping 
open  the  cracks.  The  trapped  gas  can 
then  flow  through  the  cracks  and  into 
a  perforated  well  pipe  where  it  is 
collected  (see  diagram,  p.  338). 

Hydraulic  fracturing  isn't  new,  but 
Clayton  was  the  first  to  extensively  use 
a  new  chemical  that  makes  the  fluids 
drain  better,  leaving  a  clearer  path  for 
the  gas  to  flow.  Meridian  is  now 
producing  70  million  cubic  feet  of 


tight  sands  gas  a  day  using  this  meth- 
od. Soon  Clayton  plans  to  try  the 
technique  in  wells  drilled  at  an  angle; 
this  will  expose  larger  sections  of  frac- 
tured gas-bearing  rock  formations  to 
the  wells. 

None  of  this  new  technology  is 
cheap.  Meridian's  improved  method 
of  fracturing  tight  sands  rock  adds 
one-third  to  the  cost  of  the  well.  But  it 
more  than  doubles  production,  and 
adds  extra  reserves  at  a  low  incremen- 
tal cost. 

While  Meridian  Oil  is  doing  good 
for  the  country's  energy  indepen- 
dence picture,  its  parent  company, 
Burlington  Resources,  has  not  consis- 
tenriy  done  all  that  well  by  its  share- 
holders. Burlington  Resources  was 
spun  off  from  Burlington  Northern 
Inc.  (owner  of  the  railroad)  in  1988  at 
$32.38  a  share.  Crafty  Hugh  Liedtke 
quickly  accumulated  8%  of  Burling- 
ton's 150  million  new  shares  for 
Pennzoil  Co.,  and  then  sold  them  five 
months  later  for  a  20%  net  gain.  The 
stock  then  sank  but  struggled  to  $50 
last  September.  But  as  natural  gas 
prices  weakened,  it  fell  again.  Recent 
price:  $38. 

This  year  depressed  gas  prices  are 
likely  to  cut  earnings  from  $1.46  a 
share  to  around  $1.20;  as  a  function 
of  earnings,  the  stock  would  seem 
overvalued.  But  Paul  Leibman,  an 
analyst  with  Denver's  energy  special- 
ists Petrie  Parkman  &  Co.,  has  stud- 
ied Burlington  Resources  carefully. 
He  concludes  that  after  subtracting  its 
hefty  long-term  debt  of  $1.4  billion 
and  taking  account  of  unproven  re- 
serves that  have  not  yet  been  added  to 
the  books,  the  company  is  worth  over 
$8  billion,  or  around  $60  a  share.  This 
explains  why  Burlington  trades  at  ten 
times  estimated  1991  cash  flow,  ver- 
sus seven  times  for  its  peers.  However, 
it  will  take  time  for  Meridian's  new 
reserves  to  translate  into  additional 
cash  flow. 

In  the  meantime,  Donald  Clayton 
makes  it  clear  that  there  are  other, 
nonfinancial  rewards  to  the  job  he's 
been  doing  at  the  helm  of  Meridian. 
"A  few  years  ago,"  he  drawls,  "Ah'd 
go  to  the  [Houston]  Petroleum  Club, 
and  they'd  say,  'So-and-so's  from  Ex- 
xon, he's  from  Shell,  he's  from  Mara- 
thon— now  where  are  you  from  again, 
Clayton?'  Now  they  know  who  Me- 
ridian Oil  is."  vm 
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Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


One  shaft  opens  the  intake  valves,  the 
other  the  exhausts.  Twin  overhead 
cam  engines  are  common  in  motorcy- 
cles, expensive  European  road  cars 
and  race  cars.  But  only  since  the  ad- 
vent of  numerically  controlled  ma- 
chine tools  have  twin  cam  engines 
begun  to  turn  up  in  high-volume 
mass-production  automobiles. 

In  most  U.S.  cars  the  valves  are 
controlled  rather  remotely,  through  a 
linkage  of  pushrods  and  rocker  arms, 
from  a  single  cam  mounted  deep  in 
the  engine  block.  The  system  is  easily 

mass-produced.    Many   of  the    new 

twin  cam,  multiple  valve  engines  are 
Sometimes  technological  superiority      coming  from  Nissan,  Honda,  Mitsu- 
means  knowing  when  to  look  back-      bishi  and  other  Japanese  companies, 
ward.  It  turns  out  that  the  latest  tech-  To  compete,  Ford  has  consulted 

nology  in  automobile  engine  valves  with  Yamaha  in  developing  a  twin 
owes  much  to  the  American  racing  overhead  cam,  multiple  valve  engine 
cars  of  the  1920s  and  to  the  uniquely  for  its  Taurus  SHO.  Chrysler  has 
fast  tracks  they  raced  on.  looked  to  Mitsubishi  and  to  Britain's 

An  engine  valve  opens  to  let  a  Lotus.  General  Motors  has  been  de- 
charge  of  air  and  fuel  into  a  cylinder,  signing  its  own.  The  irony  here  is  that 
and  then  closes  to  seal  it,  while  the  this  technology  isn't  new — it  is  almost 
charge  is  exploded.  After  combus-  as  old  as  the  automobile.  Overhead 
tion,  another  valve  opens  to  expel  cam,  multiple  valve  engines  were  first 
exhaust  gases.  How  a  manufacturer  perfected  in  the  uniquely  American 
arranges  these  valves  has  a  lot  to  do  racing  cars  of  the  1920s. 
with  whether  its  cars  will  please  cus-  Around    1910,    while    Europeans 

tomers.  Mileage,  power  output,  and  were  trying  their  luck  at  road  racing, 
chemical  efficiency  all  depend  on  the  American  states  systematically 
valve  design.  outlawed  racing  on  public  roads.  To 

Japanese  and  American  car  compa-  race  their  cars,  American  enthusiasts 
nies  have  recendy  doubled  the  num-  and  promoters  built  speedways  out  of 
ber  of  valves  per  cylinder,  providing  lumber — paving  them  with  2-by-4s 
two  inlet  and  two  exhaust  valves,  rath-  laid  in  overlapping  patterns  like  brick- 
er  than  just  one  of  each.  The  extra  set  work.  These  wooden  speedways  were 
of  valves  helps  the  new  engines  finished  as  smoothly  as  ballroom 
breathe  better.  They  produce  more  floors,  and  the  mathematically  exact 
power  for  a  given  engine  size.  Because  banked  curves  were  suitable  for  the 
the  engines  are  more  effi- 
cient, they  put  to  work 
more  of  the  chemical  ener- 
gy in  each  gallon  of  gas. 
Multiple  valve  technology 
translates  into  a  higher 
mileage,  peppier  car. 

To  keep  the  multiple 
valve  system  mechanically 
simple  and  light,  two  cam- 
shafts are  mounted  direcdy 
over  the  valves'  stems  on 
top  of  the  cylinder  head. 


Racing  at  Sheepshead  Bay,  1915 
What's  an  "American"  engine? 


highest  sustained  speeds  anyone  had 
ever  seen. 

In  1915  in  Chicago,  an  inaugural 
race  on  one  of  the  new  board  tracks 
produced  a  winning  speed  of  98mph. 
In  1927  Frank  Lockhart  set  a  closed- 
course  speed  record  of  147mph  on  a 
c  board  track  at  Atiantic  City.  Suddenly 
America,  where  there  were  no  roads 
available  for  road  racing,  had  the  fast- 
est racetracks  in  the  world,  and  the 
fastest  cars  as  well. 

Racing  engines  that  could  touch 
the  speed  potential  of  the  board 
tracks,  without  disintegrating,  did 
not  exist  in  the  U.S.  in  1913.  The 
basic  design  for  the  American  racing 
engines  was  formulated  by  a  team  of 
midwesterners  who  dissected  and 
copied  the  sophisticated  engine  of  a 
French  Peugeot  racer  which  had  won 
at  Indianapolis  in  1913.  The  French 
engine  ( itself  allegedly  copied  from  a 
1911  Spanish  Hispano-Suiza)  fea- 
tured twin  overhead  cams  and  multi- 
ple valves. 

From  this  advanced  point  of  depar- 
ture, the  technology  of  American 
twin  cam  racing  engines  surged  past 
that  of  the  Europeans — primarily  be- 
cause of  die  competitive  pressure  and 
booming  business  at  the  wooden 
tracks.  In  the  U.S.  in  the  1910s  and 
1920s  there  emerged  a  pantheon  of 
brilliant  American  racing  engine  de- 
signers and  builders  with  names  like 
Harry  Miller,  the  Duesenberg  broth- 
ers, Louis  Chevrolet,  Leo  Goosen  and 
Fred  Offenhauser. 

The  wooden  speedways  wore  out  or 
burned  down  or  failed  in  the  Depres- 
sion. The  national  stereotype  of  an 
"American"  engine  eventually  shifted 
from  the  sophisticated,  high-revving 
twin  cam  racers  to  basic,  familiar, 
mass-producible  V-8s.  But  a  quarter 
century  passed  before  anyone,  any 
where,  could  challenge  the  closed 
course  speed  records  set  by 
American  twin  cam  racers 
on  board  tracks  in  the  late 
1920s.  Twin  overhead  cam, 
multiple  valve  technology 
will  be  swiftly  repatriated  to 
American  engines  over  the 
next  two  or  three  years.  We 
should  be  able  to  add  quite  a 

bit  to  this  "new"  technol- 
ogy in  the  process,  far  it  is  a 
very  old  friend  of  ours  m 
deed.  ■■ 
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Everyone  agrees  we'll  soon  be  needing  more  electricity.  But  there's  little  agreement  on  how  to  get  it. 
Especially  with  the  environment  at  stake.  £*^  Hydropower  is  limited  by  geography.  Nuclear 
energy's  problems  continue  to  be  debated.  And  the  sun,  the  wind,  the  tides — they're  all  attractive, 
but  none  is  economically  practical  on  a  broad  scale  yet.  £*^  So,  for  at  least  the  near  future,  we  're 
going  to  have  to  rely,  for  the  most  part,  on  fossil  fuels.  £*-<  But  all  fossil  fuels  are  not  created 
equal.  One  'is  clearly  best  for  the  environment.  And  that's  natural  gas.  &*-  Natural  gas 
produces  less  carbon  dioxide  emissions,  it  produces  no  sulfur  dioxide,  and  it  creates 
no  particulates — the  visible  smoke  you  see.  All  of  these  are  serious  air  pol- 
lutants. £*>  Further,  because  new  high-efficiency,  gas- 
powered  generatingplants  are  relatively  simple 
to  build,  gas  is  abo  one  of  the  quickest  and 
cheapest  ways  for  producers  of  electricity  to  increase 
their  output.  £*>>  In  short,  if  natural  gas  didn't  exist, 
we'd  have  to  invent  it.  As  it  is,  nature  has  given  us 
vast  resources  of  natural  gas 
right  here  in  North  America.  It 
just  seems  natural  to  use  them. 


©  1991  American  Gas  Association 
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Making  a  substantial  comeback,  the 
new  big  cars  are  every  bit  as 
comfortable  as  the  behemoths  of  old 
but  a  lot  more  stingy  on  gas  use. 
Now  is  a  great  time  to  shop. 

Big  is 
beautiful 


By  Jerry  Flint 


Chevrolet  Caprice 

Already  a  big  seller  to  rental,  taxi  and 
police  fleets.  Love-it-or-hate-it 
styling.  Delivers  for  $20,000  loaded. 


Lexus  SC  400,  on  sale  in  June 
The  $38,000  V-8  coupe  was  designed 
right  here  in  the  U.S.A.  Top  speed:  150 
mph;  top  sound:  a  280-watt 
maximum-power  Nakamichi  stereo. 


Buick  Roadmaster,  5.7  liters,  4,000  pounds  and  rear-wheel  drive 

Tows  5,000  pounds,  too.  This  is  the  way  they  used  to  build  them,  even 

the  old  Roadmaster  name.  Everything  but  the  portholes.  On  sale  now. 
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Mitsubishi  Diamante 

Newest  of  the  $25,000  to  $30,000 

luxury  cars.  The  loaded  model 

is  stuffed  with  electronics 

to  smooth  shifting,  suspension, 

wheel  spin  and  cornering. 


Big  cars  are  back,  really  back.  And 
with  business  as  bad  as  it  is  (the  big 
three  just  reported  their  worst  quar- 
terly earnings  ever)  even  the  best  of 
the  big  may  sell  at  bargain  prices. 

But  don't  call  them  all  gas  guzzlers. 
Many  can  get  25  miles  a  gallon  on  the 
highway  and  are  as  fuel  stingy  as  the 
small  cars  of  a  decade  or  two  ago. 

Fuel  economy,  to  be  sure,  isn't 
what  makes  these  cars  so  desirable. 
Rather,  it's  the  feel  of  confidence,  the 
purr  of  the  big  V-8  (and  sometimes  V- 
12  or  big  V-6)  engine,  and,  as  the 
New  York  Times  put  it,  "a  delightful 
change  from  today's  horde  of  scream- 
ing four- bangers." 

Pictured  on  these  pages  are  some 
new  entries  in  the  big-car  derby.  Cad- 
illac's 1992  Seville,  which  will  go  on 
sale  this  fall,  is  the  most  talked  about 
of  the  new  breed,  the  first  serious 
American  challenge  to  the  Germans 
in  the  luxury  class.  But  the  folks  at 
Mercedes  have  a  new  luxury  line  com- 
ing to  the  U.S.  late  this  year — the  S- 
Class,  already  sold  out  in  Germany. 
The  1992  Mercury  Grand  Marquis, 
its  sister  Ford  Grown  Victoria,  on  sale 
now,  and  the  Lexus  V-8  Coupe,  on 
sale  in  June,  arc  also  impressing  the 
car  critics. 

Recession,  currency  shifts,  luxury 
taxes  and  new  entries  create  havoc  in 
the  luxury  market.  Result:  price  cuts 
of  all  types,  from  subsidized  leases  to 
heavy  discounting  on  the  dealer  Moor. 
Good  hunting.  ■ 
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Cadillac  Seville,  coming  in  fall,  the  most  talked  about  of  the  1992s 

Cadillac's  latest  luxury-class  challenger.  Sharp  looks,  European-style  road  handling,  26mpg  highway; 

priced  at  $35,000  to  $40,000. 


Bentley  Continental  R  coupe 
Coming  next  spring,  this  fast- 
stepping  sister  of  the  stately  Rolls 
hits  145mph  before  an  electronic 
cutoff  kicks  in.  Put  $30,000  down 
in  advance  for  this  quarter-million- 
dollar  baby. 


Infiniti  Q45 

The  powertrain  warranty  on  Nissan's 
most  luxurious  car  runs  six  years/70,000 
miles.  Cost:  $40,000. 


BMW  850i,  the  V-12  coupe 
BMW's  most  expensive  model,  with  a 
sticker  price  of  $77,700  U.S.  Runs  0-60  in 
6.1  seconds  and  tops  out  at  155  mph. 


Mercedes  S-Class  600SEL,  sports  a  V-12, 400hp  engine 

Stuttgart's  $120,000  answer  to  BMW,  Lexus  and  everybody  else.  Slated  to  go 

on  sale  here  by  year-end.  Sold  out  in  Germany  through  1992. 


Mercury  Grand  Marquis,  4.6-liter  overhead  cam  V-8,  is  selling  well 

The  loaded  model  delivers  for  around  $21,000  with  antilock  brakes, 

traction  control  and  a  huge  20.6  cubic  feet  of  trunk. 
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Vintage  wooden  powerboats  are  less  expensive  than 
classic  cars  and  can  be  a  lot  more  fun.  They're  becoming 
so  popular  that  replicas  have  begun  to  hit  the  waves. 


Boats  fit 
for  a  pool 


By  Katherine  Weisman 

The  passion  for  vintage  wooden 
powerboats  has  gripped  no  one  more 
than  Jim  Lewis,  who  always  has  one  of 
his  nine  classic  boats  floating  in  the 
swimming  pool  at  his  home  in  Vero 
Beach,  Fla. 

"It's  better  to  keep  them  in  the 
water,"  he  says  lovingly,  "and  out  of 
the  sun." 

Lewis,  who  sold  his  family's  special- 


ty paper  business  to  Boise  Cascade  in 
1976  and  retired  to  Florida,  began  his 
love  affair  with  boats  as  a  young  boy 
growing  up  in  the  Thousand  Islands 
area  of  the  St.  Lawrence  River.  His 
family  had  several  Hutchinson  boats. 
Lewis'  current  collection  includes 
boats  made  by  Fay  &  Bowen,  Hacker 
and  Herreshoff. 

Alan  Furth  is  another  avid  wooden 


boat  collector.  "The  interest  started 
when  I  was  a  child  going  to  Lake 
Tahoe,"  he  recalls.  "My  family  didn't 
have  a  boat,  but  some  of  our  friends 
did.  I  didn't  like  that." 

Today  Furth,  who  retired  as  vice 
chairman  of  Santa  Fe  Southern  Pacific 
tCorp.  in  1987,  has  more  than  reme- 
died that  childhood  deprivation.  He 
started  collecting  boats  in  the  late 
1950s  and  currendy  owns  60,  half  of 
which  he  keeps  near  Lake  Tahoe. 

"This  is  a  hobby  that  got  out  of 
hand,"  chuckles  George  Johnson, 
who  has  spent  a  lifetime  messing 
about  in  boats — renting,  buying,  fix- 
ing and  selling  them.  When  he  retired 
from  running  a  private  airport  in 
Westfield,  Mass.  and  moved  to  Lake 
Winnipesaukee,  N.H.,  Johnson  start- 
ed to  buy  and  refinish  old  boats  that 
the  "richest  people  had  let  go."  The 
hobby  developed  into  a  second  busi- 
ness. Today  Johnson,  known  as  "Mr. 
Chris- Craft,"  is  one  of  the  most  re- 
spected antique  boat  dealers  and  re- 
storers in  the  country. 


Jim  Lewis  rotates  his  nine  classic  boats  in  his  Vero  Beach,  Fla.  swimming  pool 

This  35-foot  teak  Herreshoff  was  built  in  1939  as  a  tender  for  J.P.  Morgan's  yacht  Corsair  IV. 
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Tbm  Ditty 
found  a  way 
to  make  your 
lUrtleneck 
last  longer: 
subtract  the  seam. 


A  turtleneck  is  an  ungainly  garment.  You 
sort  of  have  to  wriggle  into  it.  And  all 
that  wriggling  takes  its  toll. 

Especially  on  the  neck.  It  often  rips 
at  the  seam.  Or  comes  away  from  the 
rest  of  the  shirt. 

This  bothered  Tom  Ditty.  He  wanted 
to  offer  our  customers  a  turtleneck  that 
would  stay  together. 

So,  the  Lands'  End  Turtle  became 

the  Lands'  End  Seamless  Neck  Turtle.  A 

true  wonder  of  nature.  Tom  ticks  off  its 

advantages:  "There's  no  seam  to  tear 

out,  first  of  all.  No  bulk  or  lump 

against  your  neck.  More  resiliency 

from     the     circular     knit -no 

drooping  or  falling  down.  Even  looks 

neater,  without  all  that  stitching." 

Only  a  few  other  companies  offer  a 
seamless  neck  turtle,  despite  its  obvious 
superiority.  Tom  explains  why:  "It's  an 
expensive  process.  You've  got  to  do  it  on 
circular  knitting  machines,  which  most 
manufacturers  don't  have,  and  aren't 
willing  to  invest  in.  And,  there  are  a  lot 
more  problems  in  the  dyeing,  getting 
the  color  of  the  neck  to  match  the  rest 
of  the  turtleneck." 

No  wonder  then  that  those  other 
seamless  neck  turtles  are  $20  and  up. 
The  Lands'  End  Turtle,  on  the  other 


hand,  is  only  $15.  (Okay,  okay:  $18  for 
Tails,  $19  for  Tall  XXL's.)  How  does  Tom 
explain  this  seemingly  miraculous  price? 

In  a  word:  "Volume.  I  don't  know  of 
anybody  who  sells  more  turtlenecks  than 
Lands'  End.  We  also  produce  a  lot  of  our 
turtles  in  the  off-season,  when  it's  slower 
for  the  knitters,  and  more  cost-efficient 
for  us." 

Tom  points  out  another  advantage  of 
the  Lands'  End  Turtle:  it's  a  good  10% 
heftier  than  its  competitors. 

"Most  people  out  there  use  the  same 
fabric  for  their  turtlenecks  that  they  do 
for  their  summer  polo  shirts.  We  go  with  a 
heftier  fabric,  because  a  turtleneck  is 
more  of  a  cold  weather  garment." 

We  try  to  be  thoughtful  about  our 
products.  Whether  it's  a  canvas  attache, 
or  a  knit  dress,  or  one  of  our  Seamless 
Neck  Turtles.  Rare  creatures  indeed,  in 
the  outside  world,  but  always  alive  and 
well  within  the  pages  of  our  catalog, 
yours  free  when  you  write  or  call 
1-800-356-4444,  anytime  night  or  day. 

1991,  Lands'  End,  Inc. 
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Old,  but  as  seaworthy  as  ever 
Alan  Furth  in  19-foot  Santana  II  (top); 
rare  Sea-Lyon  triple  cockpit  (right); 
1928  pilot  launch  Jerry  Daily  (below). 
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As  collectibles,  vintage  wooden 
boats  have  several  unusual  things  go- 
ing for  them.  While  not  easy  to  find, 
they  aren't  as  ridiculously  expensive  as 
old  cars,  say,  have  become.  Even  the 
rarest  of  boats,  such  as  Lewis'  35-foot, 
all-teak,  1939  Herreshoff  originally 
designed  as  the  tender  for  J. P.  Mor- 
gan's yacht  Corsair  IV,  would  now 
cost  about  $100,000.  Compare  that 
with  the  price  of  a  1960  Ferrari  196S 
Dino,  one  of  which  sold  at  auction  in 
1990  for  $4.4  million. 

But  prices  have  been  rising,  as  the 
demand  for  vintage  boats  increases. 

"In  the  1970s  a  26-foot  Chris- 
Craft  Triple  Cockpit  from  the  Twen- 
ties or  Thirties,  in  poor  condition, 
could  be  bought  for  about  $  1 ,000,  or 
in  good  shape  for  around  $4,000," 
says  Johnson.  "Today  you  can't  find 
Triple  Cockpits.  But  if  you  could  find 
a  restorable  one,  you'd  probably  have 
to  pay  between  $8,000  and 
$15,000."  And  to  fully  restore  a  Tri- 
ple Cockpit  could  run  anywhere  from 
$50,000  to  $80,000. 

Nor  does  a  vintage  wooden  boat 
require  the  pampering  an  antique  car 
does.  Lewis,  for  example,  does  more 
than  display  his  boats  in  his  pool.  "We 
use  the  boats  all  summer  long,"  he 
says.  And  he  doesn't  fret  about  strain 
ing  old  engines.  "If  we  need  a  new 
engine,  we  put  a  new  one  in,"  he  says. 
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Vincent  Astor  alights  from  Chris-Craft  tender  in  Newport,  R.I.,  1928 
Yacht  Nourmahal  is  at  rear.  Boats  of  the  rich  have  special  cachet. 


"We  use  [our  boats]  for  rides 
around  the  lake  and  taking  youngsters 
waterskiing,"  says  Furth.  "They  are 
capable  of  doing  everything  that  a 
modern  fiberglass  boat  can  do,  but 
with  more  beauty,  style  and  grace." 

Some  collectors  love  fooling 
around  with  the  old  engines,  too.  Bill 
Munro  owns  13  wooden  boats,  5  of 
them  old  Chris-Crafts.  He  keeps  and 
uses  the  boats  at  his  two  lakefront 
homes  in  Michigan,  and  does  all  the 
engine  work  himself.  Munro  is  a  for- 
mer toolmaker's  apprentice  at  Gener- 
al Motors  and  now  president  of  Mun- 
ro Sales  Inc.,  a  small  company  that 


supplies  GM  with  pneumatic,  hydrau- 
lic and  automation  equipment. 

While  some  purists  maintain  that 
these  small,  classic  boats  should  never 
be  used  in  saltwater,  other  collectors 
often  race  them  around  bays  and 
oceans — and  gladly  accept  the  addi- 
tional maintenance  that  saltwater  use 
entails. 

Many  of  the  larger  wooden  boats 
were  originally  designed  for  saltwater 
use,  however,  and  that's  how  their 
current  owners  intend  to  continue 
operating  them. 

Gerrei  Conover,  for  example,  the 
proprietor  of  the  Charlotte   Inn   in 
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DEWAR'S    SCOTLAND 


One  is  suitable  for  a  life  led  in  water; 
the  other  is  the  water  of  life.  What  are  they? 
The  humble  raincoat  and  Scotch  whisky, 
two  of  Scotland's  finer  inventions. 

Each  of  which  can  be  remarkably 
accommodating  in  a  downpour. 

Taste  the  true  flavor  of  Scotland, 
Dewar's  "White  Label." 
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Edgartown,  Mass.,  owns  a 
62 -foot  mahogany  com- 
muter built  by  Consolidat- 
ed Shipyards  Corp.,  in 
Morris  Heights,  N.Y.,  in 
1923.  Now  called  Miss 
Asia,  the  boat,  once  owned 
by  John  Astor,  was  restored 
at  a  cost  of  around 
$300,000.  (Commuters 
were  large  motor  craft  of- 
ten used  by  executives  to 
get  from  their  homes  on 
Long  Island  to  Wall 
Street. )  Conover  cruises 
and  entertains  on  Miss  Asia 
all  summer  long. 

Chris- Craft  is  the  Chev- 
rolet of  antique  boats.  The 
company  dates  to  the  late 
1800s,  and  became  a  pro- 
duction boat  manufacturer 
in  1922  under  the  name  of 
Chris  Smith  &  Sons  Boat 
Co.  Some  90,000  boats 
were  built  in  plants  in  Al- 
gonac,  Mich.,  Pompano 
Beach,  Fla.  and  elsewhere 
around  the  country  be- 
tween the  1920s  and  1960, 
when  the  family  business 
was  sold. 

Quality  wooden  boats 
were  made  by  a  handful  of 
other  boatbuilders — 

Hutchinson,  Hacker,  Fay 
&  Bowen  and  Gar  Wood 
among  them — which  built  signifi- 
cantly fewer  boats  than  Chris-Craft, 
perhaps  a  total  of  10,000.  These, 
along  with  select  custom  Chris- 
Crafts,  are  often  among  the  most 
expensive  boats. 

Chris- Craft  owners  who  want  their 
boats  restored  to  factory  specifica- 
tions can  get  a  lot  of  help  from  the 
Mariners'  Museum  of  Newport 
News,  Va.,  since  1986  the  official 
repository  of  Chris-Craft  archives. 
Mariners'  has  hull  cards  from  nearlv 
all  the  90,000  Chris-Crafts  built  be- 
tween 1922  and  1960.  The  hull  cards 
provide  all  the  details  about  a  boat  as  it 
left  Chris- Craft  floors — including  en- 
gine size  and  type,  type  of  floor  cover- 
ings, upholstery  colors  and  any  extra 


Bill  Munro  in  his  step- bottom,  hydroplane  Chris-Craft 
He  maintains  the  old  engines  in  all  13  of  his  boats. 


Where  do  collectors  find  vintage 
boats?  Aside  from  dealers  and  shows, 
collector  and  marine  publications 
sometimes  cam'  ads  for  them.  Among 
the  most  accessible  are  WoodenBoat 
and  Classic  Boating. 

Florida  collector  Lewis  bought  the 
tender  for  the  Corsair  IV  through  an 
advertisement  in  the  National  Fisher- 
man in  1980. 

"I  saw  the  ad,  got  an  appraisal  and 
bought  it  sight  unseen,"  says  Lewis. 
Price  for  the  unrestored  classic?  Prob- 
ably around  SI 5,000,  although  Lewis 
declines  to  confirm  a  precise  figure. 

Collectors  sometimes  get  lucky, 
too,  poking  around  in  old  boat  stor- 
age facilities.  One  of  Munro's  favorite 
boats  is  his  1925  Fav  &  Bowen  27- 

J 

equipment  the  original  owner  may  foot  launch,  which  he  found  in  disre- 

have  requested.  In  addition,  Marin-  pair  in  a  warehouse  in  upstate  New 

ers'  has  over  1,200  renderings  and  York  in  1988.  Munro  paid  $11,500 

5,000  archival  photographs  of  vin-  for   it.    Now   fully    restored,    it    has 

tage  Chris-Crafts.  brought     offers     for     upwards     of 


$100,000. 

Sometimes  friends  will 
tip  off  collectors  to  finds. 
Take  a  rare,  30 -foot  Sea- 
Lyon,  made  by  Lyon -Tut - 
tie  Shipyard  of  City  Island, 
N.Y.  It  was  commissioned 
in  1930  by  George  Pope 
Sr.,  son  of  one  of  the 
founders  of  Pope  &  Talbot, 
today  a  half- billion-dollar 
lumber,  pulp  and  paper 
concern  in  Portland,  Ore. 
Following  Pope's  death  in 
1940,  the  boat  fell  into  seri- 
ous disrepair.  The  Pope 
family  later  gave  it  to  a 
friend,  Alan  Furth,  know- 
ing of  his  interest  in  such 
boats.  The  restoration  took 
three  vears  and  cost  about 
S60,000.  But  Furth  reck- 
ons his  Sea-Lyon  could  be 
worth  as  much  as  $200,000 
today. 

As  it  has  become  harder 
to  find  restorable  vintage 
boats,  it  was  inevitable  that 
replicas  would  appear. 
Grand  Craft  Corp.,  in  Hol- 
land, Mich.,  produces  all- 
mahogany  boats  from  1 7  to 
28  feet  in  length,  priced 
from  S2  5,000  to 

$110,000.  One  is  a  replica 
of  a  27-foot,  1932  Chris- 
Craft.  Christopher  Smith, 
63,  grandson  of  the  founder  of  Chris- 
Craft,  is  an  adviser  to  Grand  Craft, 
which  will  also  custom-make  mahog- 
any boats  up  to  35  feet. 

Grand  Craft  has  competition.  The 
Hacker  Boat  Corp.  of  Silver  Bay,  N.Y. 
is  making  20-to-40-foot  boats  fash- 
ioned after  the  original  Hackers  of  the 
1920s  and  1930s.  These  range  in 
price  from  $38,000  to  $80,00(K  Yes, 
these  boats  still  have  to  be  varnished, 
but  new  glues  ,md  adhesives  make  the 
hulls  more  durable,  and  the  new  en 
gines  have  more  horsepower. 

Several  organizations  now  serve  as 
collector  and  information  networks. 
The  Antique  &  Classic  Boat  Socicn  is 
located  at  the  Antique  Boat  Museum 
in  Clayton,  N.Y.,  phone:  315  686 
4104.  The  Chris  Craft  Antique  Boat 
Club  is  based  in  Tallahassee,  Fla., 
904-224-5169.  The  Manners'  Muse 
um  is  in  Newport  News,  Va.,  804- 
595-0368.  ■■ 
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Well  help  you  make 

the  right  moves  now, 

for  an  edge  on  retirement. 


The  Principal  Edge. 

Whatever  retirement  means 
to  you— living  like  a  king,  or 
just  having  more  time  to  play— 
The  Principal  Financial  Group® 
helps  you  get  the  jump  on  it,  now. 

We  offer  one  of  the  most  diverse  and 
comprehensive  portfolios  of  retirement 
products  in  the  industry.  Products  that  are 
tailored  to  give  individuals  and  businesses 
an  edge. 

The  Principal1"  writes  more  pensions  than  anyone 
else.  Our  Pension  Provider,  for  example,  supplements 
company  plans  with  investment  opportunities  in  port- 
folios of  stocks,  money  market  investments,  bonds  and 
mortgages,  even  real  estate.  And  our  annuities  guarantee  you 
a  lifetime  pension  if  your  company's  benefit  plan  doesn't. 

From  mutual  funds*  and  401  K's  to  IRA's  and  insurance  of  all 

kinds,  The  Principal  has  been  helping 
individuals  and  businesses  make  the 
most  of  retirement  for  100  years.  Our 
personalized  approach  has  helped  us 
V*  .      ncJ3'       become  one  of  America's  largest 

f\(\&"  financial  services  organizations. 

.iVtf*  fifO^P  Look  tor  The  Principal  Edge. 

*(SQ®'  Tne  Principal  Financial  Group, 

711  High  Street,  Des  Moines,  IA  50392-01 50. 


Mutual  funds  distributed  through  Princor  Financial  Services  Corporation,  a  registered  broker-dealer  subsidiary  of  Principal  Mutual  Life  Insurance  Company. 
711  High  Street.  Des  Moines.  Iowa  Prospectus  available  upon  request.  ©  1990  Principal  Mutual  Life  Ins  Co. 
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The  wife  of  a  former  communist  minister  in  Poland 
now  runs  a  cheerfully  capitalistic  business  magazine. 

Turning  a 
rag  into  riches 


By  Katarzyna  Wandycz 

Three  years  ago  Malgorzata  Dani- 
szewska  sat  on  one  of  Warsaw's  busi- 
est streets  shining  people's  shoes. 
Had  the  wife  of  a  communist  minister 
fallen  upon  hard  times? 

Hardly.  Daniszewska,  now  40,  the 
wife    of  Jerzy    Urban,    the    former 


spokesman  of  General  Wojciech  Jaru- 
zelski's  government,  was  courting 
publicity.  "A  minister's  wife  shining 
shoes!"  she  laughs.  "What  a  scan- 
dal!" Her  public  relations  ploy 
worked  very  well;  the  story  was  picked 
up    by    several   Warsaw    dailies   and 


shown  on  local  television. 

Scandal  sells  magazines.  Earlier 
that  year  Daniszewska  had  become 
editor  in  chief  of  a  shabby,  govern- 
ment-owned monthly  business  maga- 
zine called  Firma  ("Companv"  in 
English). 

Her  shoeshine  caper  also  made  a 
deeper  point.  Daniszewska  was  the 
first  shoeshiner  to  appear  in  Warsaw 
since  World  War  II.  In  communist 
Poland  private  business  was  despised, 
and  shoeshining  was  considered  the 
ugliest  form  of  capitalist  exploitation. 
Her  message:  Private  business  is  okay, 
and  if  the  minister's  wife  can  do  it,  so 
can  you. 

When  she  took  on  Firma  in  1988, 
it  had  a  circulation  of  1,200.  Three 
years  later  Firmd's  circulation  has 
zoomed  to  30,000.  With  revenues  at 
S200,000,  Firma  is  the  leading  maga- 
zine for  Poland's  incipient  entrepre- 


Malgorzata  Daniszewska,  president  and  editor  in  chief  of  Firma 
"Like  gambling,  business  makes  my  hands  tremble." 
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After  all,  a  man  doesn't  score  an  eagle  every  day. 


>  Montego  Y  Cia  1991 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth.  So  is  a  Macanudo. 

in  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men 
of  Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos 
in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you. 

And  let  any  moment  worth  savoring  linger  in  your  mind  with  all  the 
taste  and  aroma  of  a  Macanudo. 

MACANUDO,  The  Ultimate  Cigar 


"••••I 


Malgorzata  Daniszewska,  shoe-shiner,  with  a  customer— husband  Jerzy  Urban 
In  the  new  Poland,  there  is  nothing  wrong  with  capitalist  exploitation. 


neurs.  It  has  all  the  capitalist  ear- 
marks: a  glossy  color  cover  and  full- 
page  color  ads  for  industrial  springs,  a 
major  Polish  bank  and  even  DHL,  the 
international  courier  service. 

Daniszewska  and  her  husband  are 
nothing  if  not  adaptable.  In  former 
days  both  were  considered  good  com- 
munists, he  as  spokesman  for  the  dic- 
tatorship, she  as  a  working  journalist. 
She  studied  law  in  college  but,  finding 
it  dull,  decided  to  pursue  journalism 
instead.  As  a  freelancer  she  wrote 
television  scripts,  published  poetry 
here  and  there  and  by  1976  was  one  of 
a  few  female  sportswriters  for  the 
popular  weekly  magazine  Sportowiec. 

Daniszewska's  conversion  to  anti- 
communism  came  before  she  married 
Jerzy  Urban.  In  1982  her  support  of 
the  Solidarity  labor  movement  got 
her  into  hot  water.  Even  though  she 
wrote  mainly  about  soccer  and  track 
and  field,  she  was  nonetheless  pushed 
out  in  a  widespread  purge  of  journal- 
ists judged  to  hold  politically  unpop- 


ular views.  Taking  any  job  she  could, 
she  came  to  Firma,  the  sad  little 
business  rag. 

Both  Daniszewska  and  her  hus- 
band have  made  the  transition  to 
capitalism  nicely.  The  former  govern- 
ment spokesman  is  the  bestselling 
author  of  Urban's  Alphabet,  a  Kitty 
Kelley-style  expose  of  famous  politi- 
cians, journalists,  artists — anyone  Ur- 
ban had  dirt  on — arranged  in  alpha- 
betical order.  He  is  also  the  publisher 
of  an  antigovernment  weekly  called 
Nie  ( "No"  in  English ),  with  a  circula- 
tion of  450,000. 

Daniszewska  got  her  chance  to  be- 
come an  entrepreneur  .when  commu- 
nist business  laws  were  relaxed  in 
1989  and  many  government-owned 
properties  came  up  for  sale,  Firma 
included.  Daniszewska  jumped  at  the 
chance  to  buy  it.  Seeing  the  maga- 
zine's potential  in  a  freer  market  cli- 
mate, she  convinced  five  other  col- 
leagues to  join  her  in  purchasing  a 
50%  stake  for  less  than  $1,000.  Then 


she  arranged  for  a  local  computer 
company  to  buy  another  40%,  with 
the  state  owning  the  remaining  10%. 
Keeping  the  largest  share  of  the  em- 
ployees' stake,  she  would  effectively 
control  the  company  as  president. 

Daniszewska  knew  small  businesses 
desperately  needed  practical  advice. 
Firma  specializes  in  running  lengthy 
articles  written  by  lawyers  on  tax  and 
accounting  laws.  Not  great  reading, 
but  business  owners  who  cannot  af- 
ford to  hire  lawyers  find  Firma  a  steal 
at  63  cents.  "Other  business  publica- 
tions tell  businessmen  what  to  wear 
and  how  to  prepare  a  drink,  who 
needs  that?,"  asks  Daniszewska. 

Within  months  of  having  taken 
charge,  Daniszewska  quintupled  Fir- 
ma's  advertising,  to  25%  of  the  60- 
page  book.  Her  secret?  She  simply 
asked  for  the  ads.  Firma's  former 
communist  owners  never  tried  very 
hard  to  get  advertising  zlotys,  and  had 
carried  just  a  page  or  two  per  issue. 
Under    communism,    of  course,    it 
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didn't  bother  anybody  that  the  maga- 
zine was  losing  money. 

Now,  advertising  has  become  Fir- 
ma's  chief  source  of  profit,  with  a 
cover  spot  going  for  $3,000.  But 
Daniszewska  limits  her  ad  pages — 
which  are  created  in -house — to  25% 
per  issue,  for  fear  of  losing  readers. 
Unaccustomed  to  advertising,  Poles 
tend  to  feel  cheated  if  they  see  more 
than  10  to  15  pages  of  ads  per  maga- 
zine. "We  are  just  learning  capital- 
ism," Daniszewska  admits. 

The  editorial  content  also  shows  a 
little  Western  envy.  Like  many  Poles, 
Daniszewska  is  enchanted  with  West- 
ern ways,  and  when  not  explaining  the 
Polish  tax  code,  Firma  lovingly 
quotes  Milton  Friedman  and  dis- 
cusses the  Laffer  curve,  which  has 
fallen  on  hard  times  in  the  U.S.  Some 
other  articles  are  elementary  by  U.S. 
standards.  They  have  included  a  text- 
book-like piece,  written  by  an  Austra- 
lian businessman,  on  how  to  write  a 
business  plan,  and  one  on  how  leas- 
ing, a  Western  concept,  may  be  a 
solution  for  businesses  that  cannot 
afford  to  buy  equipment. 

Daniszewska  also  tries  to  run  her 
business  in  what  she  considers  West- 
ern style.  By  that  she  means  callers  are 
greeted  with  a  chirpy  "How  may  I 
help  you?"  and  vistors  get  "Western- 
style  coffee"  in  paper  cups  (not  ce- 
ramic, which  the  Poles  use). 

Daniszewska  has  adopted  other 
capitalist  habits:  In  a  country  where 
goofing  off  had  been  elevated  to  a 
high  art  form  under  socialism,  she  and 
her  staff  work  from  8  a.m.  to  3  or  4 
p.m.  In  Poland,  only  workaholics  do 
that,  she  explains. 

In  addition  to  running  the  maga- 
zine, she  puts  together  press  confer- 
ences for  companies  like  Wurth,  an 
Austrian  tool  distributor.  As  a  service 
to  readers,  she  has  compiled  a  data- 
base of  business  propositions,  such  as: 
"Owner  of  a  mansion  suitable  for  a 
hotel  would  like  to  find  Western  part- 
ners." These  are  published  free  of 
charge  under  the  heading  "Business- 
men of  the  World  Unite." 

Daniszewska  now  owns  a  fur  coat 
and  other  capitalist  trappings  but 
claims  the  chief  benefits  she  derives 
from  entrepreneurship  are  psychic: 
"It  gives  me  emotions,"  she  says. 
"Like  gambling,  it  makes  my  hands 
tremble."  IB 
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>e  it  the  incomparable  VIP 
service  of  Blue  Diamond  Class, 
the  top-notch  attention  to 
detail  in  Gold  Class,  SAA  has 
over  the  years  earned  its  stripes 
by  earning  the  respect  of  you 
the  business  traveler. 

And  that  bold  statement  of 
fact  is  one  of  the  best  ways  to  fly 
either  via  Rio  de  Janeiro  or  our 
1 0  European  Gateways. 

For  more  information,  con- 
tact your  travel  agent  or  call 
1  -800-722-9675.  In  New  York 
(212)  826-0995. 
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SOUTH  AFRICAN  AIRWAYS 
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The  name  Mitsubishi  means  'Three  Diamonds." 
And  for  75  years,  the  triple  diamond  has 
represented  the  company's  unbending 
quality  standard. 


porates  ETACS-IV™— a  system  that  quiet- 
ly extends  ten  courtesies,  from  automatic 
doorlock  above  12  mph,  to  automatic 
headlight  shutoff. 


engineering:  from  rigid  passenger  shell 
buffered  by  a  crumple  zone,  to  driver-side 
airbag  and  ABS  anti-lock  brakes! 
All  told,  the  Diamante  offers  more 


Introducing  diamante. 

a  new  luxury  performance  sedan, 

brilliant  in  every  facet. 


Now,  on  the  eve  of  its  diamond  anniver- 
sary, Mitsubishi  Motors  proudly  announces 
the  highest  expression  of  that  standard — 
the  new  Diamante.  A  new  luxury  perfor- 
mance sedan  so  thoroughly  accomplished, 
;  it  has  already  won  Japan's  coveted  "Car 
of  the  Year"  award.  Against  a  field  that 
included  the  Acura  Legend,  Acura  NSX  and 
Infiniti  G20. 

Everywhere,  the  Diamante's  design 
reflects  a  quest  for  integration  and  balance. 

Beginning  with  a  V6  engine  that  is 
powerful,  achieving  202  horsepower  in  the 
24-valve  version.  Yet  also  serenely  smooth 
and  quiet,  befitting  a  luxury  sedan. 

Likewise,  the  suspension  is  fully  inde- 
pendent, with  a  multi-link  rear  design,  to 
strike  a  balance  between  tenacious  road- 
holding  and  agentle  ride. 

These  handling  traits  can  be  enhanced, 
in  the  Diamante  LS,  with  optional  Active- 
ECS™  (electronically  controlled  suspension) 
and  T(T(dual-mode  traction  control). 

A  gracious*  host,  the  Diamante  incor- 

"ABS  optional  on  Diamante,  standard  on  Diamante  LS. 


Every  object  in  the  cabin  exudes  performance,  luxury  and  technological 
quality,  both  to  the  eye  and  to  the  touch,  innovation  than  many  established  luxury 
The  computer-designed  front  seats  provide     cars.  Even  some  costing  considerably  more. 


extra  support  at  anatomical  centers  of 
gravity.  Virtually  every  luxury  amenity  is 
available,  from  leather  seating  surfaces 
to  complete  prewiring  for  an  optional 
cellular  phone. 

Of  course,  this  wealth  of  performance 
and  luxury  is  blended  with  exhaustive  safety 


You  are  invited  to  take  a  test  drive  and 
judge  for  yourself.  Please  call  1  -800-447- 
4700  for  your  nearest  Mitsubishi  Motors 
dealer. 

MITSUBISHI^] 

The  word  is  getting  around." 


FACES  BEHIND  THE  FIGURES 


EDITED  BY  JASON  2WEID 


Small  is  too  beautiful 

Small-capitalization  stocks  have 
been  hot  this  year.  The  Nasdaq  com- 
posite index  is  up  31% — nearly  triple 
the  rise  in  the  Dow.  Albert  O.  Nicho- 
las, 60,  should  te  happy.  He  manages 
the  top-performing  Nicholas  Fund,  a 
SI. 7  billion  portfolio  of  small  and 
medium  >ize  companies. 

But  he's  edgy.  Small-cap  stocks 
have  been  out  of  favor  for  seven  years, 
and  Ab  Nicholas  feels  uncomfortable 
now  that  his  lonely  trail  has  become 
clogged  with  noisy  bandwagons  in 
the  last  few  months. 

'T  was  golfing  a  couple  of  weeks 
ago  with  a  friend  who's  an  insurance 
executive,"  says  Nicholas,  "and  he 
said  to  me,  Tf  I  see  one  more  article 
saying  that  the  place  to  have  your 
money  is  in  small-company  stocks,  I'll 
explode!'  "  Adds  Nicholas:  "I  agree 
with  him." 

Nicholas  says  he  has  "been  very 
cautious  lately.  We've  been  selling 
more  than  we've  been  buying."  The 
Nicholas  Fund  is  now  11%  in  cash, 
twice  its  typical  level. 

His  buying  has  mainly  been  limited 
to  companies  that  lack  the  glamour 
and  heat  of  an  overpriced  market. 
Take  Outboard  Marine  Corp.,  a  pro- 
ducer of  boats  and  boat  engines, 
whose  earnings  are  in  a  swoon  that 
Nicholas  believes  is  temporary;  the 
stock  is  around  14V2,  down  from  46 
just  two  years  ago.  Willcox  &  Gibbs  is 
a  distributor  of  electrical  products 
whose  stock,  around  97/s,  has  lost  half 
its  value  in  two  years.  Nicholas  praises 


Albert  0.  Nicholas  of  the  Nicholas  Fund 
No  "huge  move  up  from  here." 
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the  "excellent  long-term  record"  of 
management  and  thinks  the  company 
is  on  the  mend.  Standard  Commercial 
Corp.  is  one  of  the  world's  largest 
tobacco  brokers;  it  was  hurt  by  a  fall  in 
prices  in  its  other  main  business, 
wool.  Nicholas  likes  it. 

But  he  thinks  the  big  run  in  small 
caps  is  over:  "I  don't  see  a  huge  move 
up  from  here — not  while  everyone's 
talking  about  it.  I  can  still  find  some 
things  to  buy,  but  it's  a  lot  harder  with 
the  market  this  revved  up." 

Back  to  the  futures 

Leo  Melamed,  58,  personifies  the 
U.S.  futures  industry.  A  commodities 
trader,  he  became  head  of  the  Chica- 
go Mercantile  Exchange  a  quarter- 
century'  ago.  By  shrewdly  adding 
products  such  as  currency  futures  that 
are  vital  to  the  hedging  strategies  of 
companies  and  investors,  Melamed 
transformed  the  little  trading  floor 
into  perhaps  the  world's  foremost 
financial  futures  and  options  market. 

Melamed  stepped  down  as  the 
Merc's  top  man  last  December,  but 
he  is  busy  with  his  own  trading  firm, 
Dellsher  Investment  Co.  "I  made  the 
forest,  but  I  never  made  a  tree,"  he 
says.  "Now  I  want  to  make  a  tree." 

He  has  sunk  a  strong  taproot:  In 
February  he  inked  a  deal  to  sell  a 
majority  stake  in  Dellsher  to  Mitsui 
Taiyo  Kobe,  the  Japanese  banking 
giant  (assets,  $400  billion).  As  head  of 
Dellsher,  Melamed  will  lead  Mitsui's 
plunge  into  futures  and  options. 


Leo  Melamed,  formerly  of  the  Chicago 

Mercantile  Exchange 

Nurturing  Japan's  futures  industry. 


To  smooth  out  gyrating  costs  of 
global  manufacturing  and  trading, 
the  Japanese  love  hedging.  But  Ja- 
pan's futures  industry  is  still  matur- 
ing. Japanese  banks,  for  example, 
trade  financial  futures  contracts  most- 
ly through  their  foreign  subsidiaries 
or  through  foreign  brokers,  since 
overseas  markets  are  more  liquid. 

But  that  may  soon  change.  Mel- 
amed expects  the  Japanese  Ministry  of 
Finance  to  approve  a  proposal  that 
will  permit  Japanese  institutions  to 
invest  customers'  money  in  domestic 
funds  specializing  in  futures  and  op- 
tions. If  he's  right,  the  volume  of 
Japanese  futures  trading  will  skyrock- 
et. Melamed  will  be  there,  teaming  his 
expertise  with  Mitsui's  capital. 

Meanwhile,  Melamed  is  writing  his 
second  science  fiction  novel,  in  which 
Earth  is  attacked  by  aliens  and  must 
rely  on  friends  from  another  planet.  In 
dealing  with  the  new  world  of  inter- 
national futures  trading,  it  probably 
helps  to  think  like  a  science  fiction 
writer.  -Edward  Gil  1 1  N  w 

"Your  best  loss 
is  your  first  loss" 

Amid  RK  ESSION  and  with  main  de- 
partment stores  crushed  under  their 
own  debts,  it's  a  tough  time  in  the  rag 
trade.  So  Haim  Dabah,  president  of 
clothing  maker  Gitano  Group,  is  re 
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Did  you  know  that  50,000 
Vision  subscribers  own  a 
private  swimming  pool? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 


You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 
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What's  good  for  the  merchant  is 
good  for  the  vendor. 


designing  his  <  ompany. 

i).ii>.iii\  first  painful  step  was  to 
liquidate  $57  million  In  inventory 
thai  piled  u|)  .is  retailers  deferred  dc 
livery  early   l.isi    year,  then   suffered 
dismal  ba<  k  to  s<  hool  .md  ( Ihristmas 

seasons.  I  )abah  dec  ided  to  lake  nun  h 
ol  the  pain  in  one  giant  blow. 

"In  apparel,  your  best  loss  is  your 
lirsi  loss,1'  he  explains  So  I  >abah  sold 
inventory  to  retailers  below  his  manu 
lacturing  cost.  Ciitano's  sales  grew 
29%,  to  $800  million  but  earnings 
Crashed  from  $31  million  in  1989  lo 
$8  million. 

I  ).ibah  should  have  a  better  I  99  I  . 
With  mass  hick  h.indisers  Wal  Mart, 
Kin. ill  and  Tart-el  accounting  for  40% 
ol  Gitano's  sales,  most  ol  the-  fashion 
items  thai  (mi. mo  manufactures  this 
year  will  be  presold  to  retailers.  That 
leaves  CJitano  with  inventory  expo 
sure  only  in  such  lower  risk  staples  as 
leans  and  undervve.ii 

Because  fashion,  like  food,  is  highly 
perishable,  Dabah  is  delivering  mcr 

chandise  direcdy  from  the  factory  to 
Wal  Mart,  bypassing  Gitano's  ww 

houses  entirely.  Dabah  himself  spent 
a  day  in  a  ba<  k  room  ai  a  Wal  Mart  in 
Nashville  and  figured  out  that  if  di 
lano  shipped  some  of  its  clothing  to 
Wal  Man  on  hangers,  instead  <>f  in 
boxes,  the  goods  would  go  on  display 
at  least  one  day  sooner. 

All  this  reduces  turnaround  time 


and  cuts  delivery  costs  by  perhaps  5%. 
Wal  Mart  plans  to  pass  on  the  savings 
by  lowering  retail  prices.  The  goal: 
everyday  low  pricing  that  should  limit 
the  markdowns  that  end  every  selling 
season.  To  entice  customers  to  buy 
early  rather  than  wait  for  markdowns, 
ditaiio  is  offering  a  permanent  pro 
gram  of  refunds  or  free  replacements 
of  almost  all  of  its  products  even 
sen  ks  that  just  wear  out. 

Buying ( lothes  is  the  easiest  way  the 
public   can  play  (iilano.  Insiders  and 
the  Dabah  family  control  70%;  insli 
unions  hold  another  1  5%.  The  other 
1    million  shares  trade  on  the  New 

York  Stock  Exchange.  Gitanoreceni 

ly  traded  at   21%     clown  from  36% 
last  year  and  just  $1 .40  a  share  over  its 
first  offering  price  in  19NX.  But  Gold 
man,  Sachs  analyst    Jay   Melt/cr  ex 
peels  Gitano  to  earn  %M  million,  or 
$2  per  share-,  this  year,  up  Iroin   54 

cc -nts  m  1990.  Suzanne  Ouvi  i 
Jeno's  next  course 

AT  72,  YOU'D  THINK  food  mogul  Jeno 
Paulucd  might  slowdown  a  bit.  Not 
so.    The  founder  of  the-  (Tun   King 

Chinese  food  label  and  feno's  frozen 

pizza  is  haul  ai   work  selling  fro/en 
Italian  entrees  named  after  his  moth 
ci ,  Mic  helina,  and  produced  from  he  i 

ice ipes  m  bis  hometown,  l )uluth. 

But    pasta   will    be   no   patsy.   The 
market  for  fro/en  entices  is  dominat 
eel  by  the  likes  of  Nestle's  Stoullcr\ 
label  and  Budget  (iounnet,  made  hv 

Philip  Morris'  Kraft  division.  Frozen 


entree  sales  have  chilled,  to  $2  billion, 
up  just  4%  last  year. 

Yet,  insists  Paulucci,  "the  market  is 
wide  open."  His  linguini  with  clam 
sauce,  spaghetti  bolognese  and  other 

items  COSl  SI  .60  or  less  for  10  ounces. 
That's  about  SO  cents  under  Stouf- 
<fcr\  and  around  a  dollar  less  than 
Weight  Watchers.  To  keep  costs  flat  as 
a  lasagna  noodle,  Paulucci  won't  do 
any  mass  market  advertising.  Instead 
he  will  promote  the  line  of  1 1  dishes 
with  local  promotions  and  in  store- 
displays. 

A  success  would  be  Paulucci's  third 
hit  He  sold  Chun  King  to  rj  Reyn- 
olds foods  in  1966  and  Jeno's  Pizza 
to    Pillsbury,    for    $150    million,    in 

1985.  Forbes  estimated  his  net  worth 

last  year  at  $500  million. 

It    might    have    been    higher,   but 
Paulucd  flopped  seven  times  in  the 
restaurant    business,  and   his  Florida 
development,    Heathrow,    is    unfiii 
ished  after  eight  years.  This  year  Pan 
luce  i  sold  the  residential  portion  for 
$50  million.  A  grocery  delivery  ser 
vice  failed  miserably  last  year. 

So,  back  to  packaged  foods,  lour 
months  after  Paulucci  rolled  it  out, 
Michelina's  sells  in  1,250  stores — 
including  such  chains  as  Safeway, 
Winn  Dixie  And  DommickY  I  he 
ever  bullish   Paulucci,  who  plans  to 

take  Ins  company  public,  projects 

first  year  sales  of  $50  million  mk\ 
1992  sales  of  $  1 00  million.  GrOCCTB 
agree  the  product  sells  well,  and  it 
passes  the  FORBES  taste  test 

John  1 1  arris  M 


Frozen-food  king  Jeno  Paulucci 
Undercutting  the  big  boy*. 
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The  way  to  wake  up 

your  body 


The  way  to  wake  up 

your  mind. 


Give  your  mind  its  morning  workout.  Tune  to  Morning  Edition  with 

Bob  Edwards  and  shower  your  brain  with  everything  from  the  state  of  the  world  to 

the  state  of  the  arts.  It's  where  millions  of  Americans  wake  up  every  morning. 

For  the  NPR4  station  near  you,  call  National  Public  Radio"  at  202-822-2323. 

National  Public  Radio's  Morning  Edition 

Morning  Edition  and  NPR  arc  registered  trademarks  of  National  Dubhc  Radio. 


AND . , .  and  the  security 
~*£?        that  goes  with  it 


KA, 
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OPPORTUNITY  TO  GIVE  YOU 
FAMILY  SOMETHING  PRICELESS 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres .  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

'Price  subject  to  change  without  notice 

Forbes  Lake  of  the  Ozarks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address 


City/State/Zip 
Telephone 


or  phone  816/438-2801 


10C3 


Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  it  any,  of  this  property  Equal  O 

Opportunity  A  statement  and  offering  statement  has  been  filea  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease 

lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  In  any  way  passed  upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 

Cnsto  Ftanches    NYA88-178 


THE  FORBES  WALL  STREET  REVIEW 


8Y  ERIC  S.  HARDY 


The  consensus  among  securities  ana- 
lysts, ever  the  optimists,  is  that  all  of 
the  country's  ten  largest  banks  will  be 
profitable  this  year,  and  even  more  so 
in  1992.  The  Institutional  Brokers 
Estimate  System  reports  that  Bank  of 
New  York,  which  has  a  consensus 
earnings  forecast  of  $2.22  a  share  in 
1991  and  $4  next  year,  is  expected  to 
lead  the  big  banks  in  profit  growth, 
with  an  80%  gain. 

Nevertheless,  Don  Kauth,  a  bank- 
ing analyst  at  First  Albany  Corp., 
thinks  the  expected  recovery  in  the 
banking  sector  won't  be  universal. 
"Banks  that  failed  to  maintain  pru- 
dent lending  and  investing  policies  in 
the  1980s  and  have  inadequate  capital 
probably  won't  participate  in  the  in- 
dustry's recovery,"  says  Kauth,  point- 
ing out  that  some  banks,  especially  in 
New  England,  still  have  poor  earnings 
prospects. 

In  the  two  weeks  ended  May  2  the 
best-performing  stock  with  a  market 
capitalization  over  $500  million  was 
Rhode  Island- based  Fleet/Norstar, 
up  28%.  It  is  going  to  acquire  much  of 
the  busted  Bank  of  New  England. 
Two  midwestern  banks — Michigan's 
First  of  America  and  Wisconsin-based 
Marshall  &  Ilsley — also  had  big  gains. 

In  the  past  four  months  the  price/ 
earnings  multiple  of  the  Wilshire  in- 
dex climbed  from  14  to  18.  If  eco- 
nomic recovery  does  not  assert  itself 
soon,  expect  a  correction. 


Closeup  on  the  market 


The  overall  market1 

4000 

|  Wilshire  index 

A»         /* 

3000 
2000 

|  200-day  moving  average 

The  Wilshire  index  as  of  5/2/91 
Market  value:  $3,383.7  billion 
Price/book:  3.8 
P/E:  18.1 
Yield:  2.9%                           jl/ 

Performance 

Price 

Total  return 

Last  4  weeks 

0.0  % 

0.2% 

Since  12/31/90 

17.3 

18.4 

Since  peak  4/17/91 
Since  5-year  low  12/4/87 

-2.5 
66.2 

-2.5 
87.4 

1000 

'     !               1               1 

1              1              1 

1 

1 

'82           '83           '84           '85           '86           '87           '88           '89 

'90          '91 

The  best  performing  stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

ft* 

Ref  vol3 

Fleet/Norstar  Financial 

24'/4 

28% 

NM 
21 

7,398 

2.7 

Adolph  Coors 

22 '/2 

17 

1,956 

1.5 

FMC 

447/8 

15 

10 

763 

1.5 

First  of  America  Bank 

287/8 

33'/4 

14 

9 

950 

1.6 

1 

Lotus  Development 

13 

62             12,506 

1.4 

HBMMMM 

The  worst  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

i 
Ref  vol3 

AST  Research 

217/8 

20 '/2 

-22% 

11 

11,655 

1 

1.3 

Quantum 

-21 

26 

17,258 

1.4 

20th  Century  Industries 

39 

-21 

10 

1,205 

1.4 

Apple  Computer 

49                -20 

493/4             -19 

"•'-;>■•'.■■■:■.■  ''''v./^7-:M:«v."i.-?w^:  ■  ww.-'-!X-->,w 

12 

24,732 

1.0 

Compaq  Computer 

■■■■■■■■■■■>■■■ 

10 

18,937                1.8 

iiiiiMiiiiiiiiiwwiiiiiiiiiiiiiiiiiiwiiiiiiriiiiiwiiiiiniiiHiiiiniiBiln 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6,000  stocks,  equal  weighted 

Oow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 


Price  or  rate 

3,636.4 

24.3 
2,938.6 
380.5 
208.3 
363.5 
491.1 
319.5 


2-week  change 

-2.1% 

0.4 
-2.0 
-2.0 
-1.9 
-2.6 
-3.1 
-1.4 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East4 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

Individual1 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  2000  index 

2000  small  market  value  stocks,  capitalization  weighted 

Gold'  (composite  quote  of  6  major  dealers) 

Yen'  (per  $U.S.) 

Commodity  index'  <CRB  futures  index,  1967=100) 

Oil'  (W  Texas  Intermediate) 

T  bills'  (90  days) 

Broker  loan  rate' 


Price  or  rate 

862.20 

124.10 
103.64 

173.64 

$355.50 

138.10 

216.12 

$21.15 

5.43% 

7.50% 


2-week  change 

-2.1% 

-1.5 
-0.7 

-2.2 

-0.6 

0.3 
-0.9 

0.2 

-27  basis  points7 
Unchanged 


Note:  All  data  for  periods  ending  5/2/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif. 2  Average  daily  volume  over  recent  2-week  period. 3  Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months. "  Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  5/3/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information. 7  A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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NEW  ISSUES  REVIEW 


BY  ROBERT  BALANCIA 


The  biggest  new  issues1 


Company/business 
MBNA/bank  holding 

Exchange 

n 

Offer 
date 

1/22/91 

Offer 
price 

Recent 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

22  Vz 

263/4 

689 

Goldman  Sachs 

19% 

104 
124 

Destec  Ensrgy/cogeneration  plants 

n 

3/14/91 

20 
14 
13 

247/8 
163/8 

240* 

Goldman  Sachs 

24 

Amsco  International/health  care  equipment 
Atmel/integrated  circuits 

n 

0 

3/26/91 
3/19/91 
3/19/91 

82 

Alex  Brown  &  Sons 
Alex  Brown  &  Sons 

17 
12 
12 

117 
109 
111         I 

W/2 

59 

TakeCare/owns  HMOs 

0 

19 

21 V* 

48 

First  Boston 

Sonic/fast  food  restaurants 

0 

2/28/91 

12'/2 

15'/4 

46 

First  Boston 

22 

119 

Health  Management  Associates/hospital  mgmt 

0 

2/5/91 

16 

17  lA 

41 

Goldman  Sachs 

9 

102 

Medical  Marketing  Grp/medical  data  services 

0 

3/26/91 

12'/2 

16 

12 

203/4 
WA 
15 

40 
34 
34 

Merrill  Lynch 
JC  Bradford 

Dillon  Read 

66 

9 

25 

166 
150 

125 

Community  Health  Systems/medical  clinics 
CareNetwork/health  care  services 

0 

0 

3/7/91 

3/26/91 

The  best  new  issues1 


Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

| 

Performance  to  date 
absolute    rel  to  mkt2 

Alta  Health  Strategies/owns  HMOs 

9'/2 

12!/2 

6 

9 
15 

14 
40 

Alex  Brown  &  Sons 

68% 
66 

147 
166 

Medical  Marketing  Grp/medical  data  svcs 

Merrill  Lynch 

Advanced  Photonix/photodetection  equip 

6 
27 
15 

DH  Blair 
Robertson  Stephen; 

William  Blair 

54 

151 

Cygnus  Therapeutic  Sys/pharmaceuticals 
SymixSys/financial  software 

,     47 
42 

135 

138 

Performance  update 


The  new-issues  market  is  heating  up. 
The  last  time  the  new-issues  market 
was  so  frothy  was  in  1987.  Within 
months,  the  stock  market  crashed. 

Duracell  shares  shot  up  5%  points 
the  day  after  the  Kohlberg  Kravis 
Roberts  &  Co.  buyout  team  took  this 
former  Kraft  subsidiary  public  at  $15, 
raising  $450  million.  In  the  first  quar- 
ter the  dollar  value  of  initial  public 
offerings  climbed  more  than  20%,  to 
$1.5  billion,  not  counting  issues 
priced  below  $2.50  or  raising  less 
than  $5  million.  Hottest  are  health 
care  issues,  taking  15%  of  the  total 
capital  raised. 

Also  pumping  life  into  today's  new- 
issues  market  are  former  leveraged 
buyouts.  Along  with  Duracell  are  re- 
tailers Caldor  and  Filene's  Basement. 
New  shares  of  AnnTaylor,  another 
retailer,  and  Cherokee  Group,  a  shoe 
and  clothing  manufacturer,  are  wait- 
ing in  the  wings. 

The  biggest  new  issue  of  the  first 
quarter  was  MBNA,  with  a  $689  mil- 
lion offering.  Based  in  Delaware,  this 
company's  primary  business  is  mar- 
keting, issuing  and  servicing  premium 
credit  cards.  The  second-largest  deal, 
at  $240  million,  was  Destec  Energy, 
one  of  the  largest  nonutility  produc- 
ers of  electric  power.  It  was  formerly  a 
wholly  owned  subsidiary  of  Dow 
Chemical,  which  retains  approxi- 
mately 75%. 

Note:  Initial  public  offerings  o<  common  equities  with  offer  date  of  1/1/91  to  3/31/9] ,  offering  price  of  $2.50  or  more  and  offering  value  of  $5  million  or  more.  Closed-end  funds, 
limited  partnerships,  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and  spinoffs.  'Last  quarter, 
ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  'Latest  12  months.  Source:  Securities  Data  Co. 


The  worst  new  issues1 

Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

-4%          96 

Simtek/semiconductors 

6 

12 

Rosenkrantz  Lyons 

Pac  Rim  Hldgs/video  distribution 

20 

Salomon  Brothers 

-3 

97 

Citation  Insurance  Grp/insurance 

91/? 

17 

7 

41 

Kidder  Peabody 
Smetek  Van  Horn 
Goldman  Sachs 

0 

0 

Aphton/lab  research 

Health  Mgmt  Assoc/hospital  mgmt 

7 
16 

4 
9 

103 
109 

The  most  active  investment  bankers 

Industries  going  public 

Underwriter 

Total 
offerings 

Total  raised 

($mil) 

Industry 

Total 
offerings 

Total  raised 

($mil) 

Goldman  Sachs 
Alex  Brown  &  Sons 
First  Boston 
Smith  Barney 
PaineWebber 

7 
18 

$1,290 

Banks 

3 

$704 

566 

Oil  &  gas 

9 

455 

5 
8 

8 

347 
259 
216 

Electric  &  gas 

Electronics 

Insurance 

9 

11 

5 

445 
302 
263 
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But  every  month,  more  than  1.6  million  frequent  Qyers 
do.  They're  the  decidedly  upscale  readers  of  Delta  Air 
Lines'  SKY  Magazine,  who  boast  a  high  and  mighty 
$100,000+  average  household  income. 
That's  our  "Atiluential  Advantage. " 

Delta  Air  Lines'  award-winning  SKY  Magazine's  "Affluential 
Advantage"  goes  far  beyond  the  $100,000*  average  household 
income  of  the  1.6  million  responsive  frequent  flyers  who 
read  it  every  month. 

Because  it's  not  just  who  we  reach,  but  where  we 
reach  them.  SKY  Magazine  has  the  "Affluential 
Advantage"  high  above  the  clouds,  in  an 
atmosphere  blissfully  devoid  of  all  the 
distractions  of  home  or  office. 
Within  this  hospitable  environ- 
ment, a  unique  phenomenon 
occurs.  People  put  aside  their 
everyday  reading  fare  to  pick 
up  SKY  Magazine,  which  is  found 
and  enjoyed  only  on  the  thousands  of 


Delta  Air  Lines  daily  flights.  So  it  should  come  as  no  surprise 
that  when  people  turn  through  the  pages  of  SKY,  adver- 
tisers realize  the  full  effect  of  our  "Affluential  Advantage". 

This  is  especially  true  when  you  take  into  account  some 
15,000  inquiries  and  direct  orders  for  merchandise  SKY 
generates  monthly.  Or  consider  that  many  direct  response 
advertisers— a  group  that  evaluates  its  media  choices  by  last 
month's  results— have  run  in  SKY  tor  over  ten  years. 

True,  not  every  traveler  gets  a  chance  to  read  our  Delta 
Air  Lines'  SKY  Magazine.  But  every  advertiser  does  have  a 
chance  to  reach  the  1.6  million  readers  who  do. 

For  a  sample  copy,  media  kit,  and  some  eye- opening 
research  on  the  top  corporate  decision  makers  and  upscale 
consumers  that  SKY  Magazine  reaches,  please  call  today. 

Toll-free  (800)  523-6809;  MR 

In  FL  (305)  893-1520;         GROW 
FAX  (305)  895-0622  Oilik 
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THE  AFFLUENTIAL  ADVANTAGE" 

Halsey  Publishing  Co.,  12955  Biscayne  Boulevard,  North  Miami,  FL  3318) 

Source  1990  MMR 


FUNDS 


Julian  Carlin  invests  in  his  backyard— seven 
midwestern  states— in  running  the  IAI  Regional  Fund, 

Hometown 


advantage 


By  Suzanne  L.  Oliver 

If  YOU'VE  ever  felt  overwhelmed  by 
the  challenge  of  choosing  from  the 
5,700  actively  traded  stocks  out  there, 
take  a  lesson  from  Julian  Carlin,  man- 
ager of  the  $300  million  IAI  Regional 
Fund.  Limit  your  universe.  Carlin, 
55,  follows  a  mere  250  companies 
selected  by  virtue  of  their  being  head- 
quartered in  Minnesota,  Wisconsin, 
Iowa,  Nebraska,  the  Dakotas  or 
Montana. 

Does  this  seem  an  unnecessary  limi- 
tation on  investment  horizons?  Con- 
sider this:  With  80%  of  his  portfolio 
culled  from  these  seven  states,  Carlin 
has  averaged  a  16.5%-a-year  total  re- 
turn over  the  past  ten  years,  nearly 
two  percentage  points  ahead  of  the 
S&P  500. 

Carlin's  modus  operandi  is  a  famil- 
iar one:  Find  an  overlooked,  underap- 
preciated company  to  buy  and  then 
get  out  as  soon  as  a  lot  of  institutions 
have  discovered  it.  The  problem,  of 
course,  is  that  companies  that  aren't 
closely  followed  on  Wall  Street  could 
harbor  as  many  unpleasant  surprises 
as  pleasant  ones.  That's  where  Car- 
lin's geographical  theme  fits  in.  There 
are  few  enough  companies  in  his  terri- 
tory that  he  can  visit  every  candidate 
or  at  least  talk  to  a  friend  of  a  friend 
who  knows  it  from  the  inside. 

Carlin,  who  studied  finance  at  No- 
tre Dame  University,  left  a  stockbro- 
ker job  at  PaincWebber  in  1974  to 
manage  money  at  Minneapolis- based 
Investment  Advisers,  Inc.  Jn  1980  he 
set  up  the  iai  Regional  Fund,  which  is 
almost    purely    regional,    although, 
since  energy  stocks  were  lacking  ii  i 
seven  states  Carlin  chose,  he  alloy. 
20%  of  the  fund's  assets  to  be  invesu 
outside  the  region.  Eventually,  Carlin 
became  an  expert  on  100  Minnesota 


public  companies,  5  in  Montana  and 
10  in  North  and  South  Dakota. 

Among  them:  Edina,  Minn. -based 
popcorn  packager  Golden  Valley  Mi- 
crowave, which  he  started  buying 
again  in  1989,  and  Outlook  Graphics 
in  Neenah,  Wis.,  a  new  issue  he 
bought  in  April. 

For  ideas  Carlin  reads  regional 
newspapers,  looks  at  new- issue  pro- 


Money  manager  Julian  Carlin 
Looking  for  growth  in  Neenah,  Wis. 


spectuses  and  browses  store  shelves. 
After  picking  up  a  bottle  of  liquid 
hand  soap  from  Minnetonka,  the  sub- 
urban Minneapolis  company,  Carlin 
bought  the  stock.  When  Procter  & 
Gamble  copycatted  the  idea,  Carlin 
sold  Minnetonka  and  better  than  qua- 
drupled his  money. 

There  are  a  few  financial  criteria. 
"If  a  company  has  been  public  five 
years,  I  want  four  years  of  growth. 
And  if  it  is  ten  years  old,  I'll  take  seven 
years,"  says  Carlin.  He  also  wants  to 
see  a  management  stake  of  at  least 
10%  and  a  debt/equity  ratio  of  no 
more  than  33%. 

Last  fall,  when  second-tier  compa- 


nies had  gotten  cheap,  Carlin  bought 
shares  of  Digi  International,  a  data 
communications  equipment  maker, 
and  microcomputer  maker  Zeos  In- 
ternational (both  in  the  Twin  Cities 
area).  After  tripling  his  money  in  both 
cStocks,  Carlin  has  reduced  his  posi- 
tions in  them. 

Other  winners  he  bought  at  the  end 
of  last  year  and  sold  a  portion  of  in 
the  first  quarter's  growth -stock  rally 
are  United  Healthcare  and  software 
manufacturer  Cadence  Design  Sys- 
tems. Among  his  losers  in  the  past 
decade  was  Endotronics,  a  hot  bio- 
technology stock  that  dropped  to 
nothing  in  1987  when  it  was  discov- 
ered that  the  company  was  exaggerat- 
ing its  sales  figures. 

As  Carlin's  favorite  growth  compa- 
nies get  expensive  again,  he  has 
switched  to  looking  for  out-of-favor 
stocks  with  turnaround  prospects. 
Recently  he  built  up  a  $6.4  million 
position  in  the  supercomputer  manu- 
facturer Cray  Research,  whose  stock  is 
off  73%  from  its  high  in  1987.  Anoth- 
er position  Carlin  is  building  is  in  the 
software  firm  Network  Systems, 
whose  first-quarter  earnings  disap- 
pointed investors.  Network  Systems 
holds  $6  a  share  in  cash,  equal  to  half 
its  stock  price. 

Carlin  has  doubled  the  position  he 
received  in  Alliant  Techsystems  when 
it  was  spun  off  to  Honeywell  share- 
holders last  October.  The  defense 
contractor  looks  cheap  at  nine  times 
earnings.  He  also  likes  North  Star 
Universal,  a  Minneapolis  holding 
company  that  owns  44%  of  Michael 
Foods,  another  one  of  Carlin's  big- 
gest holdings.  North  Star  Universal 
stock  sells  at  IIV2,  yet  its  Michael 
Foods  holdings  are  worth  $  1 6  a  share. 

Carlin  thinks  his  neighborhood - 
type  investing  has  many  advantages 
and  argues  that  his  beating  the  aver- 
ages is  no  fluke.  "Almost  everyone 
would  do  100%  better  to  invest  in 
companies  in  their  own  neighbor- 
hoods," says  Carlin.  With  local  com- 
panies, Carlin  finds,  he  can  always  find 
someone  who  is  an  employee,  a 
wholesaler  or  customer  who  knows 
something  about  how  the  company  is 
doing.  Even  talking  to  a  friend  of  .1 
friend  is  better  than  waiting  for  tin- 
research  report  from  Wall  Street .  loo 
many  other  people  read  Wall  Street 
reports.  Hi 
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PENTHOUSE  IS  A  GENERAL  MEDIA  PUBLICAIIO 
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HOT  EVERYBODY 


UHDER  A  SHEET  IN  PENTHOUSE 


IS  IN  THE 


in 


FOR  LOVE 


If  you  think  it's  love  that  makes  the  world  go 
'round,  you  don't  know  about  all  the  hate  groups 
springing  up  around  us. 

Hate  groups  like  the  Silent  Brotherhood, 
the  Aryan  Nations,  the  Skinheads,  the  National 
Association  for  the  Advancement  of  White  People 
and,  of  course,  the  ever-hateful  Ku  Klux  Klan. 

The  groups  may  vary,  but  as  Penthouse  dis- 
covered, their  thinking  is  the  same:  blacks  are 
out  to  pollute  their  blood,  Catholics  are  vassals 
of  the  Pope  and  "satanic"  Jews  are  subverting 
the  country's  banking  system,  the  government 
and  the  media. 

For  almost  a  dozen  years,  Penthouse  has 

'Leslie  Rifkm  Penthouse  Readers  per  Copy  Study  ABC  Pub  Statement  6  mos  ending  tune  1989 
'Fall  1989  MRl  Study     OBased  on  salary  levels  ot  $40,000  and  over 


been  investigating  these  groups.  Exposing  every-  college  than  Esquire  has.+ 
thing  from  their  violent  creeds  to  their  swelling  Readers  who  love  success:  A  higher  percent- 
ranks.  We've  even  interviewed  many  of  their  lead-  age  of  our  readers  are  executives  than  Playboy's 
ers,  including  David  Duke,  whose  recent  election  readers.0 


to  the  Louisiana  Legislature  sent  a  shock  wave 
across  America. 

It's  this  kind  of  investigative  reporting  that 
has  earned  Penthouse  scores  of  journalistic 
awards.  And  enables  us  to  reach  over  16.1  million 
readers  per  issue* 

Readers  who  love  knowledge:  Penthouse 
has  an  even  higher 
percentage  of  read- 
ers who  went  to 


PENTHOUSE 


And  readers  who  love  to  spend:  Lastyearthe 
readers  of  Penthouse  bought  50  billion  dollars 
worth  of  consumer  goods. 

When  you  stop  to  consider  all  this,  is  it  any 
wonder  that  our  ad  pages  went  up  174%  in  the 
past  year? 

All  these  facts  should  compel  you  to  harbor  at 
least  one  prejudice. 

A  prejudice  towards 
Penthouse. 


HHEREHOTHIrW  IS  MORE  MRKEDTHRH  THE  TRUTH 


For  a  FREE  COPY  of  the  latest  issue  send  this  ad  to:  Marcia  Schultz,  General  Media,  1965  Broadway,  2nd  Floor,  New  York,  NY  10023. 
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WE  GUARANTEE  THE  PUBLIC  INTEREST 
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BOND^IKP  AMERICANS 
STRCWG  AND  HEALTHY 

Municipal  bonds  are  not  just  sound  investments. 

Not  simply  tax-free.  They  help  keep  Americans  active  and  healthy,  by  building 

and  supporting  hospitals,  clinics  and  medical  groups. 

We're  America's  leading  insurer  of  municipal  health  care  bonds.  We  add  strength  to  bonds. 

By  staying  strong  in  our  commitment,  strong  in  our  resources. 

Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 
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Sale-leaseback  bonds  of  utilities  have  taken  it  on  the  chin 
lately.  Do  some  homework,  sort  out  the  good  credits  from 
the  bad  ones,  and  you  can  find  some  generous  returns. 

How  to  live 
with  a  SLOB 
and  be  happy 


BY  BEN  WEBEBMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


As  is  happening  with  so  many  of  the 
innovative  financing  instruments,  sale 
and  leaseback  obligations  of  electric 
utilities  have  come  under  a  cloud 
lately  as  a  result  of  real  and  threatened 
defaults. 

Yields  of  the  good  credits  have  been 
hurt  along  with  the  bad  ones.  But 
with  some  savvy  sorting,  the  good 
credits  will  give  you  some  excellent 
returns. 

What's  a  sale  and  leaseback  obliga- 
tion? They  are  created  when  a  utility, 
anxious  to  raise  cash  without  depress- 
ing its  balance  sheet,  sells  an  asset — 
usually  a  generating  facility — to  a  fi- 
nancial entity  created  especially  for 
that  purpose,  then  leases  back  the 
facility.  The  lease  payments  become 
the  security  for  the  debt.  In  some 
cases,  but  not  all,  the  asset  is  pledged 
to  collateralize  the  debt.  The  most 
common  of  these  arrangements  are 
known  as  secured  lease  obligations,  or 
SLOBs.  Others  are  secured  facility 
bonds  (sfbs),  lease  obligation  bonds 
(lobs)  and  collateralized  lease  bonds 
(CLBs). 


Standard  &  Poor's  Credit  Week  in 
a  recent  study  noted  that  sale -lease- 
back bonds  are  rated  the  same  as  the 
underlying  utility's  senior  unsecured 
debt,  or  one  notch  lower  than  first- 
mortgage  bonds,  because  they  are 
backed  by  only  one  asset,  the  leased 
facility.  First  mortgage  bonds  can  call 
on  a  variety  of  assets  if  interest  pay- 
ments aren't  made  promptly. 

In  order  to  determine  its  credit 
standing,  s&p  measures  the  sale-lease- 
back  bond  against  six  criteria.  These 
include  the  utility  lessee's  own  credit 
quality,  its  ratings,  the  asset's  fuel 
type,  its  economics  and  recent  operat- 
ing performance. 

Dan  Scotto,  senior  vice  president, 
Donaldson,  Lufkin  &  lenrette,  at 
times  a  contrarian  utility  analyst,  in- 
sists the  greatest  emphasis  should  be 
placed  on  the  economic  viability  of 
the  facility  and  the  credit  of  the  under- 
lying utility. 

Whether  an  asset  secures  the  credit 
is  not  nearly  as  important,  in  Scotto's 
opinion,  as  whether  the  lessee  can  live 
up  to  terms  of  its  rental  agreement. 
Particularly  important  to  determine  is 
whether  the  facility  is  really  necessary 
to  the  utility.  Some,  like  transmission 
lines,  clearly  are.  Examples  would  be 
the  transmission  line  sale-leasebacks 
of  Niagara  Mohawk  Power  and  Public 
Service  Co.  of  New  Mexico.  Niagara 
Mohawk  Power's  11.1s  maturing  in 
2017  trade  at  $109  to  yield  10.1%  to 
maturity.  That's  180  basis  points  bet- 
ter than  a  Treasury  of  similar  maturity 
would  yield. 

Pick  the  good-quality,  necessary 
lease  obligation  of  a  viable  electric 


utility,  Scotto  says,  and  you  get  at  least 
one-quarter  percent  more  interest 
than  on  the  first  mortgage  bond  of  the 
company.  But  with  the  widening  of 
spreads  following  the  defaults,  the 
yield  increment  against  long-term 
Treasury  bonds  for  utility  mortgage 
bonds  and  for  the  lease  obligations  is 
quite  attractive. 

Other  leased  facilities,  like  genera- 
tors, may  not  be  necessary  for  the 
operation  of  the  utilities,  depending 
on  overall  power  demand  in  a  region. 
Avoid  any  credit  associated  with  El 
Paso  Electric  or  generating  facilities 
of  Public  Service  Co.  of  New  Mexico, 
Scotto  warns. 

El  Paso  has  two  sale  and  leaseback 
facilities,  Del  Norte  Funding  Corp. 
and  El  Paso  Funding.  Del  Norte  Fun- 
ding's 11V4S  of  2014  trade  at  $90.50 
to  yield  12.5%  to  maturity;  El  Paso 
Funding's  10%s  of  2013,  which  trade 
at  $87,  also  yield  12.5%  to  maturity. 
Both  issues  are  rated  B  by  S&P.  By 
definition,  this  means  vulnerability  to 
default,  and  S&P  warns  the  credit  out- 
look is  negative.  The  Public  Service  of 
New  Mexico  lease  obligations  include 
First  pv  Funding  Corp.,  which  should 
be  avoided  because  it  represents  ex- 
cess capacity. 

Attractive  bonds  include  those  is- 
sued by  two  facilities  that  are  a  joint 
undertaking  of  Cleveland  Electric  and 
Toledo  Edison:  ctc  Mansfield  Fund- 
ing, secured  by  a  coal  facility,  is  rated 
BB1  by  Scotto  and  draws  190  basis 
points  more  than  Treasurys.  To  illus- 
trate, CTC  Mansfield  Funding's  1  lVss 
of  2016  trade  at  $108.50  to  yield 
10.18%  to  maturity. 

BB2 -rated  Beaver  Valley  Funding, 
secured  by  a  nuclear  facility,  carries  a 
250-basis-point  spread  over  a  Trea- 
sury with  a  similar  maturity.  CTC  Bea- 
ver Valley's  12s  of  2017  trade  at 
$110.25  to  yield  10  80%  to  maturity. 
Despite  their  relatively  low  credit  rat- 
ings, both  these  facilities  are  econom- 
ically viable  and  are  necessary  to  the 
operation  of  Cleveland  Electric  and 
Toledo  Edison. 

What's  the  best  way  to  analyze  a 
slob?  Think  of  it  as  looking  at  the 
value  of  a  home  and  its  underlying 
mortgage.  If  the  value  falls  well  below 
the  amount  owed  to  the  bank,  there's 
more  risk  that  the  mortgagor  will 
hand  the  keys  over  to  the  lender  and 
walk  away.  MM 
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The  market  has  spiked,  but  there  are  still 

stocks  that  are  likely  to  do  well 

from  here,  even  if  the  averages  move  sideways. 

Bounce  back 
in  value 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Is  IT  ONLY  six  months  ago  that  the 
gurus  almost  unanimously  thought 
the  sky  was  falling?  At  its  lows  in  the 
third  quarter  last  year,  the  Dow  Jones 
industrial  average  was  down  15%,  and 
other  averages  were  in  free-fall.  It 
looked  like  a  market  crisis. 

In  my  Oct.  29,  1990  column,  I 
examined  the  ten  major  postwar  crises 
and  found  such  periods  excellent 
times  to  buy  stocks.  I  found  that  the 
market  rallied  sharply  from  each  with 
an  average  gain  of  26%  from  the  bot- 
tom a  year  later.  It  happened  again 
this  time. 

What  now?  The  bounceback  since 
the  Gulf  crisis  has  been  remarkably 
similar  to  past  bouncebacks  from  cri- 
sis periods,  with  the  Dow  having  risen 
25%  by  mid- April.  I  believe  there  is 
still  plenty  of  opportunity  out  there, 
but  you  have  to  know  where  to  find  it. 

First,  along  with  the  tremendous 
rally  from  the  October  lows,  there  has 
also  been  a  significant  change  in  lead- 
ership. Before  the  rally,  investors  fear- 
ing the  oncoming  recession  concen 
tratcd  in  a  small  number  of  "high- 
visibility"  stocks  whose  earnings 
seemed    assured    in    an     economic 


downturn.  This  new  Nifty  Fifty  had 
risen  sharply  through  1989  and  1990, 
as  most  stocks  floundered.  With  the 
recession  becoming  reality,  a  major 
transition  occurred.  Investors  moved 
away  from  the  large-cap,  high-visibili- 
ty stocks  trading  at  large  premiums 
and  began  snapping  up  groups  that 
have  underperformed  badly  for  years, 
such  as  value  stocks  and  small  caps. 

This  new  leadership  gained 
strength  through  the  first  quarter. 
But  despite  these  sharp  gains,  the 
small  caps  and  value  stocks  are  still 
cheap  compared  with  the  market. 
Thus  they  should  continue  to  outper- 
form the  market  for  some  time.  To 
recall  a  parallel  situation,  remember 
that  when  the  two-tier  market  of  the 
early  Seventies  broke  down,  value 
stocks  sharply  outpaced  growth  issues 
for  a  decade. 

The  rally  from  the  October  lows 
was  spearheaded  by  the  banks  and 
other  financial  stocks  that  came  close- 
to  being  decimated  in  the  panic  of  the 
previous  months.  Bank  stocks,  for 
example,  traded  at  their  lowest  levels 
relative  to  the  market  of  the  entire- 
postwar  period.  Not  since  the  early 
1930s  had  the  survivorship  of  the 
industry  been  so  widely  questioned. 
Once  again,  selling  into  the  panic 
proved  very  costly.  But  the  banking 
industry's  outlook  and  stock  prices 
have  improved  dramatically.  They 
have  improved  because  banks  have 
been  increasing  their  capital  ratios, 
the  rate  of  real  estate  writeoffs  has 
been  decreasing  and  because  stronger 
banks  have  been  permitted  to  buy 
deposits  and  branches  from  the  PDIC 
and  RTC  at  near  giveaway  levels. 

Though  up  sharply  in  the  past  six 
months,  bank  stocks  are  still  at  large 
discounts  to  the  market  on  a  P/E  basis 


and  also  yield  50%  to  100%  more  than 
the  S&P  500.  Three  banks  to  look  at: 

BankAmerica  Corp.  (39)  is  con- 
tinuing to  look  for  low-cost  acquisi- 
tions nationwide,  bac  trades  at  a  p/e 
of  9  and  yields  3.1%. 

Bankers  Trust  NT (49)  recognized 

*its  bad  loans  much  earlier  than  most 

and  was  able  to  increase  its  dividend  in 

1990  and  again  this  year.  The  stock 
trades  at  a  P/E  of  6,  yielding  5.1%. 

Meridian  Bancorp 's  (16)  earnings 
should  improve  to  roughly  $1.80  a 
share  this  year  and  move  up  again  in 
1992.  It  trades  at  9  times  estimated 

1991  earnings  and  yields  7.3%. 

The  panic  in  the  financial  sector 
went  well  beyond  the  banks,  cutting 
down  many  first-rate  companies,  even 
though  their  prospects  continue  to  be 
good.  Some  other  financial  stocks  I 
would  look  at: 

Great  Western  Financial  (17).  Not 
all  savings  and  loans  are  rtc- bound. 
This  Los  Angeles- based  s&i.  stuck  to 
the  basics  and,  as  a  result,  will  be  one 
of  the  major  survivors.  GWF  is  acquir- 
ing deposits  of  problematical  S&Ls  at 
bargain  prices.  The  stock  trades  at  a 
p/e  of  1 1 ,  yielding  5.1%. 

H.F.  Ahmanson  (17)  is  the  largest 
domestic  thrift,  with  95  mortgage 
lending  offices  in  13  states.  Increased 
loss  provisions,  which  have  reduced 
earnings  in  the  past  two  years,  should 
begin  to  moderate  later  this  year, 
resulting  in  improving  earnings  com- 
parisons. AHM  trades  at  a  P/E  of  11, 
yielding  5.1%. 

American  General  (39)  is  a  major 
life  insurer  that  reported  strong  earn- 
ings growth  in  1990  and  is  likely  to 
have  another  up  year  in  1991.  At;c 
trades  at  a  P/E  of  8  and  yields  5.1%. 

Technology  has  been  a  more  mixed 
bag  in  this  recovery.   Compaq,  for 
example,  shot  up  32%,  to  a  high  of 
$74  in  February,  only  to  fall  back  to 
$50  on  the  report  that  second  quarter 
earnings  would  be  disappointing  be 
cause  of  the  recession  in  both  the  U.S. 
and  Europe,  price  cuts  in  some  prod 
uct  lines  and  the  stronger  dollar.  The 
stock  seems  oversold  at  current  levels. 
CPQ  tracks  at  a  r  i  of  10. 

Yes,  the  market  has  spiked,  but 
there  are  still  plenty  of  fust  rate  slocks 
around  that  have  lagged  for  years  and 
still  have  a  lot  of  catching  up  to  do, 
even  if  the  averages  move  sideways  f<>i 
a  while.  H 
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Two  advisory  services  with  good  records  have 

just  turned  bearish.  Neither  says  to  sell  everything  now, 

but  both  say  a  crash  is  becoming  more  likely. 


Troubled 
tea  leaves 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


The  Institute  for  Econometric  Re- 
search has  just  declared  that  it  is  time 
to  start  building  up  cash  in  your  stock 
portfolio.  This  represents  a  dramatic 
shift  in  outlook.  The  institute's  flag- 
ship advisory  letter,  Market  Logic 
t  edited  by  Norman  Fosback  and  Glen 
Parker),  has  over  the  last  ten  years 
rarely  been  anything  but  fully  invest- 
ed in  the  stock  market. 

Market  Logic's  model  stock  portfo- 
lio has  not  beaten  the  market  over  the 
last  1 1  years,  but  this  can  be  traced  to 
stock  selection  that  is  second  rate;  its 
record  at  market  timing  has  been 
better.  An.  investor  who  switched  into 
and  out  of  a  broadly  based  index  fund 
and  the  money  markets,  according  to 
Market  Logic's  tips,  would  have  aver- 
aged an  annual  total  return  of  15.2% 
over  the  last  IOV2  years — 1%  better 
than  the  market's  14.2%. 

So  there  is  reason  for  taking  this  sell 
signal  seriously.  As  a  market  timer, 
Market  Logic  is  one  of  the  few  I  track 
in  the  Hulbert  Financial  Digest  to 
beat  the  market  over  the  long  term. 
The  last  time  Fosback  and  Parker  built 
up  a  cash  position  was  in  April  1987, 
six  months  prior  to  the  1987  crash. 


Why  did  the  Fosback  and  Parker 
team  turn  bearish?  The  nature  of  their 
approach  does  not  allow  them  to 
point  to  any  one  indicator  that  led  to 
the  shift.  Econometrics,  after  all,  is  a 
fancy  term  for  using  a  computer  to 
analyze  historical  data  to  determine 
which  indicators  have  the  most  pre- 
dictive power,  and  how  much  weight 
to  give  those  indicators  within  a  single 
model.  Thus  the  institute  didn't  be- 
come less  bullish  because  this  or  that 
particular  indicator  turned  bearish 
but  because  of  the  interrelationships 
among  a  large  number  of  indicators. 

The  indicators  that  played  the  most 
important  role  in  the  institute's  shift 
toward  bearishness  relate  to  the  mar- 
ket's fundamentals.  Market  Logic 
points  to  high  price/earnings  ratios, 
high  price/book  ratios  and  low  divi- 
dend yields.  "Today  [these]  are  all  in, 
'or  entering,  the  danger  zone,"  argue 
Fosback  and  Parker.  Of  course,  the 
market  could  continue  upward  and 
become  even  more  overvalued.  But, 
they  say,  "even  granting  the  best  of 
circumstances,  the  upside  potential 
now  seems  limited  to  about  10%  to 
20%,"  while  the  possible  loss  is  several 
times  as  great. 

But  the  market's  deteriorating  fun- 
damentals were  not  the  only  reason 
these  two  analysts  became  more  cau- 
tious. Another  factor  was  the  behav- 
ior of  corporate  insiders.  Over  the  last 
eight  months,  for  example,  the  per- 
centage of  insiders  buying  their  com- 
panies' stocks  in  the  open  market  has 
fallen  from  90%  to  25%.  Although  this 
drop  in  itself  does  not  guarantee  that 
a  bear  market  is  imminent,  when  it 
was  combined  with  Fosback  and  Par- 
ker's other  indicators,  it  helped  to  tip 
their  model  toward  bearishness.  Top- 
ping it  off  is  the  market's  increasingly 


speculative  character.  Developments 
such  as  the  reheating  of  the  new- 
issues  business  and  the  high  propor- 
tion of  investment  advisers  who  are 
bullish  typically  occur  near  market 
tops,  they  argue. 

These  elements  combine  within 
Fosback  and  Parker's  econometric 
model  to  suggest  that  a  top  will  occur 
later  this  year,  and  that  a  long-term 
bear  market  will  ensue.  They  forecast 
that,  three  years  from  now,  the  aver- 
age New  York  Stock  Exchange  stock 
will  be  lower  than  it  is  today,  even 
after  taking  dividends  into  account. 
And  in  five  years'  time,  they  say,  the 
stock  market  will  not  have  made  it 
back  to  the  peak  it  is  likely  to  set  in  the 
next  few  months. 

To  be  sure,  this  is  just  one  econo- 
metric model,  and  the  fact  that  it  uses 
a  computer  and  analyzes  hundreds  of 
indicators  scarcely  makes  it  infallible. 
There  is  still  enormous  leeway  in  con- 
structing econometric  models,  with 
possibly  contradictory  v.nclusions 
produced  by  each.  Anothti  advisory 
letter  (Hussman  Econometrics,  edited 
by  John  Hussman)  since  1988  also 
has  been  publishing  econometric  pro- 
jections of  the  stock  market,  and  its 
forecasts  on  occasion  have  differed 
markedly  from  Market  Logic's.  While 
three  years  is  not  enough  time  to 
reach  a  firm  conclusion  on  the  relative 
merits  of  these  two  models,  the  evi- 
dence so  far  shows  that  Hussman's 
letter  has  been  more  accurate  than 
Market  Logic  in  its  3-,  6-  and  12- 
month  projections  of  the  market. 

The  bulls  will  gain  little  solace  from 
the  fact  that  Fosback  and  Parker's 
econometric  model  is  not  infallible, 
however,  because  right  now  Huss- 
man's model  paints  a  picture  that  is 
remarkably  similar  to  Market  Logic's. 
Like  Market  Logic's,  Hussman's 
model  also  projects  ..hat  a  bull  market 
top  will  occur  later  this  year.  And 
recently  Hussman  advised  his  sub- 
scribers to  be  ready  to  get  out  of 
stocks  altogether  by  November,  and 
to  be  prepared  to  position  themselves 
short  the  market  by  early  1992. 

Thus,  at  least  two  sophisticated 
econometric  models  are  unified  in 
sounding  a  note  of  caution  amid  the 
euphoria  of  the  dji's  brief  move  above 
the  3000  level.  They  both  believe  the 
market's  potential  losses  far  outweigh 
its  probable  gains.  M 
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We  spent  20  years  piling  up  debts.  We 
1990s  bringing  the  pile  back  to  normal 

Now  for  the 
hangover 


spend  the 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


Big  departures  from  historical  expe- 
rience are  always  suspect.  The  unprec- 
edented leap  in  U.S.  borrowing  in  the 
1970s  and  1980s  was  such  a  depar- 
ture. So  pay  attention  to  it. 

The  graph  on  this  page  shows  what 
happened.  It  updates  my  Ph.D.  dis- 
sertation work  at  Stanford  University 
in  the  early  1960s,  and  shows  the  ratio 
of  net  financing  by  all  nonfinancial 
sectors  to  gnp.  (Financial  institutions 
like  banks  are  excluded  since  they 
simply  borrow  and  relend  as  interme- 
diaries. Included  are  all  the  net  bor- 
rowing and  corporate  equity  issuing 
by  governments,  nonfinancial  busi- 
nesses and  consumers.) 

Note  what  the  graph  shows:  Ex- 
cepting the  two  world  wars  and  the 
Depression,  the  amount  of  net  new 
money  needed  to  finance  the  econo- 
my and  its  growth  was  amazingly 
stable  relative  to  its  size  in  the  1897- 
1969  period.  But  look  at  the  rapid 
climb  in  the  1970s  to  record  peace- 
time levels — which  were  in  turn 
topped  in  the  1980s.  Why? 

Inflation  and  shortage  fears  in  the 
early  1970s  led  to  inventory  accumu- 
lations, which  took  gobs  of  money. 


Then  debt -finance  speculation  in 
farmland  shot  up.  The  second  oil 
shock  in  1979  spawned  huge  borrow- 
ing for  oil  and  oil  state  real  estate.  All 
these  speculative  activities  ended  in 
disaster  by  the  early  1980s.  Did  that 
deter  lenders  or  borrowers?  Hell,  no! 
By  the  beginning  of  the  last  decade, 
virtually  all  those  who  remembered 
the  financial  bloodbaths  of  the  1930s 
were  dead  or  out  to  pasture.  Fear  was 
out,  taking  big  risks  was  in.  And  there 
were  lots  of  opportunities  for  both 
lenders  and  borrowers.  The  Reagan 
Administration  essentially  closed  the 
antitrust  division  and  opened  the 
gates  to  any  and  all  mergers,  lbos 
flourished  and  sucked  in  almost  limit- 
less funds,  s&ls  were  deregulated,  but 
federal  deposit  insurance  continued, 
so  S&ls  borrowed  big  bucks  from 
depositors  to  invest  in  questionable 
real  estate.  The  very  liberal  deprecia- 
tion rules  in  the  1981  Tax  Act,  plus 
widespread  belief  in  permanendy 
high  inflation,  spawned  all  manner  of 


Debt  explosion 

Net  changes  in  total  nonfinancial 
debt  plus  equity  as  a  percent  of  GNP 
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Since  1970  the  growth  in 
new  financial  borrowing 
has  exceeded  all 
previous  records. 


tax-shelter-related  and  other  borrow- 
ing-financed commercial  real  estate 
and  multifamily  housing  deals. 

The  federal  government  also  bor- 
rowed profusely  in  the  1980s  to  fi- 
nance frightening  deficits  that  sprang 
cfrom  the  1981  tax  cuts  and  mush- 
rooming defense  spending.  Consum- 
ers went  on  a  borrowing  binge  to 
finance  life -styles  they  could  no  long- 
er afford  but  didn't  want  to  give  up. 

With  heavy  outside  financing  by  all 
sectors  in  the  1980s  and  little  saving, 
foreigners  provided  the  funds.  In  the 
1970-90  years,  net  financing  at  14.5% 
of  gnp  was  56%  above  the  long-run 
average  of  9.3%;  with  a  15.7%  ratio  in 
the  1980s  expansion,  it  was  69% 
above  the  norm. 

It's  ending  now.  Financial  disasters 
with  s&Ls,  real  estate,  insurance  com- 
panies and  banks  have  put  the  fear  of 
God  into  both  lenders  and  borrowers. 

But  don't  conclude  that  all  is  now 
normal  and  copacetic.  Although  net 
new  financing  relative  to  gnp  is  ap- 
proaching the  long-run  average,  out- 
standing debt  is  still  out  of  line.  The 
ratio  of  nonfinancial  corporate  debt 
to  sales  is  60%  above  the  1960s  level. 
Household  debt  relative  to  aftertax 
income  is  50%  higher  than  20  years 
ago,  and  rose  twice  as  fast  as  net  worth 
in  the  1980s.  Since  the  mid-1970s 
federal  debt  has  risen  from  25%  of  gnp 
to  47%.  To  cut  these  abnormal  levels 
of  debt,  net  new  financing  will  need  to 
be  very  low,  even  negative,  for  years. 

This  will  be  tough  to  do,  at  least  in 
an  orderly  way.  Some  LBOs  are  being 
restructured,  but  many  are  hopeless 
basket  cases.  The  s&ls  and  many 
banks  are  financial  wards  of  the  gov- 
ernment, and  many  tax  shelters  are 
unlikely  to  ever  see  the  light  of  anoth- 
er solvent  day.  The  postwar  boom  in 
housing  prices  is  over  (see  my  Feb.  1 9, 
1990  column),  so  growth  will  no 
longer  build  consumer  assets.  Federal 
surpluses  remain  a  pipe  dream. 

The  problems  of  excessive  debt, 
particularly  in  the  private  sector, 
could  be  solved  in  the  time  honored 
tradition — through  bankruptcies  and 
writeoffs.  Bailouts  and  good  luck  m.n 
prevent  these  catastrophes,  hut  it  will 
take  the  balance  of  the  1990s  to  work 
off  the  stratospheric  debt  left  from  the 
financing  excesses  of  the  last  two  dt 
cades.  Don't  look  for  a  quick  solu 
tion — unless  it's  traumatic,  ■ 
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There  are  four  essential  conditions  for  economic 
progress.  None  of  them  obtain  yet  in  the  Soviet  Union, 

The  Soviet 
Disunion 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


Karl  Marx  once  complained  that 
"the  more  industrious  a  Russian  peas- 
ant is,  the  more  he  is  exploited  by  the 
state."  He  was,  of  course,  describing 
Czarist  Russia.  But  he  could  equally 
have  been  describing  the  present-day 
Soviet  Union  (see  also  p.  96). 

If  the  Kremlin  wants  to  undo  the 
injustices  and  inefficiencies  of  the  old 
Soviet  state,  it  is  going  about  it  in  all 
the  wrong  ways. 

There  have  always  been  four  abso- 
lutely essential  foundations  of  prog- 
ress in  any  economy:  1)  secure  legal 
rights  to  own  and  sell  at  least  some 
forms  of  property;  2)  a  currency  of 
reasonably  predictable  value  that  is 
accepted  6ver  a  wide  area;  3)  a  tax 
system  that  yields  adequate  revenue 
over  time  without  undue  damage  to 
the  incentives  of  workers  and  entre- 
preneurs; and  4)  minimal  restrictions 
on  entry  of  new  competitors  into 
most  lines  of  business,  which  requires 
minimal  barriers  to  imports. 

The  Soviet  Union  has  been  back- 
sliding in  every  one  of  these  key  areas. 
There  has  been  whimsical  confisca- 
tion of  property  and  cash,  rationalized 
as  punishing  "speculation"  (that  is, 
free  enterprise);  prohibitive  tariffs  and 
abuse  of  the  monetary  printing  press- 


es to  bail  out  notoriously  wasteful 
state  monopolies;  and  a  flood  of  new 
taxes  piled  on  top  of  already  confisca- 
tory levies. 

Myopic  Soviet  officials  have  com- 
pletely ignored  incentives  to  produce. 
Instead,  they  mainly  complain  about  a 
so-called  overhang  of  money  that  is 
simply  the  flip  side  of  a  huge  overhang 
of  real  assets  the  government  refuses 
to  sell.  The  ridiculous  idea  that  rubles 
could  somehow  be  made  more  valu- 
able by  confiscating  50-  and  100- 
ruble  notes  shows  the  pernicious  con- 
fusion sown  by  naive  monetarism. 

It  is  instructive  that  Soviet  officials 
have  seriously  debated  whether  "en- 
couraging cooperative  enterprises" 
meant  they  should  be  taxed  at  a  60% 
rate  or  at  90%.  Even  at  the  lower  level, 
such  tax  rates  discourage  efficiency 
and  enterprise. 

»  The  state  still  has  a  protected  mo- 
nopoly over  most  manufactured 
goods.  So  it  sets  prices  of  such  goods 
ridiculously  high,  trying  to  extract 
money  from  consumers.  Look  at  the 
tariffs  needed  to  insulate  state  mo- 
nopolies from  competition:  200%  to 
250%  on  clothing,  furniture,  cameras 
and  computers;  500%  to  600%  on 
calculators,  umbrellas  and  vcrs. 

What  these  formidable  tariffs  tell  us 
is  that  Soviet  prices  for  many  consum- 
er goods  are  at  least  three  to  six  times 
as  high  as  they  would  be  in  a  reason- 
ably open,  competitive  market. 

Massive  state  monopoly  profits  and 
sales  taxes  on  manufactured  goods 
finance  Moscow's  bloated  bureaucra- 
cy and  the  parasitic  military-industrial 
complex.  The  only  important  price 
that  is  artificially  low  is  the  price  of 
labor,  leaving  demoralized  workers 
underpaid  for  what  they  produce  and 
overcharged  for  what  they  buy. 

The  huge  wedge  between  arbitrari- 


ly low  wages  paid  by  state  enterprises 
and  inflated  monopoly  prices  paid  by 
consumers  is  euphemistically  called  a 
"turnover  tax."  In  January  the  rest- 
less republics  gained  control  over  this 
hidden  tax,  which  may  well  entice 
republican  governments  to  perpetu- 
ate this  destructive  instrument  of 
mass  exploitation.  Meanwhile,  the 
loss  of  turnover  tax  revenue  left  the 
central  government  mainly  depen- 
dent on  grants  from  the  republics, 
plus  tariffs.  The  republics  are  under- 
standably reluctant  to  pay  for  an  army 
that  threatens  them,  and  prohibitive 
tariffs  always  generate  more  smug- 
gling than  revenue. 

So  Moscow  keeps  paying  many  of 
its  lavish  armament  bills,  and  those  of 
grossly  inefficient  state  enterprises,  by 
printing  more  money.  The  resulting 
inflation,  in  turn,  forces  the  republics 
toward  autarky,  to  insulate  them- 
selves from  Moscow's  funny  money. 

The  Soviet  Disunion  may  yet  sur- 
vive as  a  useful  common  market  if  the 
Kremlin  simultaneously  eliminates 
both  subsidies  and  overcharges.  A 
greatly  slimmed-down  central  gov- 
ernment would  also  have  to  cut  tariffs 
to  no  more  than  30%,  to  bring  prices 
down  and  the  real  value  of  rubles  up. 
The  ruble  might  then  be  made  con- 
vertible into  a  hard  currency  or  gold. 
But  these  sorts  of  reforms  would 
mean  surrendering  enormous  bu- 
reaucratic power  and  privileges,  let- 
ting citizens  decide  who  shall  produce 
what  for  whom. 

Friedrich  Engels  explained  the  de- 
cline of  the  Roman  Empire  in  ways 
that  perfecdy  describe  the  current  col- 
lapse of  the  Soviet  empire: 

"The  Roman  State  had  become  a 
huge,  complicated  machine,  exclu- 
sively for  bleeding  its  subjects.  Taxes, 
state  imposts  and  tributes  of  every 
kind  pressed  the  mass  of  the  people 
always  deeper  into  poverty;  the  pres- 
sure was  intensified  until  the  exac- 
tions of  governors,  tax  collectors  and 
armies  made  it  unbearable.  .  .  .  The 
more  the  empire  declined,  the  higher 
rose  the  taxes  and  levies,  the  more 
shamelessly  the  officials  robbed  and 
extorted." 

Fixing  the  Soviet  economy  does 
not  require  more  expert  bureaucrats 
to  "plan"  the  markets.  It  just  requires 
an  end  to  shameless  robbery  and  ex- 
tortion of  farmers  and  workers.      Hi 
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Advice  to  home  buyers:  Buy  now. 

Advice  to  investors:  Buy  selected  housing  stocks  now. 

The  turnaround 
is  at  hand 


BY  CHARLES  E.  BABIN 


Charles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc.,  an  investment 
management  firm  in  Boston. 


Official  1990  statistics  confirmed 
what  everyone  interested  in  housing 
already  knew:  Residential  investment 
contracted  for  the  third  consecutive 
year,  down  5.3%  after  adjusting  for 
inflation.  Even  casual  observers 
couldn't  fail  to  notice  a  landscape 
dotted  with  "For  Sale"  signs. 

The  housing  slump  has  been  trau- 
matic for  homeowners,  but  for  the 
home  building  industry,  its  lenders 
and  suppliers,  it  has  been  a  near  death- 
blow. Many  of  them,  even  some  once- 
mighty  banks  and  s&i,s,  will  never 
recover.  The  problems  are  now  strain- 
ing FDIC  resources  and  bloating  the 
federal  budget  deficit. 

Fortunately,  there's  good  reason  to 
believe  1991  will  mark  the  turning 
point  for  housing. 

To  assess  the  chance  of  a  recovery, 
it's  important  to  identify  the  reasons 
for  the  housing  downturn.  Perversely, 
President  Reagan's  tax  cuts  contrib- 
uted to  the  problem  by  reducing  the 
government's  share  of  the  housing 
bill  (see  my  Sept.  9,  1985  column). 
Since  housing  costs  are  largely  tax- 
deductible,  they  are  federally  subsi- 
dized. A  cut  in  income  tax  rates  re- 
duces the  subsidy.  In  the  old  tax 
world  with  a  dozen  or  so  brackets  and 
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a  top  rate  of  70% — the  maximum 
when  Reagan  took  rein  of  tax  policy — 
the  potential  benefit  was  substantial. 
As  homeowners  crept  up  the  tax 
curve,  so  too  did  their  tax  subsidy. 
Tax  reform  changed  all  this. 

The  value  of  any  tax  deduction  is 
tied  to  marginal  tax  rates.  The  higher 
the  rate,  the  bigger  the  break.  When 
President  Reagan  condensed  the  tax 
tables  to  three  megabrackets,  with  a 
maximum  rate  of  33%,  the  effect  was 
to  dramatically  reduce  the  housing 
subsidy,  thereby  shifting  more  of 
the  burden  to  homeowners.  For 
housing    to    remain    "affordable," 


The  affordability  formula 

1980 

1990 

Median-price  single-family 

$62,200 

$95,500 

less:  20%  down  payment 

-12,440 

-19,100 

equals:  mortgage  amount 

49,760 

76,400 

Initial-year  payments 

interest1 

6,435 

7,652 

real  estate  taxes2 

1,555 

2,388 

less:  tax  savings3 

-1,743 

-1,506 

equals:  aftertax  interest  & 

real  estate  tax  costs 

6,247 

8,534 

plus:  principal  payments 

147 

421 

equals:  aftertax  housing  costs 

6,394 

8,955 

Median  family  income 

21,023 

35,581 

less:  tax  liability3 

-1,248 

-2,399 

equals:  aftertax  income 

19,775 

33,182 

Aftertax  housing  cost  as  a 

32% 

27% 

percent  of  aftertax  income 

'Approximate  30-year  fixed  rate:  198C 

)=12.95% 

1990=10.04%.    'Figured  at  2.5%  of  market 

value.    'Imputed  from  appropriate-year  tax  tables. 

Source:  National  Association  of  Realtors. 

Affording  a  home  should  be 
easier  because  of  stabilized 
prices,  falling  interest  rates  and 
a  waning  recession. 


something  had  to  give  .  .  .  and  did. 

The  all-important  fixed-mortgage 
rate  drifted  downward  from  nearly 
13%  in  1980  to  around  10%  last  year. 
And  it  didn't  stop  there.  Today's 
mortgage  rate  hovers  around  9.5%. 

Home  prices  came  under  pressure, 
,  too.  According  to  the  National  Asso- 
ciation of  Realtors,  the  median  price 
of  existing  single-family  homes  in- 
creased only  2.6%  in  1990 — to 
$95,500 — the  smallest  annual  gain 
since  the  1982  recession.  Meanwhile, 
median- family  incomes  grew  some 
4%,  despite  the  economic  slowdown. 

The  bottom  line  on  affordability  is 
immediately  apparent  from  the  table 
below.  Decelerating  home  prices  and 
lower  interest  rates,  coupled  with  ris- 
ing aftertax  incomes,  have  all  worked 
to  enhance  the  ability  of  income  earn- 
ers to  afford  home  ownership.  As 
shown,  the  ratio  of  aftertax  housing 
costs  to  aftertax  income  in  1990 
dropped  well  below  its  1980  level. 

Unfortunately  for  the  industry,  the 
economy  slumped  just  as  the  afforda- 
bility formula  improved.  Home  buy- 
ers worried  about  job  security  aren't 
likely  to  jump  into  the  market.  But 
here,  too,  the  news  is  encouraging. 
The  statistical  relationship  between 
interest  rates  and  housing  activity  that 
pinpointed  1991  as  the  turnaround 
year  for  housing  (see  my  Sept.  18,  1989 
column)  is  now  signaling  a  boom. 
Residential  investment  in  1992  could 
rebound  more  than  15%  from  this 
year's  level  in  real-dollar  terms. 

All  factors  suggest  that  the  stage  is 
set  for  recovery.  Preliminary  figures 
indicate  that  house  prices  in  1991 
have  actually  dipped  below  their  year- 
ago  levels;  good  news  for  buyers  and 
developers  looking  to  liquidate  over 
hanging  inventories. 

So,  how  can  investors  play  the 
housing  cycle?  Richard  Billy,  an  ana- 
lyst at  Prudential  Securities,  recom- 
mends Whirlpool  (32),  estimating 
that  the  company's  1992  earnings  per 
share  could  nearly  double  to  $2.60 — 
not  bad  for  an  issue  yielding  3.7%. 

George  Eialoul&kos  of  Dain  Bos 
worth  is  high  on   Weyerhaeuser  (27) 
and   sees   increased   earnings   arising 
from  its  strong  timber  resources,  posi 
five  management  changes  and  COSl 
reduction  programs.  VVhat\  moie,  its 
stock  yields  4.8%,  and  \vv  has  not  Oil 
its  dividend  in  postwar  historj       ■ 
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ASHLAND  OIL,  INC.  N 

Ashland  Oil  Signs  Agreement 

to  Acquire  The  Permian  Corporation 

Ashland,  Ky.,  April  29,  1991— Ashland  Oil,  Inc.  (NYSE: 
ASH)  announced  today  that  it  has  signed  an  agreement  to 
acquire  The  Permian  Corporation  from  National  Intergroup, 
Inc.  (NYSE:NII)  for  $75  million  in  cash  and  2.2  million  shares 
of  Ashland  common  stock  which  has  a  value  of  approximately 
$75  million  based  upon  the  closing  price  for  the  company's 
stock  on  Friday,  April  26,  1991.  Ashland  will  also  assume 
approximately  $83  million  in  debt. 

The  purchase,  which  is  expected  to  be  completed  within  90 
days,  is  subject  to  receipt  of  government  approvals  and  the 
completion  of  customary  closing  considerations. 

Permian,  based  in  Houston,  Texas,  is  one  of  the  largest 
independent  gatherers  and  marketers  of  crude  oil  in  the 
United  States  with  sales  estimated  for  its  fiscal  1990  of 
approximately  $2.5  billion.  The  company  has  over  1,000 
employees  engaged  in  transporting,  trading  and  marketing 
crude  oil  in  15  states.  The  company  operates  4,600  miles  of 
active  pipelines,  numerous  storage  terminals  and  a  fleet  of 
450  trucks. 

Ashland  has  been  prominent  in  the  crude  oil  gathering  and 
marketing  business  since  its  1982  acquisition  of  Scurlock 
Oil,  which  is  also  based  in  Houston. 

"The  combination  of  Scurlock  and  Permian  significantly 

improves  our  ability  to  serve  our  customers  and  to  secure 

additional  volumes  of  domestic  crude  oil  for  our  refining 

'  operations,"  said  John  R.  Hall,  Ashland  chairman  and  chief 

executive  officer. 

"A  combined  Scurlock  and  Permian  will  have  access  to 
over  41,000  crude  oil  producing  leases  and  will  gather  about 
400,000  barrels  of  domestic  crude  oil  per  day,"  he  said.  "In 
addition,  we  expect  that  there  will  be  considerable  operating 
efficiencies  due  to  the  combination  of  the  two  companies." 

Hall  also  said  that  during  1991  Ashland  expects  to  sell 
approximately  $100  million  in  assets  that  are  not  related  to 
its  core  businesses  as  part  of  its  continuing  asset  disposition 
program.  Funds  from  this  program  will  be  used  to  reduce 
debt.  As  a  result,  this  transaction  should  not  have  a 
significant  impact  on  Ashland's  balance  sheet. 

Ashland  Oil  is  the  nation's  56th  largest,  publicly  held 
industrial  corporation.  The  diversified  energy  corporation  is 
engaged  in  petroleum  refining,  transportaiton  and  market- 
ing; retail  gasoline  marketing;  motor  oil  marketing;  chemi- 
cals; coal;  highway  construction;  and  oil  and  gas  exploration 
and  production. 

(Contact:  Roger  Schrum,  Media  Relations,  Ashland  Oil 
Inc.,  Ashland,  Ky.  41114.  Phone:  (606)  329-4061.) 

AMETEK.  INC.  N 

NEW  BUSINESSES  ADO  TO  AMETEK  SALES 
Wilmington,  DE,  April  23,  1991— AMETEK,  Inc.  (nyse-AME) 
reported  today  that  its  first  quarter  sales  reached  $179.2 
million,  reflecting  increases  from  recently-acquired  instru- 
ment and  electric  motor  businesses.  The  diversified  industri- 
al manufacturer  said  that  it  earned  $8.6  million  or  20  cents 
per  share  in  the  three  months  ended  March  31, 1991.  In  the 
first  quarter  of  1990,  the  company  earned  $9.8  million  or  22 
cents  per  share  on  sales  of  $168.9  million. 

AMETEK's  management  told  stockholders  at  the  compa- 
ny's sixtieth  annual  meeting  in  Wilmington,  Delaware  today 
that  its  lower  first  quarter  earnings  resulted  when  several  of 
its  core  businesses  found  demand  slowing  toward  the  end  of 
the  quarter.  The  company's  president  said  an  expected  pick- 
up in  March  sales  failed  to  materialize  and  the  negative 
effect  of  a  strengthening  dollar  on  export  profits,  as  well  as 
higher  net  interest  expenses,  combined  to  reduce  earnings  in 
the  period. 

"While  we're  disappointed  with  the  earning  results,  we're 


also  gratified  with  the  performance  of  most  of  AMETEK's 
divisions  in  the  face  of  a  very  weak  economy,"  president  and 
chief  executive  officer  Walter  E.  Blankley  told  stockholders. 
Questioned  about  the  company's  first  quarter  performance, 
Blankley  reported  that  AMETEK's  Precision  Instruments 
group's  sales  increased  by  more  than  ten  percent  in  the 
quarter,  with  the  gain  coming  about  equally  from  internal 
growth  and  two  instrument  businesses  acquired  last  year. 
"The  Precision  Instruments  group  continues  to  be  the 
company's  largest  business  segment,"  Blankley  said,  "and  I 
have  confidence  that  this  group  will  lead  the  company 
through  a  strong  recovery  in  the  second  half  of  this  year." 

"With  the  addition  of  two  instrument  lines  which  we 
purchased  from  Du  Pont  last  year,  plus  last  week's  acquisi- 
tion of  Jofra  Instruments  in  a  suburb  of  Copenhagen, 
Denmark  which  gives  us  leadership  in  both  pressure  and 
temperature  calibration  systems,  AMETEK's  Precision  Instru- 
ments group  should  do  quite  well  this  year.  Profitability 
should  improve  through  the  year,"  Blankley  added,  "and 
we're  now  seeing  some  evidence  of  an  upturn  in  demand  for 
heavy  truck  instrument  systems,  projected  for  the  second 
half,  which  would  have  a  very  positive  effect  on  the  year's 
results." 

On  April  15,  AMETEK  announced  that  it  had  completed  the 
purchase  of  privately-owned  Jofra  Instruments  A.S.  in  Farum, 
Denmark,  for  an  undisclosed  amount  of  cash.  The  worldwide 
leader  in  temperature  calibration  equipment,  Jofra  Instru- 
ments has  approximately  one  hundred  employees  in  Denmark 
and  the  United  States.  AMETEK's  Mansfield  &  Green  divison, 
a  leading  producer  of  pressure  calibration  equipment,  will 
work  closely  with  Jofra.  With  this  acquisition,  the  FORTUNE 
500  industrial  manufactruer  plans  to  expand  the  combined 
marketing  of  both  pressure  and  temperature  calibration 
systems  in  U.S.  and  Europe. 

For  the  three  months 


Sales 

r  Net  income 
Earnings  per  share 
Dividends  per  share 
Average  shares  outstanding  43,769.722  44,268,172 

In  the  last  four  consecutive  quarters,  AMETEK  has  reported 
earnings  of  $.83  per  share. 

(Contact:  Darrah  Ribble,  AMETEK,  Inc.  Station  Square  Two, 
Paoli,  PA  19301  Phone  (215)  647-2121.) 

SAVANNA  RESOURCES,  LTD.  Alb. 

COMPANY  UPDATE 

CALGARY,  ALBERTA,  April  30— Savanna  Resources  Ltd., 
(Alberta  Stock  Exchange  Symbol:  SV),  reports  major  property 
developments. 

Cominco  American  Resources  Incorporated,  operator  of 
the  joint  venture  on  Savanna's  Turner-Albright  gold/zinc/ 
copper/cobalt  property  located  in  southwestern  Oregon  has 
identified  a  number  of  additional  electro-magnetic  conduc- 
tors in  the  vicinity  of  and  similar  to  the  conductor  coincident 
with  the  known  deposit.  The  new  targets  greatly  expand  the 
property's  potential  beyond  its  current  4,000,000  ton  drill- 
indicated  reserves  containing  some  400,000  ounces  gold, 
1,600,000  ounces  silver,  100,000,000  pounds  copper  and 
240,000,000  pounds  zinc.  Follow-up  diamond  drilling  is 
scheduled  to  commence  shortly.  After  earn-in,  Savanna  will 
retain  a  50%  working  interest  in  this  property. 

Cyprus  Metals  Exploration  Corporation,  operator  of  the 
joint  venture  on  Savanna's  Santa  Rosa  zinc/silver/copper/ 
gold  property  near  Lone  Pine,  California  has  completed  its 
first  phase  of  exploration,  which  included  six  diamond  drill 
holes,  all  of  which  encountered  zinc  mineralization.  A  105 
foot  intersection  grading  10%  zinc,  2%  lead  and  2.6  ounces 
silver  per  ton  was  obtained  in  one  hole,  confirming  the 
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property's  potential  for  developing  substantial  zinc  reserves. 
A 15  foot  intersection  in  the  last  hole  graded  3.7%  zinc,  1.8% 
lead,  2.3%  copper,  0.35  ounces  gold  per  ton  and  35  ounces 
silver  per  ton,  indicating  that,  in  addition  to  zinc,  the  property 
holds  interesting  precious  metal  potential.  Detailed  geophys- 
ics currently  underway  will  be  followed  by  a  second  phase  of 
diamond  drilling.  Savanna  will  retain  a  25%  working  interest 
after  earn-in. 

A  joint  venture  agreement  that  will  give  a  major  gold 
producer  the  right  to  earn  an  undivided  interest  in  Savanna's 
Gilbert  gold  property  near  Tonopah,  Nevada  by  completing  an 
exploration  and  development  program  on  the  property  is 
under  negotiation. 

On  the  recommendation  of  consultant,  James  Dixon,  co- 
discoverer  of  the  Kettle  River  gold  deposit,  Savanna  has 
recently  acquired  a  50%  interest  in  a  5800  acre  block  of 
claims  controlling  some  ten  miles  of  strike  on  the  Carlin-like 
Hannapah  gold  belt  east  of  Tonopah.  Widespread  gold 
mineralization  occurs  throughout  the  claim  block  including  a 
30  foot  drill  intersection  grading  0.704  ounces  gold  per  ton  at 
a  depth  of  80  feet.  A  joint  venture  is  being  set  up  to  explore 
and  develop  this  property. 

COMPANY  DATA 

Incorporated:  March  26, 1957 

Shares  Authorized:  Unlimited 

Shares  Outstanding:  34,747,601 

Estimated  Float:  20,000,000 

Recent  Price:  C$0.65 

1990/91  Trading  Price:  C$0.20-C$0.89 
(Contact:  John  M.  Alston,  President,  Savanna  Resources 
Ltd.,  540  Fifth  Avenue,  SW,  Suite  810,  Calgary,  Alberta, 
Canada  T2P  0M2,  Tel:  (403)  269-5369  or  Patrick  Heaney,  Tel: 
(604)  732-0990.) 

YORK  RESEARCH  CORPORATION  0 

Reports  Sharp  Increases  In  Second  Quarter 
And  First  Half  Revenues  And  Earnings 

NEW  YORK,  N.Y.,  Apr.  25— York  Research  Corporation 
(NASDAQ  Symbol:  YORK)  announced  increased  sales  and 
earnings  for  the  second  quarter  and  six  months  ended  March 
31,1991. 

In  the  fiscal  1991  second  quarter,  net  income  rose  70% 
and  earnings  per  share  50%  on  a  15%  increase  in  shares 
outstanding.  Net  income  for  the  six  month  period  more  than 
doubled  and  per  share  earnings  increased  88%  as  compared 
to  the  prior  year. 

York  Research  Corporation  develops  cogeneration  facili- 
ties principally  in  the  northeastern  United  States. 

YORK  RESEARCH  CORPORATION 

OPERATING  RESULTS 

(Unaudited) 

6  Mos.  Ended  3  Mos.  Ended 

March  31  March  31 

19i'  1990  1991  1990 

Total  Revenues  $22,158,620  $5,192,675  $11,547,780  $3,051,302 

Income  from  Continuing 

Operations  before 

income  taxes  7,199,387     2,293,120     3,713.473     1,512,632 

Income  from  Continuing 

Operations  after 

income  taxes  4,319,632     2,065,754     2,228,084     1,300,778 

Net  income  4,363,382     2,025,700     2,276,648     1,335,593 

Income  per  common  and 

common  equivalent 

share,  primary: 

Continuing  operations       $0.47  $0.25  $0.23  $0  16 

Discontinued 

operations  $0.00  $0.00  $0.01  $0.00 

Net  income  per  common 

share,  primary:  $0.47  $0  25  $0.24  $0 .16 

Weighted  average  number  of 
common  and  common 

equivalent  shares  9,208,920     8,152,895     9,650.407     8,371,781 

Contact:  Susan  Beningson,  Director,  Corporate  Communi- 
cations, York  Research  Corporation,  280  Park  Avenue,  Suite 
2700  West,  New  York,  N.Y.  10017.  Phone:  (212)  557-6200.) 


For  advertising  information  please  call  Sarah  Madison  (505)  275-1282  or  Virginia  Carroll  (212)  620-2339. 


CAPITAL  MARKETS 


MONEY  &  INVESTMENTS 


Here's  a  gilt-edged  short-term  investment 
that  earns  more  than  U.S  Treasury 
bills:  the  Japanese  money  market. 

Ten  for  yield 


BY  MATTHEW  WINKLER 


Matthew  Winkler  is  editor-in-chief 
of  Bloomberg  Business  News. 


When  almost  everyone  seems  to  like 
the  dollar  and  U.S.  bonds,  take  a  look 
at  Japan's  money  market. 

Short-term  yen  rates,  which 
seemed  destined  to  be  lower  than 
U.S.  T  bills  and  bank  CDs  for  the  rest 
of  the  decade,  now  in  fact  are  higher. 

"I  can't  remember  any  time  in  the 
last  decade  when  Japanese  rates  were 
consistently  higher  than  U.S.  rates," 
says  Daniel  Silagi,  the  international 
economist  at  Stone  &  McCarthy  Re- 
search Associates. 

Combine  that  with  the  outlook  for 
the  dollar,  and  the  Japanese  play  may 
make  a  lot  of  sense.  Right  now  curren- 
cy and  interest  rates  say  the  dollar  is 
going  only  higher.  But  they  suggest 
the  opposite  a  year  from  now.  Even 
the  euphoria  from  the  U.S.  victory  in 
the  Persian  Gulf  war — an  event  many 
expected  to  lift  the  U.S.  out  of  reces- 
sion— is  evaporating. 

While  no  strategy  is  free  of  pitfalls, 
this  one  probablv  has  about  as  much 
risk  as  buying  a  30-year  Treasury 
bond  or  some  IBM  stock.  The  poten- 
tial return  is  in  double  digits.  Profes- 
sional investors  made  a  bundle  buying 
foreign  bonds  during  the  past  decade 
because  they  received  the  benefit  of 
interest  income  and  currency  gains. 

Well-capitalized  individuals,  will- 
ing to  shell  out  about  $50,000,  can 
do  the  same  if  they  keep  their  invest 
ment  period  to  a  year  or  so  and  pick  a 


security  that  has  no  perceived  credit 
risk.  These  include  AAA-rated  bank 
deposits,  government  bills  and  prox- 
ies on  these  investments,  such  as  a 
variety  of  yen-denominated  futures 
contracts  available  on  U.S.  ex- 
changes. With  futures,  it's  better  to 
have  a  cushion  so  that  price  gyrations 
don't  trigger  a  margin  call. 

Buying  yen  deposits  isn't  that  diffi- 
cult. Merrill  Lynch,  for  example,  pro- 
vides such  services  through  its  inter- 
national bank  affiliate.  On  Apr.  29, 
one  could  have  bought  1  million  yen 
worth  of  7%  CDs  at  an  exchange  rate  of 
138.25  yen  to  the  dollar.  If  we  expect 
the  dollar  to  weaken  to  126.50  yen  a 
year  later,  our  $7,233  investment  will 
be  worth  $8,460  next  Mav.  That's  a 
return  of  16.68%,  or  $1,226.74. 

The  Japanese  money  market  isn't 
the  sleeper  it  used  to  be.  In  May  1989 
a  one -year  Japanese  bank  certificate  of 
deposit  provided  an  annual  yield  of 
5.31%,  while  a  corresponding  Euro- 
dollar deposit  provided  9.68%.  That's 
more  or  less  the  relationship  that  per- 
sisted throughout  the  1980s.  Last 
August,  for  the  first  time  in  memory, 
financial  history  was  stood  on  its  head: 
Japanese  CDs  showed  an  annual  yield 
of  8.26%,  while  Eurodollars  yielded 
8.08%  annually.  So  far  this  year,  the 
spread  has  fluctuated  between  45  ba- 
sis points  and  67  basis  points  in  favor 
of  yen  deposits,  according  to  Bloom- 
berg Financial  Markets. 

The  recent  correlation  between  the 
dollar  and  the  U.S.  economy  is  well 
known.  Between  December  1988 
and  April  1990  the  dollar  climbed 
irregularly,  to  159.4  yen  from  125.2 
yen.  When  a  U.S.  recession  surfaced  a 
year  ago,  the  dollar  nose-dived. 

Does  the  dollar's  rebound — to  al- 
most 140  yen  today  from  128  yen  in 
January — suggest  the  currency  mar- 
ket is  jumping  the  gun  on  an  immi- 
nent U.S.  economic  recovery?  Proba- 
bly. While  the  Conference  Board's 
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consumer  confidence  gauge  eased  to 
79.2  in  April  from  80  in  March,  the 
economy  remains  pockmarked. 

Does  that  strengthen  the  case  for 
Japanese  CDs,  even  as  U.S.  rates  head 
lower?  Yes.  Japanese  rates  aren't  likely 
to  remain  above  U.S.  rates  as  far  as  the 
eye  can  see. 

Recent  economic  data  from  Japan 
are  bullish  for  the  Japanese  money 
market.  April's  unemployment  rate 
jumped  to  2.2%  from  2%  in  March, 
one  of  the  largest  month-to-month 
increases  during  the  past  decade.  The 
Tokyo  Consumer  Price  Index,  a  lead- 
ing indicator  of  inflation  nationally, 
dropped  to  3.3%  in  April,  from  3.7% 
in  March  and  4.3%  in  January.  The 
number  of  unemployed  increased  by 
130,000,  large  by  Japanese  standards. 

Meantime,  the  Bank  of  Japan — its 
public  posturing  to  the  contrary — 
shows  signs  of  easing  credit.  It's  now 
allowing  money  market  rates  to  find 
their  own  levels,  and  they  are  falling. 
Over  24  hours  during  the  last  week  of 
April,  the  overnight  secured  call  mon- 
ey rate  declined  to  8.125%  from 
8.25%.  The  unsecured  rate  fell  to 
8.19%  from  8.28%.  This  wouldn't  be 
meaningful  except  that  the  Bank  of 
Japan  allowed  this  to  happen  during  a 
period  when  banks  are  supposed  to 
accumulate  reserves. 

Japan's  money-supply  growth  has 
slowed — to  4.9%  vear-over  vear  in 
March  from  13.2%  in  May  1990.  At 
this  rate,  the  year-over  year  growth 
will  be  4%.  "Expect  a  Japanese  dis- 
count rate  cut  in  mid-May  to  5J/2% 
from  6%,  and  it  won't  be  the  last," 
says  Stone  &  McCarthy's  Silagi. 

Investing  in  foreign  securities  is 
treacherous  mostly  because  the  cur- 
rency of  the  investment  isn't  one's 
own.  High  foreign  bond  yields  rod 
denly  become  low  yields  for  U.S. 
investors  if  the  dollar  climbs.  At  this 
moment,  currency  and  rates  suggest 
the  dollar  will  have  to  climb  much 
further  to  compensate  investors  for 
relatively  high  current  yen  denomi- 
nated interest  rates.  That  \  because 
alternative  investments  with  the  same 
credit  risk  in  different  markets  should 
yield  roughly  the  same. 

If  the  dollar  starts  weakening 
against  the  yen  at  this  point  next  ve.it, 
that's  when  a  lot  oi  tolks  will  probably 
make  their  move  in  yen.  That's  also 
when  it  may  be  too  late.  Bl 
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FORBES  MARKET 


REAL  ESTATE 


GOLF  VIDEOS 


CORPORATE  ITEMS 


BUCKS  COUNTY  PA. 

HORSE  FARM 
ABSOLUTE  A  UCTION 


A  magnificent  86  acre  showplace  facility  in 
picturesque  Bucks  County.  Located  only  1 
hour  from  NYC  and  Philadelphia  near 
scenic  New  Hope,  PA  and  Remington,  NJ. 
7  handsomely  appointed  barns  with  25 
stalls,  impressive  office  complex,  4 
charming  residences.  Easy  access  to  race 
tracks  in  PA,  NJ,  NY,  MD,  and  Del. 
Currently  serving  as  a  Thoroughbred 
breeding  and  yearling  operation.  To  be  sold 
at  auction  on  July  10,  1991.  For  detailed 
brochure  or  appointment,  call  (800)  272-1 171 . 


Alderfer  Auction  Company 

P.O.  Box  1,  Harleysville,PA  19438 


Successful,  well-established 
New  York  City  Real  Estate 
Firm,  with  excellent  track  rec- 
ord in  commercial  property  mar- 
ket— seeking  five  investment 
partners.  Reply  in  confidence  to 
#30  Forbes  Magazine, 60  Fifth 
Ave.,N.Y.,N.Y.  10011. 
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REPOSSESSED 
TEXAS  REAL  ESTATE 

Foreclosed  income  properties, 
commercial  land,  farms,  ranches 
and  small  acreage  tracts. 
Seller/Bank  financing.  Call  (512) 
479-2722  for  information  and 
brochures. 


PROFESSIONAL  WORKSHOPS 


Professional  Consulting 
Skills  Workshop 

Basic  and  advanced  consulting  skills, 
?ques  and  methods.  Taught  by 
experienced  consultants.  Designed  for 

internal  and  external  consultants. 

World-Class  ^-Results  Guaranteed. 

AOME  Management  Consultants 

P.O.  Box  8248,  Omaha,  NE  68108 
l-(800)  626-4142 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEEP  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


PRESENTED  BY  N.G.F. 

(Over  One  Hour) 
PGA  Magazine  "...I  believe  this 
series  will  be  one  of  the  most 
important  steps  ever  taken  in  mass 
golf  education..."  Vol.  I  $11.99;  Vol. 
II  $11.99;  Vol.  I  &  II  $20.99;  $3.50 
shipping  &  handling. 
To:  J.M.D.  155  Mine  Hill  Road, 
Hackettstown,  NJ  07840. 

(One  weak  delivery) 


BOATS 


THE  POKE  BOAT 

ITS  EVERYTHING  A  CANOE  ISNT. 


It  weighs  only  28 
pounds  For  lass 
than  $800  you 
can  buy 
more  than 
a  canoe. 


Call  toll-free 

-800- 

354- 

0190. 


COMPUTERS 


itll2i:4illT2tf 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy*  Computers 

Radio  Shack®  phones ...  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


It  keeps 

more  than 

memories 

alive. 


THE  AMERICAN  HEART 

ASSOCIATION 

MEMORIAL  PROGRAM . 


O 


American  Heart 
Association 


This  space  provided  as  a 
public  service 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F15,  119  N  11th  St.,  Greenpoint,  NY  11211 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogany  with 
hondpomled  markings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


P4CIHC 


WOW)  SHADING  MAKE 

Of  FIN! 

MMKaUTVKS 

14255  Nor*  79*  Slrttt 
Scomdalt  Aipork.  AZ  85260 
16021 99I.R4I   ££.    » 


ART  &  ANTIQUES 


POfiQ  J  ^Affordable  limited 
»   WwW«#  edition  prints  »k^«-> 
of  famous  Walt  Kelly  {-        \ 

art  from  Smithsonian  p»)    ^     ,i 

exhibit.  Great  gifts; 
collectors'  items.  Write 
for  info  to  POGO  ART, 
18  Coolidge  Avenue 
Stamford,  CT  06906, 
or  call  (203)  359-6902. 


WRITING  SERVICES 


YOUR  LIFE  STORY 


Autobiographies,  biographies, 
company  histories,  and  family 
histories  professionally  written. 


1-800-424-0440 


MAIL  ORDER 


Inclinetti 
Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly  and 
easily  with  Incli- 
nette,  the  cus- 
tom-built, single- 
seat  stair  lift  from 
Inclinator  Co.  of 
America.  For 
more  informa- 
tion, write  today: 


INCLINATOR 

ip 


COMPANY     OF 

Dept.  7 

P.O.  Box  1557 

Harrisburg,  PA  17105-1557 


AMERICA 


HEALTH  AND  FITNESS 


STOP  SWEAT 
6  WEEKS 

Drionic®  is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effective  say 
10  medical  books. 
Send  for  free  information. 

GENERAL  MEDICAL  CO.  Dept.  FOB-44 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 

OlttOOEMULOCO 


FEET 


FORBES  MARKET 


FINANCIA&SERVICES 


CORPORATE  ITEMS 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
—which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EXTRAB0Nus 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


BUSINESS  OPPORTUNITIES 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING! 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


We  will  market  your  product 
on  TV  at  no  cost  to  you 

International,  direct  response,  TV 

marketing  company  will  invest  in  your 

product:  TV  commercial,  media  and 

more.  Royalties  and  joint  ventures 

available.  If  you  have  a  unique,  mass 

marketable  product  with  national 

potential  write  to:  Product  Development, 

Synchronal  Marketing,  Inc. 

1515  Broadway,  NY,  NY  10036 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic  .  .  . 
Instantly!  Terrific  10  second  demonstration!  Fast 
$3  49  seller  pays  $2.90  profit!  Big  volume  Chain 
Store  item.  Exclusive  territory. 

FREE  SAMPLE  8n«$fr' 

DOC     '312-FB     WASHINGTON  AVENUE 
nOlO     ST  LOUIS.  MO  63103-1989  US.A. 

Phone  or  write:  314-241-8464 


BUSINESS  OPPORTUNITIES 


Network  Marketing  at  its  finest: 
"The  Safe  Way  To  Wealth." 

Our  group  provides  comprehensive  executive 
training  and  support  using  professional  in- 
house  materials.  We  get  predictable  results  of 
time  freedom  and  extraordinary  income.  We 
are  looking  for  sincere  professionals,  seeking 
a  viable  alternative  to  a  franchise  or  the  40 
year  employment  plan.  Financial  retirement 
possible  in  2-4  years. 

Contact  Tony  Musso,  IMS  Inc. 

1-800-845-8901 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 

P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP-  302-652-6532 


iuuKirv 
Mwstry 

kbtd. 


SIX  FIGURE  CEO  LOOKING 
FOR  CLONES 

ONLY  THOSE  PEOPLE  WITH 

UPPER  LEVEL  MANAGEMENT 

EXPERIENCE  NEED  APPLY 

1-800-326-3165 


Save 

50% 

FREE  CERTIFICATES!  \ 

AWARD  PLAQUES  WHOLESALE  ' 

1 

Perfect  award  to  show  appreciation  andj 

Zqjprltn  #ttcl 

E        Sail  Manufacturing       \ 
(Eompnng.  3ni 

Jon  i^cvuton 
B          fZ-allflufft  of  AmarO           4 
E            Inmntnni  tl  antral 

recognition  for  donors,  employees,          | 
salesmen,  members  and  at  meetings,     1 
conventions.                                                ' 

SEND  FOR  FREE  COLOR                                          ! 
BROCHURE  or  CALL  TOLL  FREE                            ' 
1-800-633-5953  FAX  NUMBER  205-349-3765     ' 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 

m 

Tuscaloosa,  Alabama  35403 

BUSINESS  SERVICES 


EDUCATIONAL  SERVICES 


BUSINESS  CARDS 

500  for  $19.95 

1000  for  $25.95 

5000  for  $99.95 

One  color  ink  on  white  80  lb. 

card  stock.  8  colors  ink. 

RAISED  PRINTING  send  to: 

WWAA  PO  BOX  6545 

Canton,  Ohio  44706-6545 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 

U.S.  Government  Printing  Office 

Office  of  Marketing— Stop  SM 

Washington.  DC  20401 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work  Lite  and  Academic 

Eioentnof  No  Classroom 

Attendance  Required 

1  •  800-423-3244 

or  send  detailed  resume 
loi  Free  Evaluation 

Pacific  Western  University 

600  N   SepulvwU  B'vd    Oept   IBS  Los  Angeles  CA  90049 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

Business  &  Public  Admimsiration 

Criminal  Justict  Mgt ,  Thaoiogy  LAW 

Financial  aid  available 

TOLL  FREE  24  hra.  (800)  759-0005 

LA  SALLE  UNIVERSITY 
Mandeville.  LA  70470  4000 


FORBES  MARKET/CLASSIFIED 

Advertising  closing  date  is  one  month  preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Ave..  N.Y..  NY  10011 

(212)  620-2440 


Forbes:  Capitalist  Tool® 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICAS  BUSINESS 


FORBES  MARKET 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


PROSTOCK 

THE  EXPERT  SYSTEM  FOR  STOCK  TRADING. 


NOW  GET  CLEAR,  OBJECTIVE 
TRADING  SIGNALS  BASED 
ON  POWERFUL  ANALYSIS 
AND  WINNING  STRATEGIES. 

PRO*STOCK™  from  Black  River 
Systems  Corp.  analyzes  2,500 
NYSE  and  ASE  stocks.  And  reports 
to  you  daily  through  your  PC  on 
your  stocks  —  with  clear,  objective 
Buy,  Sell,  Hold  signals,  and 
protective  Stop  orders. 

SPECIAL  LIMITED  OFFER.  The 

PR0*ST0CK  system  is  only  $845, 
which  includes  a  full-day  "hands- 
on"  investment  seminar  (space  is 
limited).  Also  available  as  a  mail 
order  package. 


COMPARE  PERFORMANCE 

ESTIMATED  PORTFOLIO  PERFORMANCE  * 

Period  end 

ng  12/31/90 

12  MONTHS 

54  MONTHS 

BLACK  RIVER 

SYSTEMS 

+23.0% 

+324.4% 

Shearson  Lehman 

-2.7 

63.4 

Merrill  Lynch 

•5.7 

37.4 

Smith  Barney 

■6.5 

69.0 

Goldman  Sachs 

•6.7 

69.8 

Dow  Jones  Ind.  Avg 

-0.5 

64.6 

S&P  500  Stock  Index      -  3.1 

53.6 

INVESTMENT  SEMINARS 

NEW  YORK  June    8       CHICAGO  June  15 
HOUSTON  June  22  L.A.  June  29 

For  details  or  to  order  PRO'STOCK  and 

seminar  reservations,  call  today 

1-800  443  1819 

1  800  841  5398 


*  Source:  All  except  BRSC.  Zacks  Invest.  Rsch..  from  Wall  Street  Journal  2/20/91.  Individual  investors' 
results  may  vary.  Past  performance  is  no  indication  of  future  performance. 


REAL-TIME 
QUOTES 

OVER  YOUR 
PHONE. 


With  DowPhonef  your  touch-tone 
phone  gives  you  instant  access  to 
Real-Time  Quotes  on  stocks,  op- 
tions, commodities  and  indexes, 
including  the  Dow  Jones  Averages? 
Hear  reports  on  U.S.  and  foreign 
stocks,  bonds  and  currencies  plus 
breaking  news  on  thousands  of 
companies.  Call  now  and  ask  for 
a  free  demonstration.  You'll  get 
$1 5  worth  of  usage  FREE  when  you 
pay  the  $15  sign-up  fee. 

Call  today.  1  800  345-NEWS 


DOWPHONE 

Real-Time  Quotes/Company  News 


©    1991     Do..   Janes  &  Co. iipuny 


CAPITAL  AVAILABLE 


CAPITALAVAILABLE 


For  viable  expansion  projects  and  excit- 
ing start-ups.  $250,000.  USD.  and_up. 
Brokers  Welcome. 

BARCLAY  CONSULTANTS 


(407)  788-6267 


FRANCHISING 


VENTURE  CAPITAL 

Equity,  debt,  joint  venture  for  Corporate 
start-up  or  expansion.  Real  Estate. 
Venture  funding.  No  Front  Fees.  Brokers 
protected.  Send  business  plan  to:  Jim 
Madden.  World  Venture  Partners.  Ltd., 
8703  Yates  Drive.  #200.  Westminster. 
Colorado  80030.  (303)  428-1800  Fax 
(303)428-1924. 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists. 

Francorp* 

New  York         Chicago       Los  Angelet 

ii  r  Park  ■.•niM  tOJOO  Gemxnoi  D'ixi         6033  W  Century  6<»0 

Me«  VofK.  NV  1 00  IT       0«*">o-»f  i»'0»  <L  S046I       LOS  Angeles,  C*  B0O4S 

(212)«22-MOO     (706)401  2900       (213)338-0600 

1-800-877-1103 


Attn:  CEOs  and  CFOs 

Reach  20,000  brokers  directly 
through  their  own  publication 


Stockbrokers 
Newsletter 


Work  with  our  editors  -  a  former  Forbes 
bureau  chief  and  an  ex-J.  Walter  Thompson 
copywriter  -  who  will  create  a  4-page 
newsletter,  devoted  entirely  to  your  company, 
that  will  help  build  a  large,  loyal  market  for 
your  stock  among  individual  investors  and 
investment  club  presidents.  A  single  fee 
delivers  20,000  copies  to  our  nationwide 
network  of  brokers,  6,000  to  club  presidents, 
and  copies  for  your  existing  shareholders  To 
learn  if  your  company  qualifies,  mail  a  10-K, 
10-Q.  and  business  card  to: 
Mr.  Robert  A.  Dresser,  Publisher 
Stockbrokers  newsletter 
3539  Ocean  View  Blvd.,  Glendale,  CA  91 208 


Introductory  i  rial 

Value  Line 
Only  $65 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $65.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee.    "Vuss^- 

Call  Toll-FreeV 
1-800-833-0046 

(Ext.  2686-Dept.  316A27) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


REAL  ESTATE 


Own  Spectacular  Land, 

40  acres  in  the  Colorado 

Rockies.  $30,000  and  up,  1% 

down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(719)  379-3263 


FRANCHISE  YOUR 

BUSINESSS2,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


if 


J  FRANCHISES 

i  ■ 


THAT 
J  SELL 
609-662-6446 


CORPORATE  FINANCE 


Middle  Market  corporate  financing  for 
companies  seeking  $1,000,000- 
$20,000,000.  Fast  professional  results. 

William  Cavalier  &  Co.,  Inc. 
(415)  898-4515 


SECURITIES  AND  EXCHANGE 
COMMISSION  FILINGS 


Are  the  big  guys  too  busy  to  help  you? 

Do  you  need  lOK's,  10-Q's,  13-D's  etc.  NOW? 

Call  the  best 

Premier  Service  At  A  Moderate  Price 

1-800-669-1154 


GLOBAL  SECURITIES  INFORMATION  INC. 


FAST  FACTS 

ABOUT 

FORBES  SUBSCRIBERS 


•  Top  management:  53.3% 
•  Total  paid  circulation:  735,000 
Average  household  income:  $216,898 


Average  value  of  investment  portfolio:  $1,082,786 
■  Average  time  spent  reading  Forbes:  2  hrs.  5  mins. 
•  Read  Forbes  at  home:  89.1% 


STREETWALKER 


EDITED  DY  THOMAS  JAFFE 


The  foreigners  are  coming, 
the  foreigners  are  coming 

Alan  Benasuli,  Smith  Barney's  re- 
search director,  is  just  back  from  a 
European  suing.  Most  economies 
there,  it  was  clear  to  him,  are  in 
recession  or  slowing  down  markedly. 
This,  while  the  dollar  is  rising,  a  trend 
Benasuli  expects  to  continue. 

One  dividend  of  the  dollar's  climb, 
he  thinks,  will  be  the  renewed  confi- 
dence of  foreign  investors  in  U.S. 
financial  assets.  Benasuli  recently 
learned  that  the  asset  management 
groups  of  three  major  European 
banks  that  had  less  than  15%  of  their 
equity  holdings  in  U.S.  stocks  at  the 
end  of  1990  have  increased  those 
weightings  to  more  than  40%. 

If  more  European  institutions  fol- 
low suit,  the  U.S.  equity  market  could 
get  a  shot  in  the  arm.  It  would  also  be 
quite  a  change  from  1990.  According 
to  the  Securities  Industry  Association, 
foreign  investors  sold  a  record  net 
$15  billion  of  U.S.  equities  last  year, 
compared  with  net  purchases  of  near- 
ly $10  billion  in  1989. 

So  far  this  year  the  U.S.  market  has 
been  one  of  the  best-performing  ma- 
jor bourses  in  the  world,  before  ad- 
justing for  the  higher  dollar.  The 
relative  peformance  has  been  even 
greater,  with  the  S&P  500  up  15.1% 
since  Dec.  31,  1990.  Meanwhile,  the 
U.S.  equity  market's  share  of  world 
market  capitalization  has  risen  from 
less  than  30%  at  its  low  point  in  1989, 
to  almost  40%.  For  foreigners  to  re- 
main underinvested  here,  Benasuli 
concludes,  would  be  tantamount  to 
shooting  themselves  in  the  foot. 

Second  wind? 

When  a  group  of  stocks  strongly 
outperforms  the  market,  sooner  or 
later  they're  bound  to  be  hit  by  profit- 
taking.  That's  just  what's  happened 
lately  to  over-the-counter  stocks, 
which  have  led  the  1991  rally.  The 
Nasdaq  100,  comprising  such  stocks 
as  Apple  and  Microsoft.  ;s  down  6% 
since  mid-April. 

Don't  be  surprised  if  t  -re's  even 
more  selling  of  o-t-c  shares,  says  tech- 
nical analyst  Robert  Ritter  of  New 
York's  Ladenburg,  Thalmann  &  Co. 
But  his  advice  is  to  stick  with  them. 

Ritter  tracks  something  he  calls 
"speculative  volume."  Until   1972, 


the  way  he  tracked  this  was  to  take  the 
monthly  volume  of  the  Amex  as  a 
percentage  of  the  Big  Board's  month- 
ly volume.  Since  then,  he's  used  the 
Nasdaq  100  to  measure  this. 

Ritter  has  found  that  when  specula- 
tive volume  is  high,  the  o-t-c  stocks 
are  usually  in  for  a  fall.  And  high  it's 
been.  But  recently  the  Fed  lowered 
the  discount  rate.  This,  says  Ritter, 
changes  the  picture.  Thrice  before — 
in  1936,  1961  and  1967— the  Fed 
eased  credit  at  a  time  when  speculative 
volume  looked  to  be  peaking.  Each 
time,  the  market  went  higher  still.  In 
1961  and  1967,  easier  money  helped 
give  secondary  stocks,  growth  stocks 
and  initial  public  offerings  a  strong 
second  wind.  Ritter  is  of  the  opinion 
that  1991  could  prove  a  repeat,  and  is 
urging  clients  to  remain  invested  in 
the  over-the-counter  sector. 

Will  BA  be  blitzed? 

UAL  bought  most  of  Pan  Am's  routes 
to  London;  amr  just  bought  three  of 
twa's  most  lucrative  London  routes. 
Will  British  Airways  Pic.  be  shot  down 
by  this  new  U.S.  flying  circus? 

Investors  seem  to  think  so.  Most 
airline  stocks  have  by  now  pretty 
much  bounced  back  from  their  Mid- 
east crisis  lows.  British  Air's  nyse- 
listed  American  Depositary  Receipts 
are  still  grounded.  Recent  price:  29%, 
not  much  higher  than  on  Jan.  1 . 

But  don't  sell  the  $8  billion  (esti- 
mated 1990  sales)  company  short, 
says  analyst  Robert  McAdoo  of  Op- 
penheimer  &  Co.  The  ual-amr  blitz 
will  hurt  BA  some,  but,  he  notes,  the 
amended  U.S. -U.K.  Bilateral  Air  Ser- 
vice Treaty  keeps  ual  and  amr  from 
meaningfully  expanding  their  U.S.- 
U.K.  capacity  for  several  years.  Nor 
can  they  reallocate  their  schedules 
among  U.S.  destinations. 

As  for  BA,  it  can  now  enter  into 
code-sharing  arrangements  with  any 
American  airline  for  virtually  any  des- 
tination in  the  U.S.  That,  says  Mc- 
Adoo, will  greatly  improve  the  mar- 
ketability of  its  flights. 

What  could  break  the  stock  out  of 
its  holding  pattern?  Maintaining  the 
dividend,  replies  McAdoo.  BA  makes 
its  payout  twice  a  year — about  32%  in 
January,  the  rest  in  August.  The  inter- 
im January  payment  has  increased 
ever  since  the  company  went  public  in 


iM 


British 

.iiiliitii 


British 


"J 


British  Airways  jets  at  Heathrow 

Ratting  back  against  United  and  American. 


1987.  ba  will  announce  its  August 
payment  plans  in  mid-May.  The  con- 
sensus bet  is  on  a  cut.  McAdoo  thinks 
management  will  do  everything  it  can 
to  hold  to  last  year's  rate. 

McAdoo  expects  ba  to  earn  just 
$1.75  per  American  Depositary  Re- 
ceipt this  year,  down  from  $5.61  in 
1990.  But  he  looks  for  a  recovery  to 
$5  per  ADR  in  1992.  The  current 
dividend — net  of  the  15%  U.K.  with- 
holding tax — is  $1.88,  making  for  a 
6.4%  yield.  (The  tax  can  be  claimed  as 
a  credit,  so  the  effective  yield  is  over 
7%.)  McAdoo  looks  for  the  ADRs  to 
trade  in  the  $35  to  $40  range  some- 
time this  year.  (There  are  71 .9  million 
ADRs  outstanding.) 

Streetwalker's  advice:  Wait  and  see 
about  the  dividend.  If  McAdoo's 
right  and  it  holds,  buy. 

Duracell,  Ralston  buy 

Investors  are  charged  up  over  bat- 
teries. They  pounced  on  the  May  1 
initial  public  offering  of  Duracell  In- 
ternational. Sold  at  $1 5  a  share;  in  less 
than  a  week  the  stock  ran  to  215/s. 

Very  interesting,  says  analyst  John 
McMillin  of  Prudential  Securities.  He 
follows  $7.1  billion  (sales)  Ralston 
Purina  Co. — recent  NYSE  price  of 
56V8 — which  owns  battery  maker 
Eveready.  Together,  Duracell  and 
Eveready  control  about  85%  of  the 
business,  which  is  growing  at  roughly 
7%  (in  unit  terms)  a  year. 

Look  for  Duracell  to  focus  on  prof 
its  now  that  it's  public.  McMillin 
notes  it  recently  posted  a  6.5%  price 
increase  that  has  not  been  given  back 
through  discounting.  This  should 
bode    well    for    Eveready's    margin 
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growth — which  already  accounts  for 
25%  of  Ralston's  sales  and  income. 

Otherwise,  how's  Ralston?  The 
company's  stock  dropped  after  it  re- 
ported a  disappointing  March  quar- 
ter. Earnings  were  hurt  by  heavy  pro- 
motion costs  in  its  food  business.  But 
McMillin  thinks  they  will  recover  over 
this  year,  thanks  to  improvement  in 
batteries  and  lower  interest  and  grain 
costs.  He  expects  the  company  to  earn 
$3.45  a  share  in  fiscal  1991,  ending 
Sept.  30,  and  $3.90  in  1992. 

Using  a  price  of  $20,  McMillin  says 
investors  are  paying  2.2  times  trailing 
12-month  sales  for  Duracell.  And  for 
Ralston?  Just  1.2  times  sales.  On  op- 
erating cash  flow,  the  price  multiples 
work  out  to  9.6  times  for  Duracell, 
versus  7 ' .7  times  for  Ralston.  Finally, 
McMillin  says  Duracell  sells  for  13 
times  operating  income,  versus  10 
times  for  Ralston.  Ralston,  anyone? 

Surviving  the  crunch 

Like  all  manufacturers  of  defense 
electronics,  $312  million  (sales)  Wat- 
kins- Johnson  Co.  has  been  squeezed 
by  tighter  defense  spending.  Last  year 
military  orders  accounted  for  over 
66%  of  profits  and  nearly  75%  of  sales. 

But  the  Palo  Alto,  Calif.-based 
company  is  far  from  standing  still,  says 
analyst  H.  Elliott  Rogers  Jr.  of  Cowen 
&  Co.  Watkins  also  makes  furnace 
equipment  for  the  production  of 
semiconductors.  It  has  developed 
three  new  systems  that  are  gaining 
acceptance.  Rogers  estimates  this 
business  will  grow  17%  in  1991,  to 
sales  of  $77  million.  He  looks  for  even 
better  growth  in  1992.  Meanwhile, 
research  and  development  spending 
on  the  systems  has  peaked,  so  margins 
will  widen  as  orders  increase. 

In  defense,  the  company  also  could 
get  a  boost  if  Raytheon  books  a  major 
foreign  airborne  intelligence  contract 
for  which  Watkins  would  provide  all 
the  radio  and  radar  receivers. 

Even  excluding  any  benefit  from 
that  prospective  contract,  Rogers  says 
earnings  will  be  up  14%  this  year,  to 
$1.90  a  share,  with  $2.40  possible  in 
1992.  Recent  NYSE  price:  18%.  He 
notes  that  at  ten  times  estimated  1991 
earnings,  and  at  just  eight  times  his 
1992  estimate,  Watkins  sells  at  a  big 
discount  to  its  peers.  (There  are  7.9 
million  shares  outstanding.)  Bi 
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"This  is  the  way  you  always 
imagined  the  South  Pacific 


Read  what 
Andrew  Harper's 
i  to  unspoiled  places 
says  about  Malcolm  Forbes'       S 
exotic  Fiji  Island  paradise.        W 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^aken  as  a  whole,  Fyi  is 
I        ^perhaps  the  most  idyllic  and 
■  ■  I  hospitable  archipelago  in  the 

South  Seas,  its  essence 
-JHLi     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  ow:\er  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific ...  I 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 

Name 


Zip 


2LC8 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    1WH2 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  ng  No  Federal  agent , 

ludged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  < 

statement  has  been  filed  with  the  Secretary  of  State  of  the  Sta'- 

of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Set  -■ 

upon  the  merits  of  such  offering   A  copy  of  the  off f •  r 

Ranches  NYA86- 1 53  A  statement  of  Record  filec  . 

to  be  offered  to  New  Jersey  residents,  but  does  not  pa 

Offenng  Statement  and  read  It  before  signing  anything  NJA  #60686001 
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FLASHBACKS 


EDITED  DV  DEDO  A.  SAUNDERS 


"The  more  things  change. . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  May  28, 1921) 
"The  foreign-born  white  popula- 
tion of  New  York  City,  the  Census 
Bureau  announces,  is  1,989,216,  or 
35.4%  of  the  total,  compared  with 
40%  in  1910.  Natives  of  Russia  led  in 
number  with  479,481;  Italians  num- 
bered 388,427;  [and]  Irish  [num- 
bered] 202,833.  .  .  ." 

"General  Motors  has  announced  a 
new  price  schedule  for  Chevrolet 
which  calls  for  reductions  of  approxi- 
mately 21%  in  lower-priced  cars  and 
1 3%  in  the  high-priced  models.  This  is 
the  first  reduction  in  price  by  any  of 
the  General  Motors  subsidiaries." 


By  1921,  truck  machinery  had  already 
become  quite  sophisticated. 

60  years  ago 

(From  the  issue  of  June  1,  1931) 
"Recent  reduction  of  bank  rates  in 
America  and  Great  Britain  has  called 
attention  once  more  to  the  worldwide 
ease  of  general  credit.  The  Federal 
Reserve  Bank  of  New  York  has  re- 
duced its  rediscount  rate  from  2%  to 
1V2%,  the  lowest  rate  on  record,  while 
the  Bank  of  England  has  cut  its  official 
rate  from  3%  to  2V2%,  the  lowest 
witnessed  in  the  country  since  1909." 

50  years  ago 

(From  the  issue  of  June  1, 1941) 
"By  the  campfire  one  night  in  the 
Maine  woods,  [Leon  Leon  wood 
Bean]  was  cursing  the  lumberman's 
boots  that  everybody  who  hunted 
always  wore  in  those  days.  Near  him 
lay  a  pair  of  rubbers.  He  stuck  his 
stockinged  feet  into  them  and  wore 
them    'round    the    camp.    'They're 


L.L.  Bean  founder  Leon  Leonwood  Bean. 


mighty  comfortable,'  he  announced. 
'Think  I'll  make  a  new  hunting  shoe 
with  bottoms  like  these  here  rubbers.' 
"The  other  hunters  laughed  and 
guyed  him  about  the  idea  all  evening. 
But  when  [he]  got  back  to  Freeport 
after  the  trip,  he  started  in  right  away 
to  work  on  the  idea — the  idea  that 
grew  into  L.L.  Bean  &  Co.,  and  the 
million-dollar  sporting  goods  busi- 
•  ness  supplying  hunters  and  fishermen 
from  the  Indies  to  Cathay." 

"Operating  from  New  York's  La- 

Guardia  Field,  American  Airlines  has 
begun  operation  of  a  series  of 'educa- 
tional' flights  over  New  York  City. 
'This  undertaking,'  says  Charles  A. 
Rheinstrom,  vice  president  in  charge 
of  sales,  'will  give  thousands  of  New 
York  residents  an  opportunity  to  see 
what  modern  air  transportation  is  do- 
ing and  at  the  same  time  enjoy  the 
educational  advantages  of  a  flight 
over  the  world's  greatest  city.'  " 


"In  England  the  Inland  Staff  Federa- 
tion, the  tax  collector's  union,  is 
threatening  a  slowdown  unless  its 
members  are  given  a  $280  'blood, 
tears  and  sweat  allowance.'  The  union 
claims  that  Britain's  new  capital  gains 
tax  is  so  complicated  that  its  5,500 
members  have  to  study  the  regula- 
tions on  their  own  time.  They  say  they 
will  refuse  to  collect  the  tax  unless  the 
bonus  is  paid." 

10  years  ago 

(From  the  issue  of  May  25, 1981) 
"Where  glass  once  dominated  an 
estimated  $9  billion  beer  and  soft- 
drink  container  market,  aluminum 
cans  have  grabbed  77%  of  both  mar- 
kets in  the  last  decade.  And  two-liter 
plastic  bottles  for  soft  drinks  .  .  .  have 
pushed  glass  right  off  the  supermarket 
shelves  in  the  last  three  years." 


j^lc^S  V  f 


years  ago 


25 

(From  the  issue  of  June  1 ,  1966) 
"Nuclear  energy  is  now  competitive 
with  coal  in  the  generation  of  electric- 
ity. That's  no  longer  merely  a  prom- 
ise; it  has  become  a  fact.  A  full  52%  of 
the  new  generating  capacity  ordered 
so  far  this  year  by  the  public  utilities 
will  be  nuclear-powered." 


Molten  glass  in  the  forming  machine. 


"In  1966 — a  millennium  ago,  as  the 
bond  market  reckons  time  these 
days — Standard  Oil  Co.  of  Indiana 
sold  a  6%  long-term  debenture  and  all 
the  experts  said  we  would  never  again 
see  so  generous  a  yield.  Nine  years 
later,  Mountain  States  Telephone  & 
Telegraph  sold  9%%  debentures  and 
once  again  the  experts  thought,  'Nev- 
er again.'  Late  last  month,  when  Bell 
of  Pennsylvania  sold  a  long-term  de- 
benture and  had  to  pay  15.1%  to  get 
rid  of  it,  no  expert  was  heard  to  say 
'never  again.'  A  wise  silence.  Within 
days,  the  issue  was  trading  at  94,  to 
yield  better  than  16%."  Hi 
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THOUGHTS  OH  THE  BUSIHESS  OF  LIFE 


The  majority  of  America's 
colossal  fortunes  have 
been  made  by  entering 
industries  in  their  early 
stages  and  developing 
leadership  in  them.  .  .  . 
Think  of  what  opportunities 
the  present  and  the  future 
contain  in  such  fields  as 
ship-building  and  ship- 
owning,  aircraft,  electrical 
development,  the  oil  indus- 
try, different  branches 
of  the  automotive  industry, 
foreign  trade,  international 
banking,  invention,  the 
chemical  industry,  moving 
pictures,  color  photography, 
and,  one  might  add,  labor 
leadership. 


-B.C.  Forbes  (1921) 


A  Text ... 

Bring  ye  all  the  tithes 
into  the  storehouse,  that 
there  may  be  meat  in  mine 
house,  and  prove  me  now 
herewith,  saith  the  Lord  of 
hosts,  if  I  will  not  open 
you  the  windows  of  heaven, 
and  pour  you  out  a  blessing, 
that  there  shall  not  be 
room  enough  to  receive  it. 
-Malachi  3:10 


Sent  in  by  Gerard  H.  Collins, 
Toronto,  Ontario,  Canada. 
What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented to  senders  of  texts  used. 


It  is  in  the  ability  to 
deceive  oneself  that  the 
greatest  talent  is  shown. 
-Anatole  France 

The  earth  is,  like  our  own 
skin,  fated  to  carry  the  scars 
of  ancient  wounds. 
-Fernand  Braudel 

No  individual  raindrop  ever 
considers  itself  responsible 
for  the  Hood. 

-Anonymous 

Advertising  may  be  the  only 
business  in  the  world  where 
the  clients  with  the  most 
money  can  make  demands  until 
they  get  the  agency's  worst 
product,  while  the  small 
client  with  little  to  spend 
must  meekly  accept  the 
agency's  best. 
-Thomas  D.  Murray 

I  do  everything  for  a  reason. 
Most  of  the  time  the 
reason  is  money. 
-Suzy  Parker 


Never  tell  people  how  to 
do  things.  Tell  them  what 
to  do  and  they  will  surprise 
you  with  their  ingenuity. 
-General  George  S.  Patton 

Perfection  of  planning  is  a 
symptom  of  decay.  During 
a  period  of  exciting  discovery 
or  progress,  there  is  no 
time  to  plan  the  perfect 
headquarters.  The  time  for 
that  comes  later,  when  all  the 
important  work  has  been  done. 
-C.  NoRTHCOTE  Parkinson 

Pay  no  attention  to  what 
the  critics  say;  there  has 
never  been  a  statue  erected 
to  a  critic. 
-Jean  Sibelius 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


I  By  all  means  marry.  If  you 
get  a  good  wife,  you'll  be 
happy.  If  you  get  a  bad  one, 
you'll  become  a  philosopher. 
-Socrates 

The  first  time  Adam  had 
a  chance,  he  laid  the  blame 
on  women. 
-Nancy  Astor 

Zsa  Zsa  Gabor  is  an  expert 
housekeeper.  Every  time  she 
gets  divorced,  she  keeps 
the  house. 
-Henny  Youngman 

A  string  of  reproaches 
against  other  people  leads 
one  to  suspect  the  existence 
of  a  string  of  self-reproaches 
with  the  same  content. 
-Sigmund  Freud 

Today's  public  opinion, 
though  it  may  appear  as  light 
as  air,  may  become  tomorrow's 
legislation — for  better  or 
for  worse. 
-Earl  Newsom 

A  citizen  can  hardly 
distinguish  between  a 
tax  and  a  fine,  except 
that  a  fine  is  generally 
much  lighter. 
-G.K.  Chesterton 

We  have  no  more  right  to 
consume  happiness  without 
producing  it  than  to  consume 
wealth  without  producing  it. 
-George  Bernard  Shaw 

Mental  health  problems  do  not 
affect  three  or  four  out  of 
even'  five  persons,  but  one 
out  of  one. 

-Dr.  Karl  MBNNING]  k 

The  function  of  genius  is  not 
to  give  new  answers,  but  to 
pose  new  questions  which  time 
and  mediocrity  can  resolve 
-H.R.  Trevor  Ron  i< 
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Cutty  Sark  Blended  Scots  Whisky.  40*,  Ale.  by  Vol.  Imported  by  C  W.  A.  Taylor  4  Co.,  Miami,  Florida  1991. 


Some  people  order  certain  drinks  to  be  cool, 

others  to  be  trendy. 

But  this  is  the  only  impression  you  leave 

when  you  order  Cutty  Sark. 

And  if  that's  all  right  with  you, 

you're  probably  pretty  impressive  already 


CUTTYSAflA: 


SCOTS  WHISKY 


UNCOMMONLY  SMOOTH 


PROMISES     MADE 


PROMISES      KEPT. 


When  we  acquired  Great  Northern  Nekoosa, 

we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 

and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recendy  sold  a  group  of  non-strategic 

assets  for  slighdy  more  than  $1  billion.  As  a  result,  we  have  retired 

a  significant  amount  of  the  acquisition  debt.  Just  ten  months 

after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 

as  we  head  into  the  second  year  of  the  acquisition,  we'll  continue 

to  pursue  our  methodical  approach  to  integrating  the 

two  companies,  realizing  the  benefits  of  the  integration 

and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


GeorgiaFacific 


©1991  Georgia-Pacific  Corporation.  All  rights  reserved. 


Digital  Equipment  Corporation,  1991.  The  DIGITAL  Logo  is  a  trademark  of  Digital  Equipment  Corporation. 
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BLOCKBUSTER 

ENTERTAINMENT 


"BLOCKBUSTER  Entertainment 
started  in  1985  with  1  store.  Today, 
we  have  over  1590  stores  in  146 
markets,  including  the  U.S.,  Canada, 
Guam,  and  the  U.K.  We're  opening, 
on  average,  a  store  a  day  —  while 
maintaining  a  growing  database  on 
more  than  18  million  members. 
And  systems  from  Digital  in  each 
store  help  our  managers  control 
every  aspect  of  their  business. 

"Digital's  Network  Application 
Support  (NAS)  products  allow  us 
to  share  information  easily  between 
individual  stores  and  our  head- 
quarters. So  although  each  store 
operates  autonomously,  we  can 
control  the  quality  of  the  film  and 
titles  offered  to  ensure  consistent 
service.  That's  what's  made  us 
America's  Family  Video  Store. 

"We've  also  seen  Digital  flex  as 
necessary  to  meet  our  needs.  Their 
customized  support  services  — 
including  site  preparation,  systems 
staging,  and  overnight  installation  — 
have  been  crucial  to  our  rapid 
expansion.  Their  sales  and  support 
are  open  to  doing  what  it  takes  to 
keep  this  great  machine  growing." 

Digital's  services  have  the 
flexibility  to  respond,  quickly  and 
appropriately  to  the  needs  of  your 
business.  To  help  you  control  the 
quality  and  consistency  of  your 
operation.  And  NAS  op<ns  new 
ways  for  you  to  gain  a  competitive 
advantage. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129 
Parker  Street,  K29,  Maynard, 
MA  01754-2198.  Or  call  your 
local  Digital 
sales  office. 
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Jump  ball:  Major 
league  teams 
are  up  for  grabs. 
40 


Getting  married? 
Get  a  lawyer 
along  with  the 
champagne. 
116 
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"Miami  is  like  a  teenager.  First 
this  part  grows,  then  that  part." 
58 
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Personal  Affairs: 

Share  And  Share  Unalike  116 

By  William  G.  Flanagan  and  David  Stix 
How    prenuptial     agreements     can 
avoid  future  pain  at  the  cost  of  a  little 
present  unpleasantness. 

Are  The  Insiders  Getting  Itchy?    40 

By  Eric  Schmuckler 

Prices  of  big-league  sports  teams  are 

escalating.  Time  to  get  out? 

Miami  58 

ByTatiana  Pouschine 

This  high-growth  economy  with  rela- 
tively low  taxes  holds  a  lesson  politi- 
cians elsewhere  won't  heed. 

The  Funds: 

Too  Late?  134 

By  Eric  S.  Hardy 

Is  the  runup  in  small  stocks  over?  Is  it 
too  late  to  invest  in  funds  that  buy 
small -capitalization  stocks? 
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38 


Salomon  Brothers 

By  Matthew  Schifrin 

The  junk  bond  market  has  rebounded 
powerfully  this  year.  With  Drexel 
gone,  guess  who  has  grabbed  the 
lion's  share  of  this  pn  se. 


Ziff  Communications         42 

By  Christopher  Palmeri 

We  may  live  in  the  television 

age,    but    Bill    Ziff   has 

proved — twice        now — 

that  print  is  still  a  powerful 

information  and  advertising  medium. 

Honeywell  Inc.  48 

By  Norm  Alster 

Honeywell  is  a  much  smaller  compa- 
ny than  it  used  to  be.  It  is  also  a  lot 
more  profitable. 

Real  Estate  62 

By  Howard  Rudnitsky 

Movie  producer  George  Lucas  is  fa- 
mous for  his  fantasies.  What  was  he 
fantasizing  when  he — and  lots  of  oth- 
er rich  and  famous  people — put  big 
money  into  this  Manhattan  realty 
partnership? 

Cotton  Trading  68 

By  Rita  Koselka 

Julien  Hohenbcrg  was  the  Donald 
Trump  of  Memphis.  Some  big  banks 
wish  they'd  never  heard  of  him. 

Xerox  Corp.  70 

By  James  R.  Norman 

Xerox's  copier  business  posted  a  nice- 
profit  gain  last  year.  Unfortunately, 
the  momentum  of  its  comeback  has 
been  slowed  by  the  recession. 


Up  &  Comers: 
Northland  Cranberries 

By  Richard  Phalon 

John  Swendrowski  was  a  low-paid 
high  school  English  teacher.  Then  he 
learned  about  cranberries. 

Up  &  Comers: 

Vector  Technology  79 

By  Julie  Pitta 

The  story  of  a  young  engineer  who 
identified  an  environmental  problem 
and  turned  it  into  an  opportunity. 


INTERNATIONAL 


82 


LOT 

By  Peter  Fuhrman 

Poland  has  a  potentially  strong  as- 
set— its  national  airline.  But  most  of 
its  equipment  is  fit  only  for  a  museum 
of  how- not- to-do- it  aeronautics. 

Latin  America  83 

By  Toni  Mack 

Not  only  in  Eastern  Europe  is  social- 
ism on  the  wane.  Check  out  what  is 
happening  in  Latin  America,  whose 
oil  wealth  has  been  neglected  out  of 
nationalistic/socialistic  prejudice. 
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Updates  on  stock  recommendations; 

specialty  retailers;  Air  Express  Inter 

national. 
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"I  don't  know  anything  about  cranberries,  but  I'm  lucky 
enough  to  be  surrounded  by  people  who  do." 

77 


"I  handled  [Bankers  Trust] 
the  same  way  I  handled  my  wives." 
68 


No  more  small 
stock  binge? 
134 


TAXING  MATTERS 


Damn  The  Torpedoes  66 

By  Laura  Jereski 

Can  Federated  Department  Stores 
emerge  from  bankruptcy  with  a  new 
billion-dollar  asset,  courtesy  of  Uncle 
Sam?  It  could  happen. 


LAW  AND  ISSUES 


41 


A  Very  Cozy  Deal 

By  William  P.  Barrett 

From  Texas,  here's  the  latest  on  the 
legal  profession:  Plaintiff  lawyers  se- 
credy  agree  beforehand  to  split  big 
judgments  with  defense  lawyers. 

SDS  Jr.  51 

By  Martin  Kihn 

Wrapping  itself  in  the  cloak  of  envi- 
ronmentalism,  a  new  movement  is 
spreading  fast  in  the  universities.  But 
it  seems  less  interested  in  cleaning  the 
air  than  in  bashing  capitalism. 

Health  Care  Costs  98 

By  Janet  Novack 

Struggling  against  rising  medical  in- 
surance costs,  companies  are  finally 
scrutinizing  their  employees'  trips  to 
the  doctor's  ^office. 
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COMPUTERS/COMMUNICATIONS 


Intelligent  Electronics  104 

By  Thomas  Jaffe 

The  hot  computer  distributor  may 
owe  its  success  more  to  accounting 
than  to  merchandising. 

Swatch  Marketing  108 

By  Kathleen  K.  Wiegner 

Your  once  unique  product  is  suddenly 
being  sold  by  every  Tom,  Dick  and 
Harry.  Whaddya  do?  Also:  Commen- 
tary by  Richard  A.  Shaffer. 
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SCIENCE  &  TECHNOLOGY 


110 


Where's  The  Bug? 

By  Reed  Abelson 

Summer  is  here,  and  so  are  the  deer 
ticks  that  spread  Lyme  disease.  Sadly, 
the  bacteria  that  cause  the  illness  re- 
main a  mystery  to  researchers.  Also: 
Commentary  by  Peter  Huber. 


PERSONAL  AFFAIRS 


Collectors: 

Models  Of  Distinction  122 

By  Michael  Gianturco 

Scale-model  cars  cost  up  to  $40,000 
and  zip  around  at  over  lOOmph.  Call 
them  anything  but  toys. 


Careers: 
Products  With  No  Shelf  Life         94     Hollywood  Trailers  126 

By  Lisa  Gubernick  By  Gail  Buchalter 

How  do  you  sell  a  Broadway  play  Starting  a  small  business  can  come  in 
when  the  mighty  New  York  Times  handy  for  all  sorts  of  people  midway 
pans  it?  You  call  in  Nancy  Coyne.  through  their  careers,  even  aging  tele- 

vision actors. 
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Thomas  Sowell 


A  conflict  of  visions 

In  one  of  His  books  Thomas  Sowell  says — and  I 
quote — "the  only  good  editor  is  a  dead  editor." 
He  said  much  the  same  to  me  recentiy.  I  winced, 
but  Forbes  values  outspokenness,  and  so  Dr. 
Thomas  Sowell  has  now  become  a  contributing 
columnist.  < 

He  brings  imposing  credentials.  Sowell  has 
degrees  in  economics  from  Harvard,  Columbia 
and  Chicago.  He  has  taught  at  six  colleges  and 
universities  and  is  now  a  fellow  at  the  Hoover 
Institution  at  Stanford.  Tom  Sowell  has  pub- 
lished seven  books,  mainly  on  economics  but  touching  philosophy, 
morals,  history.  My  favorite  is  A  Conflict  of  Visions,  a  literate 
exploration  of  the  roots  of  the  ancient  dichotomy  between  conserva- 
tism and  liberalism. 

But  don't  be  put  off:  All  that  erudition  hasn't  deprived  Sowell  of  a 
sense  of  humor  or  crimped  his  ability  to  produce  clean,  frisky 
English.  He  will  write  for  us  on  economics  and  anything  else  that 
crosses  his  lively  mind:  sports,  photography,  history,  social  policy. 
On  page  72  he  describes  how  our  federal  government  contributes  to 
the  decline  of  industrial  America. 

The  only  collateral  that  counts 

In  1912,  amidst  a  wave  of  populist  outrage,  a  House  of  Representa- 
tives subcommittee  held  hearings,  with  Samuel  Untermyer,  a 
smooth  New  York  lawyer,  as  the  subcommittee's  banker- bashing 
counsel.  The  star  witness  was  no  other  than  J. P.  Morgan  himself. 
This  exchange  took  place  between  Morgan  and  Untermyer: 

Untermyer:  "Is  not  commercial  credit  based  primarily  upon 
money  or  property?" 

Morgan:  "No  sir,  the  first  thing  is  character." 

Untermyer:  "Before  money  or  property?" 

Morgan:  "Before  money  or  anything  else." 

Old-fashioned  and  brusque,  that,  but  good  advice.  Read  "Mem- 
phis blues"  by  Rita  Koselka  starting  on  page  68.  Was  this  an  example 
of  what  happens  when  bankers  ignore  Morgan's  admonition?  Read  it 
and  decide  for  yourself. 

The  man  who  quotes  Lincoln 

When  William  Ziff  sold  his  family's  consumer  magazines  to  cbs  in 
1985  he  believed  himself  to  be  dying  of  cancer.  Asked  to  say  a  few 
words  at  a  contract-signing  party,  he  made  a  short  speech,  begin- 
ning, "My  friends,  no  one  not  in  my  situation  can  appreciate  my 
feeling  of  sadness  at  this  parting.  .  .  .  "and  concluding,  "To  His  care 
commending  you,  as  I  hope  in  your  prayers  you  will  commend  me,  I 
bid  you  an  affectionate  farewell." 

Without  notes  Ziff  had  recited  Abraham  Lincoln's  1861  farewell 
address  to  his  constituents  at  Springfield,  III.  That's  Bill  Ziff:  a  savant 
in  literature  and  history,  a  touch  of  sentimentality  but  shrewd  as  they 
come.  With  his  cancer  in  remission,  Ziff  turned  his  back  on  the  past 
and  built  from  scratch  a  whole  new  publishing  empire.  On  page  42 
Christopher  Palmeri  tells  the  story  in  "The  idea  that  print  is  dead  is 
preposterous." 
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It's  so  beautiful  we're  afraid  some  people  will  miss  the  point. 


What  kind  of  impression  should  a  ball  point  make?  The  new  Parker  Duofold  Ball  Point  Pen  pictured  below 
unquestionably  makes  a  rather  beautiful  one.  Indeed,  no  expense  has  been  spared  to  make  it  so. 

More  to  the  point,  however,  is  that  looks  have  never  been  everything  at  Parker.  Put  to  paper,  the  Duofold 
Ball  Point  will  glide  across  the  page  leaving  an  even  flow  of  ink.  No  skipping.  No  blobbing. 

"To  guarantee  that  it  will  (and  we  do  for  a  lifetime),  we  sculpt  our  ball  points  from  tungsten  carbide,  rather 
than  using  the  more  common  and  less  wear-resistant  steel  ball.  It  is  the  finest  writing  ball  point  in  the  world. 

We  invite  you  to  examine  the  new  Parker  Duofold  Ball  Point  Pen  and  matching  propelling  pencil  at  your 
nearest  Parker  dealer.  Beauty,  as  they  say,  is  in  the  eye  of  the  beholder.  A  statement  never  truer  than  when  you're 
making  one  with  the  new  Parker  Duofold  Ball  Point  Pen. 


THE  PARKER  IMJOEOLD  COLLECTION  RANCES  IN  PRICE  EROW  1125  TO  $300  CALL  1-800.  BEST  PEN  EOR  lill  K  NEAREST  PARKER  DEALER  Sj  1'™,  HREER  PEN  L>A  LIMITED.  JANE5VILI.E.WI  53547 


<f>  PARKER  Jt 
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Computet*  crow 

The  computer  industry  is  taking 
young  Michael  Dell  seriously.  He 
started  his  Austin,  Tex. -based  Dell 
Computer  in  1984,  at  the  tender  age 
of  19.  Three  years  ago  Forbes  told 
readers  to  watch  the  whiz  kid  with  the 
unconventional  marketing  strategy 
selling  IBM-compatible  personal  com- 
puters by  mail  (Mar.  7,  1988).  By 
keeping  inventories  low  and  market- 
ing costs  down,  Dell  Computer  Corp. 
was  underselling  PC  kings  IBM  and 
Compaq.  But  Forbes  doubted  that 


Dell  Computer's  Michael  Dell 

A  young  man  with  staying  power. 


young  Dell — he  was  only  23  at  the 
time — could  stay  the  course. 

Time  to  eat  some  crow.  Today  it's 
IBM  and  Compaq  that  are  suffering  as 
they  struggle  to  differentiate  their 
machines  from  low-priced  clones  like 
Dell's.  And  Dell  still  sells  85%  of  his 
computers  direct  to  the  customer, 
avoiding  the  chaos  in  computer  retail- 
ing that  threatens  to  put  Businessland 
in  bankruptcy.  J.D.  Power  &  Asso- 
ciates just  named  Dell  the  top  PC 
supplier  in  customer  satisfaction. 

"I  don't  think  our  machines  are 
significantly  better,"  says  Dell,  "but  I 
know  we  support  them  better.  If  a 
customer  has  a  problem  we  hear 
about  it,  so  we  can  solve  it." 

The  company's  revenues  jumped 
41%  in  its  fiscal  year  ended  Feb.  3,  to 
$546  million.  Earnings  were  $27  mil- 
lion. -Julie  Pitta 

Adequate  coverage 

With  thk  well-publicized  problems 
of  First  Executive  Corp.  and  First 
Capital  Holdings,  some  people  arc 
worrying  that  the  life  insurance  indus- 


try might  become  another  savings  and 
loan  debacle.  Like  the  thrifts,  insurers 
had  billions  of  dollars  in  junk  bonds 
and  commercial  real  estate  (July  10, 
1989).  Unlike  thrifts,  they  had  no 
federal  bailout  fund  to  fall  back  on. 

A  bailout  won't  be  needed.  First 
Executive  and  First  Capital  had  ab- 
normally large  junk  bond  holdings. 
Combined,  the  country's  130  largest 
life  insurers  have  less  than  1 0%  of  their 
assets  in  junk  bonds  and  less  than  2% 
in  troubled  real  estate,  according  to 
consultants  Townsend  &  Schupp. 
"There  was  only  a  small  group  of 
companies  that  were  assuming  too 
much  risk,"  says  Thomas  Wheeler, 
chief  executive  of  Massachusetts  Mu- 
tual Life.  "This  industry  is  nowhere 
near  where  the  s&ls  were." 

Meltdown 

The  Securities  &  Exchange  Commis- 
sion is  finally  jiggling  the  wires  at 
Peripheral  Systems.  Three  years  ago 
the  firm,  then  based  in  Portland,  Ore., 
wowed  Business  Week  and  Fortune 
with  inventor  Paul  Brown's  nuclear 
batteiy,  supposedly  capable  of  using 
radioactive  waste  to  power  everything 
from  boom -box  stereos  to  artificial 
hearts.  But  Forbes  discovered  that 
Brown  was  a  college  dropout  who  had 
been  fined  in  Idaho  for  lying  about  his 
education  and  selling  unregistered  se- 
curities (Mar.  6,  1989). 

The  SEC  is  now  asking  scientists 
about  the  validity  of  Brown's  claims 
for  the  batten'.  Those  claims,  says  a 
nuclear  engineer  hired  by  the  Depart 
ment  of  Energy,  "violate  the  laws  of 
physics."     Brown     and     Peripheral 
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Classic  lines. 

Impeccable  breeding. 

Owned  by  a  few. 

As  finely  honed  as  a 
champion  mount. 

That's  the  spirit 

of  Concord*  Saratoga*. 
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Neiman  Marcus 


The  Concord  Saratoga  Watch 
in  18  karat  gold  and  stainless 
steel.  A  timepiece  born  of  a 
rich,  colorful  heritage  and  the 
grandeur  of  the  past. 
Its  visibly  unique  detailed 
sculpting  creates  a  perfect  con- 
tinuity of  line  between  bracelet 
and  case.  Quartz  precise 
and  securely  water-resistant, 
the  Saratoga  Watch  is 
a  striking  combination 
of  superb  depend- 
ability and 
elegance. 


Being  an  Acura  engineer  requires  a  very  strong  mind.  A  very  vivid  imagination.  And,  perhaps  most  important,  a  vei 
short  memory.  After  all,  had  our  engineers  dwelled  on  all  the  praise  given  to  the  first-generation  1  figend  -  making  c  a 
and  Drivers  Ten  Best  list  three  straight  years  and  being  named  Motor  Trends  1987  Import  Car  of  the  Year-  the\  migl 
have  been  content  to  give  the  1991  Legend  just  a  few  minor  improvements.  Instead,  they  started  from  si  ratch.  And  gav 
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©  1991  Acuta  Division  of  American  Honda  Motor  Co.,  Inc.  Acura  and  Legend  are  trademarks  of  Honda  Motor  Co.,  Ltd. 


i  new  Legend  a  longitudinaHy  mounted,  200-horsepower,  3.2-liter  V-6.  A  redesigned  double-wishbone  suspension  that 
proves  handling  and  road  feel.  And  a  more  ergonomic  interior,  with  drivers  side  and  available  passengers  side  air  bags, 
lprovements  that,  along  with  hundreds  of  others,  make  the  new  Legend  more  mem- 
able  than  ever.  Call  1-800-TO-ACURA  for  more  information  and  the  nearest  dealer. 


(K)  ACURA 

V_J/  PRECISION  CRAFTED  PERFORMANCE 


COURTNEY  GIBBS  REGISTERS  HERE. 


FORMKR  MISS  I'SA.  CONK  IIOI.OTOOI). 


She's  no  runner-up, 

so  it's  Registry.  No  contest. 


REGISTER 

'  Hotels  &Resorts^ 


For  Reservations: 
1-800-247-9810 


Scottsaale      Naples       Tampa/St.  Petersburg      Charbtte      Deni>er      Minneapolis 
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The  people 
Ave  deliver, 
deliver. 
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Performance,  not  promises,  from  the  largest 

recruiting  firm  in  the  world.  Our  contingency  fee 

structure  assures  your  satisfaction.  Look  in  the 

white  pages  for  the  office  nearest  you. 


MANAGEMENT 
RECRUITERS 

rii«>  si.MK.h  .irw1  M.  i  .-.  .  ,i.    i 

Ovor  400  officer  in  Ihc  irid  L.tn.id.i 
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Chairman  Philip  Talbert  resigned  last 
year.  Last  month  Brown  was  arrested 
after  police  found  the  makings  of 
illegal  methamphetamine,  commonly 
known  as  speed,  in  his  Boise  home. 
Peripheral  lost  $3.8  million  in  fiscal 
1990,  and  the  stock  is  down  to  about 
a  quarter  from  a  1989  high  of  6V2. 
Fortune  still  gave  high  marks  to  the 
company's  $1,299  superpowered 
flashlight  last  July.  But  the  stock's 
probably  a  loser.       -  Claire  Poole 

Bummer  summer 

It  looks  like  an  endless  summer 
coming  up  for  rock  concert  promot- 
ers. Two  years  ago  rekindled  oldies 
groups  like  the  Who,  Jefferson  Air- 
plane and  Pink  Floyd,  and  heavy- 
weights like  the  Rolling  Stones, 
packed  the  nation's  venues  to  the 
tunc  of  over  $1  billion  in  ticket  sales 
{May  15,  1989).  Like  Oreos  and  Bud- 
weiser,  these  groups  have  loyal  fans 
who  will  pay  premium  prices. 
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Huey  Lewis  of  Huey  Lewis  and  the  News 
Mick  made  more. 


But  the  geezer  bauds  are  taking  a 
breather.   The  hottest  acts  to  hit  the 
stage  this  year  arc  comparative  light 
weights    like    Huey    Lewis    mk\    the 
News  and  the  Doobic  Brothers.  The 
only  act  likely  to  sell  out  even  show — 
Guns    N'     Roses  — draws    a    young 
crowd  with  just  a  fraction  of  the  pur 
chasing   power   of  the    oldies'    tans 
Ticket  discounting  is  rampant .  Maybe 
the  promoters'  lament,  to  paraphrase 
a  venerable  Who  line,  should  be: 
lvl  lope  they  get  old  before  I  die." 

-Peter  New<  omb  wm 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 

Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 

goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
250  advisors. 

If  you'd  appreciate  help  managing 
your  money,  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Guide  to  Selecting 
a  Financial  Advisor. 

'Charles  Schwab  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor.  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-228-3393 


Charles  Schwab 


Member  SIPC/New  York  Stock  Exchange.  Inc.     ©  1991  Charles  Schwab  &  Co.,  Inc.     All  Rights  Reserved 
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Unintended  consequence 

The  Japanese  carmakers'  attack  on 
high-priced  European  cars  seems  to 
be  pushing  Germany's  leading  auto- 
makers, bmw  and  Mercedes,  into 
some  fruitful  cost-sharing  arrange- 
ments. In  a  new  book,  Das  BMW- 
Mercedes  Duel,  journalist  Walter  Tun- 
ginger  quotes  Wolfgang  Reitzle,  heir 
apparent  for  the  top  job  at  bmw: 
"Because  we  recognize  more  and 
more  that  we  both  have  positions  to 
defend,  long  term  I  see  far  more 
common  ground  than  disagreements 
between  bmw  and  Mercedes."  Agrees 
Juergen  Hubbert,  a  Mercedes  board 
member,  "The  competitive  environ- 
ment will  force  a  certain  kind  of 
cooperation." 

According  to  Junginger,  BMW  and 
Mercedes  are  already  cooperating  on 
the  ecological  front.  The  companies 
will  soon  be  recycling  their  junked 
cars  together.  By  1995  each  will  sepa- 
rately introduce  "ecology-oriented" 
city  cars,  but  the  key  electrical  systems 
will  be  the  product  of  joint  research 
and  development.  It  is  doubtful  that 
Japan's  automen  saw  such  coopera- 
tion as  a  consequence  of  their  drive 
into  Europe.     -Richard  C.  Morais 

Base  reduction 

Adding  to  the  Big  Three  tv 
networks'  headaches,  A.C.  Nielsen 
Co.  recently  said  it  is  lowering  the 
base  number  of  U.S.  TV  households, 
from  93.1  million  to  92.4  million. 
That's  a  drop  of  less  than  1%,  but  even 
so  it  qualifies  as  more  bad  news  for 
network  television. 

The  networks  have  grown  used  to  a 


percent  or  two  increase  in  the  number 
of  TV  households  every  year.  Nielsen's 
base  reduction  comes  as  the  nets  are 
beginning  to  sell  next  season's  TV 
time.  The  so-called  upfront  market, 
worth  close  to  $4  billion  in  1990,  is 
likely  to  be  soft  this  year.  If  Nielsen  is 
right  and  the  base  has  shrunk  (the 
analysis  is  based  on  preliminary  census 
data,  which  could  be  revised),  it  will 
cost  the  nets  tens  of  millions  of  dol- 
lars. Alan  Gottesman,  advertising  ana- 
lyst at  PaineWebber,  also  estimates 
that  ad  rates  per  thousand  viewers  will 
be  down  about  10%.because  advertis- 
ers have  begun  to  demand  price 
reductions. 

Death  benefits 

Death  may  not  be  proud,  but  it  sure 
can  pay.  The  latest  proxy  for  Service 
Corp.  International  (revenues,  $563 
million),  the  Houston-based  funeral 
home  chain,  takes  parts  of  1 7  pages  to 
spell  out  the  compensation  of  SCI 
Chairman  Robert  L.  Waltrip  and  fam- 
ily. Between  salary,  bonuses,  divi- 
dends, benefits  and  issuance  of  both 
new  stock  and  equity  units  in  a  subsid- 


iary, Waltrip  reaped  about  $3.2  mil- 
lion in  1990.  That  doesn't  even  in- 
clude a  $545,000  loan  from  a  compa- 
ny subsidiary. 

Waltrip's  son  Blair,  executive  vice 
president,  raked  in  about  $1.2  mil- 
lion; son-in-law  T.  Craig  Benson, 
a  vice  president,  snared  about 
$100,000.  Other  family  trusts  got 
about  $400,000  in  dividends.  Even 
Waltrip's  mother,  Wanda  McGee, 
had  her  hand  in;  she  received  $40,000 
as  "director  emeritus."  The  Waltrip 
family  owns  about  3%  of  SCI  stock,  but 
took  in  $5  million  all  told,  a  lush  8% 
of  the  recovering  company's  1990 
profits.  -William  P.  Barrett 

Family  feud? 

When  the  two  branches  of  Flori- 
da's megawealthy  Collier  family 
wanted  to  go  their  separate  ways  in 
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1980,  they  divided  the  fortune  by  a 
series  of  coin  tosses.  The  split  was 
amicable,  and  both  sides  prospered. 
Today  the  combined  fortune  is  worth 
an  estimated  $1  billion. 

Now  it  looks  as  if  a  family  dogfight 
is  brewing.  One  side  of  the  family,  led 
by  Miles  Collier,  runs  a  successful 
$1.7  billion  thrift  in  Oklahoma  City. 
In  1988  the  Miles  side  bought  a 
14.5%  position  in  Hirst  Federal  Sav 
ings  &  Loan  Association  of  fort  My- 
ers (assets,  $1  billion). 

The  other  side  of  the  family  is  led  by 
Barron  Collier  III,  first  cousin  to 
Miles.  The  Barron  side  has  long 
owned  9.9%  of  First  federal;  Barron 
sits  on  the  board.  In  April  the  Miles 
branch  asked  regulators  to  release  it 
from  an  agreement  not  to  influence 
the  thrift,  and  perhaps  to  be  allowed 
to  buy  all  the  stock.  This  was  a  slap  in 

the  face  to  cousin  Barron  ami  other 
board  members, 
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Barron  isn't  saying  much  and  nei- 
ther is  Miles.  Miles'  side  does  note, 
however,  that  it  runs  a  successful  $1.7 
billion  thrift  in  Oklahoma  City.  First 
Federal  has  a  poison  pill  triggered  at 
15%,  but  investors  have  already  profit- 
ed from  the  intrafamily  squabble:  The 
o-t-c-traded  stock  jumped  15%  on 
news  of  the  April  filing. 

Some  stamps 

Watch  out  for  some  far-out  invest- 
ment advice  from  Alan  Shawn  Fein- 
stein's  newsletter,  The  Wealth  Maker 
(claimed  readership,  over  400,000; 
cost,  $9.50  for  a  two-year  subscrip- 
tion). Mostly  it's  feeble  stuff  he's 
peddling,  such  as  buy  a  T  bill  fund  or, 
to  raise  quick  cash,  hold  a  yard  sale. 
The  newsletter  comes  with  free  gifts 
like  a  "stress  biofeedback  card,"  and 
even  phone-in  privileges  to  ask  finan- 
cial advice. 

But  what  Feinstein  really  sells  is  an 

endless  series  of  collectibles.  He's  cur- 

rendy  flogging  a  stamp  series  from  the 

West  African  nation  of  Sierra  Leone. 

.  One  of  the  stamps  features  a  face-like 

•  rock   formation   on   the   surface   of 


Mars.  Each"  set  of  37  costs  $135; 
Feinstein  quotes  a  former  science  ad- 
viser to  cbs  as  saying  that  these  sets 
"should  be  worth  $10,000  to 
$25,000  apiece!" 

The  U.S.  postal  inspectors  have 
received  thousands  of  inquiries  and 
complaints  about  Feinstein  over  the 
years,  mostiy  alleging  that  his  news- 
letter package  is  worthless.  Feinstein 
says  he's  "completely  shocked"  by 
the  volume  of  complaints  and  that  he 
stands  by  his  product  with  a  one-year 
money- back  guarantee.  WM 
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FIDELITY  EMERGING  GROWTH  FUND 


#y  Target  America's 
Fastest  Growing 


Companies 


Today's  new  products  and  technologies  could  be  the  path  to  tomorrow's  growth 
opportunities.  Now,  the  new  Fidelity  Emerging  Growth  Fund  gives  you  a  way  to  tap 
the  potential  of  some  of  today's  fastest-growing  companies.  This  aggressive  fund 
invests  primarily  in  stocks  of  small  companies  expected  to  achieve  rapid  growth 
in  earnings  or  revenues.  As  with  any  stock  fund,  share  prices  may  be  volatile. 

Call  today  and  learn  how  emerging  growth  companies  may  fit  with  your  long- 
term  investment  goals.  Start  with  just  $2,500;  $500  for  IRAs. 

No  Sales  Charge  Thru  1991! 
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Call  24  hours  1-800-544-8888    l?I«* 


Fidelity  Emerging  GrOWth  Fund.  For  more  complete  information,  includ 
ing  management  fees,  expenses,  and  sales  charge,  please  call  or  write  for  a  free  prospectus 
Read  it  carefully  before  you  invest  or  send  money.  You  may  have  a  gain  or  loss  when  you  sell 
your  shares.  The  fund  will  impose  a  .75%  redemption  fee  on  shares  held  less  than  90  days. 
Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX 
75266-0603. 


Fidelity 


Investments  ® 

CODE:  FORB/FEG/061091 


Just  a  reminder: 

No  one  ever  ran  up  an  expense  account 
during  an  MCX  conference  call. 


You've  seen  it  all  before.  The  parts 
manager  from  Cleveland  who  orders 
lobster  thermidor  as  an  appetizer.  The 
sales  group  from  California  that  throws 
an  intimate  party  for  125  of  their  best 
prospects.The  marketing VP  who  thinks 
it's  good  for  the  company's  image  to  be 
seen  in  a  stretch  limousine. 

All  can  be  avoided  with  MCI  Forums 
You  can  talk  with  five,  ten,  twenty,  up  to 
1,000  people  at  once,  no  matter  where 
they  are.  Just  make  one  call,  reserve 


your  time,  and  our  MCI  Forum  operator?! 
do  the  rest. 

We'll  contact  each  party,  connecting 
everyone  within  10  minutes.  If  not,  the 
call's  free* 

If  people  don't  know  where  they'll  b«; 
at  the  designated  time,  they  can  join  th<( 
call  by  dialing  your  company's  perma- 
nent 800  number.  This  exclusive  service, 
is  called  Personal  800  Meet  Mer 

What's  more,  your  conference  call 
can  be  arranged  almost  immediately  2i 


r  valid 411/91    67  '■'/■>!  4ssu/ 


![iudi  i\  irnn  available  / 


ours  a  day;  with  our  ASAP  Calling.  You'll 
id  it  perfect  for  those  rare  emergencies 
lat  happen  so  frequently  in  business 
lese  days. 

You  don't  have  to  be  an  MCI  long  dis- 
mce  customer  to  use  MCI  Forum. 
du  just  have  to  pick  up  the  phone  and 
ial  1-800-383-8883  to  find  out  more. 

Should  you  need  further  reason  to 
y  MCI  Forum,  stop  reading  this  ad,  and 
:art  taking  a  look  at  your  employees' 
xpense  reports. 


MCI  Forum 
Conference  Calling 

1-800-383-8883 

Guaranteed  in  10  minutes.  Or  free. 


MCI 
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is  delighted  that 

we  were  the 

only  hotel  in  the 

United  States  — 

indeed,  in  all  or 

North  America  — 

to  he  added  to  the 

distinguished  list 

ofMokil5-Star 

Award  winners 

in  1990. 

He's  certain  it  was 
the  pancakes. 


Four  Seasons  Hotel 

LOSANGELES 
at  Beverly  Hills 

300  South  Dohunv  Drive 

At  Burton  Way,  Los  Angeles,  CA  90048 

Telephone:  (213)  273-2222 


State  of  the  unions 

Sir:     Re     your    article     "Collision 
course"  (May  13)  about  public  em- 
ployee unions.  There  is  only  one  way 
to  give  politicians  a  little  backbone 
when  dealing  with  special  interests, 
including  unions — cut  off  the  money  .<• 
Make  it  illegal  to  accept  funds  from 
any  entity  that  is  not  legally  able  to 
vote.  That  wipes  out  pacs,  unions, 
corporations,  "public  interest  pres- 
sure groups." 
-John  Harvey 
Illiopolis,  III. 

Sir:  Right  on  target,  but  you  didn't 
offer  a  solution.  My  unpleasant  solu- 
tion is  for  New  York  City  to  go  bank- 
rupt. The  way  I  understand  it,  if  New 
York  City  goes  bankrupt,  all  its  labor 
contracts  will  have  to  be  renegotiated 
and  approved  by  the  court. 
-Walter  J.  Schloss 
New  York,  N.Y. 

Sir:  Perhaps  our  politicians  should 
follow  the  lead  of  corporate  America 
and  consider  outsourcing  support 
service  functions.  While  New  York 
City's  public  schools  have  taken  a  step 
in  this  direction  by  contracting  for 
custodial  services,  what  your  article 
described  is  merely  a  sweetheart  deal 
without  any  real  competitive  pres- 
sure. If  the  city  opened  this  contract 
up  for  competitive  bids,  they  would 
realize  a  much  better  price  than 
$57,000  a  year  for  custodians,  and 
they  would  receive  vastly  improved 
services. 

-Rodney  D.  Clark 
Rockville,  Md. 

Sir:  My  union,  AESCME  #2002,  has  lost 
jobs  to  outsourcing  to  private  sector 
contractors.  I  have  not  had  a  raise  in 
three  years;  the  last  offer  was  for  2.5%, 
over  three  years. 

If  you  absolutely  want   to  know 
what's  going  on  in  the  public  sector, 
get  a  job  there! 
-Eric:  L.  Hoover 
Pontiac,  Mich. 

Sir:  FORBES  takes  complex  problems 
and  blames  them  primarily  on  one 
component,  the  labor  unions.  For 
example,  there  are  many  reasons  why 
the  children  today  are  not  being 
served  as  well  as  they  should  be  by  the 
current  educational  system.  If  unions 


can  help  teachers  gain  better  working 
conditions  and  decent  salaries,  there- 
fore drawing  a  brighter,  better  teach- 
er, then  that  is  one  step  in  the  solution 
to  the  education  problem. 
-Jim  and  Karen  More 
Barlett,  Tenn. 

Bond  insurers  strong 

Sir:  Re  "Is  there  such  a  thing  as 
municipal  junk?"  (Apr.  29).  I  did  not 
say  "I  can  see  the  insurers  handling 
one  municipal  default,  but  I  can't 
picture  them  tackling  two."  Bond 
insurers  can  easily  tackle  more  than 
one  default.  In  fact,  they  can  readily 
digest  hundreds  of  average-size  de- 
faults. By  "uncharted  territory"  I  was 
referring  not  to  routine  payouts  but 
to  the  ability  of  the  insurers  to  handle 
a  bunch  of  massive  defaults 
simultaneously. 
-M\rk  H.S.  Cohen 
Managing  Director,  Financial 

Guaranties 
Fitch  Investors  Service,  Inc. 
New  York,  N.Y. 

Field  of  dreams 

Sir:  I  can  assure  you  that  the  Pirates 
organization  and  its  ownership  group 
are  not  playing  accounting  games 
("Bases  loaded,  nobody  out,"  Apr. 
1).  In  1990,  the  Pirates  had  an  annual 
payroll  of  S16.4  million.  As  a  result  of 
much-publicized  salary  arbitrations 
and  negotiations,  the  annual  payroll 
of  our  Major  I  ,eague  roster  for  1 99 1  is 
approaching  S25  million,  an  increase 
in  excess  of  50%.  There  is  nothing  in 
the  way  of  revenues  that  can  come 
close  to  tracking  that  escalation. 
(  \ri.  F.  Barger 
President 

Pittsburgh  Baseball  Club 
Pittsburgh,  Pa. 


Pirates'  Barry  Bonds 


Forba  ■  fune  10.  I'^l 


Plenty  profitable 

Sir:  In  your  Forbes  500  issue  (Apr. 
29)  you  printed  our  net  profit  at 
$13.1  million.  The  correct  number  is 
$130.1    million.    Had    the    correct 
number  been  used,  we  would  have 
been  listed  as  311th  in  profitability. 
-Finis  F.  Conner 
Chairman  and  Chief  Executive 
Conner  Peripherals 
San  Jose,  Calif. 


One  man's  appraisal 

Sir:  Re  your  article  on  how  govern- 
ment agencies  are  burdened  with  the 
task  of  selling  off  millions  in  personal 
property  to  recover  on  bad  loans 
("Art  for  whose  sake?"  Apr.  29).  It  is 
sickening  to  read  how  fine  art,  jewelry 
and  other  collectibles  have  been 
dumped  on  the  market. 

I  recommend  that  Mr.  William 
Seidman  appoint  a  National  Collect- 
ibles Liquidation  Board,  composed  of 
experts,  dealers  and  appraisers,  to  ad- 
vise, region  by  region,  how  these  vast 
accumulations  can  best  be  handled  to 
give  Uncle  Sam  the  best  return  for  the 
seized  properties. 
-Louis  Zara 
Past  President 

Appraisers  Association  of  America 
New  York,  N.  T. 

Medical  opinion 

Sir:  The  fact  that  T2  Medical  is  a 
profitable  company  doesn't  necessar- 
ily mean  that  it  has  raised  the  cost  of 
medical  care  ("The  doctors  and  the 
dealmakers,"  Apr.  15).  If  the  total 
cost  of  home  administration  of  I.V.s  is 
less  than  would  have  been  expended 
in  a  hospital  setting,  then  the  overall 
health  care  system  is  saved  money. 

If  Forbesms  truly  concerned  about 
ethics  or  rising  health  care  expendi- 
tures, stop  accepting  advertising  for 
tobacco  and  alcohol,  use  your  editori- 
al clout  to  convince  people  not  to  own 
shares  of  companies  that  manufacture 
products  (such  as  tobacco)  that  ad- 
versely affect  the  health  of  citizens, 
and  encourage  cessation  of  their  use. 
This  would  dramatically  decrease  the 
need  for  care,  decreasing  the  total 
expenditure  for  health. 
-Richard  L.  Lew,  M.D. 
Oncology  Consultants,  Inc. 
Cincinnati,  Ohio 
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Making  It  In  Savannah  Has  Always  Been 
An  Easy  Come,  Easy  Go  Proposition, 

Whether  your  business  is  manufacturing  or  distribution,  Savannah,  Georgia,  offers 
you  the  best  of  both.  The  workforce  here  is  skilled,  ready,  and  always  productive.  In 
heavy  industry,  light  industry  and  high-tech  manufacturing. 

-jwajj^w^    Savannah  is  also  the  busiest  decpwatcr  port  on  the  south- 

l^wL*  '    ■k^"'     Atlantic  coast,  enabling  your  company  to  speed  cargo  to 
^/.i.s  i^*M^#    m^  fr°m  mV  P31^  °^      Slorje.  And  as  the  city's  skyline 
•  ^T^mBSt     shows-a  new-built  bridge,  factories,  hotels,  churches, 

"****SP*^^    shopping  malls-Savannah  is  energized  for  the  future. 

To  find  out  all  the  bottom-line  reasons  to  relocate  in        #aA|%AI  A 
Georgia,  please  write  us.  Or  call  404-656-9306.  GEORGIA 

Savannah.  Ano[her  way  to  strike  it  rich  in  Georgia.     TiJcKta^iKinMsliNlay 


Georgia  Department  of  Industry,  Trade  &  Tourism.  Dept.  FBS.  P.O.  Box  1776,  Atlanta,  GA  30301 
Photo  Courtesy,  Georgia  Department  of  Archives  and  History. 


A  CREW  WITH  A  VIEW 

They're  The  McLaughlin  Group.  Each  with  a  view 
that's  contentious  and  contagious.  (Clockwise  from  left) 
Jack  Germond,  Eleanor  Clif  t,  John  McLaughlin, 
Fred  Barnes,  Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 


COGNAC 


Wetvnessy 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


AWAY 

How  CAN  THE  U.S.  avoid  a  quagmire  in  northern  Iraq? 
How  long  will  we  have  to  stay  to  protect  the  Kurds  from 
sadistic  Saddam? 

We  can  both  save  the  Kurds,  who  won't  be  impressed  by 
Saddam's  latest  pledge  of  safety,  and 
get  our  troops  home.  How?  By  taking 
a  cue  from  the  long-defunct  League  of 
Nations  and  establishing  a  so-called 
trusteeship  in  northern  Iraq  where  the 
Kurds  lived.  Just  as  the  League  once 
designated  countries  as  trustees  for 
certain  territories,  so  too  the  U.N.  or 
the  U.S.  and  its  allies  could  appoint 
Turkey  to  guarantee  the  integrity  of 
that  area  from  the  depredations  of 


Turkey 
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Baghdad.  Saddam  is  not  about  to  tackle  the  Turkish  army. 
The  trusteeship  could  be  fixed  for  a  certain  number  of 
years,  with  renewal  dependent  on  conditions  at  that  time. 
History  provides  ample  justification.  The  unwilling 
Kurds  (who  preferred  Turkey  to  Iraq) 
were  put  under  Baghdad's  rule  by  the 
British  in  the  1920s  with  the  under- 
standing that  they  would  have  autono- 
my. That  promise  has  never  been  kept. 
Creating  a  trusteeship  would  pro- 
vide a  fig  leaf  for  those  Arab  and 
American  diplomats  hung  up  on  pre- 
serving Iraq's  territorial  integrity,  be- 
cause it  wouldn't  permanently  break 
up  the  country. 


ONE  EASY  AND 

to  help  curb  rising  health  costs:  a  ruling  that  doctors  must 
inform  patients  when  they  prescribe  treatments  in  which 
they  have  a  financial  interest. 

A  growing  number  of  physicians  now  routinely  steer 
patients  to  laboratories,  nursing  homes,  hospitals  in 
which  the  doctors  are  either  shareholders  or  from  which 
they  receive  lucrative  advisory  or  director's  fees.  The  same 
conflict  of  interest  is  true  with  regard  to  some  of  the 
medicines  and  procedures  they  order  for  patients. 

Lawyers  cannot  be  both  prosecutors  and  defense  attor- 
neys for  clients.  Brokers  must  inform  customers  if  they 
have  a  position  in  a  stock  they're  touting.  Government 
officials  aren't  allowed  to  steer  government  business  to 
firms  in  which  they  have  a  financial  stake. 


ETHICAL  WAY 

This  blatant  conflict  of  interest  is  an  outrage.  At  the 
least,  doctors  should  be  required  not  only  to  inform 
patients  if  they  have  such  an  interest  but  to  verify  in 
writing  that  the  fees  they're  charging  are  not  out  of  line 
with  other,  untainted  providers. 

It's  too  much  to  expect  of  human  nature  that  with 
what  is,  in  effect,  a  captive  market  physicians  won't  charge 
inflated  fees  or  prescribe  tests  or  treatments  that  are 
actually  unnecessary. 

Why  can't  the  American  Medical  Association,  the  health 
insurance  companies  and  the  Department  of  Health  and 
Human  Services  make  such  disclosures  mandatory? 

That  kind  of  disclosure  helps  create  free  markets  and 
limits  unethical  behavior. 


LATIN  AMERICA-THE  NEXT 

Latin  America,  an  economic  basket  case  for 
almost  a  decade,  may  be  on  the  verge  of  an 
economic  miracle. 

The  portents  are  encouraging. 

Mexican  President  Salinas  has  been 
opening  up  his  economy,  reducing  regula- 
tor}' barriers  and  sweeping  away  obstacles 
to  foreign  investment.  He  has  slashed  infla- 
tion. Interest  rates  have  tumbled.  The 
economy  is  showing  its  best  growth  in 
years.  The  stock  market  is  surging  in 
expectations  of  even   better  times,  which 


Argentine  Finance  Min- 
ister Domingo  Cavallo: 

enemy  of  funny  money. 


PACIFIC  RIM 

will  be  coming  if  the  free  trade  agreement 
is  successfully  negotiated. 

Other  Latin  nations  will  want  to  tie  in  to 
this  pact.  In  the  meantime,  a  growing 
number  of  them  are  opening  up  their 
economies  with  pro- growth  reforms. 

Venezuela  is  cutting  back  on  regulations 
and  readying  an  impressive  privatization 
program.  Argentina — would  you  believe 
it? — has  pegged  the  austral  to  the  dollar. 
The  printing  presses  have  been  shut  down. 
Result:  Short-term  rates  have  plummeted 
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from  almost  200%  to  20%. 

Brazil  has  just  forced  the  resignation  of  its  maniacally 
destructive  Economics  Minister  and  her  confederates, 
who  had  battered  and  frightened  the  middle  class  by 
seizing  their  bank  assets.  She  has  been  replaced  by  highly 
respected  Marcilio  Marques  Moreira,  a  former  ambassa- 
dor to  the  U.S.  who  is  a  believer  in  free  trade  and  in  low 
taxation.  No  wonder  the  Brazilian  stock  market  shot  up 
like  a  rocket  when  his  appointment  was  announced. 

Even  Peru,  about  which  all  one  hears  is  cholera  and 
guerrilla  war,  has  an  economic  surge  in  the  making.  Tariffs 
have  been  cut,  government  spending  has  been  slashed 
dramatically,  and  the  tax  system  is  being  reformed.  Just  as 
impressively,  regulations  on  setting  up  businesses  have 
been  amazingly  simplified:  Paperwork,  which  once  almost 
took  a  year,  can  now  be  processed  in  a  day.  Literally 
thousands  of  new  enterprises  are  being  registered.  The  way 
laws  and  decrees  are  formulated  is  being  democratized. 


They  can  no  longer  be  enacted  in  secrecy.  Peru  has  also 
launched  a  genuine  land  reform  program,  with  thousands 
of  farmers'  being  given  legal  title  to  their  land. 

The  Catholic  Church,  for  generations  an  obstacle  to 
economic  progress,  is  changing  its  stance,  prompted  in  part 
by  the  Pope's  encyclical  on  capitalism.  At  a  recent  confer- 
ence of  economists  arid  Catholic  bishops  in  the  Dominican 
Republic,  church  officials  demonstrated  new  respect  for 
free  markets  as  a  means  of  lifting  the  poor  out  of  poverty. 

For  centuries  Latin  America  has  been  plagued  by  govern- 
ment-dominated economies — whom  you  knew  mattered 
more  than  your  business  abilities.  Free  enterprise  as  we 
think  of  it  didn't  exist  south  of  the  border.  When  Marxists 
there  denounced  capitalism,  they  were  actually  excoriating 
a  system  that  was  feudalistic  rather  than  capitalistic. 

A  new  day  is  dawning  in  Central  and  South  America 
and  the  Caribbean.  Wise  investors  will  take  note.  This 
region  is  where  the  Pacific  Rim  was  30  years  ago. 


WHITTLING  AWAY  THE  PUBLIC  EDUCATION  MONOPOLY 

Chris  Whittle  may  do  for  education  what  Henry  provide  a  good  education  at  no  greater  cost  per  pupil 
Ford  did  for  automobiles:  make  a  quality  product  than  public  schools  now  do.  It  should  be  less.  The  Board 
at  an  affordable  cost  available  to  everyone.  of  Education  of  New  York  Cits'  (population  7  million) 


Whittle  recently  unveiled  plans  to 
launch  a  chain  of  for-profit  schools 
that  would  enroll  students  from  kin- 
dergarten to  12th  grade.  These  insti- 
tutions would  have  their  own  curricu- 
lum and  textbooks  and  would  make 
full  use  of  modern  video  and  comput- 
er technologies.  He  plans  to  hire 
scores  of  researchers  and  use  their 
findings  before  opening  these  schools 
by  1996.  Public  school  systems  could 
lease  or  buy  the  model  he  devises. 

The  entrepreneur  believes  he  can 


Chris  Whittle: 

enemy  of  incompetent  education. 

THIS  BOY'S  GOING  PLACES 


has  more  bureaucrats  and  administra- 
tors than  does  the  entire  nation  of 
France  (population  56  million). 

Whittle's  schools  will  catalyze  sup- 
port for  choice  whereby  parents  can 
pick  what  school  to  send  their  kids  to 
rather  than  be  forced  to  go  to  the 
institution  that  is  located  in  their  par- 
ticular district. 

Whether  or  not  Whittle's  idea  sees 
the  light  of  day,  it  is  a  wonderful 
example  of  the  growing  ferment  in 
American  education. 


The  other  day  Fanny  Mae's  impressive  new  boss,  James  "Do  you  realize  that  in  1981  we  were  losing  $1  million 

Johnson,  shared  this  story  with  us:  One  of  the  company's  everY  business  day!  Now  we  are  making  a  profit  of  $4 

top  executives  was  telling  his  eight-year-old  son  how  million  every  business  day!  "The  son's  response:  "So  why 

much  progress  FNMA  had  made  during  the  past  decade,  aren't  you  open  on  weekends?" 
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THE  NEXT 

by  David  Halberstam  (William  Morrow  &  Co.,  $16.95). 
Don't  waste  your  money  on  this  best-selling  jeremiad. 
You've  heard  it  all  before — the  U.S.  has  been 
in  decline  ever  since  we  overreached  in  Viet- 
nam; we're  less  competitive;  everyone  else  is 
catching  up  with  or  surpassing  us;  we're  going 
the  way  of  the  British  Empire. 

That's  a  favorite  word  of  Halberstam's — 
"empire."  If  that's  what  we  are,  we're  garrison 
ing  it  on  the  cheap.  We  spend  5.3%  of  GNP  on 
our  military,  a  little  over  half  of  what  we  were 
devoting  to  arms  40  years  ago.  American  manu- 
facturing in  the  past  ten  years  has  had  one  of  its 
most  extraordinary  peacetime  expansions  in 
both  productivity  and  output.  The  technology  boom, 
begun  in  the  late  1970s,  continues  with  a  dazzling  array  of 
new  advances  in  computers,  chips,  software,  lasers,  bio 


Oiilun 


CENTURY 

technology  and  genetics.  Halberstam,  like  other  Chicken 
Littles,  missed  completely  the  strength  of  the  American 
military.  If  all  this  is  Roman  Empire-like  dc 
cline,  may  we  have  more  of  it. 

The  only  part  of  this  book  worth  reading  is  a 
few  pages  on  Japan's  Kyocera(  Kyoto  Ceramics) 
and  its  fascinating  founder,  Ka/uo  Inamori. 
Excerpt:  When  I  think  of  the  drive  for  excellence 
and  the  sense  of  persona/  obligation  that  it  so  often 
represents,  I  think  of  Kazuo  Inamori,  head  of 
Kyocera.  If  Honda  was  a  Japanese  Henry  I'ord  of 
the  automobile  industry,  then  Inamori  is  I'ord V 
lineal  descendant  in  support  systems  for  high 
technology.  He  has  placed  his  company  on  the 
leading  edge  of  technology.  Nothing  bores  him  more  than 
things  in  which  he  has  already succeeded.  "What  we  like  to  do 
next," he  says,  "is  what  people  tell  us  we  can  never  do.  "   WM 
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SHEAFFER 

For  the  dealer  nearest  you,  call  1-800-FINE  PEN. 


® 


The  experts  say  companies 

like  yours  will  spend  $240  billion  on 

client-server  computing. 

< 

Maybe  you  should  start  by  spending 

a  few  minutes. 


It  is  not  a  fad,  or  a  vision  of  the  future. 

Client-server  computing  is  real. 

It's  the  fastest  growing  form  of 
business  computing  since  the  PC*  And 
its  rewards  are  tempting:  Tremendous 
power  for  the  dollar.  Longer  hardware 
lifecycles.  Lower  training  costs.  Less 
maintenance.  Faster  timerto-market. 
Better  workgroup  productivity. 

So  what  exactly  is  client-server 
computing? 

Ideally,  it  combines  a  PC's  ease-of- 
use  with  the  computing  power  of  far 
larger  systems.  It  lets  people  locate 
information  on  computers  throughout 
the  company  —  without  having  to 
know  where  to  look,  or  how  to  get 
there.  And  it  inspires  workgroups  to 
collaborate  in  entirely  new  ways. 

These  ideal's  are  not  just  Sun's. 
They're  shared  by  every  vendor  of 
client-server  computing. 

What  makes  Sun^  different  is  how 
we  accomplish  them: 

1)  We  put  the  focus  of  computing 
power  wherever  it  can  do  you  the  most 
good  —  on  the  desktop,  on  the  server, 
or  split  between  the  two. 

2)  We  build  everything  into  our 
desktop  workstations  that's  needed  for 


true  client-server  computing  (RISC 
processing,  multitasking,  Ethernet, 
e-mail,  audio,  a  graphical  user  inter- 
face, and  plenty  of  memory  and 
storage). 

3)  We  give  you  a  simple,  consist- 


ent way  to  work  within  applications, 
access  files,  print,  send  mail,  and  man- 
age network  resources. 

4)  We  offload  processing  from  host 
computers  to  servers  and  workstations 
—  your  system  can  grow  without  limits, 
and  in  less  costly  increments. 

5)  We  integrate  all  of  your  com- 
pany's computers,  so  you  can  draw 
upon  the  data,  applications,  and  proc- 
essing power  of  every  computing 
resource  on  the  network. 

That's  what  we  do. 

Now  here's  how  we  did  it. 


The  luxury  of  nothing. 

Nine  years  ago,  when  Sun  began  to 
explore  client-server  computing,  we 
had  a  huge  advantage  over  other  com- 
puter companies. 

We  had  no  proprietary  technology 
to  protect. 

Our  engineers  were  free  to  design 
a  total  client-server  solution;  one  that 
would,  over  time,  embrace  promising 
new  cpncepts  in  computing,  such  as 
RISC  processing,  object  management, 
and  digital  imaging. 

Which  leads  us  to 
another  advantage  Sun 
had  in  its  favor: 

By  starting  out  with  a  completely 
open  mind,  we  ended  up  with  com- 
pletely open  technology. 

Open  to  anything. 

From  the  beginning,  we  were  deter- 
mined that  a  Sun  client-server  solution 
should  be  able  to  include  the  hard- 
ware, networks,  and  databases  you 
already  use. 

Today,  every  Sun  workstation 
and  server  is  powered  by  the  SPARC 
microprocessor,  running  the  UNIX'" 
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operating  system,  accessible  by  the 
OPEN  LOOK®  graphical  user  inter- 
face, and  linked  together  in  the  ONC™ 
networking  environment. 

Each  of  these  technologies  was 
designed  on  open  industry  standards; 
or,  where  no  existing  standards  were 
to  be  found,  we  made  ours  available  to 
the  rest  of  the  computing  world. 

Consequently,  a  Sun  system  gives 
users  uncomplicated  access  to  all  of 
your  existing  computers  —  even  those 
running  proprietary  operating  systems 
such  as  Ultrix,  AIX,  OS/2,  Xenix, 
DOS,  VMS,  MVS,  VM,  and  Macintosh. 

Still,  we  weren't  satisfied  just  to 
make  our  systems  compatible  with 
your  equipment. 

We  also  wanted  them  to  be  com- 
patible with  your  people. 

A  simple  answer. 

Long  ago,  we  asked  ourselves  if  the 
technical  complexities  of  client-server 
computing  could  possibly  be  hidden 
from  the  people  who  use  it. 

The  answer  is  Yes. 

We  made  computing  simple  for 
users  by  giving  them  a  graphical  inter- 
face that's  as  intuitive  as  Macintosh  or 
Windows®  3.0.  Nearly  2,500  software 
applications  run  on  Sun  systems  includ- 
ing Lotus®  1-2-3®  and  WordPerfect.® 

We  made  system  administration 
simpler  with  SunNet™  Manager.  It's 
a  powerful  set  of  tools  that  actually  uses 
the  network  to  manage  itself. 

We  made  life  simpler  for  software 
developers,  too,  with  more  than  400 
Sun  and  third-party  CASE  tools. 


Is  it  really  worth  it? 

The  Wall  Street  Journal,  Mitsubishi 
Bank,  New  Zealand  Inland  Revenue, 
Northwest  Airlines,  Shell  Oil,  Xerox, 
NYNEX,  and  hundreds  of  other 
respected  businesses  around  the  world 
are  using  Sun  systems  today.  This  is 
what  they  report: 

We  get  more  computing  for  the  money. 
Companies  find  that  a  network  of 
Sun  servers  and  workstations  accom- 
plishes more  work  in  less  time  than  the 


costlier  host  systems  they  had  previ- 
ously used. 

We're  cutting  costs  and  raising  profits. 
For  example,  a  Canadian  insurance 
company's  Sun  system  reduced  over- 
head expenses  by  55%,  and  boosted 
profits  by  30%. 

We  not  only  protected  our  investment, 
we  improved  it.  Existing  host  systems 
and  PCs  can  be  put  to  more  efficient 
use  as  network  servers  and  clients. 
Offload  some  of  a  mainframe's  tasks 
to  other  servers,  and  you  could  even 
prolong  its  life  expectancy 


We're  no  vendor's  prisoner.  The  open 
technologies  of  SPARC,  UNIX,  OPEN 
LOOK,  and  ONC  give  companies  the 
freedom  to  choose  among  vendors  for 
the  price  and  performance  that  suits 
their  needs. 

The  next  investment  is  ours. 

As  much  as  we  appreciate  the  time 
you've  just  invested  with  us,  the  fact  is 
there's  much  more  to  know  about 
client-server  computing. 

So  now  we'd  like  to  make  a  small 
investment  in  you. 

Simply  mail  this  coupon  or  call  us 
at  1-800-233-7472  ext.  468,  and  we'll 
send  you  a  complete  package  of  useful 
information.  We'll  also  invite  you  to 
meet  with  a  Sun  representative. 

After  reading  this  ad,  you  already 
know  more  about  client-server  com- 
puting than  most  of  your  competitors. 

Send  the  coupon,  and  we'll  tell  you 
the  rest. 
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Tell  me  more. 

Q  Send  me  your  client-server  overview. 
Q  Tell  me  about  Sun  workstations. 
Q  Tell  me  about  Sun  servers. 
Q  Tell  me  about  Sun  networking. 
Q  Call  me  for  an  appointment. 
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Name . 


Function/Title . 

Company 

Address 


Telephone 

Please  mail  this  coupon  to: 

Sun  Microsystems,  Attn:  Corporate  Marketing 

PAL1-507,  2550  Garcia  Avenue,  Mountain  View,  CA  94043 


#>sun 


microsystems 
The  purest  form  of  client-server  computing:- 


I 


468 
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Other  Comments 


Just  Deserts 

In  the  first  day  of  share  trading  in 
Poland  since  the  German  invasion  in 
1939,  stock  prices  rose  for  four  of  the 
five  newly  privatized  firms  represent- 
ed. Some  50  freshly  trained  brokers 
in  white  shirts  and  red  suspenders 
savored  the  historical  irony  of  the 
stock  market's  location:  former  com- 
munist party  headquarters. 
-Radio  Free  Europe/Radio  Liberty 
Daily  Report 

California  Justice? 

In  her  Washougal,  Wash,  mailbox 
was  a  tax  bill  [from  California]  for 
$400,  made  out  to  S.  Venis.  Vickie 
Laurence  wasn't  worried  until  she 
noticed  her  own  Social  Security  num- 
ber at  the  bottom  of  the  bill.  .  .  . 

Vickie  suggested  that  the  state  of 
California  locate  this  S.  Venis,  get  its 
money  from  him  and  get  his  real  SS 
number.  "That's  when  they  started 
telling  me  I  should  just  pay  the  tax," 
says  Vickie.  "I  said  :  'No  way!'  " 

Vickie  called  the  Social  Security 
Administration  and  it  removed  S. 
Venis'  funds  from  Vickie's  account. 
Vickie  called  the  IRS.  It  discovered 
that  S.  Venis  owed  the  federal  gov- 
ernment $20,000  in  back  taxes. 
Vickie  explained  the  mistake  and  the 
IRS  said  she  wouldn't  be  asked  to  pay 


the  $20,000.  But,  said  the  IRS,  the 
state  of  California  had  slapped  a  lien 
on  her  1990  tax  return.  Vickie  really 
should  try  to  straighten  things  out 
with  California,  said  the  IRS. 

Jim  Reber,  spokesman  for  the  Cali- 
fornia tax  board,  says  it's  not  Califor- 
nia's responsibility  to  clear  up  the 
mistake. "We're  not  in  a  position  to 
verify  some  14  million-plus  Social  Se- 
curity numbers,"  says  Jim. 
-by  Margie  Boule, 
The  Oregonian 

Traveler's  Tales 

Detour  sign  in  Kyushi,  Japan: 
Stop) — Drive  Sideways. 
-Derek  Davies, 
Far  Eastern  Economic  Review 

Down  with  Bureaucrats 

Peruvian  economist  Hernando  de 
Soto  discovered,  through  his  work  in 
Peruvian  slums,  that  the  shackles  of 
mercantilism  and  state  control  that 
have  hampered  individual  achieve- 
ment and  competition  in  Latin 
America  have  an  escape  valve:  a  huge 
informal  economic  sector.  Mr.  de 
Soto  challenged  Latin  governments 
to  secure  property  rights  and  remove 
the  regulatory  and  social  barriers  that 
prevent  the  informal  sector  from  pro- 
ducing  above   ground.    Only   then 
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'Gee,  fellas— junk  bonds." 


would  Latin  countries  see  the  devel- 
<  opment  of  a  productive  middle  class 
that  would  benefit  society  as  a  whole. 
Since  Peru's  President  Alberto  Fu- 
jimori was  inaugurated  six  months 
ago,  the  Institute  of  Liberty  and  De- 
mocracy, which  Mr.  de  Soto  heads, 
has  formulated  three  policy  initiatives 
approved  by  the  president.  And  [it  has 
been]  announced  that  the  new  fi- 
nance minister  will  be  a  former  ILD 
director,  Carlos  Bolona.  Mr.  de  Soto 
says,  "The  people  are  now  going  to 
make  the  rules.  And  whoever  makes 
the  rules  of  the  game  runs  the  game." 
-by  David  Asman, 
Wall  Street  Journal 


Education  is  one  of  the  few 
things  a  person  is  willing 
to  pay  for  and  not  get. 
-William  L.  Bryan 


More  Luxury  for  the  Mark 

The  U.S.  auto  industry  may  be  slog- 
ging along  in  the  slow  lane,  but  there 
is  at  least  one  place  where  American 
car  sales  are  in  high  gear.  In  Germa- 
ny, long  known  for  its  smug  sense  of 
carmaking  superiority,  drivers  are 
forsaking  BMWs  and  Mercedeses  for 
the  likes  of  Chrysler  LeBarons,  Buick 
Park  Avenues  and  Jeep  Chcrokces. 
Germans,  who  once  thought  of 
American  cars  as  "flashy,"  now  see 
them  as  offering  more  luxury  for 
their  money,  says  auto  analyst  Paul 
Warren-Smith. 
-Newsweek 

The  Way  to  the  Top 

"It  is  the  nature  of  man,"  Machia 
velli  wrote  five  centuries  ago,  "to  feci 
as  much  bound  by  the  favors  they  do 
as  by  those  they  receive."  While  peo 
pie  are  eternally  forgetful  of  favors 
done  for  them,  they  rarely  forget  the 
favors  they  have  done  others.  Politi 
cians  don't  make  it  to  the  top  doing 
favors;  they  make  it  there  by  letting 
other  people  do  them  l.noiv 

-Christopher  Ma  inn  ws 

New  York  limes  Hook  Re  view      H 
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This  is  the  key 

to  our  new 

Swiss  Bank  Tower. 


This  is  the  key 

to  our  ongoing 

commitment  to  America. 


The  key  to  the  new  Swiss  Bank 
Tower,  10  East  50th  Street, 
located  in  the  heart  of  midtown 
Manhattan.This  new,  36*story 
addition  to  the  skyline  houses 
our  U.S.  headquarters  and  is 
a  reflection  of  Swiss  Bank 
Corporation's  continued 
commitment  to  America. 


With  over  50  years  in  the  United  States,  Swiss 
Bank  Corporation  has  already  demonstrated 
its  commitment  to  America.  During  this  time  we 
have  developed  a  thorough  understanding  of 
America's  financial  and  investment  needs— 
which  we  are  committed  to  continue  serving, 
now  and  in  the  future. 

Our  clients  have  access  to:  a  full  range  of 
corporate  and  commercial  banking  services,- 
international  trade  and  commodity  finance,- 
and  foreign  exchange,  money  markets,  pre- 
cious metals  and  government  securities  trad- 
ing. In  addition,  we  provide  the  private  investor 
with  a  full  range  of  services,  including  custom- 
tailored  portfolio  management. 
With  a  presence  in  34  countries  around  the 
world,  we  are  the  Swiss  bank  with  the  most 
international  experience  and  the  largest  inter- 
national network.  You  can  rest  assured  that 
Swiss  Bank  Corporation  possesses  the  experi- 
ence and  expertise  necessary  to  satisfy  your 
needs  both  here  and  abroad.  And  you  can 
enjoy  the  confidence  and  security  that  come 
from  working  with  a  triple-A  rated  bank. 
Our  commitment  to  America  is  clear.  And 
our  new  Swiss  Bank  Tower  serves  as  another 
key  to  this  ongoing  commitment— now  and  in 
the  future. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Chicago    •    Houston    •    Los  Angeles 
Miami    •    San  Francisco 
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These  days  you  could  find  yourself  conducting  business  in  all  sorts  of  languages. 
So  to  help  you  communicate  with  virtually  anyone  anywhere,  anytime,  we  put  all  the  language 
skills  you'll  ever  need  in  one  easy-to-find  place. 

It's  called  the  AT&T  Language  Line®  Service.  And  with  an  AT&T  Card,  you  can  access  it  from 
almost  any  phone,  even  a  public  phone.  You'll  get  one  of  our  on-line,  24-hour  interpreters  to  assfl ! 
you.  So  without  ever  having  to  take  a 
language  lesson,  you'll  be  able  to  have 
a  meaningful  conversation  with 
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someone  in  Spanish  or  Russian  (or  just  about  any  other  language,  for  that 
matter).  It's  just  another  one  of  the  innovative  services  available  to 
those  who  carry  the  AT&T  Calling  Card,  the  AT&T  Corporate  Calling 
Card,  or  the  AT&T  Universal  Card.  For  more  on  all  the  things  our  cards 
can  do,  call  1  800  222-0300,  Ext.  289. 

From  on-line  language  interpretation 
to  conference  calling,  no  one  has  more 
ways  to  help  you  on  the  road  than  AT&T. 


Corporate 
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« OMEGA   SPEEDMASTER    CLASSIC.  AN    EXCEPTIONAL   WATCH    IN    WHICH    EVERY 
WHEELTRAIN  BEATS  IN  RHYTHM  WITH  THE  SIGNIFICANT  MOMENTS  OF  YOUR  LIFE». 


OMEGA.  The  watch  that  records  the  world's  significant  moments. 
At  the  Olympic  Games.  In  outer  space.  And  exclusively  for  you. 
Here  is  the  Omega  Speedmaster  Classic  in  18  k  gold.  Water-resistant. 
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OMEGA 

Tounncnu 

NEW       V    O    I)    K     •     B    A    l        HARtOUR-OINEVA 
NEW  YOWt  D  BOO  MADISON  AVE  AT  52ND  ST  □  635  MADISON  AVE  AT  59TH  ST  D  200  W  34TH  ST  AT  7TH  AVE 

Florida  a  bal  harbour  shops.  9700  collins  ave 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


KUWAIT— TEN  WEEKS  AFTER  THE  ALLIED  VICTORY 

Kuwait  City,  ten  weeks  after  the  Iraqis  fled,  is  beginning  drastically  by  the  government's  determination  to  restrict 

to  look  relatively  normal.  and  screen  the  number  of  foreign  workers  allowed  to 

Acres  of  smashed  glass  have  been  swept  from  the  streets  enter.  Kuwait  is  resolute  that  those  who  will  help  to 

and  buildings;  the  airport  is  open  and  operating.  Kuwait  rebuild  the  country  will  not  be  nationals  from  countries 

Airlines  is  bringing  back  the  half-million  Kuwaiti  citizens  or  members  of  groups  proven  to  have  collaborated  with 

from  their  foreign  havens  in  Saudi  Arabia,  Egypt,  En-  the  enemy  in  the  war. 

gland  and  several  European  countries.  Even  a  short  visit  to  Kuwait  reinforces  the  belief  that 

The  buildings  that  form  Kuwait's  impressive  skyline  are  this  was  a  particularly  brutal  invasion,  and  that  full  repara- 

still  standing,  most  of  the  wrecked  cars  and  trucks  have  tion,  to  come  directly  from  Iraq's  oil  revenues,  is  required 

been  cleared  from  the  roads,  traffic  is  resuming  and  few  if  Kuwait  is  to  make  a  complete  recovery.  The  only  sure 


soldiers  are  seen  on  the  streets. 
Hotels  are  beginning  to  reopen, 
although  the  services  are  rudimen- 
tary; electricity,  but  not  hot  water, 
has  been  restored;  and  a  few  small 
shops  are  open. 

But  much  of  that  normality  is 
just  on  the  surface.  Evidence  of 
the  brutal  Iraqi  invasion  is  all  too 
easy  to  find.  Hundreds  of  offices 
and  thousands  of  homes  have 
been  looted  and  gutted.  The  pall 

from  some  500  still-burning  oil  wells  hangs  over  the  city 
most  days  as  a  permanent  reminder  of  the  worst  ecologi- 
cal crime  in  history 


Kuwait  City  Airport:  damage  in  the  Iraqis'  wake 


way  to  guarantee  such  recom- 
pense is  to  have  a  U.N.  commis- 
sion or  members  of  the  victorious 
coalition  control  Iraqi  oil  produc- 
tion and  sales  until  the  billions  of 
dollars  needed  by  the  Kuwaitis  are 
paid  directly  to  them.  That  type  of 
surety  is  necessary  because  Sad- 
dam Hussein  is  still  running  Iraq 
despite  his  disastrous  defeat,  and 
any  promise  from  him  to  pay  Ku- 
wait is  worthless. 
Much  of  the  most  grievous  damage  in  Kuwait  was 
inflicted  by  the  Iraqis  in  the  last  hours  of  their  occupation, 


and  a  very  great  deal  of  destruction  and  senseless  ruin  was 
The  Doha  power  station,  dynamited  by  the  Iraqis  on  wrought  on  clearly  nonmilitary  targets  such  as  homes, 
their  last  day  in  Kuwait,  is  a  distressing  microcosm  of  the  hotels,  the  airport,  shops,  restaurants,  automobile  deal- 
city  itself.  Many  of  its  great  oil  storage  tanks  are  a  twisted  ers,  banks,  etc. 

mass  of  blackened  rubble.  The  central  control  tower  is  a  The  fact  that  the  perpetrator  of  all  this  horror  is  still 

nightmarish  tangle  of  every  imaginable  form  of  ruin,  yet  alive,  is  still  a  dictator  with  a  military  force  stronger  than 

its  smokestacks  stand.  The  transmission  lines  have  been  those  of  many  of  his  neighbors,  is  still  a  major  threat  to 

hastily  repaired.  Many  of  its  giant  generators  are  at  work,  the  very  life  of  the  Kurds  and  anyone  else  he  thinks  might 

and  an  astonishing,  jerry-built  small  control  box  quite  oppose  him  in  Iraq,  and  is  still  trying  to  thwart  the  United 

literally  delivers  the  power  to  the  city.  Nations  and  the  civilized  peoples  of  the  world  is  a  source 

The  oilfield  fires  are  being  put  out,  and  optimists  of  both  puzzlement  and  sorrow  to  the  Kuwaitis,  grateful 

believe  production  of  about  50,000  barrels  a  day  can  be  as  they  are  to  the  United  States  and  the  coalition  forces 

achieved  by  mid-Iune.  This  can  be  doubled  by  Decern-  for  their  liberation. 

ber,  but  full  production  of  1 .5  million  barrels  will  proba-  Nonetheless,  none  of  that  has  weakened  or  slowed  the 

bly  not  be  accomplished  for  four  years.  remarkable  effort  this  determined  people  is  making  to 

This  small  country's  population  will  be  reduced  rather  achieve  the  rebirth  of  their  shattered  country. 
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Our  transformation  has 


been  just  as  remarkable 


These  days,  British  Aerospace  is  an  even  more 
attractive  organisation  to  do  business  with. 

We've  extended  our  infrastructure  into  several 
related  areas  of  engineering  and  complementary 
services. 

Our  main  activities  now  include  commercial 
aircraft,  defence  systems,  motor  vehicles,  property 
development  and  construction. 

So  we  can  offer  an  even  greater  bank  of  personal 
skills,  experience  and  resources  for  solo,  co-ordinated 
or  consortium  projects. 

This  means  that  apart  from  providing  you 
with  the  world's  quietest  airliner,  we  can  build  the 
airport  from  which  it  operates. 


And  not  only  providing  highly  acclaimed  cars 
but  also  the  working  and  leisure  environment  which 
is  part  of  the  driver's  lifestyle. 

British  Aerospace  is  responding  positively  to 
market  needs  on  a  world  scale.  And  has  acquired  the 
muscle  to  ensure  that  it  can  meet  with  total 
confidence  whatever  challenges  present  themselves. 

When  British  Aerospace  spreads  its  wings,  the 
world  draws  its  breath. 


British  Aerospace  |>lc ,  II  Strand,!  ondonwaNSJT 
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WHAT'S  AHEAD 
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The  U.S.  trade  deficit  di 


II 


as  Europe's  climbs 


How  long  the  U.S.  stays  in  recession,  and 
how  well  it  recovers,  turns  mostly  on  economic 
policy  in  Japan  and  Germany.  Both  govern- 
ments have  rejected  persistent  pressure  from  the 
Bush  Administration  to  lower  interest  rates  to 
reflate  their  economies,  and  so  increase  demand 
for  U.S.  exports.  Exports  have  provided 
around  two -thirds  of  U.S.  growth  since  1989. 

Because  of  the  budget  deficit,  Washington 
has  no  money  to  prime  the  pump  and  restart 
U.S.  growth,  a  la  Keynes.  Nor  is  there  room  to 
cut  taxes,  a  la  the  supply  side.  Nor  does  the 
Federal  Reserve  have  much  room  right  now  to 
cut  short  rates  again,  by  much. 

The  Fed  has  cut  short  rates  by  about  250 
basis  points  since  last  fall.  But  "I'm  very  con- 
cerned that  long  bond  rates  have  declined  by 
only  20  points  since  last  July,"  Wayne  D.  An- 
gell,  Governor,  Federal  Reserve  Board,  told 


the  World  Economic  Forum  in  Washington  in 
mid-May.  The  Fed  is  not  going  to  allow  the 
economy  to  deflate,  he  says,  but  it's  not  about  to 
risk  refueling  inflation  by  cutting  short  rates 
too  sharply.  "The  Fed  still  has  a  credibility  gap," 
says  Angell.  "Lenders  don't  yet  believe  our 
serious  commitment  to  sound  money." 

Also  concerning  Angell  is  what  he  called 
"the  paradox  of  a  thrift  recession."  People  are 
worried  about  the  level  of  debt  they  are  carry- 
ing. So  households  are  trying  to  save  more, 
especially  by  buying  fewer  big-ticket  items  like 
autos  or  houses.  This  is  normal  behavior  in  a 
recession,  when  the  savings  rate  usually  rises. 
But  because  household  incomes  are  down,  the 
paradox  is  that  the  savings  rate  is  falling  slight- 
ly as  consumption  falls.  Angell  would  like  to  see 
conventional  mortgage  rates,  currently  9.4%, 
drop  to  7.5%  to  get  the  housing  market  moving. 


The  pressure  will  be  on  Japan  to  boost  domestic  demand 


What  could  be  a  small  crumb  of  comfort  on 
the  export  front  was  thrown  to  the  U.S.  by 
Germany's  chancellor,  Helmut  Kohl.  Coin- 
ciding with  the  end  of  Kohl's  recent  trip  to 
Washington,  the  German  central  bank  sold 
dollars,  pushing  the  greenback  down  against  the 
deutsche  mark.  That  could  suggest  that  a 
small  German  interest  rate  cut  will  follow;  oth- 
erwise the  intervention  will  be  no  more  than  a 
hollow  gesture  and  a  waste  of  money. 

Because  the  recession  has  cut  domestic  de- 
mand (and  with  it,  demand  for  imports),  the 
U.S.  is  headed  for  trade  balance  sooner  even 
than  optimists  expected.  And  the  rapid  im- 
provement will  continue  this  year,  says  Adrian 
T.  Dillon,  vice  president,  planning,  of  Eaton 
Corp.  "There  is  already  85  days'  supply  of 
imported  autos  in  the  U.S.  [40%  above  the  in- 
dustry norm],  so  further  imports  are  being 
delayed,"  he  says. 


Growing  again 

Japan's  trade  surplus  (U.S.  $billions) 
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Japan's  trade 
surplus  could  total 
$88  billion  this 
year,  up  from  $64 
billion  in  1990. 
The  growth  has 
been  with  Asia, 
and  particularly 
with  the  Europe- 
an Community. 
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"first  four  months  at  annual  rate.  tExcludes 
the  PRC,  North  Korea,  Mongolia  and  Vietnam. 

Source:  Japan's  Ministry  of  Finance 


By  early  1992  the  recent  strengthening  of 
the  dollar  will  begin  to  depress  U.S.  exports 
modestly.  By  then,  though,  the  world  trade 
story  will  have  shifted  focus,  away  from  the  U.S. 
deficit  and  onto  Japan's  mounting  trade  sur- 
plus and  the  European  Community's  slide  into  a 
massive  deficit  in  merchandise  trade. 

Forbes'  Tokyo  bureau  reports  that  after 
several  years  of  steady  decline  from  a  $90  billion 
peak  in  1986,  Japan's  merchandise  trade  sur- 
plus has  begun  rising  rapidly  again.  Local  ana- 
lysts now  expect  that  it  could  hit  $88  billion  in 
calendar  1991,  up  from  $64  billion  last  year. 
The  biggest  numerical  change  (see  chart)  is 
the  decline  in  Japan's  surplus  with  the  U.S.  And 
Japan's  surplus  with  its  own  Asian  backyard 
has  been  growing  steadily,  helping  fuel  the  re- 
gion's economic  growth.  But  the  most  signifi- 
cant change  is  the  sharp  jump  in  Japan's  surplus 
with  the  European  Community,  to  a  $30.1 
billion  annual  rate,  and  rising.  (The  U.S.  also  has 
a  small  trade  surplus  with  the  EC  ) 

Japan  bashing  is  on  the  rise  in  Europe. 
France's  new  prime  minister,  Edith  Cresson,  is 
virulently  anti- Japanese.  As  Japan's  surplus  with 
Europe  grows,  so  will  Europe's  tendency  to 
impose  trade  protection,  which  is  bad  news  for 
the  GATT  trade  negotiations.  There  could, 
however,  be  an  indirect  benefit  for  the  U.S.  out 
of  all  this.  As  happened  in  the  late  1980s,  the 
pressure  in  the  early  1990s  will  be  on  Japan  to 
increase  domestic  demand  (by  building  sew- 
ers, roads,  housing,  etc.).  To  set  the  stage  for 
that,  Japanese  interest  rates  would  have  to 
come  down — which  is  just  what  Washington 
has  been  calling  for.  WM 
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THE  FORBES  INDEX 


BY  TIMOTHY  DODMAN 


The  Forbes  Index  (l  967=1 00) 
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Current  182.4* 

200  Previous  183.7 

Precent  Change       -0.7% 
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After  declining  for  six  straight  months,  industrial  produc- 
tion rose  0.1%  in  April.  The  emerging  recovery  in  home 
building  continued  in  April,  as  housing  starts  registered  a 
34%  gain  over  March.  This  was  the  biggest  monthly 
increase  in  building  activity  in  more  than  two  years.  There 
was  also  encouraging  news  on  the  labor  front  as  new  claims 
for  unemployment  fell  7%  in  April.  Although  retail  sales 
fell  0.1%  from  March  to  April,  revised  data  show  that  retail 
sales  had  monthly  increases  of  2.2%  in  February  and  0.4% 
in  March. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.5% 
-15.4% 

0.5% 
-$91  bil 

Auto  sales  year  to  date  vs  1990' 
Index  of  leading  indicators  Mar  vs  Feb 
Trade  balance  12  months  ended  Mar  1991 

Ward's  Automotive 

Dept  of  Commerce 
Dept  of  Commerce 

All-commodity  producer  price  index  Apr  vs  Mar2 

Dept  of  Labor 

0.0% 

GNP  1st  quarter  vs.  4th — annualized  growth 
NBER  Experimental  Recession  Probability  Index1 

Dept  of  Commerce 
Natl  Bureau  of  Economic 

-2.8% 
Research     3.0% 

1  U.S.-based  manufacturers,  excludes  imports,  as 

2  Wholesale  goods.  'March  1991. 

of  5/10/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  index  (1987=100) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Inventories      •    New  Orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


150 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Personal  income  ($bilhons)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 
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Retail  sales  (IbilNons), 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($bilhons)  total, 
seasonally  adjusted  (Federal  Reserve) 
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State  Of  The 
Art  Terminals 
And  Newly 
Designed  Planes. 

A  Difference 
You'll  Notice 
From  The 
Ground  Up. 

At  Continental,  we  real- 
ize that  your  business 
sense  is  often  influ- 
enced by  your  other  senses. 

So  when  you  fly  with  us, 
you'll  notice  some  pleasing 
differences  in  the  air  and  on 
the  ground. 

We're  building  state  of  the 
art  terminals  with  new  res- 
taurants, shops,  and  lounges 
for  your  convenience  and 
comfort. 

You'll  be  seeing  some  dif- 
ferences in  our  planes  too. 

Outside,  they'll  be 
adorned  with  our  new 
colors  and  logo. 

Inside,  they'll  be  featuring 
more  legroom,  and  overhead 
storage  space  along  with  new 
carpeting,  seats,  interiors 
and  designs. 

Yet  with  all  the  differ- 
ences we're  making  in  our 
hardware,  it's  still  our  soft- 
ware that  makes  it  all  run. 

The  people  of  Continental. 

People  working  round  the 
clock,  going  the  extra  mile  to 
make  every  aspect  of  flying 
more  pleasurable  for  you. 

Continental  is  making  a 
difference  in  how  you  fly. 

In  every  sense. 

©  1991  Continental  Airiines,  Inc. 

One  Airline  Can 
Make  A  Difference." 
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The  junk  bond  market  has  rebounded  powerfully 
this  year.  With  Drexel  gone,  guess  who  has 
grabbed  the  lion's  share  of  this  prize. 


Solly's 
revenge 


By  Matthew  Schifrin 

Markets,  like  Mother  Nature,  abhor 
a  vacuum.  When  Michael  Milken  left 
the  scene,  there  was  an  enormous 
vacuum  in  the  $350  billion  secondary 
market  for  junk  bonds.  But  here 
comes  Salomon  Brothers  to  fill  it. 

Salomon  has  been  after  Drexel's 
franchise  since  Drexel  collapsed  in 
February  1990.  Having  missed  the 
junk  bond  orgy  of  the  1980s,  Salo- 
mon still  wanted  in.  Its  first  junk 
efforts  flopped,  with  two  of  its  lever- 
aged buyouts,  Revco  and  Southland, 
soon  in  Chapter  1 1 . 

If  at  first  you  don't  succeed.  .  .  . 
Salomon  tried  again.  This  time  its 
timing  was  right.  It  bought  some  of 
the  best  bits  of  Milken's  apparatus, 
marrying  them  to  its  trading  skills  and 
contacts.  And  now  it  looks  as  though 
Salomon  will  inherit  Drexel's  default- 
ed crown. 

In  March  1990  Salomon  hired 
three  prominent  Drexel  refugees,  in- 
chiding  Joseph  Bencivenga,  who 
headed  Drexel's  research  depart 
ment.  Within  a  month  of  their  arrival, 
Salomon  paid  an  estimated  $  1  million 
or  so  for  Drexel's  coveted  database  of 
more  than  3,000  junk  bond  issues.  It 
includes  key  information  on  bond- 
holders and  trading  prices.  Many  peo 
pie  consider  that  database  to  have 
been  one  of  the  keys  to  Milken's 
mastery  of  the  market  he  created. 

Bencivenga  speedily  changed  Salo- 
mon's research  to  the  old  Drexel  style, 
with  no  clear  buy  or  sell  reports. 
Instead  the  research  simply  lists  each 
bond's  "positives  and  negatives." 
This  format  allows  traders  to  recom- 
mend simultaneously  both  the  sale 
and  purchase  of  bonds  to  different 
institutions,   depending   upon   each 


client's  needs  and  objectives. 

With  its  new  strengths,  Salomon 
comanaged,  with  Merrill  Lynch,  rjr 
Nabisco's  recent  $1.5  billion  debt 
refinancing.  It  underwrote  a  $100 
million  junk  financing  for  Mirage  Ca- 
sino. In  the  works:  offerings  for  Chi- 
quita  Brands  and  Johnston  Coca- 
Cola  Bottling. 

Salomon  has  added  an  extra  ingre- 
dient to  the  Drexel  mix:  integrating 
junk  business  into  its  other  more  tra- 
ditional businesses.  "We  call  it  main- 
streaming,"  says  Daniel  Tyree,  head 
of  Salomon's  junk  bond  effort.  "It  is 
important  to  our  approach  to  becom- 
ing a  leader  in  high  yield." 

For  example,  Salomon's  corporate 
sales  force  sold  a  good  portion  of  the 
rjr  Nabisco  offering.  In  this  way  Salo- 
mon mainstreamed  junk  bonds  rather 
than  leaving  them  to  a  separate  sales 
force.  Another  example  of  main- 
streaming:  Golden  Nugget,  parent  of 
the  Mirage  casino,  was  so  pleased  with 
Salomon's  handling  of  the  Mirage 
junk  that  it  gave  Salomon  its  own 
recent  equity  offering  to  manage. 

Whereas  Drexel  was  built  on  junk, 
Salomon,  in  short,  simply  treats  junk 
as  another  product  to  push  through 
its  distribution  network. 

This  integration  is  one  explanation 
for  Salomon  Brothers'  record  $500 
million  pretax  earnings,  on  revenues 
of  $1.2  billion,  in  the  first  quarter  of 
1991 .  That  compares  with  $416  mil- 
lion pretax,  on  $2.3  billion  revenues, 
in  the  whole  of  1990. 

Though  it  is  still  far  from  having 
Drexel's  lockhold  on  the  junk  busi- 
ness, Salomon  is  considered  today's 
front  runner  and  now  supplies  the 
Wall  Street  JournaPs  daily  flash  index 
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on  high-yield  securities.  Salomon 
even  has  a  grip  on  the  three  biggest 
liquidating  junk  bond  portfolios.  Sa- 
lomon's asset-management  division 
scored  big  last  fall,  landing  the  job  as 
adviser  to  the  Resolution  Trust  Corp. 
in  the  disposal  of  $10  billion  in  thrift 
assets.  In  the  last  few  months  Salo- 
mon was  hired  by  insurance  regula- 
tors to  analyze  Executive  Life's  $8 
billion  portfolio  of  junk  bonds.  It  is 
also  advising  First  Capital  Holdings, 
which  has  a  $3  billion  junk  portfolio. 

The  asset-management  division 
was  just  a  year  old  when  it  beat  25 
other  companies  for  the  rtc  job.  At 
the  time,  it  managed  less  than  $750 
million  in  junk  assets.  Two  key  factors 
tipped  the  balance  its  way,  say  RTC 
officials:  the  Drexel  database  and  an 
unbeatably  low  bid  of  just  $50,000 
per  month,  about  half  what  the  next 
bidder  offered. 

"How  can  they  make  money  on 
such  a  low  bid?"  asks  a  competing 
bidder.  The  answer  is  simple:  Salo- 
mon may  not  expect  to  make  money 
on  advising  the  portfolio;  what  it 
wants  is  the  trading  business.  Salo- 
mon Brothers  is  and  always  has  been 
run  by  bond  traders,  for  bond  traders. 
It  stands  to  reason,  then,  that  every 
venture  Salomon  gets  into  is  ultimate- 
ly for  their  benefit. 

Note  this:  Salomon  bond  traders 
have  been  among  the  top  three  win- 
ning bidders  out  of  a  list  of  over  50 
dealers  for  the  $4.6  billion  in  bonds 
the  RTC  has  so  far  auctioned. 

Conflict  of  interest?  Securities  & 
Exchange  Commission  regulations 
ban  information  gleaned  from  Salo- 
mon's advisory  relationships  from  be- 
ing passed  to  Salomon's  salesmen  and 
traders.  The  firm  insists  that  there  is  a 
"Chinese  Wall"  between  the  various 
parts  of  its  business;  that  is,  Salomon's 
R'K:  advisers  aren't  allowed  to  pass 
information  to  their  colleagues  else 
where  in  the  firm. 

There  is  no  evidence  to  prove  tli.it 

this  Chinese  Wall  is  ever  breached. 

But  there  is  little  doubt  that  Salomon 
possesses  huge  advantages  in  this 
market.  The  fact  is  that  most  big  |unk 
buyers  prefer  to  do  business  with 
Salomon.  T.  Rowe  Price,  with  $700 
million  in  junk  assets,  is  a  big  client,  as 
is  Fidelity.  "They  can  get  things  on 
the  bid  list  that  others  might  not  be 
able  to,"  says  one  junk  fund  manager, 
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Perhaps  the  Salomon  people  are  just 
superior  traders  and  the  market  is 
giving  them  credit  for  inside  informa- 
tion they  do  not  actually  possess. 

Still,  junk  bond  trading  is  a  business 
with  relatively  few  key  players — and 
most  of  them  know  one  another.  For 
example,  Salomon's  research  team, 
headed  by  Bencivenga,  was  called  in 
to  value  the  junk  bonds  in  Executive 
Life's  $8  billion  portfolio.  At  about 
the  same  time,  Bencivenga's  pal  from 
Drexel  days,  Leon  Black,  was  secretly 


negotiating  for  a  big  block  of  Execu- 
tive's bonds,  which  he  ultimately  pur- 
chased. Now  Black,  whose  junk  in- 
vestment firm,  Apollo  Advisers,  is  a 
major  Salomon  client,  is  working  with 
a  Credit  Lyonnais  division  in  the  ac- 
quisition of  First  Executive. 

Even  if  all  the  parties  are  scrupulous 
about  not  using  inside  information, 
the  sheer  coziness  of  the  relationships 
does  make  for  suspicion,  whether  or 
not  that  suspicion  is  justified. 

On  Mar.   31   Salomon  had  a  $1 


billion  trading  inventory  in  junk 
bonds.  This  is  up  by  $400  million 
since  December — a  period  when  junk 
prices  rose  by  about  20%.  Salomon's 
profits,  clearly,  have  been  enormous. 
All  this  is  a  matter  of  great  pride  to 
Salomon  Brothers'  chairman,  John 
Gutfreund,  a  compulsively  competi- 
tive man  who  deeply  resented  Drexel 
Burnham's  dominance  of  this  im- 
mensely lucrative  part  of  the  bond 
market.  For  him  the  revenge  must  be 
almost  as  sweet  as  the  profits.         Hi 
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Prices  of  big-league  sports  teams 
are  escalating.  Time  to  get  out? 

Are  the  insiders 
getting  itchy? 


By  Eric  Schmuckler 


Red  McCombs' 
San  Antonio  Spurs 
take  on  Paramount 
Communications' 
New  York  Knicks 
Prices  for  pro 
sports  teams  have 
risen  so  much 
that  many  owners 
are  testing  the 
waters. 


Up  for  grabs 

Team/sport 

Principal  owner(s) 

Standings 

Est  value 

last  3  years* 

($mil) 

Denver  Nuggets/basketball 

Comsat  Video  Enterprises,  Peter  Bynoe 

7-4-3 

$65-75 

Detroit  Tigers/baseball 

Tom  Monaghan 

3-7-2 

100 

Houston  Astros/baseball 

John  McMullen 

4-3-5 

80-85 

Houston  Rockets/basketball 

Charlie  Thomas 

3-5-2 

90 

Indianapolis  Pacers/basketball 

Herbert  and  Melvin  Simon 

5-4-6 

65-85 

Kansas  City  Royals/baseball 

Ewing  Kauffman 

6-2-3 

80 

NJ  Nets/basketball 

Alan  Aufzien,  5  others 

5-6-5 

70-75 

NY  Islanders/hockey 

John  Pickett  Jr 

6-4-6 

75-80 

Pittsburgh  Penguins/hockey 

Edward  J  DeBartolo  Corp 

1-5-2 

65-85 

Sacramento  Kings/basketball 

Joe  Benvenuti,  Gregg  Lukenbill 

7-7-6 

65-75 

San  Antonio  Spurs/basketball 

Red  McCombs 

1-1-5 

75-90 

Washington  Bullets/basketball 

Abe  Pollin 

4-4-4 

60-65 

"Teams'  rankings  in  their  division,  last 

season  tirst. 

The  above  are  professional  sports  teams  that  industry  insiders  say  are  for  sale. 
Apart  from  the  Astros  and  the  Islanders,  the  teams  deny  it,  but  in  each  case 
knowledgeable  sports  sources  say  a  deal  can  be  struck. 
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Do  you  enjoy  losing  money?  Paying 
multimillion-dollar  salaries  to  ill- 
mannered  prima  donnas?  Begging  for 
handouts  from  hard-pressed  local 
governments? 

If  so,  you  may  have  what  it  takes  to 
own  a  major  league  sports  franchise. 
And  if  you're  on  the  prowl,  your 
timing  couldn't  be  better.  At  least  a 
dozen  sports  teams  may  be  on  the 
block  now  (see  table),  although  the 
owners  of  only  two  of  them — base- 
ball's Houston  Astros  and  hockey's 
New  York  Islanders — have  officially 
hung  out  "For  Sale"  signs. 

Owners  have  a  variety  of  reasons  to 
consider  selling,  liquidity  not  the  least 
of  them.  Scuttlebutt  in  the  National 
Hockey  League  has  it  that  developer 
Edward  DeBartolo  is  hurting  on  his 
loan  to  cash-strapped  retailer  Robert 
Campeau  and  wants  to  raise  money  by 
selling  his  Pittsburgh  Penguins.  An- 
other theory  is  that  DeBartolo  is  final- 
ly going  to  comply  with  National 
Football  League  rules  prohibiting 
cross -ownership  so  he  can  hold  on  to 
his  San  Francisco  49ers.  Rumored 
price  for  the  Penguins:  $65  million  to 
S85  million,  depending  on  what  goes 
into  the  package. 

Or  take  the  National  Basketball 
Association's  Denver  Nuggets.  One 
of  the  team's  owners,  Bertram  Lee,  is 
apparently  so  low  on  money  he  was 
recently  evicted  from  his  apartment; 
his  co-owners  need  to  raise  more  capi- 
tal. One  of  those  co-owners,  with 
about  10%,  is  Drexel  Burnham  Lam- 
bert, struggling  to  emerge  from  bank- 
ruptcy and  hungry  for  cash. 

Even  as  some  owners  are  trying  to 
get  out  of  the  game,  additional  mer- 
chandise is  appearing  on  the  market. 
Baseball's  National  League  will  soon 
award  two  new  franchises  tor  $95 
million  apiece.  Not  coincidentally, 
that's  just  about  the  price  Houston 
Astros  owner  John  McMullen  is  ask 
ing  for  his  team. 

The  National  Hockey  league  is 
granting  new  franchises  to  Ottawa 
and  Tampa  Bay  for  $50  million 
each — a  big  increase  over  the  $M) 
million  or  so  price  of  the  previous 
two  hockey  franchises  to  change 
hands,  Hartford  and  Minnesota 
When  John  Pickett  Jr.  put  his  once 
great  New  York  Islanders  <>n  the 
block  in  February,  he  said  he  was 
looking  lor  more  than  the  expansion 
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fee,  with  an  asking  price  said  to  be  up 
to  $100  million. 

In  the  National  Basketball  Associa- 
tion, too,  prices  are  hopping.  The  nba 
severely  underpriced  the  four  new 
franchises  it  granted  in  1988  and 
1989  for  just  $32.5  million  apiece — 
the  Portland  Trail  Blazers  sold  for  a 
reported  $75  million  in  1988  and 
even  the  lowly  Denver  Nuggets 
fetched  some  $54  million  in  1990. 

Now  Charlie  Thomas,  an  automo- 
bile dealer  who  bought  the  Houston 
Rockets  for  $10  million  in  1982,  says 
he  wouldn't  turn  down  the  right  of- 
fer— which  would  be  somewhere 
north  of  $100  million.  Rumors  are 
also  swirling  around  Red  McCombs' 
San  Antonio  Spurs,  said  to  be  for  sale 
for  about  the  same  price.  And  Donald 
Carter,  owner  of  the  poorly  perform- 
ing Dallas  Mavericks,  recently  said 
that  if  he  can't  turn  the  team  around 
over  the  next  season,  the  town  de- 
serves another  owner. 

Interestingly,  no  nfl  teams  appear 
to  be  for  sale  at  the  moment,  perhaps 
because  owners  are  flush  from  their 
new  television  deal.  The  nfl  is  also 
talking  expansion,  with  franchise  fees 
of  perhaps  $150  million  apiece  for 
two  new  teams. 

How  high  can  professional  sports 
franchise  prices  go?  lack  Veatch, 
who's  building  a  sports  brokerage 
business  for  Salomon  Brothers,  thinks 
that  owners  will  have  to  consider  re- 
laxing current  league  restrictions  on 
public,  foreign  and  corporate  owner- 
ship, and  on  how  much  debt  a  team 
can  carry. 

This  issue  is  coming  to  a  head  in  the 
nfl.  In  mid-May  former  New  En- 
gland Patriots  owner  Billy  Sullivan 
filed  an  antitrust  suit  against  the 
league,  complaining  it  wouldn't  let 
him  take  his  team  public.  If  Sullivan 
wins,  it  could  force  the  National 
Football  League  to  allow  corporate 
and  public  ownership.  That  would 
open  the  gates  to  more  money  flow- 
ing into  the  league's  franchises,  fur- 
ther inflating  their  values. 

Still,  the  laws  of  supply  and  demand 
have  not  been  repealed — even  when  it 
comes  to  professional  sports  teams. 
With  all  this  supply  coming  to  market 
and  with  overall  business  conditions 
none  too  healthy,  there  is  going  to  be 
a  top  somewhere.  It  may  be  getting 
close.  M 


From  Texas,  here's  the  latest  on  the  legal  profession: 
Plaintiff  lawyers  secretly  agree  beforehand  to  split 
big  judgments  with  defense  lawyers. 

The  widow 
Martinez 


By  William  P.  Barrett 

Ever  hear  of  plaintiff  and  defense 
lawyers  who  secretly  agree  before  a 
trial  to  share  the  proceeds  in  a  big  civil 
case?  Well,  why  not?  It's  Texas,  a  state 
well  known  for  the  bizarre  customs  of 
its  judicial  system. 

This  case  involves  the  widow  of  a 
Mexican  shot  dead  in  1986  by  rob- 
bers while  working  as  a  clerk  at  a 
Circle  K  convenience  store  in 
Brownsville,  at  Texas'  southern  tip. 
The  widow,  Laura  Martinez,  received 
workers'  compensation  death  bene- 
fits but  also  sued  Phoenix- based  Cir- 
cle K  Corp.  for  "gross  negligence," 
claiming  the  store  should  have  been 
made  safer  for  its  employees. 

The  store's  primary  insurance  carri- 
er, Houston  General  Insurance  Co., 
was  on  the  hook  for  the  first 
$100,000  of  liability.  Houston  Gen- 
eral hired  a  local  lawyer  to  defend  the 
case.  The  litigation  dragged  on  for 
several  years,  partly  because  of  a  com- 
plicated dispute  between  Circle  K  and 
Guaranty  National  Cos.,  which  was 
responsible  for  the  next  $5  million  of 
any  liability.  Despite  warnings  from 
Circle  K,  Guaranty  National  declined 
to  assume  responsibility.  The  insurer 
said  it  was  unsure  its  policy,  issued  to 
the  store's  previous  owner,  covered 
such  claims  against  Circle  K — even 
though  the  carrier  had  collected  the 
premiums. 

Martinez  and  her  lawyer,  M.  Mario 
Garcia,  worried  that  a  looming  Circle 
K  bankruptcy  would  make  any  judg- 
ment uncollectible.  Circle  K,  mean- 
while, fretted  about  another  one  of 
those  outrageously  huge  Texas  ver- 
dicts— grieving  widows  with  little  in- 
surance coverage,  especially  along  the 
impoverished     Rio    Grande,    make 


great  witnesses. 

So  Circle  K's  regular  Texas  law 
firm,  Houston's  Hirsch,  Glover,  Rob- 
inson &  Sheiness,  started  wheeling 
and  dealing.  First,  primary  insurer 
Houston  General  paid  its  $100,000 
to  Martinez  and  got  out  of  the  case. 
Then  Martinez  agreed  to  restrict  her 
lawsuit  to  whatever  she  could  get 
from  Guaranty  National. 

Circle  K,  still  feuding  with  Guaran- 
ty National,  agreed  to  give  Martinez 
whatever  it  got  from  suing  Guaranty 
National  for  not  cov-  ring  her  claim. 
Martinez  in  turn  promised  to  give 
Circle  K  a  cut  of  any  recovery  from 
Guaranty  National.  In  a  side  agree- 
ment Hirsch,  Glover  agreed  to  take  its 
fee  from  this  cut.  The  whole  thing  got 
cozier  and  cozier. 

Regardless  of  outcome,  Circle  K 
would  pay  nothing.  In  essence, 
Hirsch,  Glover — normally  a  bill -by - 
the-hour  defense  firm — was  now  han- 
dling the  matter  on  a  contingency-fee 
basis.  The  firm,  which  had  billed  Cir- 
cle K  onlv  about  $100,000  on  the 
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Texas  justice 

case,  stood  a  fair  chance  of  making 
some  real  nice  money — provided  its 
regular  client,  Circle  K,  lost  big-time 
against  Martinez. 

Which  is  precisely  what  happened. 
In  March  1990  a  one-day  trial  with- 
out a  jury  was  held  in  Hidalgo  Coun- 
ty, Tex.  The  widow  Martinez  brought 
her  4-year-old  fatherless  son  to  the 
courtroom,  took  the  stand  and,  in 
response  to  questions  from  her  law- 
yer, Garcia,  pleaded  her  case  through 
an  interpreter.  The  Hirsch,  Glover 
lawyer  representing  Circle  K,  Iris 
Robinson,  formally  admitted  gross 
negligence  by  her  client,  called  no 
witnesses  and  made  no  objections. 

The  judge,  Homer  Salinas,  was  a 
recipient  of  campaign  contributions 
from  the  law  firms  before  him  but  was 
apparendy  unaware  of  the  judgment- 
splitting  agreement.  He  awarded 
Martinez  $4  million.  Under  the  pre- 
trial agreement,  $1  million  would  end 
up  with  Hirsch,  Glover.  At  the  re- 
quest of  both  sides,  the  judge  ordered 
the  entire  courthouse  file  kept  se- 
cret— an  extremely  unusual  move  for 
a  case  heard  in  open  court. 

Hirsch,  Glover  promptly  sued 
Guaranty  National  to  cover  the  judg- 
ment. Guaranty  National — whose 
foot-dragging  seems  to  have  prompt- 
ed much  of  this — only  got  a  copy  of 
the  award-splitting  agreement  two 
months  later.  It  has  been  crying  foul 
ever  since.  The  insurer  hired  a  fancy 
Houston  law  firm,  Susman  Godfrey, 
and  in  a  separate  lawsuit  is  challenging 
the  $4  million  judgment.  The  plead- 
ings are  laced  with  pretty  strong 
words  like  "fraudulent,"  "sham"  and 
"collusion." 

Hirsch,  Glover — which  now  repre- 
sents Martinez  as  well  as  Circle  K — 
says  basically  that  Guaranty  National 
was  asking  for  trouble  by  refusing  to 
settle  in  the  first  place.  In  a  recent 
pleading  the  law  firm  accused  the 
insurer  of  things  like  document  de- 
struction and  flagrant  violation  of 
court  orders.  So  far  the  litigation  has 
embraced  four  separate  lawsuits.  No 
doubt  it  will  drag  on  for  a  while. 

This  much  is  certain:  The  lawyers 
buzzing  around  this  case  will  collec- 
tively pocket  more  money  than  the 
widow  Martinez.  No  wonder  busi- 
ness people  regard  the  Texas  legal 
system  as  a  dangerous,  threatening 
morass.  H 
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We  may  live  in  the  television  age,  but  Bill  Ziff  has 
proved— twice  now— that  print  is  still  a  powerful 
information  and  advertising  medium. 

"The  idea  that 
print  is  dead  is 
preposterous" 


By  Christopher  Palmeri 

Soon  after  William  ZifF acquired  the 
publishing  division  of  Boise  Cascade 
in  1973,  he  gathered  the  executives  at 
a  San  Diego  restaurant.  The  brainy 
group  included  several  Ph.D.s,  a  fu- 
ture British  politician  and  the  publish- 
er of  something  called  Intellectual 
Digest.  When  the  conversation  turned 
to  poetry,  a  little  game  developed. 
Could  anyone  name  an  English  or 
American  poet  that  Ziff  couldn't 
quote  a  number  of  passages  from?  No 
one  could. 

Poetry  is  not  Ziff  s  only  strong 
point:  Blessed  with  a  photographic 
memory,  Ziff  can  perform  such  tricks 
as  reciting  the  lineup  of  the  1940 
Army  football  team  on  command  and 
naming  every  professional  basketball 
player  over  6-foot-8. 

"Bill  has  to  be  the  smartest  person 
in  every  room,"  says  T.  George  Har- 
ris, former  editor  of  Psychology  Today, 
one  of  the  magazines  Ziff  acquired  in 
1973  but  later  sold.  "It's  not  compe- 
tition, it's  mastery." 

No  question:  Bill  Ziff  is  smart  and 
uses  his  smarts  to  manipulate  people. 
In  his  lifetime  he  has  built  two  mighty 
media  empires.  In  19.85  he  sold  most 
of  his  first  magazine  empire,  with  its 
24  titles  that  included  Car  &  Driver 
and  Yachting,  for  over  $700  million. 
He  was  only  54  but  had  been  diag 
nosed  as  having  probably  fatal  pros- 
tate cancer.  Ziff  beat  the  cancer  and 
went  back  to  work  building  a  second 
media  empire.  Since  1985  his  Ziff 
Communications    has    grown    from 


$100  million  in  revenues  and  over 
$10  million  in  losses  to  more  than 
$500  million  in  sales  and  an  operating 
profit  that  probably  exceeds  $50  mil- 
lion. In  this  brief  period  Ziff  has 
pounded  the  competition  to  become 
the  U.S.'  largest  publisher  of  comput- 
er magazines.  His  stable  includes  PC 
Magazine,  MacUser  and  Computer 
Shopper,  all  aimed  at  the  corporate 
buyer  of  personal  computers. 

At  a  conservative  estimate,  ZifF 
Communications  is  probably  worth 
$1  billion.  Ziff  himself  doesn't  own 
any  of  it;  the  company  is  a  partnership 
owned  by  his  children  and  nephews. 
Yet  nobody  doubts  who  is  boss. 

For  all  his  accomplishments  and 
intellectual  virtuosity,  Ziff  is  not  a 
boastful  man.  "The  horse  is  more 
important  than  the  jockey,"  Ziff  said 
recently  of  his  company's  success  in 
this  fast-growing  field.  But  if  that 
were  so,  why  did  latecomer  Ziff  clob- 
ber more  established  publishers  like 
McGraw-Hill  and  International  Data 
Group?  It's  true  that  Bill  Ziff  inher- 
ited his  way  into  publishing.  His  fa- 
ther, William  Ziff  Sr.,  was  a  World 
War  I  aviator,  author  and  adventurer, 
who  founded  the  ZifF  magazine  em- 
pire with  the  1927  launch  of  Popular 
Aviation,  now  called  Flyinn. 

But  while  he  inherited  his  way  into 
the  business,  Bill  Ziff  greatly  expand 
ed  that  inheritance.  He  was  nisi  24 
and  planning  a  career  in  academic 
when  his  father  died  of  a  heart  attack 
in  1953.  Young  Ziff  shocked  his  lam 
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Ziff  Communications  Chairman  William  Ziff 

"Advertising  is  tremendously  valuable,  but  it  has  to  reach  the  right  people.  It  has  to  get  more  informational." 


ily  by  telling  them  he  wanted  to  run 
the  company,  which  included  Modern 
Bride,  Popular  Electronics  and  Popu- 
lar Photography.  "I  didn't  grow  up 
with  businessmen  as  my  heroes,  but 
my  Dad  died  and  I  wanted  a  piece  of 
him,"  Ziff  says. 

Whatever  his  motives,  Ziff  threw 
himself  into  publishing  with  a  tre- 
mendous will.  Building  on  what  he 
inherited,  Ziff  concentrated  on  the 
hobby  and  trade  publishing  fields.  He 
sought  out  leisure-time  businesses 
where  there  would  be  a  steady  stream 
of  new  products  requiring  consumer 
education  and  advertiser  spending. 
He  was  one  of  the  first  to  understand 
that  mass  magazines  like  Life,  Look 
and  the  Saturday  Evening  Post  were 
doomed  to  decline  and  the  future 
belonged  to  publications  catering  to 
people's  special  interests.  "When  I 
started  in  this  business,  mass  maga- 
zines were  dominant,"  Ziff  says.  "To- 


day we  live  in  an  age  of  stratified, 
separated,  targeted  markets  that  are 
information -hungry.  The  future  of  all 
advertising- supported  media  is  nar- 
rowcasting,  not  broadcasting." 

Boating  and  Cycle  were  two  publi- 
cations he  added  to  the  Ziff  roster. 
They  are  now  owned  by  Hachette 
Magazines.  On  the  trade  side  he 
owned  Travel  Weekly  and  the  Hotel 
&  Travel  Index,  among  others  now 
owned  by  Reed  International.  These 
publications  continue  to  do  well. 

In  choosing  his  field  for  reentry 
into  the  business,  Ziff  took  a  slightly 
different  tack.  He  foresaw  big  growth 
in  high-tech  durable  goods,  especially 
computers  and  related  equipment. 
And  he  saw  parallels  with  skiing,  boat- 
ing and  photography.  As  he  puts  it: 
"If  a  product  is  hard  to  use,  expensive 
and  has  resale  value,  you  don't  buy  on 
impulse.  You  do  research."  By  giving 
product   advice,   ZifTs   publications 


provide  research  for  consumers  and  a 
fertile  market  for  advertisers. 

To  help  convince  advertisers  he's 
got  what  they  need,  Ziff  came  up  with 
so-called  consultative  selling.  He  told 
his  space  sales  people  that  they 
shouldn't  focus  so  much  on  a  particu- 
lar magazine's  audience  and  charac- 
ter— as  is  typical  in  magazine  space 
selling — but  rather  should  try  to  help 
prospective  clients  understand  what 
goes  on  in  the  hearts  and  minds  of 
prospective  customers  for  the  prod- 
ucts. Ziff  staffers  sometimes  suggest 
advertising  and  packaging  changes  to 
clients  and  throw  parties  where  retail- 
ers and  manufacturers  can  mingle. 

Ziff  is  big  on  market  research.  Ziff 
Communications  spends  over  $9  mil- 
lion a  year  on  research,  which  is  chan- 
neled to  editors  as  well  as  to  advertis- 
ing sales  people  and  advertisers.  What 
he  is  selling,  really,  is  a  look  into  the 
minds  of  people  who  buy  and  use 


Forbes  ■  June  10,  1991 


43 


William  Ziff 

The 

Technocrat 

Times 


PC  Magazine 
Heavy  with  PC 
buyer  info. 


Two  and  one-half  years 
after  Ziff  Communications 
acquired  PC  Magazine, 
its  editors  were  still  tinker- 
ing with  the  content. 
They  sent  a  reporter  to  Aus- 
tralia in  1985  to  write  a 
colorful  article  on  how 
computers  were  being 
used  to  prepare  for  the 
America's  Cup.  Reader 
response?  Total  silence. 
"As  far  as  I  could  tell  the 
only  person  who  benefited 
from  that  piece  was  the 
writer,"  says  Editor-in- 
Chief  Bill  Machrone. 

Today  PC  is  a  sharply 
focused,  typically  Ziff  kind 
of  publication.  It  is  about 
products,  products  and 
more  products.  And  how 
to  use  them.  No  personality 
stuff,  no  human  interest, 
no  cooking  recipes  for 
computer  buffs.  Just  a 
steady  diet  of  side -by- side 


product  comparisons. 

What  Ziff  did,  better 
than  any  other  computer 
publisher,  was  target  the 
emerging  corporate  buyer 
of  personal  computers. 
Machrone  speaks  of  a  "sur- 
vival instinct"  among 
PCs  800,000  readers,  who 
depend  on  the  magazine 
to  help  them  make  career- 
breaking  decisions.  He 
thinks  the  magazine  helps 
them  cope. 

PCs  advertising  reve- 
nues should  top  $160  mil- 
lion this  year,  very  likely 
making  it  the  tenth-largest 
magazine  in  the  nation 
and  by  far  the  biggest  trade 
publication.  Despite  a 
tough  personal  computer 
market  and  the  worst 
magazine  advertising  reces- 
sion in  recent  years,  PCs 
ad  pages  were  up  26%  in  the 
first  quarter.         -C.P.  ■■ 


computer  products. 

Michael  Ludin,  president  of  soft- 
ware mail-order  firm  Dustin  Discount 
Software  (about  $20  million  sales), 
says  his  company's  revenues  more 
than  doubled  after  he  began  advertis- 
ing in  PC  Magazine  three  years  ago. 
He  relies  heavily  on  Ziff  research  in 
buying  habits  and  market  trends.  "I 
couldn't  afford  a  tenth  of  what  they 
give  me,"  Ludin  says. 

Ziff  brought  to  his  computer  publi- 
cations the  same  selling  techniques  he 
developed  in  his  old  hobby  maga- 
zines. Salesmen  are  given  market 
study  guides  the  size  of  phone  books 
and  made  to  go  through  a  sales  train- 
ing program  two  or  three  times  a  year 
that  involves  quizzes  and  mock  pre- 
sentations in  front  of  the  class.  At  PC 
Magazine  they  are  taught  to  call  sub- 
scribers "brand  specifiers,"  not  read- 
ers. "The  whole  place  is  characterized 
by  what  I  call  an  insistent  logic," 
observes  Daniel  McCarthys  editor  of  a 
computer  publishing  newsletter. 

That's  one  thing  that  differentiates 
Ziff  Communications  from  your  run 
of-the-mill  media  conglomerate:  its 
logic.   That  logic,  a  single-minded 
concentration  on  a  relatively  narrow 


area,  is  always  faithful  to  ZifFs  con- 
cept of  narrowcasting. 

In  following  this  logic,  Bill  Ziff  isn't 
afraid  to  spend  money.  PC  Magazine 
was  profitable  when  he  acquired  it  in 
November  of  1 982,  but  his  big  invest- 
ments in  marketing,  editorial  and  cir- 
culation pushed  it  into  the  red  for 
three  years.  Yet  once  these  invest- 
ments paid  off  in  increased  circulation 
and  prestige,  he  boosted  advertising 
rates.  His  rates  now  are  5%  to  1 5%  per 
page  higher  than  the  competition's. 

Not  all  his  big  investments  pan  out. 
In  March  Ziff  gave  up  on  Government 
Computer  News,  which  he  acquired  in 
1986.  In  a  race  with  another  publica- 
tion, owned  by  rival  International 
Data  Group,  Ziff  pumped  millions 
into  the  magazine  before  finally  sell- 
ing it  to  Cahners  Publishing. 

Ziff  also  poured  tens  of  millions 
into  a  number  of  electronic  publish- 
ing ventures  in  the  1980s.  Two  paid 
off:  Information  Access,  a  periodical 
service  available  in  more  than  10,000 
libraries,  and  Computer  Intelligence, 
a  computer  market  research  compa- 
ny. But  his  first  love  remains  print. 
Says  Ziff:  "The  idea  that  print  is  dead 
is  preposterous.  Electronic  media  are 


tiny  and  will  occupy  niches  that  print 
never  occupied — basically  search  and 
retrieval,  and  database  areas." 

Ziff  is  still  investing  in  businesses 
outside  of  magazines.  So  far  in  1991 
he  has  spent  more  than  $100  million 
«.buying  training  seminar,  trade  show, 
newsletter  and  book  publishing  com- 
panies, all  in  the  personal  computer 
field.  Among  them:  the  Cobb  Group 
and  Seybold  Seminars.  "We  intend  to 
supply  every  sort  of  information 
need,"  says  Ziff.  "But  in  our  realm, 
the  king  of  the  empire  is  print." 

Over  the  years  Bill  Ziff  has  devel- 
oped a  reputation  for  wearing  out 
proteges  like  tennis  shoes.  One  such 
was  David  Cole,  former  chairman  of 
AshtonTate,  who  spent  a  year  as 
president  of  Ziff  and  now  lives  quietly 
in  Hawaii.  Says  former  Ziff  Chief 
Financial  Officer  Selwyn  Taubman, 
who  took  early  retirement:  "Moths 
are  attracted  to  the  intensity  of  the 
light  and  the  heat,  but  if  they  get  too 
close  they  get  burned." 

But  first  they  get  charmed.  Just  this 
April  Ziff  tried  to  steal  away  the  top 
executive  at  Dennis  Publishing,  a 
British  computer  magazine  company, 
with  whom  he  was  discussing  joint 
ventures.  Ziff  whisked  the  executive 
off  to  his  mansion  in  Manalapan,  Fla., 
and  there  amidst  the  swaying  palms 
and  pounding  surf  Ziff  began  to  spin  a 
golden  web.  As  the  executive,  Colin 
Crawford,  remembers  it,  Ziff  listened 
intently  as  Crawford  told  his  life  story 
over  dinner,  then  he  began  to  psycho- 
analyze the  young  executive.  "He  was 
right  on  target,  I  was  in  awe,"  Craw- 
ford says.  Then  Ziff  offered  to  nearly 
double  his  salary,  and  Crawford  ac- 
cepted on  the  spot. 

On  the  plane  leaving  Florida, 
Crawford  had  a  change  of  heart, 
mostly  out  of  loyalty  to  his  employer. 
"I  felt  when  I  was  in  his  presence  I  was 
not  making  my  own  normal,  rational 
decisions,"  he  explains. 

Crawford  escaped  the  Ziff  charm 
and  persuasion,  but  Eric  Hippeau  did 
not.  This  February  Ziff  promoted 
Hippeau,  37,  who  was  at  rival  Inter 
national  Data.  He  made  Hippeau 
president  of  Ziff-Davis  Publishing — 
and  hence  an  heir  presumptive.  (ZifPl 
three  sons,  though  beneficiaries,  are 
uninvolved  in  the  business.)  I  [ippeau 
clearly  has  his  work  cut  out  for  him  in 
trying  to  keep  up  with  Bill  Ziff.      H 


44 


Forbes!  June  l(),  1  *>** l 


t  1991  Sterling  Motor  On 


A  NEW 47  DOOR 
FROM  STERLING. 


If  your  idea  of  a  house  in  the  country  happens  to  be  in 
the  country  of  England,  we  have  a  proposition  Jor  you. 

Should  you,  between  now  and  June  30,  be  the  first  to 
find  a  car  for  a  manufacturer's  suggested  retail  price  of 
$28,500  or  less  with  all  the  standard  features  of  a  1991 
Sterling  82  7SL,  we'll  buy  you  a  British  estate. 

Worth  at  least  two  million  dollars. 

Simply  because  there's  no  better  way  to  demonstrate  the 


extraordinary  abundance  of  features,  luxuries,  amenities 
and  conveniences  built  into  every  Sterling. 

All  you  have  to  do  to  get  started  is  visit  a  Sterling  dealer 
for  a  test  drive  and  an  official  check  list. 

We  know  you  won't  find  another  impeccably  polished 
British  road  car  in  Sterling's  class.  And  frankly,  we  don't 
expect  you  '11  find  a  car  that  qualifies  for  this  offer  either. 
In  fact,  we're  betting  the  house  on  it. 


FIND  ANOTHER  CAR  FOR  $28,500  OR  LESS  WITH  ALL  OF  THIS,  AND  WELL  BUY  YOU  A  HOUSE. 

□  Anti-theft  alarm  system 

□  Central  locking 

□  8-way  power  Jront  seats 

0  V  rated  tires 

□  Anti-lock  brakes 

D  Variable  intermittent  wipers 

O  Power  lumbar  supports 

□  Power  lilt  glass  sunroof 

□  4-speed  electronic 
automatic  transmission 

□  4-position  memory  seat 

□  Remote  keyless  entry 

□  Connolly  leather  seat  facings 

□  Multifunction  trip  computer 

□  4-wheel  disc  brakes 

Q  Tilt  steering  column 

O  Map  reading  lights 

D  Rear  reading  lights 
• 

□  Cruise  control 

□  Curbside  illumination 

□  Front  S^rear  armrests 

□  Digital  clock 

□  Tachometer 

□  Tintedglass 

□  Speed  sensitive  power  steering 

□  Rear  window  defogger 

□  Exterior  thermometer  Stjreeze  alert 
Q  Leather-wrapped  steering  wheel 

D  Heated  power  mirrors  with  memory 
D  Burl  walnut  trim 

□  8-speaker,  80  watt  sound  system 

□  Alloy  wheels                                | 
D  Motorized  Jront  seat  bells 

O  Four  doors 

□  Heated Jront  seats 

O  Power  windows 

D  V-6  160  B.H.P.  Engine 
□  Front  wheel  drive 

□  Remote  trunk  andjueljlap  release 

□  Halogen  headlamps 

□  Air  conditioning  ^automatic 
climate  control 

STERLING^ROVER 

FOR  THE  NAME  OF  A  DEALER  NEAR  YOU  CALL  1-800-4S  ROVER. 
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NOTHING 

PERFORMS  LIKE 

A  HANDYCAM. 

MAYBE 

THAT'S  WHY 

SO  MANY 

PEOPLE 

PERFORM  FOR  IT. 


Something  happens  when  you  put  a  Sony  Handycam*  camcorder  in  front  of  people. They  turn  into  Of  tors.  Nut 
you'd  expect  Sony  to  bring  out  the  camcorders  that  bring  out  the  best  in  people. 

Just  look  at  our  new  Handycam  CCD-F501.  It  has  a  powerful  10X  zoom,  hi-fi  stereo  sound  and  a  full  two  hours  of 
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's  a  Sony 


recording  time.  And  Sony's  bright,  detailed  8mm  picture  helps  make  the  most  of  baby's  every  performance.What's  more, 
the  Handycam  CCD-F501  is  a  joy  to  use.  Because  it's  rich  in  features  instead  of  complexities. 
That's  why  Handycam  is  America's  most  popular  camcorder.  After  all,  it's  a  Sony. 


Honeywell  is  a  much  smaller  company  than  it 
used  to  be.  It  is  also  a  lot  more  profitable. 

In  fighting 
trim 


By  Norm  Alstcr 


Honeywell  Chief  Executive  James  Renier 
In  the  business  of  conserving  energy. 


MlNNl  M'ous  BASED  Honeywell  Inc. 
isn't  in  the  news  the  way  it  used  to  be 
back  when  it  was  trying  to  become  a 
major  contender  in  the  computer 
business.  Its  computer  business  is 
long  gone,  sold  in  phases  over  the  last 
four  years  to  1  Vance's  CJroupe  Hull 
and  Japan's  NE< 

With  revenues  last  year  of  $6.3 
billion,  Honeywell  is  a  much  smaller 
company,  on  an  inflation-adjusted 
basis,  than  it  was  a  decade  ago.  It  is 
also  far  more  profitable.  Since  1981 
Honeywell's  earnings  per  share  have 
Come  close  to  doubling,  its  dividends 
have  increased  1  00%  and  the  stock  has 
nearly  trebled,  recently  selling  at  close- 
to  an  alltime  high. 


In  the  first  quarter  of  1991   Hon 
eywell  earned  $72  million,  up   10% 
from  the  prior  year. 

Honeywell  is  a  classic  case  of  a 
company  that  went  back  to  its  roots 
and  prospered  mightily  by  doing  so. 

Over  a  century  ago  Honeywell 
founder  Alfred  Hut/  invented  a  sys 
tern  for  automatic  control  of  furnace 
and  boiler  dampers,- and  Honeywell 
today  remains  the  world  leader  in 
heating,  air  conditioning  and  ventil.i 
tion  controls  for  homes  and  build- 
ings. Honeywell  is  also  the  leader  in 
process  control  equipment,  sold  to 
oil  refiners,  plastics  makers,  paper 
companies  and  the  like.  It  recently 
won  a  contract  from  Hoeing  Co.  to 


provide  cockpit  controls  for  the  new 
Hoeing  777 .  This  contract  could  be 
worth  $2  billion  over  the  next  20 
years,  and  it  cements  Honeywell's 
position  as  the  market  leader  in  com- 
mercial avionics  equipment. 

There  aren't  many  headlines  in 
these  businesses,  but  there  is  good 
money  to  be  made. 

Home  and  building  controls,  in- 
dustrial process  controls  and  avionics 
appear  to  be  disparate  businesses.  Yet 
they  are  closely  related,  because  each 
of  these  three  product  lines  is  based 
on  the  processing  of  input  from  elec- 
tronic sensors.  Honeywell  manufac- 
tures electronic  sensors  that  detect 
changes  in  temperature,  pressure  and 
air  flow.  The  company  also  designs 
the  signal  processing  circuitry  that 
converts  these  analog  signals  into  dig- 
ital information,  which  can  then  be 
fed  into  the  computers  that  turn  up 
the  heat,  for  instance,  or  alter  the  flow 
of  a  chemical  in  a  paper  plant. 

Honeywell's  chief  executive,  James 
Renier,  has  been  with  the  company 
since  1956.  Renier,  61,  likes  to  de- 
scribe Honeywell  as  a  company  in  the 
business  of  conserving  energy.  "If  oil 
refiners  and  petrochemical  manufac- 
turers are  going  to  pay  more  for  their 
raw  material,  they'll  want  to  get  more 
out  of  it,"  he  says.  That's  where  pro 
cess  controls  come  in. 

The  same  is  true  in  avionics  equip 
merit.  Says  Renier:  "If  you  can  fly  a 
more  optimal  flight  path  with  an  air 
craft,  you'll  burn  less  fuel." 

If  avionics  looks  promising  to  Hon 
eywell,  the  U.S.  construction  industry 
looks  awful.  Hut  Honeywell  earns 
36%  of  its  profits  overseas.  Despite  the 
current  U.S.  housing  slump,  Hon 
eywell's  buildings  and  homes  division 
has  retained  its  margins  with  strong 
international  sales  and  with  lucrative 
servicing  and  retrofitting  of  a  vast 
installed  base  of  systems. 

This  would  be  the  best  of  all  possi 
ble  worlds  but  lor  one  problem.  Hon 
eywell's  controls  businesses  are  fairly 
mature,  which  is  why  Renier\  prede 
cessors  originally   made   then    costly 
misstep  into  computers  ami  weapons. 
Renier  argues  that  I  loncvwcll  has  tin- 
potential  to  grow  by  5%  to  10%  a  u  .11 
in  its  present  businesses,  but  this  may 
be  wishful  thinking.  At  any  rate,  the 
relative    maturity    of    its    businesses 
forces   Honeywell   to  be   highly    clli 
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It's  4:30  PM  and  you've  got  to 
make  a  decision. 

\bu  need  everybody's  opinion, 
no  matter  where  they  are. 
Before  you  pick  up 
your  phone  to  call 


them  one  at  a  time, 
pick  up  this  card. 


ABET  Teleconference  Services 

3  Services  to  meet  all  your  needs 


CLAS 


Give  the  operator  the 
necessary  information  to  have 
your  teleconference  call 
3t  up  for  you. 


AT&T  ALLIANCE®  MEET-ME 


Teleconference  Service 


To  arrange  fa  all  involved  parties  to 
call  into  a  prearranged  conference  cs 


Just  make  this  one  call — 
1  800  232-1234— and  AT&T 

Teleconference  Services  will  take 
care  of  the  rest.  The  AT&T  confer- 
ence specialist  will  connect  any 
number  of  people  for  you,  no  mat- 
ter where  they  are,  even  overseas, 
and  no  matter  where  you  are, 
whether  it's  your  office,  a  hotel 
room  or  a  phone  booth.  And  you 


don't  need  any  special  lines  or 
equipment. 

If  you  prefer  to  set  up  the 
conference  call  by  yourself,  or  have 
other  people  dial  directly  into 
your  prearranged  meeting,  the 
specialist  will  tell  you  how. 

So  keep  this  card  with  you 
and  the  next  time  you  need  to 
get  4  people  or  40  or  100  into  a 


meeting,  it's  as  easy  as  calling 
1  800  232-1234. 

Productivity. 
Another  ART  advantage. 

AT&T  Teleconference  Services. 
It's  the  fast,  efficient  way  to  reach 
a  decision  when  you  can't  get 
everyone  into  the  same  room 
face-to-face. 
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AT&T 

The  right  choice. 


Oil  spills  are  everybody's  enemy. 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
nc,  a  Continental  subsidiary  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We'll  inspect 
some  2,000  vessels 
a  year,"  says  prin- 
cipal surveyor 
Stan  Smith.  "We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise" 

Offering  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping,  valves  and  machin- 
ery.They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


THERE  WHEN  IT  COUNTS. 


«^*  Continental 
*  Insurance 


Honeywell 


cient — which  means  keeping  a  con- 
stant eye  on  costs. 

The  job  of  improving  operating 
efficiency  has  fallen  to  Chief  Financial 
Officer  Christopher  Steffen,  who 
learned  something  about  slashing 
overhead  during  eight  years  at  Chrys- 
ler Corp.  Steffen  has  closely  analyzed 
Honeywell's  financial  position  and  re- 
duced the  cash  tied  up  as  working 
capital  by  over  $  1 70  million  in  the  last 
two  years.  He  did  this  by  implement- 
ing an  incentive  plan  that  rewards 
managers  for  swift  collection  of  re- 
ceivables. Such  cost-cutting  measures 
played  a  big  role  last  year  in  raising 
Honeywell's  earnings  51%  on  a  mod- 
est increase  of  4%  in  revenues. 

Even  without  spectacular  growth, 
Honeywell  has  a  lot  going  for  it.  So 
long  as  it  can  keep  costs  under  con- 


Wrapping  itself  in  the  cloak  of  environmentalism,  a 
new  movement  is  spreading  fast  in  the  universities. 
But  it  seems  less  interested  in  cleaning  the  air 
than  in  bashing  capitalism. 


View  of  an  F-15E  cockpit 

A  market  leader  in  avionics. 


trol,  it  can  scarcely  help  but  make 
money,  considering  its  dominant  po- 
sition in  several  vital  businesses. 

The  restructuring  of  Honeywell 
was  instigated  from  outside.  Fort 
Worth  speculator  Richard  Rainwater, 
with  backing  from  Hollywood  record 
impresario  David  Geffen,  bought  a 
4%  stake  in  Honeywell  back  in  1988. 
Rainwater  then  twisted  manage- 
ment's  arm  into  dumping  the  margin- 
al businesses  and  using  some  of  the 
proceeds  to  buy  in  and  retire  nearly 
30%  of  Honeywell's  own  stock. 

Rainwater  and  Geffen  are  long 
gone,  having  made  around  40%  on 
their  money  and  moved  on.  But  one 
member  of  their  group,  a  young  Dal- 
las investor  named  Edward  Lampert, 
held  on  to  a  substantial  number  of 
shares.  It  was  Lampert  who  got  Rain- 
water interested  in  Honeywell  in  the 
first  place.  Apparently  he,  for  one, 
does  not  think  the  ride  is  over.       Bi 


SDS  Jr. 


By  Martin  Kihn 

Remember  the  Students  for  a  Demo- 
cratic Society?  Led  by  people  like 
Tom  Hayden  and  Mark  Rudd,  sds 
scared  lots  of  Americans  during  the 
late  1960s  and  early  1970s  into  think- 
ing the  revolution  was  at  hand.  It 
wasn't  and  isn't,  but  sds  garnered 
publicity  and  a  following  on  campuses 
out  of  all  proportion  to  a  membership 
that  never  extended  beyond  200  cam- 
puses. It  also  spawned  a  certain 
amount  of  nasty  violence  before  slid- 
ing into  oblivion. 

You  haven't  yet  heard  nearly  as 
much  about  the  Student  Environ- 
mental Action  Coalition.  But  you 
may  well.  Although  barely  two  years 
old,  seac  claims  15,000  affiliated  stu- 
dents on  1,100  campuses  from  Har- 
vard to  Chico  State.  Last  October 
more  than  8,000  students  from 
schools  in  all  50  states  and  11  foreign 
countries  gathered  on  the  campus  of 
"the  University  of  Illinois  in  Cham- 
paign-Urbana  for  SEAC's  second  na- 
tional conference. 

Jane  Fonda,  the  radical  heroine  of 
the  sds,  wasn't  there,  but  multimil- 
lionaire Robert  Redford  delivered  his 
boilerplate  about  the  "greed"  of  the 
1980s.  According  to  a  report  by 
Washington,  D.C.- based  consulting 
firm  Mongoven,  Biscoe  &  Duchin, 
Inc.,  Ralph  Nader  arrived  late  and 
began  his  speech  by  saying  the  "estab- 
lishment" seeks  to  launch  counterat- 
tacks against  the  public  welfare  move- 
ment, citing  a  recent  article  in  Forbes 
as  evidence.  Present  was  a  Who's  Who 
of  radicalism,  including  Earth  First's 
Dave  Foreman  and  United  Farm 
Workers  President  Cesar  Chavez.  Jes- 
se Jackson  showed. 

Once  again  the  talk  was  of  revolu- 
tion. According  to  the  local  News- 
Gazette,  Helen  Caldicott,  of  Physi- 
cians for  Social  Responsibility,  sur- 


veyed the  crowd  and  exulted:  "This  is 
the  beginning  of  the  revolution  that's 
going  to  save  the  earth." 

But  the  differences  betweeen  this 
meeting  and  an  old-time  SDS  gather- 
ing were  more  cosmetic  than  real.  The 
emphasis  was  not  on  clean  air  and 
clean  water  and  saving  the  green 
spaces.  The  focus  was  on  the  evil  of 
big  corporations.  SEAC's  outreach  co- 
ordinator, Randy  Viscio,  23,  received 
a  standing  ovation  when  he  told  the 
crowd  that  their  main  objective 
should  be  to  do  away  with  all  corpora- 
tions— and  even  capitalism  itself. 

seac's  newsletter,  Threshold,  pub- 
lished monthly  during  the  school 
year,  leaves  no  doubt  that  there  is, 
intellectually  speaking,  a  clear  line  of 
descent  from  sds  to  seac.  Sample  line: 
"The  student  movement  can't,  and 
can't  afford  to,  exclude  revolutionar- 
ies and  communists."  Another  article 
spoke  about  "the  insidious  nature  of 
the  international  economic  system, 
capitalism,   under   which   we   live." 

Some  SEAC  members  deny  that 
their  own  aims  are  "radical,"  but  "it's 
perfectly  all  right  with  us  if  a  SEAC 
member's  goal  is  to  end  all  private 
enterprise  in  the  U.S.  and  around  the 
world,"  says  seac's  national  council 
coordinator,  Beth  Ising,  21,  a  junior 
at  James  Madison  University. 

seac  members  frequendy  go  to 
great  lengths  to  distance  themselves 
from  more  mainstream  environmen- 
talist outfits.  Some  members  tend  to 
believe  groups  like  the  National  Wild- 
life Federation  and  the  Sierra  Club, 
which  have  an  estimated  combined 
war  chest  of  over  $100  million,  have 
sold  out.  "The  National  Wildlife  Fed- 
eration lets  corporations  determine  its 
environmental  policies  to  the  extent 
that  I  think  they've  been  bought 
out,"  says  Ising.  Unlike  mainstream 
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Two  bottoir 


Recently,  Compaq  significantly 
reduced  prices  on  its  most  popular 
personal  computers  and  PC  systems. 
This  will  have  a  tremendous  impact  on  your 
bottom  line.  And  not  because  of  cost  alone. 

Our  new  prices  mean  there's  nothing  now  standing  between  you 
and  the  high  performance  of  COMPAQ.  You  won't  have  to  make  do  with  a 
compromise  instead  of  the  COMPAQ  PC  you  want. 

Our  new  prices  also  mean  you  can  afford  to  let  all  your  users  work 
with  the  PCs  that  simply  work  better. 

COMPAQ  PCs  deliver  optimal  performance,  so  your  users  will  spend 
less  time  waiting.  And  more  time  working. 

Our  PCs  endure  relentless  reliability  tests,  so  downtime  is  reduced. 
And  as  we  all  know,  downtime  means  money. 

COMPAQ  PCs  also  offer  the  utmost  in  compatibility.  So  you  can  spend 
your  time  working  on  business  issues,  not  computer  issues. 


COMPAQ,  Registered  U.S.  Patent  and  Trademark  Office.  C  1991  Compaq  Computer  Corporation.  All  rights  m 


ine  reasons 

OMJttQPC 


Finally,  COMPAQ  PCs  are  supported  by  one  of  the  best-trained  dealer 
networks  in  the  industry.  Dealers  who  are  committed  to  giving  you  compre- 
hensive computing  solutions,  not  just  computers. 

From  the  beginning,  COMPAQ  PCs  have  delivered  the  performance, 
reliability  and  compatibility  you've  asked  for.  Now,  they  also  deliver  it 
more  affordably. 

All  this  makes  quite  a  statement.  Especially  on  your  bottom  line. 

To  get  the  facts,  call  your  Authorized  COMPAQ  Computer  Dealer  for 
pricing  and  product  information.  Or  call  1-800-231-0900,  Operator  161,  and 
we'll  mail  you  our  new  suggested  resale  prices  and  the  location  of  the  dealer 
nearest  you.  In  Canada,  just  call  1-800-263-5868,  Operator  161. 
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College  radicals 


"Catalyst" 
conference 
Students  using 
environmentalism 
to  bash  the 
corporation. 


groups,  seac  prefers  direct  action  to 
cooperation.  Ising  points  to  a  demon- 
stration in  April  1990,  when  300  seac 
members  invaded  a  House  subcom- 
mittee hearing  on  the  Clean  Air  Act 
chanting,  "Air  was  sold  to  industn r!" 
"Being  an  environmentalist  to  us  is 
not  writing  out  a  check  once  a  year," 
she  says.  Her  motto  seems  to  be:  In 
your  face,  capitalist  pig. 

seac's  definition  of  environmental- 
ism is  a  good  deal  broader  than  that 
used  by  mainstream  groups.  It  en- 
compasses "anything  that  has  any  im- 
pact on  any  living  organism,"  in  the 
words  of  Eric  Kessler,  19,  a  group 
coordinator  at  the  University  of  Colo- 
rado-Boulder. In  seal's  lexicon, 
trade  unions  are  environmentally 
good,  but  Hydro-Quebec  is  not. 
SEAC  is  very,  very  politically  correct, 
and  thinks  the  rest  of  the  world 
should  be  as  well,  seac's  Randy  Viscio 
says:  "Corporations  have  to  over- 
come their  male-dominated  side  and 
become  more  nurturing." 

seac  began  at  the  University  of 
North  Carolina-Chapel  Hill,  when  a 
student  placed  an  ad  in  Greenpeace 


magazine  for  people  interested  in 
forming  a  national  coalition.  In  the 
fall  of  1989  the  group  had  its  first 
national  conference.  Roughly  1,500 
people  attended.  After  the  October 
conference  in  Champaign- Urbana, 
seac  hired  five  full-time  staff  mem- 
bers at  its  Chapel  Hill  headquarters. 

Who  foots  the  bill?  You  do,  in  part. 
seac's  SI 5  to  S35  membership  fees 
will  be  supplemented  by  a  grant  from 
the  Environmental  Protection  Agen- 
cy, seac  divides  the  country  into  17 
regions,  each  with  its  own  organizers 
and  campaigns,  and  regularly  holds 
meetings  of  the  national  council, 
which  represents  all  regions. 

At  the  national  council  meeting  in 
January,  seac  approved  three  specific 
corporate  targets:  Coors,  British  Pe- 
troleum and  Hydro-Quebec.  Coors 
stood  accused  of  dumping  toxic 
waste,  British  Petroleum  of  encourag- 
ing "spiritual  death" — meaning  a 
poisoning  of  the  earth— and  Hydro- 
Quebec  of  flooding  out  the  natural 
homeland  of  the  Crec  Indians. 

During  a  meeting  in  March  with 
Coors    management,    the    students 


were  surprised  by  the  entrance  of 
Coors'  chairman,  Peter  Coors.  "We 
were  wondering  how  seriously  they 
took  us,"  says  Beth  Ising,  who  attend- 
ed the  meeting.  "It  turned  out,  very." 

seac  got  Coors'  attention  with  a 
tactic  that  will  undoubtedly  be  used 
against  other  businesses.  Members 
wrote  to  a  Sbarro's  restaurant  in  New 
Jersey,  complaining  that  it  served 
Coors.  The  Sbarro's  manager  con- 
tacted his  Coors  distributor,  who 
alerted  Coors  management.  "The 
National  Toxics  Campaign  and  Citi- 
zen Action  have  been  trying  to  get  a 
meeting  with  Coors  for  years,"  says 
Ising. "The  difference  is,  we  hurt 
them.  Students  can  stop  buying 
Coors."  (The  National  Toxics  Cam- 
paign and  Citizen  Action  deny  re- 
questing a  meeting.) 

si  ,\(  \  constituents  are  the  children 
of  the  children  of  the  1960s,  brought 
up  by  one  of  the  most  rebellious 
generations  in  U.S.  history'.  At  the 
national  council  meeting  this  month, 
a  sing-along  is  planned.  One  featured 
tune:  "Down  With  Corporate  Pigs 
Against  the  Environment."  IB 
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ENERGY  SECURITY 


•  •  i 


ISA© 
STRONG  PIPE. 


Over  a  million  miles  of  good  strong  pipe. 
That's  America's  natural  gas  pipeline  system 

More  natural  gas  use  can  displace 
over  80%  of  the  oil  we've  been  import- 
ing from  Iraq  within  a  year— one-third 
of  that  immediately.  And  in  doing  so, 
Americans  can  help  to  protect  them- 
selves from  unforeseen  events  in 
oil  markets. 

Natural  gas  is  already  dis- 
placing imported  oil.  Two 
million  homes  and  businesses 
switched  to  natural  gas  in  the 
1980s.  And  new  uses— especially 
*  natural  gas  vehicles  and  natural 
gas-fueled  electric  generation- 


displace  even  more  oil  and  serve  both  our 
energy  security  and  environmental  priorities. 
The  very  use  of  natural  gas  pro- 
motes energy  conservation— because 
it's  more  efficient.  It's  also  cleaner. 
And  there  is  no  foreseeable  end  to 
our  supply. 

Given  our  huge  resource  base 
and  efficient  delivery  system. 
Given  that  field  price  controls  are 
out  and  new  technologies  are  in. 
Then,  with  sound  public  policies 
and  aggressive  industry  market- 
ing, the  potential  for  natural  gas 
energy's  long-term  contribution  to 
real  energy  independence ...  is  real. 


Natural  gas.  Because  a  strong  America 
is  an  energy  secure  america. 


)  1991  American  Gas  Association 


"Everything 
that  is  perfect  must  exceed 

its  kind." 

Johann  Wolfgang  von  Goethe 


The  automobile  is  rapidly  becoming  the 
definition  of  high  technology  in  its  highest 
form.  And  the  center  of  progress  is  under 
the  hood. 

The  automotive  engineers  and  techni- 
cians of  Daimler-Benz  are  leading  the  way. 
Incorporating    remarkable    new    develop- 


Daimler-Benz  Washington,  Inc.,  1350  I  Street,  N.W.,  Washington,  D.C.  20005 


ments  in   microelectronics.   Creating  new 

materials  with  astonishing  properties. 

Making  one  component  after  another  more 

advanced,   more   reliable,   more  efficient, 

longerlasting. 

And  laying  the  cornerstones  for  improving 

the   safety,   energy   savings   and   environ- 


mental compatibility  of  the  automobile. 
You  can  be  assured  that  the  Daimler- 
Benz  commitment  to  engineering  excel- 
lence through  technological  leadership 
will  continue. 

Under  the  hood  and  wherever  else  progress 
can  be  made. 


DaimlerBenz 


The  corporate  units  of  Daimler-Benz:  Mercedes-Benz,  AEG,  Deutsche  Aerospace,  Daimler-Benz  InterServices  (debis) 


Miami  has  a  high-growth  economy  and  relatively  low 
taxes.  New  York  and  Massachusetts  have  no-growth 
economies  and  high  taxes.  There's  a  lesson  here, 
but  the  politicians  won't  heed  it. 

A  turbulent 


teenager 


By  Tatiana  Pouschine 


The  South  Beach  scene 

Like  Saint-Tropez  in  the  Seventies. 


Miami.  The  art  deco  buildings  redone 
in  vivid  colors,  the  gardens  in  the 
residential  areas  lush  and  well  kept. 
South  Beach,  one  of  the  new  hang- 
outs, is  reminiscent  of  the  Saint-Tro- 
pez of  the  early  Seventies:  relaxed,  but 
exciting.  Even  on  a  Tuesday  night, 
the  stretch  of  restaurants  and  cafes 
overlooking  the  Atlantic  bustles.  All 
evening  people  stroll  by:  tourists,  lo- 
cal yuppies,  miniskirted  blondes. 

For  the  past  decade  Miami's  popu- 
lation, including  Dade  County  mu- 
nicipalities, has  been  growing  2%  a 
year  on  average,  twice  the  rate  of 
other  U.S.  cities.  No,  that's  not  be- 
cause of  the  graying  of  America.  Many 
of  the  newcomers  are  young  profes- 


sionals, refugees  from  New  York, 
Washington  and  Chicago. 

Some,  but  by  no  means  all,  of  the 
young  professionals  have  a  Latin  con- 
nection. Take  Edward  Deschapelles, 
31,  who  moved  to  Miami  two  years 
ago  from  New  York.  Of  Cuban  de- 
scent, he  grew  up  in  Paris  and  Madrid. 
A  Harvard  M.B.A.,  he  was  a  loan 
officer  for  Chase  Manhattan,  later  a 
trader  for  Phibro-Salomon. 

Deschapelles  now  runs  a  consultan- 
cy advising  clients — mostly  local  agri- 
cultural operations — how  to  enter 
and  finance  expansion  into  Latin 
America.  He  shares  an  office  with  two 
former  bankers  he  knew  in  New  York 
who  have  also  come  to  Miami  recently 


to  run  their  own  firms. 

What  brought  Deschapelles  to  Mi- 
ami? Climate.  A  more  relaxed  pace. 
The  relatively  low  cost  of  living.  New 
York,  Philadelphia  and  Los  Angeles 
can  be  more  expensive.  On  Long 
Island,  for  example,  the  cost  of  living 
is  50%  above  the  national  average;  in 
Philadelphia,  28%.  Miami's  is  just 
1 2%.  Says  Thomas  Purvis,  a  vice  presi- 
dent at  NCNB,  the  North  Carolina- 
based  bank,  who  was  transferred  to 
Miami  four  years  ago:  "I  was  sur- 
prised. Miami  has  the  cost  of  living  of 
a  small  town." 

Bad  luck  for  developers  and  banks 
is  good  luck  for  residents  and  new- 
comers. Thanks  to  the  overbuilding 
in  the  Seventies,  good  housing  and 
office  space  are  relatively  cheap.  In 
Brickell,  one  of  Miami's  most  exclu- 
sive residential  neighborhoods,  rents 
for  a  two-bedroom  apartment  with  a 
view  of  Biscayne  Bay  and  minutes 
from  downtown  average  about 
$1,000  a  month.  Comparable  apart- 
ments in  New  York  are  at  least  double 
that — and  no  bay. 

Miami  is  a  supply-side  sort  of  place. 
Because  it  is  prosperous,  it  has  a  high 
tax  base.  And  it  has  low  tax  rates.  The 
low  taxes  in  turn  feed  the  prosperity. 
New  York  City  residents  pay  up  to 
8.4%  in  state  income  taxes  and  3.4%  in 
city  taxes.  In  Philadelphia,  residents 
pay  2.1%  in  state  taxes  and  a  5%  local 
wage  tax.  Miami  has  neither  state  nor 
city  income  taxes.  Only  three  states 
have  lower  taxes  than  Florida. 

So  business  flourishes.  Without  the 
population  influx,  there  would  be  a 
shortage  of  workers:  Though  the 
number  of  available  workers  grew 
16.5%  over  the  last  decade,  to  over 
950,000,  employment  grew  even 
faster,  at  over  18%.  The  number  of 
new  businesses  grew  25%,  to  nearly 
57,000,  last  year.  In  the  last  ten  years 
wholesale  and  retail  trade  has  grown 
nearly  25%,  employing  240,000  peo- 
ple, or  nearly  one  third  of  Miami's 
work  force. 

Counted  in  the  wholesale  trade  sta- 
tistics  are  importer-exporters,  em 
ploying  2  to  100  people,  that  help 
Latin  Americans  buy  or  sell  in  the 
U.S.  One  such  company  is  Marco 
Technology  Corp.,  which  imports 
rice  milling  equipment  from  Taiwan, 
Japan  and  Mexico  and  exports  it  to 
Venezuela,    Ecuador    and    Panama. 
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"We've  never  been  bigger,"  says 
Claudio  Martinez  Sr.,  who  has  run 
the  business  in  Miami  for  20  years. 
Last  year  he  added  14  people  to  a  staff 
now  totaling  36. 

Finance  follows  trade.  Take  a  walk 
down  Brickell  Avenue.  Lined  with 
palm  trees,  Miami's  Wall  Street  is 
packed  with  shiny  skyscrapers  display- 
ing banking  names  from  around  the 
world.  Between  1988  and  1990,  ten 
additional  foreign  banks  were  li- 
censed to  do  business  in  Florida, 
bringing  the  total  to  66.  As  a  foreign- 
banking  center,  Miami  is  now  second 
only  to  New  York. 

There  is  good  money  to  be  made 
dealing  with  Latin  American  finance. 
Manuel  Fernandez  is  head  of  trade 
finance  at  Barnett  Bank  of  South  Flor- 
ida, part  of  the  state's  largest  bank 
holding  company.  Fernandez  pulls 
out  paperwork  on  a  banker's  accep- 
tance Barnett  had  just  issued.  The 
bank  earned  about  200  basis  points 
guaranteeing  the  credit  of  a  local  ex- 
porter-importer that  typically  bor- 
rows at  Barnett's  prime  rate.  It  would 
have  earned  no  more  than  50  basis 
points  had  it  been  guaranteeing  the 
credit  of  a  brand-name  corporation. 

Money  center  banks  such  as  Chase 
and  Citibank  aren't  as  actively  in  the 
game.  One  banker  says  he  was  sur- 
prised at  how  little  competition  came 
from  big  U.S.  banks.  His  explanation: 
"They  turned  up  their  noses  because 
these  aren't  the  large  import-export 
firms  they  are  used  to  dealing  with  in 
New  York." 

The  money  centers  are  eager,  how- 
ever, to  compete  with  the  others  in 
private  banking,  managing  the  money 
coming  in  from  such  countries  as 
Colombia,  Venezuela,  Guatemala 
and  El  Salvador. 

That  money  is  pouring  in.  Analyst 
Moshe  Orenbuch  at  New  York's  San- 
ford  C.  Bernstein  &  Co.  estimates 
that  between  1980  and  1989  deposits 
in  Florida  nearly  tripled  to  over  $100 
billion  from  $37  billion,  representing 
a  compounded  annual  growth  rate  of 
12%.  Deposits  for  all  U.S.  commercial 
banks  grew  at  only  6.5%,  or  barely 
more  than  half  the  rate.  Orenbuch 
expects  Florida's  deposit  growth  in 
the  early  Nineties  to  slow  to  the  high 
single  digits  but  to  remain  more  than 
that  in  other  parts  of  the  U.S. 

Drug  money?  Some  of  it.  "I'm  sure 


every  bank  has  money  launderers," 
sighs  one  banker,  "though  we  follow 
all  the  regulations."  But  much  of  the 
money  is  earned  in  legitimate  busi- 
nesses in  Latin  America.  Though  they 
could  send  their  money  to  New  York 
or  European  capital  havens  like  Gene- 
va or  London,  Latin  Americans  like 
doing  business  in  Miami.  Many  Latin 
Americans  send  their  children  to 
school  in  Florida  and  have  vacation 
homes  near  Miami.  Miami  Mayor  Xa- 
vier  Suarez  recounts  how  he  break- 
fasted with  one  father,  the  vice  presi- 
dent of  the  Dominican  Republic, 
whose  two  daughters  are  in  Miami 
schools.  Good  relations  increase 
trade,  he  says. 


countries  more  prosperous  and  hence 
better  customers  for  Florida.  Says 
Mayor  Suarez:  "As  soon  as  you  get 
Haitians  and  Dominicans  working  in 
textiles  or  shoes,  they  themselves  be- 
come a  market,  where  they  formerly 
lived  almost  in  abject  poverty." 

A  few  manufacturing  companies  in 
Miami  are  thriving,  some  of  them 
high-tech.  Coulter  Corp.,  a  privately 
held  maker  of  medical  diagnostic 
equipment  with  over  2,000  employ- 
ees in  Miami,  has  been  manufacturing 
in  the  city  since  1960.  The  company 
recently  worked  with  the  city  govern- 
ment to  create  a  development  group 
to  help  other  biomedical  technology 
companies  in  the  area. 


Miami's  Brickell  Avenue 
The  bankers  are  moving  in. 


The  dark  spot  in  the  Miami  econo- 
my is  manufacturing.  Employment  in 
manufacturing  fell  11%  over  the  last 
decade.  The  sector  employed  about 
89,000  in  1990,  down  from  100,000 
in  1980.  The  problem  is  the  apparel 
industry,  which  is  losing  jobs  to  coun- 
tries in  and  across  the  Caribbean.  The 
apparel  industry  remains  a  major  em- 
ployer but  is  shrinking.  As  of  last  year, 
almost  one -third  of  the  166  manufac- 
turers in  the  city  that  employ  over  100 
people  were  apparel  or  textile  firms. 
But  now  they  are  laying  people  off  or 
disappearing  altogether. 

The  bright  side  of  this,  of  course,  is 
that  the  move  of  the  garment  trade  to 
lower-wage   countries   makes  those 


With  all  this  growth  and  change 
comes  a  certain  amount  of  turmoil.  A 
polyglot  city,  Miami  is  the  scene  of 
frequent  confrontations  between  the 
Latin  population  and  the  local  blacks. 
Miami  has  more  murders  per  100,000 
than  New  York  or  Los  Angeles.  Non- 
violent crimes,  too,  are  rampant.  Just 
a  few  months  ago,  Mayor  Suarez's  car 
was  broken  into  while  the  police  were 
reportedly  guarding  it.  Assistant  City 
Manager  Sergio  Rodriguez  puts  the 
situation  in  perspective:  "Miami  is 
like  a  teenager.  First  this  part  grows, 
then  that  part."  Like  an  energetic 
adolescent,  Miami  doesn't  always  act 
like  a  grownup,  but  it's  never  dull  and 
certainly  not  stagnant.  !■ 
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What  nature  does  in  2  week 


Silver  halide  micro-crystals  in  the  photochromic  glass  lenses . 


darken  in  reaction  to  the  sun's  rays. 


Two  weeks  of  fun  in  the  sun.  And 
what  a  beautiful  tan!  Yet  this 
woman's  golden  glow  is  more  than 
just  attractive,  it  actually  protects 
her  skin. 

UV  rays  stimulate  the  forma- 
tion of  brown  pigments  on  the  skin's 
surface.  The  longer  she  stays  in  the 
sun,  the  browner  she  becomes.  But 


because  the  skin  is  constantly 
replacing  its  outer  layers,  her  tan 
will  soon  fade. 

Schott's         photochromic 

ophthalmic  glass  also  reacts  to  the 
sun's  UV  rays.  Billions  of  silver 
halide  micro-crystals  from  metallic 
silver  which  protects  the  eyes. 
Clear  glasses  automatically  darken. 


The  stronger  the  sun,  the  darker  the 
glasses  become. 

As  the  light  fades,  the  silver 

halide  micro-crystals  change.  The 
lenses  lighten,  reversing  the  pro- 
cess. 

From    sun-up    to    darkest 

night,  with  lenses  made  of  photo- 
chromic glass  from  Schott,  one 
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lenses  do  in  seconds. 
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In  a  matter  of  seconds . 


ordinary  glasses  turn  into  protective  sunglasses. 


pair  of  glasses  does  the  trick. 
Photochromic  glass,  avail- 
able from  Schott  Glass  Technolo- 
gies, Inc.  is  just  one  example  of  how 
Schott's  innovative  development 
responds  to  specific  needs.  In  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 
Schott   worldwide:    50,000 


products,  50  production  facilities, 
represented  in  more  than  100  coun- 
tries, with  over  $  1,5  billion  in  sales. 

Schott  in  North  America:  11 

companies  employing  more  than 
1,800  people. 

Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,   Dept.   F  37, 


3  Odell  Plaza,  Yonkers,  NY  10701. 


fca  SCHOTT 

Nobody  knows  more  about  glass. 


Movie  producer  George  Lucas  is  famous  for  his 
fantasies.  What  was  he  fantasizing  when  he— and  lots 
of  other  rich  and  famous  people— put  big  money 
into  this  Manhattan  realty  partnership? 

Realty  wars 


By  Howard  Rudnitsky 

It  is  not  true  that  the  rich  always  get 
richer.  They  can  get  taken,  too.  Lured 
by  prospective  tax-loss  benefits  plus 
the  prospect  of  more  than  doubling 
their  investment  in  about  a  dozen 
years,  the  rich  and  famous  lined  up  for 
units  in  1626  New  York  Associates 
Limited  Partnership,  a  real  estate  syn- 
dication offered  in  1984  by  Boston- 
based  First  Winthrop  Corp. 

The  victims  were  all  consenting 
adults.  They  included  former  Pep- 
siCo Chief  Executive  Donald  Ken- 
dall, Toys  "R"  Us  Chairman  Charles 
Lazarus,  movie  producer  George  Lu- 
cas, the  late  U.S.  Senator  John  Heinz 
III,  Woody  Allen  and  the  late  Jim 
Henson. 

First  Winthrop  delivered  them  a 
dazzling  package.  It  first  bought  and 
then  resold  to  the  partnership  19  New 
York  office  buildings,  including  the 
well-known  Gulf  &  Western  Building 
(now   15   Columbus   Circle),  over- 


looking Central  Park.  It  paid  the  sell- 
er, the  MacArthur  Foundation,  about 
$430  million  (including  the  mort- 
gage debt)  for  the  properties.  First 
Winthrop  sold  1,344  partnership 
units,  each  priced  at  $250,000,  to 
some  1,250  limited  partners.  This 
brought  in  $336  million  in  equity.  It 
also  re-mortgaged  the  properties  for 
about  $400  million.  Nearly  a  third  of 
the  equity  proceeds  went  for  modern- 
ization and  repairs. 

It  was  a  sweet  deal  for  First  Win- 
throp, which  ultimately  stood  to  take 
in  up  to  $70  million  in  fees,  an  esti- 
mated $40  million  of  which  it  already 
has  in  pocket.  But  the  investors  didn't 
seem  to  mind.  The  partnership  offer- 
ing didn't  take  long  to  sell  out.  This, 
after  all,  was  Manhattan  real  estate, 
and  well  rented. 

For  a  while  things  went  well.  But 
the  wealthy  investors  have  been  get- 
ting bad  news  lately.  First  Winthrop 


15  Columbus  Circle 

Of  Paramount  importance  to 

1626  New  York  Associates. 


Chairman  Arthur  Halleran  Jr.  wrote 
in  his  Mar.  27  letter  to  investors:  "If 
we  were  forced  to  liquidate  the  1626 
portfolio  in  today's  market,  we  be- 
lieve the  net  proceeds  distributable  to 
Limited  Partners  would  be  from 
$20,000  to  $30,000  per  unit." 
On  that  basis,  even  figuring  in  the 


The  Rockefeller 
REIT 

IT'S  not  JUST  that  com- 
mercial real  estate  has  gone 
bad  but  that  leverage  and 
interest  costs  add  another 
burden  on  properties 
when  vacancies  are  high 
and  rents  can't  be  raised. 

Take  even  Manhat- 
tan's fabled  Rockefeller 
Center,  publicly  traded  as 
Rockefeller  Center  Proper- 
ties, Inc. 

The  center's  Real  Es- 
tate Investment  Trust  has  a 
secured  interest  in  6.2 


million  square  feet  of  prime 
midtown  Manhattan  of- 
fice and  retail  space.  Rocke- 
feller ('enter's  more  than 
15,000  investors  are  cur- 
rently getting  about  a 
10%  yield.  Investors  have 
not  gotten  rich,  but  they 
haven't  gotten  burned,  ci- 
ther. The  shares  are  sell- 
ing at  slightly  below  the 
price  at  which  they  were 
first  offered  to  the  public  by 
the  Rockefeller  clan  in 
1985,  $20  a  share. 

The  offering  prospec- 
tus projected  rapid  rent  in- 
creases beginning  in  the 
mid-1990s  when  a  number 


of  leases  expire.  These  in- 
creases would  have  funded 
both  a  forecasted  increase 
in  the  dividend  from  about 
$2  in  1994  to  at  least 
$3.10  in  1995,  and  ac- 
quired hike  in  the  interest 
rate  on  the  trust's  current- 
pay  convertible  deben- 
tures from  8%  to  13%  in 
1995.  Given  the  soft  New 
York  market,  those  envi- 
sioned rent  increases  are 
looking  less  likely. 

Jon  Foshcim  is  a  part- 
ner in  Newport  Beach,  ( )al 
if.'s  Circe n  Street  Advi- 
sors, which  researches  pub- 
licly traded  real  estate 


companies  for  institutions. 
Foshcim  believes  that,  in- 
stead of  raising  the  divi- 
dend, it  might  be  cut 
modestly  in  the  mid  1990s. 
Because  the  interest  rate 
on  the  debentures  rises 
whether  rents  do  or  not, 
management  may  have  to 
cut  the  dividend  to  pay 
the  additional  interest.  But 
he  sees  the  cut  as  not 
much  more  than  20  cents  a 
share.  If  that  happens  and 
lowers  the  stock  to  $15  or 
less,  he  sees  the  shares  as 
a  buy.  They  don't  make 
any  more  Rockefeller 
Centers  I  111.  IB 


62 


Forbes  ■  June  10,  ll,,M 


value  of  the  tax  benefits  but  after 
taking  into  account  the  time  value  of 
money,  the  investors'  loss  would  be 
about  55%  of  their  original  invest- 
ments. In  the  end,  the  tax  deductions 
may  be  the  great  bulk  of  the  return  the 
investors  will  see  on  their  investment. 
In  1984  First  Winthrop  had  projected 
that  cash  distributions  would  start  in 
1986.  There  haven't  been  any,  and 
won't  be  for  years. 

The  1626  New  York  Associates 
partnership  is  beginning  to  look  like  a 
black  hole.  In  recent  months  Halleran 
has  informed  the  limited  partners  that 
they  should  expect  at  least  $100  mil- 
lion of  operating  deficits  after  debt 
and  other  costs  over  the  next  four 
years.  The  partnership  doesn't  have 
enough  funds  to  cover  the  deficit. 

First  Winthrop's  Halleran  bravely 
tells  his  partners,  "We  don't  intend  to 
implement  a  liquidation."  But  First 
Winthrop  may  not  have  much  choice. 
Most  of  the  buildings  are  heavily 
mortgaged,  and  foreclosure  is  a  real 
possibility  unless  lenders  make  con- 
cessions. The  partnership's  auditor, 
Arthur  Andersen,  has  issued  a  quali- 
fied opinion  on  1626  New  York's 
1990  audited  financial  statements. 

The  1986  Tax  Reform  Act  hurt  the 
partnership,  but  the  real  problem  is 
more  basic:  Seduced  by  the  glamour 
of  Manhattan  real  estate  and  eager  to 
beat  the  taxman,  the  partners  wildly 
overpaid.  Fortified  by  optimistic  pro- 
jections, apparently  nobody  won- 
dered what  would  happen  if  rents  fell 
and  vacancies  rose — which  is  exactly 
what  did  happen. 

To  help  stem  part  of  1626  New 
York's  operating  deficit — $17  million 
last  year  alone — First  Winthrop  has 
lent  the  partnership  $23.5  million  it 
claims  it  isn't  obligated  to  provide. 
Part  of  the  money  is  being  used  for 
improvements  to  hold  on  to  tenants 
and  attract  new  ones. 

However,  First  Winthrop's  Hal- 
leran warns  1626  New  York  investors 
that  his  firm  won't  be  willing  to  keep 
funding  growing  operating  deficits 
much  longer  unless  they  can  get  con- 
cessions from  lenders. 

Why  would  First  Winthrop  Corp., 
controlled  by  Halleran,  have  put  up 
money  it  wasn't  obliged  to  put  up? 
Concern  for  its  reputation  perhaps, 
but  more  important,  First  Winthrop 
could  lose  its  lucrative  management 
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contract  if  it  is  forced  to  liquidate. 

Several  1626  New  York  investors 
are  suing  First  Winthrop.  They  are 
represented  by  Steve  Berman,  a  part- 
ner of  Seattle  law  firm  Betts,  Patterson 
&  Mines.  The  suit  claims  that  First 
Winthrop  engaged  in  self- dealing. 
For  example,  it  sacked  its  property 
managing  agent  and  replaced  it  with  a 
First  Winthrop  affiliate,  which  also 
handles  leasing,  charging  on  average 
over  $3  million  annually  since  1986. 

First  Winthrop's  Halleran  flatly  de- 
nies the  claim.  He  told  his  investors 
that  an  outside  independent  law  firm 
studying  the  suit  has  found  First  Win- 
throp did  not  engage  in  self- dealing. 
For  now  the  partnership's  best  hope  is 
to  try  to  sell  its  flagship  1 5  Columbus 
Circle  property  for  enough  above  the 
mortgage  to  help  offset  the  deficits. 
The  property  has  been  on  the  market 
since  last  year  with  no  takers  because 
of  the  uncertainty  regarding  Para- 
mount Communications,  which  oc- 
cupies 82%  of  the  building  and  has  a 
low-cost,  15 -year  lease  due  to  expire 
in  1995.  On  Apr.  30  Paramount 
chose  not  to  exercise  its  option  to 
renew  its  lease.  That  at  least  ends  the 
uncertainty  for  a  potential  buyer.  Still, 
would  any  buyer  be  willing  to  pay  a 
big  premium  over  the  mortgage  in 
today's  sick  New  York  real  estate  mar- 
ket for  15  Columbus  Circle? 

The  partnership  owns  four  other 
major  midtown  properties  with  a 
"combined  1.5  million  square  feet,  the 
so-called  Fuji  properties.  The  Fuji 
Bank  holds  $207  million  in  first  mort- 
gages on  these.  These  buildings  have 
a  16%  vacancy  rate,  which  could  rise 
to  over  20%  in  a  few  years.  One 
building — 1372  Broadway — is  load- 
ed with  failing  garment  firms.  The 
four  Fuji  properties  will  show  an  oper- 
ating deficit  of  $59  million  over  four 
years.  First  Winthrop  has  asked  Fuji  to 
convert  its  $207  million  first  mort- 
gage to  a  cash-flow  mortgage,  where- 
by interest  in  excess  of  cash  income  is 
accrued  and  paid  at  maturity.  So  far 
Fuji  hasn't  come  forth  with  an  offer.  It 
may  want  First  Winthrop  to  put  in 
more  money  first.  Winthrop  expects 
soon  to  sell  a  smaller  midtown  build- 
ing, which  will  net  the  partnership 
$14.7  million.  That  will  buy  1626 
New  York  time,  but  not  a  lot. 

There  ain't  no  sure  things — not 
even  for  the  rich  and  famous.         ■■ 


~^* 


afc£sS--:~      ' 


Thank  Dad 

for  being  more  proud 

than  angry. 
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TAXING  MATTERS 


EDITED  DY  LAURA  SADNDEDS 


Can  Federated  Department  Stores  emerge  from 
bankruptcy  with  a  new  billion-dollar  asset, 
courtesy  of  Uncle  Sam?  It  could  happen. 

Damn  the 
torpedoes 


By  Laura  Jereski 


Thanks  to  some  deft  navigation  of 
the  tax  codes,  Federated  Department 
Stores  could  emerge  from  bankruptcy 
in  February,  fit  and  trim  and  with  a 
huge  new  asset:  perhaps  as  much  as  $  1 
billion  in  tax-loss  carryforwards. 

Wait  a  minute — didn't  tax  reforms 
last  year  scuttle  those  income-shelter- 
ing devices?  Yes,  bankrupt  companies 
do  find  it  tougher  than  ever  to  keep 
tax  advantages  of  any  kind  after  reor- 
ganization (Forbes,  Feb.  4). 

In  a  reorganization,  creditors  ac- 
cept new  paper  with  a  lower  face  value 
than  the  old.  Under  the  current  tax 
code,  the  amount  of  the  debt  forgiven 
counts  as  taxable  income — billions  of 
dollars,  in  Federated's  case. 

But  smart  lawyers  and  dealmakers 
seem  able  to  devise  new  loopholes  as 
fast  as  the  tax  people  can  close  old 
ones.  The  trick  for  Federated — and 
other  bankrupts — is  to  reduce  debt  to 
a  manageable  level  without  triggering 
tax  on  the  so-called  cancelation  of 
indebtedness  income.  If  tax-loss  car- 
ryforwards can  be  preserved,  that's 
icing  on  the  cake. 

Federated  thinks  it  can  get  both  the 
cake  and  the  icing.  "This  reorganiza- 


tion plan  is  entirely  tax -driven,"  says 
Richard  Cieri,  one  of  the  partners 
heading  up  Federated's  team  at 
Cleveland-based  Jones,  Day.  Here's 
what  he  and  the  other  smart  folks  have 
come  up  with. 

Under  the  plan  filed  in  April  in 
Cincinnati,  creditors  of  the  merged 
Federated  and  Allied  retail  subsidiar- 
ies would  swap  $8.2  billion  in  debt  for 
the  following:  $850  million  in  cash, 
$2.8  billion  in  new  debt,  and  92 
million  shares  of  new  stock  worth  a 
projected  $2.3  billion. 

The  plan  involves  forgiving  some 
$2.2  billion  in  debt.  The  tax  bite  on 
that  "income"  would  normally  run 
about  $700  million.  Federated  hopes 
to  avoid  the  tax  by  issuing  enough 
new  stock  to  satisfy  irs  guidelines. 
Thus,  if  everything  goes  according  to 
plan,  there  will  be  no' income,  just  a 
swap  of  debt  for  stock. 

Next,  some  fancy  footwork  neither 
Federated  nor  Jones,  Day  cares  to  talk 
about  in  detail:  how  to  slip  through  a 
loophole  in  the  1986  Tax  Reform  Act 
to  preserve  the  tax-loss  carryforward. 
That  law  limits  the  use  of  net  operat- 
ing losses  to  about  7%  per  year  of  the 


value  of  the  company.  But  bankrupt 
companies  that  distribute  most  of 
their  new  stock  to  trade  and  other 
original  creditors  get  to  use  their  net 
operating  losses  outside  the  7%  rule, 
although  subject  to  some  other  re- 
strictions. Right  now  Federated  can 
♦opt  for  either  choice. 

Neat,  no?  Well,  almost.  Unfortu- 
nately, some  creditors  are  already 
grousing.  The  banks  want  more  cash 
in  the  settlement  package.  Junk  bond 
holders  with  varying  claims  resent 
being  lumped  together.  Lawrence 
Handelsman,  an  attorney  represent- 
ing Federated  bondholders  with  $1 .2 
billion  in  claims,  complains  that  the 
company  rushed  its  plan  out  without 
the  blessing  of  creditors. 

Complaints  aside,  there's  one  ma- 
jor plus  to  Federated's  plan:  It  skirts  a 
problem  that's  been  looming  over  the 
company  since  1988,  when  Campeau 
Corp.  bought  Federated. 

Back  then,  Campeau  wanted  to 
bust  up  Federated.  So  it  paid  itself  a 
whopping  dividend:  the  stock  of 
Ralph's,  Federated's  California  super- 
market chain,  worth  some  $1.3  bil- 
lion, now  held  by  a  new  Campeau 
subsidiary.  That  $1.3  billion  gain 
goosed  Campeau's  balance  sheet,  of 
course.  For  highly  technical  reasons, 
it  also  made  Ralph's  more  salable. 
Until  such  sale,  there  would  be  no  tax 
due,  since  Ralph's  stock  stayed  in  the 
consolidated  Campeau  group. 

A  clumsily  handled  reorganization 
could  trigger  $617  million  in  taxable 
income  for  Ralph's,  and  Federated 
wouldn't  be  able  to  use  its  net  operat 
ing  loss  to  offset  it.  It  would  have  to 
pay  in  cash.  Cash  it  doesn't  have. 

So  Jones,  Day  came  up  with  a 
gimmicky  plan:  To  avoid  triggering 
the  gain  on  Ralph's,  the  Federated 
and  Allied  store  divisions  would  be 
severed  from  the  holding  compam 
before  new  stock  was  distributed  to 
creditors.  Even  if  the  stock  distribu 
tion  triggered  the  gain,  the  operating 
loss  might  be  able  to  shelter  it.  At 
best,  the  gain  isn't  triggered.  Federal 
ed  will  be  seeking  a  private  letter 
ruling  from  the  irs  on  its  two  step 

Complicated'  That's  putting  it 
mildly.  But  our  tortuous  revenue 
code  does  create  work  for  lawyers, 
more  even'  year.  In  bad  times  like 
these  the  poor  chaps  need  .ill  the 
breaks  they  can  get.  BSS1 
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Who  just  fit 
Mainframe  Power 
in  a  pizza  box? 
Data  General  presents 

the  AViiON  7000 
and  8000  systems. 
(Ready  for 
delivery  today!) 


We've 

just  sliced 

mainframe 

power 

down  to  size. 

Data  General's  AViiON  7000  and  8000  systems 

have  117  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 

That's  right.  The  brains  of  these  next-generation  Open  Systems 

occupy  the  same  space  as  your  basic  large  pie.  Thanks  to  our  new 

disk  array  technology,  you  can  get  an  amazing  18  gigabytes  of  storage 

on  fault  tolerant  disks.  Best  of  all,  this  mainframe  power  is  yours 

for  a  price  starting  at  less  than  $100,000- 

and  it's  available  right  now!  And  we  don't  scrimp  on  software. 

These  binary  compatible  UNIX-based  systems 

support  all  the  leading  databases, 

business  applications  and  communications  software. 

Through  advanced  symmetric  multiprocessing, 

AViiON  offers  large  scale  commercial  system 

performance  that  used  to  take  up  a  whole  room. 

With  both  our  AViiON  Open  Systems  or  our 

ECLIPSE  Family,  Data  General's  22  years  of  mastering 

technology  has  been  making  life  easier  for  a  lot  of  people. 

Now  it's  your  turn.  For  more  information  call 
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Life  just  got  a  whole  lot  easier! 


Julien  Hohenberg  was  the  Donald  Trump  of  Memphis. 
Some  big  banks  wish  they  had  never  heard  of  the  man. 

Memphis  blues 


By  Rita  Koselka 

Only  a  pew  years  ago  Memphis- based 
Julien  Co.  was  flying  high  as  one  of 
the  country's  biggest  cotton  mer- 
chants. Awed  locals  referred  to  Julien 
as  "the  force." 

Buying  and  selling  over  2  million 
bales  a  year  (worth  some  $660  mil- 
lion), the  company  earned  nearly  $10 
million  at  its  peak,  in  1988 — really  big 
money  in  Memphis.  Reinforcing  the 
go-go  image  was  an  extravagant  cor- 
porate lifestyle  that  clashed  sharply 
with  the  dusty  unkempt  storefronts 
making  up  much  of  the  Memphis 
cotton  establishment:  a  corporate 
plane  and  $50,000-a-month  offices 
complete  with  a  Persian  rug,  sculp- 
tures and  portraits  of  owner  Julien 
Hohenberg  and  family  by  celebrated 
photographer  Francesco  Scavullo. 
Hohenberg  issued  newsletters  that 
roasted  competitors  and  the  press — 
and  made  self-serving  pronounce- 
ments about  the  cotton  market. 

But  that  was  then.  Today  the  com- 
pany is  bankrupt,  with  $500  million  in 
debt.  The  plane,  rug  and  most  of  the 
art  have  been  sold.  Hohenberg,  64, 
now  in  personal  bankruptcy,  has  been 
thrown  out — while  lawyers  and  credi- 
tors dig  at  each  other  like  boll  weevils 
feasting  on  a  cotton  crop. 

A  federal  bankruptcy  trustee  has  all 
but  given  up  trying  to  locate  the 
collateral  backing  some  $250  million 
of  Julien's  loans.  A  host  of  southern 
banks  still  suffer  from  bad  loans  to 
farmers,  shippers  and  warehouses. 
And  the  $5  billion  or  so  U.S.  cotton 
market  is  only  now  recovering  from 
the  impact  of  Julien's  collapse. 

What  went  wrong?  It's  a  distress- 
ingly familiar  tale.  Wowed  by  Hohen- 
berg's  self-confidence  and  apparent 
success,  people  with  money  to  lend 
suspended  their  normal  caution.  Ev- 
erybody wanted  a  piece  of  Hohen- 
berg. He  was  to  Memphis  what  Don- 
ald Trump  was  to  Manhattan. 

As    it    turned    out,    Hohenberg's 


books  were  sloppily  kept  and  New 
York's  Bankers  Trust — Julien's  big- 
gest lender — got  careless,  according 
to  the  trustee.  Moreover,  Hohen- 
berg's trading  and  accounting  tech- 
niques were  consistent  with  his  ag- 
gressive public  image. 

What  happened  to  Julien  also  parts 
the  curtain  a  bit  on  the  clubby  world 
of  Memphis  cotton  trading,  an  ar- 
cane, secretive  market  where  who  you 
know  still  matters  nearly  as  much  as 
what  you're  willing  to  pay. 

Hohenberg  was  a  third-generation 
cotton  merchant,  but  a  maverick.  In  a 
business  where  ostentation  is  out  and 
politically  conservative  views  are  in, 
Hohenberg  flaunted  the  Northeast- 
liberal  views  he  had  pardy  picked  up  at 
Yale  and  Tufts  and  his  flamboyant 
personal  tastes,  which  included  a 
huge  J-shaped  glass  conference  table. 
In  1975,  he  sold  his  family  firm  to 
Cargill,  the  large  private  commodities 
conglomerate,  for  a  reported  $100 
million,  and  went  to  work  for  the 
company.  Three  months  after  retiring 
from  Cargill  in  June  1985,  he  started 
the  Julien  Co. 

Within  three  years  he  had  built 
Julien  from  nothing  to  a  volume  of  2 
million  bales  a  year.  All  of  that  came 
out  of  the  other  merchants'  hides.  To 
get  business,  Hohenberg  often  un- 
dercut competitors'  prices  to  textile 
mills — some  say  by  as  much  as  10%. 

"After  the  first  year,  when  he  did 
undercut  prices,  Julien's  bids  were  in 
the  middle  or  high  range.  But  all  the 
other  merchants  thought  he  would 
undercut  [again]  so  they  put  in  lower 
bids.  It  was  sure  good  for  the  textile 
industry,"  says  Ted  Goolesby,  vice 
president  of  cotton  purchasing  for 
West  Point- Pepperell  Co. 

As  Julien  rode  high — at  one  point 
controlling  about  13%  of  the  U.S. 
market — Bankers  Trust  was  salivat- 
ing. It  was  already  a  small  lender  to 
Julien  and  eager  to  sell  other  banks 


pieces  of  larger  loans.  It  even  agreed 
to  Julien's  demands  that  it  appoint  an 
independent  agent  rather  than  a  bank 
official  to  keep  track  of  the  cotton 
warehouse  receipts  backing  the  loans. 
Julien  jumped  at  the  offer. 

Incredibly,  Hohenberg  hadn't  put 
in  much  of  his  own  money,  initially 
around  $125,000.  But  Bankers  Trust 
grew  restive,  and  Hohenberg  had  to 
increase  his  capital  base  to  $38  mil- 
lion. To  raise  the  money,  he  bor- 
rowed $15  million  from  a  $23  million 
trust  for  his  children.  Hohenberg  also 
personally  guaranteed  an  $1 1  million 
loan,  but  disputes  that  it  was  to  be 
used  to  increase  capital.  'It  was  just  to 
make  the  bank  more  comfortable," 
he  says. 

In  the  fall  of  1989  Hohenberg 
made  a  serious  blunder.  I  Ic  was  sure 
the  cotton  crop  would  not  come  in  as 
large  as  the  U.S.  Department  of  Agri 
culture  had  predicted.  Figuring  prices 
would  rise,  lie  took  a  large  long  posi 
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tion  in  cotton — both  in  the  futures 
market  and  cotton  itself.  He  also 
started  gobbling  up  cotton  equities. 
These  are  rights  to  a  farmer's  cotton 
crop  for  which  a  buyer  agrees  to  pay 
off  the  farmer's  government  crop 
loans.  The  buyer  also  pays  a  premium 
to  the  farmer,  and  hopes  to  profit  by  a 
rise  in  the  cotton  price.  Hohenberg 
insists  he  adequately  hedged. 

But  Bankers  Trust  was  getting  even 
more  nervous.  Its  total  loans  to  Ju- 
lien,  including  those  of  agent  banks, 
had  mushroomed  to  $350  million. 
The  bank  urged  Hohenberg  to  sell 
some  assets  and  put  more  of  his  own 
money  into  the  firm. 

So  Hohenberg  sold  several  million 
dollars  in  inventory.  But  the  futures 
market  went  south,  dropping  to  65 
cents  a  pound  in  December  from  77 
cents  in  September.  Hohenberg 
needed  more  money  to  meet  margin 
and  collateral  calls. 

Bankers  Trust  called  Hohenberg  to 


Julien  Hohenberg 
in  his  Memphis 
apartment 
Behind  him  is  a 
door  leading 
to  his 

former  office. 
The  door  is 
locked  from 
the  other  side. 
Hohenberg 
hasn't  paid 
the  rent. 


■    |     i'lf™ 

L  I  til 

In 

Trustee  Jack  Marlow 
Desperately 
seeking  cotton. 


New  York  for  meetings.  "I  handled  it 
the  same  way  I  handled  my  wives," 
says  Hohenberg,  currently  estranged 
from  number  two.  "I  just  say  all  right, 
whatever  you  say."  But  Bankers 
Trust — like  Hohenberg's  wives — 
had  run  out  of  patience. 

No  more  loans.  By  late  December 
of  that  year,  Hohenberg  became  in- 
creasingly unavailable  to  his  bankers, 
though  he  says  he  was  merely  ill. 
Bankers  Trust  stopped  all  checks  and 
refused  to  let  company  employees 
ship  cotton — even  for  sale  prices 
above  the  market. 

Farmers  like  L.C.  Mabus  of  Missis- 
sippi got  caught  in  the  middle.  Mabus 
had  shipped  his  entire  cotton  crop  to 
Julien,  but  he  had  to  sue  Bankers 
Trust  to  get  his  money.  Bankers  Trust 
wouldn't  even  release  the  funds  for  a 
Julien  employee  to  pay  a  $16,000 
travel  bill  run  up  on  a  cotton -selling 
trip.  The  company  couldn't  pay  some 
of  its  rent,  electricity  or  telephone 
bills.  On  Jan.  10, 1990  Bankers  Trust 
pushed  the  company  into  involuntary 
bankruptcy.  Jack  Marlow,  a  Memphis 
lawyer,  was  appointed  trustee. 

What  did  Marlow  find?  A  mess,  he 
says.  The  company's  records  were 
hopelessly  disorganized  or  missing  al- 
together. Many  of  the  all-important 
warehouse  receipts  couldn't  be 
found.  And  the  market  was  in  chaos: 
Shippers  wouldn't  ship  Julien  cotton 
until  they  were  paid;  warehouses 
wouldn't  release  it  until  they  were 
paid;  customers,  largely  textile  mills  in 
the  Southeast,  were  clamoring  for 
their  cotton — and  insisting  to  the 
courts  that  they  not  be  penalized  if 
they  had  to  replace  their  orders  with 
higher-priced  cotton. 

As  Marlow  reconstructs  it,  Hohen- 
berg was  able  to  inflate  his  borrowing 
with  his  own  brand  of  fast-and-loose 
accounting.  Different  accounts  such 
as  inventory  and  receivables  each  car- 
ried their  own  credit  lines.  It  appears 
to  Marlow  that  Hohenberg  moved 
his  cotton  from  account  to  account — 
borrowing  to  the  limit  in  each  but  not 
paying  it  down  after  the  cotton  had 
been  moved. 

Some  of  the  company's  equity  cot- 
ton investments  expired,  as  the  banks 
were  unwilling  to  pay  off  the  govern- 
ment loans  to  retrieve  the  cotton.  As 
things  turned  out,  Marlow  has  been 
able  to  come  up  with  only  $250  mil- 
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Julien  Co. 

lion  of  the  collateral  needed  to  pay 
back  creditors,  who  claim  a  total  of 
$500  million. 

Cotton  prices  did  start  rising  in 
January  1990 — partly  spurred  by 
buyers'  concerns  over  the  where- 
abouts and  delivery  of  Julien  cotton. 
But  it  was  too  late  to  be  of  any  help  to 
Hohenberg.  The  textile  mills  blame 
Marlow  for  millions  of  dollars  in 
losses  for  refusing  to  honor  their  low- 
priced  contracts,  thus  forcing  them  to 
buy  at  the  higher  prices. 

The  Commodity  Credit  Corp.  is 
another  one  of  Julien's  creditors  to 
have  gotten  burned.  It  was  owed  the 
money  it  had  lent  to  cotton  farmers 
who  sold  their  cotton  equities  to  Ju- 
lien. The  bankruptcy  caused  so  much 
havoc  that  the  U.S.  Department  of 
Agriculture  has  proposed  changes  in 
the  cotton  loan  support  program  that 
would  make  the  trading  of  cotton 
equities  more  difficult  for  cotton  mer- 
chants such  as  Julien. 

Hohenberg  denies  any  wrongdo- 
ing and  puts  the  blame  on  Bankers 
Trust.  He  blames,  in  fact,  everybody 
but  himself. 

Trustee  Marlow  disagrees.  He  is 
trying  to  have  the  courts  hold  Hohen- 
berg personally  responsible  for  Ju- 
lien's debts.  Among  other  things,  he 
alleges  in  court  papers  that  just  prior 
to  the  bankruptcy,  Hohenberg 
moved  millions — including  $11  mil- 
lion in  undistributed  profits — out  of 
the  company  and  into  other  family 
companies  and  accounts.  Hohen- 
berg's  four  children  from  his  first 
marriage  have  sued  their  father  and 
Bankers  Trust  for  confiscating  the 
remaining  $8  million  of  their  $23 
million  trust  fund;  they  contend  only 
about  $15  million  was  pledged  as 
collateral  on  Julien  Co.  loans. 

While  nobody  comes  out  smelling 
very  good  in  all  this,  the  net  winners 
seem  to  be  the  other  big  cotton  mer- 
chants, like  number  one  Dunavant 
Enterprises.  Competitors  have  re- 
gained market  share,  seen  their  mar- 
gins fatten  and  have  rid  themselves  of 
an  irritating  member  of  the  club. 

Meanwhile  Bankers  Trust  has  se- 
verely cut  its  commodity  lending.  But 
it  and  the  other  banks  involved  have 
certainly  relearned  for  the  umpteent  i 
time  that,  in  making  loans,  glitz  and 
glitter  are  no  substitute  for  solid  col- 
lateral and  good  character.  Mi 
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Xerox's  copier  business  posted  a  nice  profit  gain 
last  year.  Unfortunately,  the  momentum  of  its 
comeback  has  been  slowed  by  the  recession. 

Xerox  on 
the  move 


By  James  R.  Norman 

As  David  T.  Kearns  retires  as  chair- 
man of  Stamford,  Conn. -based  Xerox 
Corp.  to  become  number  two  at  the 
U.S.  Department  of  Education,  he 
leaves  behind  a  refocused  company 
with  a  promising  array  of  new  prod- 
ucts. Together  with  his  successor, 
Chief  Executive  Officer  Paul  Allaire, 
Kearns  has  thoroughly  revamped  the 
$18  billion  (1990  sales)  technology 
and  financial  services  company. 

Overall,  the  $80  billion  document 
processing  market  is  becalmed.  Cus- 
tomers are  putting  off  buying  deci- 
sions. Even  the  equipment  leasing 
business  is  flat  versus  last  year. 

Under  the  circumstances,  Xerox  is 
doing  well.  This  year  it  hopes  to 
match  the  $599  million  it  earned  last 
year  on  its  $13.6  billion  document 
processing  business.  Over  the  past  five 
years  Xerox  has  nearly  doubled  its 
return  on  assets  in  documents  pro- 
cessing to  a  highly  satisfactory  15%, 
and  last  year  it  generated  $1  billion  in 
surplus  cash. 

But  that's  only  a  foretaste  of  the 
gains  that  could  be  in  store  for  Xerox 
when  the  economy  picks  up. 

Some  of  the  improvement  came 
from  reducing  Xerox's  problem- 
plagued  $3  billion  investment  in  fi- 
nancial services,  which  had  severely 
depressed  Xerox  stock;  as  recently  as 
last  year  it  sold  at  a  big  discount  from 
book  value  and  yielded  10%.  Even 
today  Xerox's  stock  price  (recently 
54)  reflects  some  of  this  disfavor,  with 
the  stock  selling  at  just  two-thirds  the 
market  multiple  and  yielding  5.6%. 

Xerox  has  had  to  absorb  a  large 
amount  of  pain  in  scaling  back  its 
financial    services    operation.    There 


was  a  pretax  writeoff  of  $433  million 
last  year,  including  a  writedown  on 
Xerox's  25%  stake  in  failed  Chicago 
real  estate  syndicator  VMS  Partners. 
There  could  be  yet  more  pain:  VMS 
investors  are  suing  Xerox  for  an 
amount  that  could  wipe  out  the  $190 
million  of  VMS  loans  Xerox  still  carries. 

Xerox  has  sold  or  withdrawn  from 
unprofitable  parts  of  its  Crum  &  For- 
ster  property/casualty  insurance  op- 
eration. And  it  has  put  its  $3  billion  of 
marginally  profitable  leveraged  leases 
and  junk  loans — including  $56  mil- 
lion in  aircraft  deals  to  now  bankrupt 
Eastern  and  Continental  airlines — 
into  "discontinued  operations"  to  be 
either  sold  or  worked  off. 

Xerox  bought  Crum  &  Eorster  in 
1983  to  balance  Xerox's  then  sagging 
copier  profits  with  something  less  vul- 
nerable to  Japanese  competition  and 
foreign  currency  swings.  It  worked  in 
a  way:  Financial  services  generated 
40%  of  the  company's  profits  in  1987. 
But  Xerox  had  bought  Crum  &  For- 
ster,  and  the  brokerage  firm  of  Fur- 
man  Sclz  in  1987,  at  the  top  of  their 
markets,  financial  services'  contribu- 
tion to  profits  has  dropped  Steadily 
since  the  1987  peak.  Last  year  the 
slimmed  down  financial  services  unit 
earned  just  $6  million. 

Allaire  insists  the  bleeding  is  now 
cauterized.  The  remaining  financial 
businesses,  with  $4.4  billion  in  rcve 
nues  and  $14  billion  in  assets,  can  get 
by  without  more  cash  from  parent 
Xerox,  he  says.  The  big  writeoffs  arc 
over.  "We  were  conservative.  We 
didn't  want  continued  bail  news" 

So  much  for  damage  control.  Al- 
laire's real  challenge  is  to  get  Xerox 
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Departing  David 
Kearns (above) 
and  Paul  Allaire 
Focusing  again 
on  the  copier 
business  and 
giving  their 
competitors  fits. 


back  to  the  double-digit  growth  days 
of  the  1970s.  He  has  an  impressive 
array  of  products.  He  is  betting  on 
digital  imaging,  a  process  that  re- 
places the  traditional  light-lens  tech- 
nology with  a  fast,  high-resolution 
electronic  scanner  and  a  high-speed 
laser  printer. 

Last  year  Xerox  rolled  out  its  entry 
in  this  category  with  DocuTech,  a 
multifunction  machine  that  costs 
$220,000.  This  year  it  will  field  soft- 
ware to  tie  the  machines  to  existing 
computer  networks  where  the  docu- 
ments originate — an  area  even  IBM 
hasn't  mastered. 

Xerox  already  has  products  com- 
peting in  about  40%  of  what  has 
become  an  $80  billion  market  for 
copying,  printing,  faxing,  scanning 
and  storing  documents.  With  the  leap 
from  light- lens  to  digital  imaging,  it 
hopes  to  be  in  about  60%  of  what 


could  become  a  $100  billion  docu- 
ment market,  Allaire  says.  That  in- 
cludes short-run  offset  press  work. 
Already  in  the  works  is  a  joint  venture 
with  a  major  printing  company  to  do 
just  that. 

In  the  current  depressed  market, 
DocuTech  is  a  tough  sell.  Allaire  ad- 
mits orders  are  running  behind  plan, 
but  he  blames  the  economy.  Kodak, 
which  also  has  a  high -end  digital  copi- 
er, appears  to  be  losing  market  share 
and  barely  breaking  even,  analysts  say. 

Though  only  a  small  fraction  of 
Xerox's  total  sales  now,  digital  sys- 
tems will  become  the  company's  life- 
blood  within  ten  years,  says  Allaire. 
New  high-speed  color  copiers  due 
out  this  year — Xerox's  first  new  color 
product  in  five  years — will  also  be 
digital. 

As  always,  the  main  threat  is  from 
Japan.  Having  gained  the  lion's  share 


of  the  market  for  low-volume  copiers, 
the  Japanese  are  now  targeting  the 
high-margin,  high-volume  end  of  the 
market  that  is  Xerox's  bread  and  but- 
ter. The  toughest  competitor,  Canon, 
is  also  pushing  digital  imaging.  Xerox 
has  an  advantage  here:  The  Japanese 
lag  in  the  software  to  manage  massive 
data  flows  and  the  direct  sales  and 
service  forces  needed  to  deal  with 
large  corporate  customers. 

That's  where  Xerox  excels.  Last 
year  it  introduced  a  three-year  war- 
ranty with  a  "total  satisfaction"  plan 
to  replace  any  machine  for  free — no 
questions  asked.  That  guarantee  "is  a 
very  powerful  marketing  tool,"  says  a 
Xerox  competitor.  "It  has  given  us 
fits."  Only  a  handful  of  machines  have 
come  back. 

Now,  if  the  economy  would  only 
pick  up  while  Xerox  has  the  momen- 
tum it  so  painfully  reacquired.        H 
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In  the  guise  of  protecting  fools  from  knaves, 

the  federal  government  has  turned  what  was  once 

our  leading  industry  into  a  basket  case. 

Blood  for  oil 


BY  THOMAS  SOWELL 

- 

S  ?  -"  E  z 

lit 

Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


With  all  the  American  automobile 
manufacturers  operating  deep  in  the 
red — running  up  losses  totaling  $4.7 
billion  in  just  six  months — it  is  hard  to 
remember  that  the  automobile  indus- 
try was  once  the  showcase  of  Ameri- 
can capitalism,  the  pioneer  and  sym- 
bol of  mass  production,  turning  what 
was  once  a  luxury  product  for  the  rich 
into  a  vehicle  that  revolutionized  the 
lives  of  the  masses.  How  did  the 
automobile  industry  go  from  being  a 
showcase  to  being  a  basket  case? 

No  doubt  many  factors  have  been 
involved,  but  it  is  no  coincidence 
that  the  era  of  its  decline  has  been 
the  era  of  its  politicization.  Those 
who  ha.e  politicized  the  automobile 
have  ranged  from  Ralph  Nader  to 
Lee  Iacocca,  and  have  included  pro- 
tectionists, environmental  extremists 
and  those  who  simply  believe  that 
the  government  is  best  which  gov- 
erns most. 

Perhaps  the  decisive  event  in  the 
politicization  of  the  automobile  was 
the  1965  book  Unsafe  at  Any  Speed 
by  Ralph  Nader.  Its  theme  was  that 
safety  was  being  subordinated  to  cor- 
porate greed,  which  in  turn  led  to  the 
familiar  political  conclusion  that  gov 
ernment  intervention  was  needed  to 
save  the  fools  from  the  knaves.  In 
reality,  the  pre-Nader  era  of  "corpo- 
rate greed"  saw  automobile  fatality 


rates  per  passenger-mile  cut  in  half 
between  1926  and  1947,  despite  in- 
creasing speeds,  and  by  1956  the 
fatality  rate  was  only  one -third  of 
what  it  had  been  in  1926.  This  dra- 
matic improvement  in  auto  safety, 
before  either  Nader  or  the  National 
Highway  Transportation  Administra- 
tion appeared  on  the  scene,  has  been 
completely  ignored. 

Another  major  contribution  to  the 
politicization  of  the  automobile  came 
in  the  early  1970s,  when  the  opec 
cartel  drove  up  the  price  of  petro- 
leum. From  this  crisis  came  congres- 
sional legislation  mandating  that  cars 
achieve  more  miles  per  gallon.  Again, 
there  has  been  no  looking  back  at 
what  the  marketplace  had  achieved 
before  political  intervention  compli- 
cated the  situation.  When  the  legislat- 
ed requirement  of  18  miles  per  gallon 
went  into  effect  in  1978,  market  pres- 
sures driven  by  rising  gasoline  prices 
had  already  achieved  an  average  of 
almost  20  miles  per  gallon. 

The  continuing  politicization  of 
the  automobile  has  led  to  continuing 
design  changes  to  meet  congressional 
demands  for  higher  gasoline  mileage 
and/or  "safety"  features — even 
though  the  two  demands  are  in  con- 
flict. The  principal  means  of  getting 
more  miles  per  gallon  has  been  to 
reduce  the  weight  of  the  automobile, 
and  the  principal  effect  of  building 
lighter  cars  has  been  to  increase  the 
risk  of  injury  and  death  in  the  event  of 
an  accident.  A  1989  study  by  scholars 
at  the  Brookings  Institution  and  the 
Harvard  School  of  Public  Health 
showed  that  the  average  weight  of 
American  automobiles  had  been  re- 
duced by  23%  since  1974.  The  same- 
study  estimated  that  this  translated 
into  upwards  of  2,000  additional 
deaths  in  auto  accidents  over  the  life- 
time of  each  model  year's  fleet  of 
automobiles.  That's  really  trading 
blood  for  oil. 


As  more  and  more  decisions  about 
how  to  manufacture  an  automobile 
have  been  taken  out  of  the  market- 
place and  put  into  the  political  arena, 
political  criteria  of  appearances  have 
replaced  economic  criteria  of  realities. 
Thus,  for  example,  an  era  of  hysterical 
*■  demands  for  higher  gasoline  mileage 
has  coincided  with  an  era  of  large 
increases  in  the  world's  known  petro- 
leum reserves.  Blanket  and  costly  re- 
quirements to  reduce  automobile 
emissions  have  been  imposed  on  all 
cars,  even  though  just  1 0%  of  these  cars 
produce  roughly  half  of  all  the  emis- 
sions. As  the  price  of  automobiles  has 
been  driven  up  by  changes  demanded 
by  politicians,  rather  than  consumers, 
people  have  waited  longer  to  replace 
their  old  cars,  adding  to  safety  prob- 
lems, emission  problems  and  the  eco- 
nomic problems  of  the  industry. 

As  of  1989  there  were  more  1978 
cars  on  the  road  than  1989  cars.  But  in 
1978  there  was  no  model  year  before 
1972  with  as  many  cars  on  the  road  as 
those  manufactured  in  the  1978 
model  year. 

Moreover,  the  political  pressures 
toward  lighter  cars  gave  an  advantage 
to  those  who  had  been  producing 
lighter  cars  all  along — notably  the 
Japanese.  Even  though  the  U.S.  now 
has  more  motor  vehicles  than  ever  on 
the  road,  both  absolutely  and  relative 
to  the  population,  production  is  be- 
low what  it  was  in  the  mid-1970s.  In 
addition,  a  higher  percentage  of  the 
cars  sold  today  are  imported,  and  a 
growing  proportion  of  the  cars  pro- 
duced in  the  U.S.  are  produced  by 
foreign  manufacturers  who  have  set 
up  factories  here. 

The  political  answer  to  a  politically 
created  problem  is  almost  never  to 
stop  doing  what  is  causing  the  trou 
ble,  but  instead  to  create  yet  another 
political  intervention.  The  govern- 
ment bailout  of  the  Chrysler  Corp.  in 
1978  was  typical  of  such  political 
"solutions."  So  were  the  "voluntary" 
restrictions  of  Japanese  automobile 
exports  to  the  U.S.  that  cost  American 
consumers  billions  of  dollars.  Hut 
there  will  be  no  end  in  sight  to  the 
troubles  of  the  American  automobile 
industry  until  the  politicians  aiul  the 
public  begin  to  understand  that  you 
cannot  just  continue  to  load  ever 
more  requirements  on  anv  produci 
without  regard  to  the  costs  H 
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Which  side  are  you  on: 
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In  every  business  relationship,  people  start  out  on  the  same  side. 
Seems  like  only  a  matter  of  time  before  they  end  up  on  opposite  ones. 

Take  pensions.  Where  many  providers  lure  customers  with 
promises  of  an  open  door.  But  quickly  close  it  once  they  make  the  sale. 
At  the  CIGNA  companies,  our  job  is  to  make  your  job  easier.  We  not 

only  have  everything  you 
need  to  operate  a  401(k) 
or  retirement  plan.  We 
simplify  the  entire  process. 

With  services  like 
discrimination  testing 
and  loan  administration 
software. 

With  a  commitment 
not  only  to  the  latest 
technology.  But  to  human 
contact. 

Which  is  why  we  have 
the  largest  network  of 
sales  and  service 
specialists  in  the  country. 

People  who  concentrate 
solely  on  retirement 
plans.  So  they're  able  to  meet  virtually  any  information  need  quickly 
and  accurately.  It  all  adds  up  to  a  way  of  doing  business  that  has  kept 
our  client  and  asset  retention  rates  consistently  over  93%. 

Don't  let  unresponsive  service  come  between  you  and  your  provider. 
Write  Group  Pensions,  Dept.  RJ,  1600  Arch  St.,  Phila.,  PA  19103. 

And  discover  the  difference  between  a  company  that  starts  out  on 
your  side.  And  one  that  has  what  it  takes  to  stay  there. 


We  get  paid  for  results? 


CIGNA 
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His  BMW.  Her  BMW.  Our  definition  of  quality  time. 

It's  a  romance  based  on  idyllic  relationships: 
The  BMW  K75RT  and  the  BMW  K75S.  Free  riding 
school*  And  the  values  of  the  only  motorcycle 
company  to  inspire  100,000-Mile,  200,000-Mile 
and  300,000-Mile  Clubs. 

Considering  that  the  earth's  circumference  at  the 
equator  is  a  mere  24,901  miles,  the  world,  indeed, 
could  be  yours.  A  point  recognized  by  Motorcyclist 
magazine  when  it  declared  the  K75RTto  be  the  Best 
Middleweight  Tourer. 

Unlike  all  the  gargantuan  tourers  on  two  wheels, 
its  light  weight  and  low  center  of  gravity  help  flick  it 
through  corners.  A  sleek  windshield  and  full  fairing 
befriend  the  elements.  And  like  the  K75S,  it  gobbles 
up  interstates  with  a  liquid-cooled,  longitudinal,  inline, 
3-cylinder,  740cc  engine. 

Moreover,  BMW's  exclusive  antilock  braking 
system  is  optional  on  both  the  K75RT  and  K75S. 
Even  in  a  panic  situation,  ABS  can  help  both  the 
novice  and  the  enthusiast  stop  safely  and  securely. 


ABS  sensors  warn  the  electronic  control  unit 
(ECU)  of  impending  wheel  lock-up. 


Brake  pressure  is  then 

modulated  separately  at 

each  wheel  up  to  seven 

times  per  second  for 

precise,  controlled 

stopping. 


Poise  and  uncanny  smoothness  are  also  deep  in 
the  engineering  genes  of  the  K75S,  a  particularly 
user-friendly  machine  with  a  sport  fairing,  sport 
suspension  and  touring  ambitions. 

Note,  too,  that  tasteful,  durable  luggage  is  optional 
for  both  machines. 

Which  allows  ample  room  to  pack  our  3-year, 
unlimited-mileage,  limited  warranty**  and  the  BMW 
Roadside  Assistance  Plan.*** 

So  follow  your  instincts  and  call  1-800-345-4BMW 
to  find  your  nearest  authorized  BMW  motorcycle 
dealer.  The  first  travel  agent  who  will  help  you  get  lost, 
and  found  again.  Just  remember 
to  send  us  a  postcard. 

WORTH  THE  OBSESSION. 

&  1991  BMW  of  North  America  Inc  The  BMV.  trademark  ana  logo  areregistered  *Seeyouro3f!icipatingBMWdealerfordetails  "Seeyourauthorijed 
BMW  fleafe'  for  details  about  the  limited  warranty  **  *  Fry  complete  details,  see  you'  Motof  Club  Benefits  Guide  Some  benefits  not  available  m  all  states 
Services  provided  by  Cross  Country  Molor  Club.  Inc  Boston.  MA  02155.  except  m  Cabforna  where  services  are  provided  By  Cross  Country  Motor  Club  of 
California,  Inc  Boston  MA  02155  Available  on  all  1989  o<  later  BMW  motorcycles 
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Twist  and  Shoot. 


t 


he  engineers  at  Hitachi 


have  just  come  up  with  a 


remarkable  new  twist  in  video 


technology.  It's  called  the  Twist 
and  Shoot  and  it's  the  only 
camcorder  that  twists  open  for 
instant  shooting. 

Closed,  its  super-thin,  25A" 
profile  makes  it  the  world's  thin- 


nest video  camcorder.  It'll  fit  eas- 


ily into  a  purse  or  a  coat  pocket. 

Open,  it's  fully  automatic. 
Revolutionary  twin  beam  auto 
focus  produces  a  precise,  clear, 
stable  picture.  At  the  same  time, 
shutter  speed,  lens  opening  and 
white  balance  are  adjusted  auto- 
matically for  the  best  possible 


exposure. 


In  addition  to  all  its  conve- 


nience, the  Twist  and  Shoot  pro- 
duces sharp,  true-to-life  pictures 
every  time. 

To  appreciate  this  revolu- 
tionary new  kind  of  camcorder, 
call  1-800-HITACHI  for  your 


nearest  dealer. Then  shoot  on 


down  and  twist  one  for  yourself. 

0  HITACHI 
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UP  &  COMERS 


John  Swendrowski  was  a  low-paid  high  school  English 
teacher.  Then  he  learned  about  cranberries. 

The  big  money 
in  bitter  berries 


By  Richard  Phalon 

If  small-town  parochial  schools  paid 
better,  John  Swendrowski  might  still 
be  teaching  English  and  coaching 
football  at  Assumption  High  in  Wis- 
consin Rapids,  Wis.  But  there  was  that 
gnawing  need  to  supplement  the  pay- 
check with  outside  work,  so  Swen- 
drowski drew  on  the  maxim  made 
legend  by  that  patron  saint  of  all 
Wisconsin  football  coaches,  Vince 
Lombardi.  Swendrowski  ran  to  day- 


light. And  scored.  With  a  salary  of 
$290,000  a  year,  Swendrowski,  now 
43,  has  pulled  himself  out  of  the  ruck 
of  Wisconsin  Rapids'  lowest  paid. 

For  Swendrowski,  the  daylight  was 
cranberries.  He  is  founder,  major 
shareholder  (37%  of  voting  power) 
and  president  of  Northland  Cranber- 
ries, Inc.,  the  U.S.'  biggest  publicly 
owned  cranberry  grower.  In  the  four 
years  since  he  put  Northland  together 


out  of  a  group  of  limited  partnerships, 
its  sales  have  grown  from  around  $4.6 
million  to  over  $11  million,  while 
pretax  profits  have  expanded  from 
$185,000  to  $1.5  million  in  the 
company's  1991  fiscal  year  (ended 
Mar.  31) — this  despite  bad  weather 
that  cut  into  the  berry  crop  last  year. 

Swendrowski  is  an  unflappable  bear 
of  a  man  whose  own  promise  as  a 
defensive  tackle  ended  with  a  torn 
knee  in  his  freshman  year  at  the  Uni- 
versity of  Wisconsin.  He  is  as  self- 
effacing  as  he  has  been  successful.  "I 
don't  know  anything  about  cranber- 
ries," he  says,  "but  I'm  lucky  enough 
to  be  surrounded  by  people  who  do." 

In  fact,  Swendrowski  has  done 
something  quite  remarkable.  He  has 
taken  a  rather  mature  agribusiness 
and  turned  it  into  a  growth  machine 
with  imaginative  financing  and  ag- 
gressive acquisitions. 

Swendrowski  got  into  cranberries 
after  moonlighting  as  part-owner  of  a 
truck  leasing  business — an  equity  fi- 
nanced, he  chuckles,  by  "borrowing  a 


Cranberries  being  processed  at  Northland  Cranberries,  Inc. 
Sunny  days  at  the  nation's  biggest  publicly  held  grower. 
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Northland 
Cranberries' 
John  Swendrowski 
"You  have  to 
figure  Mother 
Nature  controls 
10%  of  the 
crop. ..." 


little  money  from  the  bank  in  Wiscon- 
sin Rapids  that  made  loans  to  Catho- 
lic-school teachers."  When  another 
bank,  Wood  County  Bank,  offered  to 
buy  the  leasing  business,  Swen- 
drowski decided  to  pack  in  his  play 
book  and  hire  on  as  a  loan  officer. 

A  couple  of  years  later  Swen- 
drowski was  assigned  to  work  with 
Wisconsin's  cranberry  industry  (the 
state  is  the  U.S.'  second-biggest 
grower,  after  Massachusetts).  The 
Wood  County  Bank  had  pioneered 


lending  to  the  business  "50  or  60 
years  before,  when  nobody  knew 
what  to  do  with  cranberries,"  says 
Swendrowski.  To  maintain  the  fran- 
chise, he  literally  had  to  learn  cranber- 
ries from  the  ground  up. 

Soon  the  old  coach  was  running  to 
daylight  again,  this  time  as  general 
partner  in  the  first  of  five  limited 
cranberry  growing  partnerships  he 
helped  form.  Berry  properties  that 
had  been  in  families  for  generations — 
50  acres  here,  100  acres  there — were 


coming  on  the  market,  recalls  Swen- 
drowski, "as  farmers  aged,  the  kids 
got  educated,  and  there  was  nobody 
to  leave  the  cranberries  to." 

Swendrowski  and  his  partners 
brought  to  the  party  the  capital  need- 
ed to  buy  out  the  old  generation. 
f  Equally  important,  they  brought  the 
money  needed  for  new  dams,  dikes, 
ditches  and  hybrid  vines  to  upgrade 
yields  in  the  acidic  peat  bog  wedands 
that  are  the  berry's  natural  habitat. 
Realizing  that  publicly  traded  stock 
would  help  him  make  acquisitions  as 
well  as  borrow  more  money,  Swen- 
drowski consolidated  the  partner- 
ships into  Northland  and  took  the 
company  public  in  the  summer  of 
1987 — just  weeks  before  the  market 
crashed — at  9Vt  a  share. 

The  company  has  had  mosdy  ups 
but  also  a  few  downs;  the  stock  now 
trades  at  6V2  bid.  Swendrowski  failed 
to  meet  his  announced  objective  of 
20%  earnings  per  share  growth  in 
fiscal  1991,  when  Northland  earned 
only  an  estimated  38  cents  a  share — 
same  as  the  year  before.  The  culprit: 
hail  and  exceptionally  wet  weather 
that  cut  deeply  into  the  Northland 
crop.  "A  major  disappointment," 
groans  Swendrowski.  He  adds  philo- 
sophically: "You  have  to  figure  Moth- 
er Nature  controls  10%  of  the  crop, 
plus  or  minus." 

While  it  loses  a  few  plays,  North- 
land seems  to  be  winning  the  game. 


Are  cranberries 
good  for 
your  kidneys? 

In  the  last  century,  New 
England  whaling  captains 
understood  that  cranber- 
ries were  rich  in  Vitamin  C, 
and  they  harvested  berry 
bogs  on  Nantucket  to  keep 
their  crews  from  getting 
scurvy.  Northland  Cran- 
berries, Inc.  still  harvests 
some  of  the  same  bogs, 
having  temporarily  run 
out  of  acquisition  proper- 
ties in  its  home  state  of 
Wisconsin. 

These  days  cranberry 


juice  crops  up  regularly  on 
"good  food"  lists.  This  is 
partly  because  of  some  clin- 
ical evidence  published  in 
1980's  American  Medical 
Association  Drug  Evalua- 
tions that  the  cranberry's 
acid  content  is  also  good 
for  the  kidneys,  in  that  it 
helps  prevent  urinary 
tract  infections.  According 
to  an  earlier  study,  a  pint  a 
day  seems  to  be  the  opti- 
mum intake.  Currently, 
U.S.  per-person  consump- 
tion of  cranberry  juice 
drinks  is  around  SV2  pints 
per  year. 

Ironically,  the  popular- 
ity of  cranberry  juice  got  its 
start  with  the  cranberry 


scare  of  1959.  Then,  just 
three  weeks  before  the 
traditional  Thanksgiving 
Day  sales  peak,  Arthur 
Flemming,  U.S.  Health, 
Education  &  Welfare  sec- 
retary, announced  that 
some  cranberries  con 
tained  traces  of  a  weed  killer 
that  had  caused  cancer 
in  rats. 

The  growers'  damage 
control  was  swift:  Vice 
President  Richard  Nixon 
was  seen  wolfing  down 
cranberry  sauce  with  ev- 
ery evidence  of  pleasure  on 
TV  newscasts;  an  editorial 
in  the  Journal  of  the  Ameri- 
can Medical  Association 
castigated  the  government 


for  causing  "undue" 
alarm.  Even  so,  berry  sales 
dropped  more  than  20% 
on  the  news. 

The  Ocean  Spray  co- 
operative, feeling  more  vul- 
nerable than  ever  to  the 
uncertainties  of  a  one-sea- 
son market  for  its  berries, 
went  off  on  a  marketing 
binge  that  has  succcssfuly 
combined  cranberry  juice 
with  almost  everything 
except  beer.  Even  that  may 
be  in  the  works.  After  all, 
tor  the  health  conscious 
who  also  like  a  drink  now 
mm\  then,  there  is  some 
thing  called  the  Bog 
Fog — vodka  and  you  know 
what.  ELP.iV 
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Two  major  acquisitions  brought  off 
by  artful  combinations  of  stock  and 
cash  have  helped  boost  Swendrow- 
ski's  total  production  by  12%,  from 
110,000  barrels  (at  100  pounds  each) 
of  cranberries  three  years  ago  to  about 
123,000  barrels  last  year. 

Swendrowski  is  in  the  middle  of  a 
five-year,  300-acre  planting  project, 
estimated  to  cost  $12  million  to  $15 
million.  At  the  current  market  price  of 
$55  a  barrel  (which  is  up  from  about 
$52  five  years  ago),  the  additional 
acreage  will  add  about  $3.2  million  a 
year  to  revenues — eventually. 

It  takes  about  four  years  for  new 
plantings  to  reach  maturity.  Since  it 
will  be  a  while  before  the  new  plant- 
ings begin  throwing  off  enough  cash 
to  pay  down  the  money  Swendrowski 
has  borrowed  to  put  them  in  the 
ground,  Northland's  debt-to-equity 
balance  is  likely  to  hover  around  its 
current  2-to-l  ratio  for  some  time 
to  come. 

Does  all  this  leverage  worry  the  old 
coach?  "I'm  asset-minded,"  says 
Swendrowski.  The  $30,000  to 
$35,000  Northland  invests  to  plant 
an  acre  produces  land  that  is  going  for 
$60,000  in  the  open  market.  North- 
land's cash-flow-to-debt-service  ratio 
is  just  about  even.  And  then  there  is 
the  $5-million-plus  total  equity  that 
Northland  holds  as  a  grower  member 
of  the  giant  Ocean  Spray  Cranberries, 
Inc.  cooperative,  which  processes  and 
markets  80%  of  the  nation's  crop. 

Ocean  Spray  grossed  more  than 
$750  million  last  year  from  its  cranber- 
ry business.  Thanks  to  the  co-op's 
marketing  skills,  the  bitter  bog  berry 
that  used  to  be  mainly  a  twice-a-year 
Thanksgiving  and  Christmas  holiday 
sauce  has  been  lifted  out  of  the  com- 
modity class  into  a  high-margin,  year- 
round  line^ of  fast-selling  juice-drink 
specialties  ^Cranberry  juice  having  re- 
cently gained  a  reputation  as  a  drink 
that  has  medicinal  value  (see  box,  oppo- 
site), Ocean  Spray's  retail  cranberry 
juice  sales  in  the  U.S.  nowexceed  $435 
million,  up  from  $307  million  five 
years  ago.  (The  figures  include  sales  of 
cranberry  juice  mixed  with  apple,  rasp- 
berry and  other  fruit  juices. ) 

The  result  of  the  berry's  new  popu- 
larity is  that  John  Swendrowski  can 
sell  all  he  can  grow,  and  then  some,  at 
very  good  prices.  The  classroom's  loss 
was  the  bogs'  gain.  M 


This  is  the  story  of  a  young  engineer  who  identified  an 
environmental  problem  and  turned  it  into  an  opportunity. 

Dirty  little 
secret 


By  Julie  Pitta 


Vector  Technology's  Raymond  Krummen 
Silicon  Valley's  toxic  opportunist. 


For  years  Silicon  Valley  had  a  dirty 
little  secret.  Semiconductor  chip  and 
printed  circuit  board  makers  were 
pumping  toxic  metals  and  acids  into 
the  water  table,  and  equally  foul  gases 
into  the  air.  All  this  while  electronics 
industry'  darlings  like  Apple  Comput- 
er, Sun  Microsystems  and  Oracle 
were  being  held  up  as  models  for  an 
enlightened  new  wave  of  clean  Ameri- 
can industry:  no  smokestacks,  no 
heaps  of  industrial  waste. 


But  prosperity  has  a  way  of  engen- 
dering environmental  awareness. 

Beginning  in  the  early  Eighties, 
when  companies  like  Fairchild  Semi- 
conductor were  found  to  be  dumping 
toxic  chemicals,  it  became  apparent 
that  high  tech's  honeymoon  with 
state  and  local  governments  was  end- 
ing. Increasingly  stringent  antipollu- 
tion regulations  followed.  Chip- 
makers  spent  millions  of  dollars  de- 
signing  and   building   antipollution 
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devices  that  often  failed  to  live  up  to 
those  regulations. 

Enter  Raymond  Krummen.  Krum- 
men,  now  42,  knew  the  chip  business 
inside  out.  A  University  of  Cincin- 
nati-trained mechanical  engineer  who 
holds  an  M.B.A.  from  Pepperdine 
University,  he  prospered  through  the 
Seventies  and  early  Eighties  selling 
silicon  wafers  to  customers  like  Na- 
tional Semiconductor,  Motorola  and 
Texas  Instruments. 

A  low-key  Midwesterner,  Krum- 
men was  appalled  at  the  situation  his 
livelihood  had  helped  to  create. 
"What  was  going  on  in  the  Valley," 
he  says,  "was  an  environmental  trage- 
dy." Krummen's  solution,  however, 
was  not  to  change  sides  and  become  a 
protester. 

He  knew  that  antipollution  devices 
like  "scrubbers" — designed  to  cap- 
ture toxic  gases  before  they  entered 
the  atmosphere — weren't  getting  the 
job  done.  Even  conscientious  chip- 
makers  continued  to  be  cited  for  pol- 
lution violations,  which  elicit  big  fines 
and  water  bill  surcharges.  And  he  also 
knew  that  the  scrubbers  had  a  tenden- 
cy to  clog  up  with  solidified  gases, 
causing  costly  production  halts  as  of- 
ten as  twice  a  month. 

So,  in  1985,  after  a  fellow  engineer 
and  entrepreneur  asked  Krummen  to 
sell  a  new  scrubber  he  had  built, 
Krummen  saw  a  business  solution  for 
the  environmental  problem.  In  his 
spare  time — working  with  W.  James 
Carr,  the  scrubber's  inventor  and  now 
an  employee — he  tinkered  with  the 
device,  eventually  winning  a  patent. 
"The  first  goal  was  it  had  to  be  an 
improvement  in  maintenance," 
Krummen  says.  "The  second  was  that 
it  had  to  be  environmentally  sound." 

Krummen  kept  development  costs 
at  a  minimum  by  doing  much  of  the 
design  work  himself  and  by  bringing 
in  his  wife,  also  a  former  sales  rep,  to 
handle  the  books. 

In  1988  the  first  scrubber  rolled 
out  the  door  of  Vector  Technology's 
little  Fremont,  Calif,  factory.  Krum- 
men and  longtime  friend  John  Mattis, 
a  sales  executive  at  Dallas  Semicon- 
ductor and  an  early  investor,  had  put 
$500,000 — mostly  from  Krummen's 
salesman  earnings — into  the  scrub- 
ber's design  and  development.  By 
comparison,  when  Harris  Semicon- 
ductor looked   into  designing  and 


building  its  own  scrubbing  system  for 
its  Melbourne,  Fla.  plant  in  the  mid- 
Eighties,  the  estimated  cost  was  about 
S2  million. 

What  makes  the  semiconductor 
business  so  dirty?  Consider  the  pro- 
cess: A  layer  of  silicon  is  deposited  on  a 
silicon  wafer.  Lines  that  will  eventual- 
ly become  transistors  are  photograph- 
ically traced  onto  the  wafer.  The  cir- 
cuits are  built  by  etching  away  the 
silicon  from  around  the  traced  areas 
on  the  wafer's  surface.  A  layer  of 
tungsten  or  a  similarly  conductive 
material  is  laid  down  on  top  of  that. 
All  these  steps  involve  use  of  toxic 


Vector's  new  scrubber 
Bringing  a  business  solution 
to  an  environmental  problem. 


chemicals,  which  in  the  early  days 
were  at  times  even  poured  down  the 
drain.  Today  they  are  treated  at  waste 
water  treatment  plants. 

Typically,  toxic  gases — nasty  by- 
products of  the  chipmaking  busi- 
ness— were  diluted  in  water,  creating 
a  toxic  soup,  which  was  taken  to  a 
treatment  plant.  But  the  process  was 
inefficient.  High-pressure  sprinklers, 
or  scrubbers,  failed  to  dilute  all  the  gas 
being  released  into  the  production 
chambers.  The  gases  would  solidify, 
clogging  the  systems. 

As  a  salesman,  Krummen  knew  the 
problems  firsthand.  While  peddling 


silicon  wafers,  he  often  listened  to 
customer  gripes  about  "yield  prob- 
lems." When  noxious  gases  weren't 
promptly  sucked  away  from  the  chip- 
making  chamber,  finished  chips  were 
spoiled  by  chemicals.  Clogged  scrub- 
bers were  usually  the  cause. 

Krummen  and  Carr  came  up  with  a 
scrubber  design  that  would  get 
around  this  problem.  Vector  Tech- 
nology's design  advantage:  A  pump 
rushes  water  through  the  "capture 
chamber"  where  the  gas  first  enters 
the  scrubber.  In  a  basic  Vector  sys- 
tem, 80  gallons  of  water  are  pumped 
through  the  machine  per  minute, 
trapping  the  gas  so  that  it  cannot  clog 
the  scrubber. 

Randall  Stearns,  a  plant  manager 
for  Siliconix,  a  Santa  Clara  chipmaker, 
says  the  Vector  machine  doesn't  clog 
up  because  "it  has  water  walls;  there's 
not  a  solid  surface  for  the  substance  to 
grab  onto."  Once  the  various  toxins 
and  chemicals  are  removed,  they  are 
burned  or  otherwise  neutralized. 
Vector's  systems  also  handle  liquid 
wastes. 

Krummen's  long-term  sales  rela- 
tionships made  it  easy  for  him  to  get  in 
the  door  with  his  scrubbers.  Still,  he 
knew  not  to  pitch  the  device  as  "envi- 
ronmentally sound,"  but  rather  as  a 
production  improvement.  "When 
these  guys  say  they  have  a  problem, 
they  mean  they  have  a  production 
problem,"  Krummen  says. 

Siliconix  bought  the  first  one  three 
years  ago.  Sales  to  big  chipmakers  like 
National  Semiconductor,  Motorola 
and  Advanced  Micro  Devices  soon 
followed. 

Vector's  prices  range  between 
$15,000  and  $65,000.  Last  year  the 
profitable  little  company  posted  sales 
of  $4.3  million.  This  year  Krummen 
expects  to  sell  $6  million  of  his  scrub- 
bers, as  customers  replace  older  sys- 
tems or  look  to  equip  new  plants. 

Unlike  a  lot  of  entrepreneurs, 
Krummen  has  been  able  to  avoid 
having  to  give  up  control  to  outside 
investors  as  the  company  grew.  He 
M-\d  his  wife  own  about  80%.  Earl) 
investor  Mattis  owns  the  rest. 

Krummen  now  has  his  sights  set  on 
Japan;  Japanese  chipmakers  own  al 
most  half  of  the  semiconductor  mar 
ket  to  the  U.S.'  36%.  He'i  currently 
looking  for  a  Japanese  partner  to  help 
him  sell  scrubbers  there.  Bl 
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Which  traits  doyou  think 

a  financial  firm  should  have? 


The  difference  between  a 
financial  firm  that  leads  and 
those  that  follow  is  all  the  more 
apparent  in  challenging  times 
such  as  these. 

Start  with  financial  strength. 
We  continue  to  have  one  of  the 
strongest  balance  sheets  in  the 
industry,  with  $68  billion  in 
assets,  including  $3.3  billion  in 
shareholders'  equity. 

©1991  Merrill  Lynch  &  Co.,  Inc. 


Then  there's  the  quality  of  our 
client  service.  Making  informed 
investment  decisions  isn't  easy. 
You  need  help.  A  long-term  rela- 
tionship you  can  count  on. 

With  that  aim  we've  intensified 
our  training  program  for  all  our 
Financial  Consultants  and  once 
again  act  as  an  industry  leader. 

Then  consider  long-term 
vision.  We  take  pride  in  our 


ability  to  look  beyond.  To  rec- 
ognize and  realize  opportunities 
in  the  ever-changing  global 
marketplace. 

Strength,  dedication  and 
vision  are  traits  we  have  care- 
fully developed.  And  traits  you 
can  put  to  your  advantage. 


Merrill  Lynch 

A  tradition  of  trust. 


Poland  has  a  potentially  strong  asset— its  national  airline. 
But  most  of  its  equipment  is  fit  only  for  a  museum 
of  how-not-to-do-it  aeronautics. 

You  think  Pan  Am's 
got  problems? 


By  Peter  Fuhrman 


A  few  years  back,  Bronislaw  Klima- 
szewski  drove  a  taxi  in  Warsaw.  Since 
November  oflast  year  he  has  headed 
Polskie  Linie  Lotnicze,  Poland's  na- 
tional airline.  His  installation  as  head 
of  LOT  had  both  commercial  and  sym- 
bolic value. 

Trained  as  a  lawyer,  Klimaszewski, 
47,  first  joined  lot  in  1972  and  rose 
quickly  to  become  the  number  two 
man  at  the  airline,  which  was  then 
thriving  on  cheap  Soviet  fuel  and 
popular  no-frills  flights  from  the  U.S. 
to  Warsaw.  But  LOT  came  crashing 
down  in  December  1981,  when  Po- 
land's communist  government  de- 
clared martial  law,  the  U.S.  withdrew 
landing  rights  and  the  Polish  military 
commandeered  the  airline.  Klima- 
szewski was  purged  and  spent  the  next 
nine  years  driving  a  cab  in  Warsaw  and 
later  working  in  the  office  of  Poland's 
Catholic  Primate. 

Now  he's  back  and  struggling  with 
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a  mess.  The  airline  employs  7,400 
workers,  double  what  the  level  should 
be.  Most  domestic  flights  have  been 
grounded  because  the  airline  lacks 
proper  equipment.  Lined  up,  wingtip 
to  wingtip,  on  the  tarmac  of  Warsaw's 
Okecie  airport  are  lot's  28  Soviet 
Tupolev  and  Ilyushin  jets. 

These  Tupolevs  and  Ilyushins  are 
aeronautical  horrors  and  would  bank- 
rupt any  enterprise  that  flew  them. 
Their  flight  systems,  from  basic  elec- 
tronics to  hydraulics,  break  down 
routinely.  Their  seats  are  configured 
for  maximum  passenger  discomfort. 
Lavatories  overflow  on  just  about  ev- 
ery flight.  Their  Soviet  engines  rarely 
work  well  for  long,  and  have  a  fuel 
consumption  twice  that  of  a  Boeing 
767,  which  can  carry  two-thirds  more 
passengers.  Maintaining  them  takes 
an  average  often  hours  on  the  ground 
for  every  hour  aloft;  for  a  Boeing,  the 
ratio  is  closer  to  1  -to- 1 . 


"There    is    no    standardization," 
complains  Klimaszewski,  referring  to 
the  fact  that  Soviet  jets  have  few 
matching  parts.  To  keep  them 
flying,  LOT  must  cannibalize  bits 
from  other  grounded  planes,  or  ma- 
chine parts  on  its  own. 

Boeing,  Airbus  and  McDonnell 
Douglas  would  love  to  replace 
~  the  fleet,  and  make  regular  sales 
calls,  promising  cheap  credits  and 
subcontracting  work.  But  the  Polish 
government  insists  LOT  first  find  buy- 
ers for  the  Soviet  jalopies.  Lots  of 
luck.  The  market  for  Soviet  jets  is  as 
depressed  as  the  market  for  Soviet 
ideology.  The  Chinese  have  offered 
around  $14  million  for  all  28  jets.  But 
the  Soviets,  who  control  maintenance 
of  the  planes'  engines,  want  the  busi- 
ness with  the  Chinese  for  themselves, 
and  seem  likely  to  veto  the  sale.  For 
LOT,  the  best  bet  may  be  to  fly  the  jets 
to  some  Soviet  airstrip,  engage  the 
parking  brakes  and  walk  away. 

Getting  better  equipment  is  only 
part  of  the  problem.  Klimaszewski's 
telephone  rings  incessantly.  All  deci- 
sions, no  matter  how  trivial,  pass 
through  a  hundred  paper-shuffling 
bureaucratic  layers. 

One  of  Klimaszewski's  first  priori 
ties  is  to  weed  the  payroll  by  uproot- 
ing the  1 ,500  factotums  who  finagled 
jobs  at  LOT  as  communist  control  in 
Poland  ended.  But  that's  only  part  of 
the  baleful  legacy  bequeathed  by  so 
cialism.   LOT   is  a   centrally   planned 
economy  in  miniature,  an  ungainly 
agglomeration    of    factories,    work 
shops,     transport     depots,     housing 
blocks,  food  processing  factories.   It 
even  runs  engine  plants  tor  servicing 
the  company's  fleet  of  ancient  Mcr 
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cedes-Benz  buses. 

Yet  LOT  is  by  no  means  hopeless.  It 
has  a  large  market  to  tap.  There  are  40 
million  Poles,  many  of  whom  have  the 
yen  to  travel  and  the  money  to  do  so. 
Even  though  fares  were  raised  to  in- 
ternationally agreed  upon  levels  in 
January,  traffic  to  Western  Europe 
and  the  U.S.  has  held  up.  There  are 
also  10  million  Americans  of  Polish 
descent,  many  of  whom  want  to  dig 
up  their  roots. 

The  Polish  airline  has  been  operat- 
ing three  Boeing  767  twin-engine  jets 
across  the  North  Adantic  as  efficiendy 
as  most  Western  carriers.  While  other 
carriers'  transadantic  business  was 
hurting,  LOT  filled  70%  of  its  seats  this 
winter  on  9  weekly  flights  from  New 
York  and  Chicago.  For  the  coming 
summer,  virtually  all  of  lot's  flights 
are  already  fully  booked. 

Today  the  only  direct  competition 
on  the  U.S.  routes  is  Pan  Am.  Both 
American  and  United,  with  strong 
bases  in  Chicago,  have  Polish  and 
American  government  approval  to 
begin  service  to  Warsaw.  But  they  are 
unlikely  to  attack  lot's  strength, 
which  is  catering  to  tour  groups. 

In  Europe,  lot  will  have  a  tougher 
time  competing  head-on  with  the 
likes  of  Lufthansa  or  British  Airways. 
But  in  Europe,  LOT  may  be  able  to 
develop  Warsaw  as  a  hub  to  provide 
air  service  to  whatever  market 
emerges  to  Poland's  east.  "We  ex- 
pect, before  very  long,  independence 
for  the  Baltic  countries  and  border 
republics  like  Byelorussia  and  the 
Ukraine,"  says  Klimaszewski.  Strong 
historical,  cultural  and  ethnic  ties  to 
these  areas  should  give  LOT  an  edge 
over  Western  European  carriers. 
Helpful,  too,  should  be  the  opening 
next  year  of  Warsaw's  new  interna- 
tional terminal. 

The  Walesa  government's  goal  is  to 
privatize  LOT  within  two  years.  It  will 
probably  be  the  largest  case  of  privati- 
zation in  all  of  Eastern  Europe.  That, 
as  Klimaszewski  knows,  makes  lot's 
future  success  important  not  only  for 
Poland's  economic  revival,  but  also 
for  its  effect  on  hastening  the  transfer 
of  other  Eastern  European  assets  from 
state  hands,  lot  has  the  potential  to 
prove  that  what  the  Soviet  system 
ruined,  the  market  can  revive.  It  is  a 
daunting  challenge  but  not  an  impos- 
sible task.  ■■ 


Not  only  in  Eastern  Europe  is  socialism  on  the  wane. 
Check  out  what  is  happening  in  Latin  America, 
whose  oil  wealth  has  been  neglected  out  of 
nationalistic/socialistic  prejudice. 

Yankees  (and 
other  foreigners) 
come  back 


By  Toni  Mack 

Venezuelans  call  their  new  $3  bil- 
lion plan  to  produce  liquefied  natural 
gas  for,  export  Cristobal  Colon — but 
where  the  explorer  discovered  new 
territory,  the  project  bearing  his  name 
is  revisiting  old  territory. 

The  same  government  that  1 6  years 
ago  nationalized  its  oil  industry  and 
kicked  out  the  Royal  Dutch/Shell 
Group  and  Exxon  is  now  moving  into 
the  late  20th  century  by  wooing  back 
private  investors.  Partners  with  state - 
owned  Petroleos  de  Venezuela  in 
Cristobal  Colon  are  Royal  Dutch/ 
"Shell,  Exxon  and  Mitsubishi.  Petro- 
leos de  Venezuela  is  talking  to  other 
big  oil  companies  like  Amoco  and 
British  Petroleum  about  $35  billion 


in  other  projects. 

The  goal  is  an  ambitious  one:  to 
increase  oil  output  by  32%,  expand 
refining  by  41%  and  achieve  a  sixfold 
increase  in  petrochemical  capacity  by 
1996.  All  this  will  involve  what  Petro- 
leos de  Venezuela's  planning  coordi- 
nator, Luis  Giusti  Lopez,  delicately 
calls  "strategic  associations"  with  for- 
eign partners. 

A  wave  of  economic  pragmatism  is 
washing  Latin  America  from  the  Rio 
Grande  to  the  tip  of  Argentina.  Popu- 
list governments  that  once  saw  na- 
tionalization as  the  only  politically 
correct  way  to  go  are  opening  their  oil 
industries  to  private  interests.  Why? 
They  realize  that  they  need  new  capi- 


Offshore  rigs 
in  Venezuela 
Wooing  foreign 
partners  for 
an  ambitious 
e  tpansion. 
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COMPAQ 
SLT  386s.  20 


absolute!)/ 


Once  again,  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerships  with  industry 
leaders,  like  Microsoft,  to  work  for  you. 
From  March  11  through  June  30, 
1991,  Compaq  will  give  you  a  free 
Microsoft  BallPoint  mouse  (a  $175 
value)  when  you  buy  a  COMPAQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  LTE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Personal  Computer. 


The  Microsoft  BallPoint  is  an  exciting  new 
pointing  device  that  clips  onto  either  side  of  your 
keyboard  and  goes  anywhere  your  PC 
goes.  Then  with  a  flick  of  the  thumb, 
it  lets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet,  it  offers  a  new  way  to  tap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  small. 


1  Hard  II  1991  Ihii  our  dealer  lot  dtiiri 
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Longer  battery  life,  so  you  can  work  without  inter- 
ruption. More  fixed  disk  drive  storage,  so  you  can 
take  on  bigger  tasks.  Better  performance,  so  you 
can  work  faster. 

In  other  words,  more  of  what  you  want  and 
less  of  what  you  don't.  Namely,  unwanted  pounds 
and  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
COMPAQ  PCs  endure  the  industry's  most  exhaustive 
tests  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 
To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

comPAa 

It  simply  works  better. 
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Now  Printed  in  New  York 
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1  To  Avert  a  War  in 


If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  —  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


Invest  in 
futures. 


Invest  in  America's  independent  colleges 
and  universities. 

They  produce  over  50%  of  the  nation's 
corporate  leaders,  yet  they  enroll  a  mere  21% 
of  the  total  student  population 

They  are  also  responsible  for  more  than 
half  the  recent  breakthroughs  in  astronomy, 
chemistry,  mathematics  and  earth  science. 

Call  us  for  more  information,  No  invest- 
ment more  directly  benefits  your  company's 
future.  Or  yields  a  higher  return. 

Foundation  for  Independent  Higher 
Education,  Five  Landmark  Square,  Suite  $30, 
Stamford,  CT  06901-2502.   (203)  353-154  i 


Foundation  for  Independent 
Higher  Kducation 
Serving  600  private  cdlleges 

in  the  public  interest 


Latin  America 

tal,  technology  and  access  to  big  mar- 
kets in  the  U.S.  and  Europe. 

All  this  is  good  news,  not  only  for 
Venezuela's  hard-pressed  economy 
but  also  for  oil  users  everywhere.  The 
U.S.  now  gets  only  29%  of  its  oil 
imports  from  Latin  America.  In- 
creased exports  from  that  region < 
would  diversify  U.S.  supplies  away 
from  the  Middle  East.  And  there  is 
plenty  to  go  around.  As  oilmen  put  it, 
the  geology  is  there:  Latin  America 
added  92  billion  barrels  to  its  oil 
reserves  over  the  last  two  decades, 
second  only  to  the  Middle  East. 

It's  amazing  what  a  little  economic 
reality  can  do  to  change  political  ide- 
ology. Carlos  Andres  Perez  was  presi- 
dent of  Venezuela  when  the  oil  indus- 
try was  nationalized.  He's  now  in  the 
forefront  of  inviting  companies  back, 
and  is  lobbying  the  Venezuelan  con- 
gress to  approve  the  Cristobal  Colon 
project.  Who's  leading  the  privatiza- 
tion charge  in  Argentina?  Peronist 
President  Carlos  Menem,  who  all  his 
career  has  been  a  nationalist  and  pop- 
ulist. "It's  a  powerful  trend  that  won't 
be  stopped,"  says  Martin  Pranga, 
Amoco's  manager  for  foreign  affairs. 

This  facing  of  reality  is  somewhat 
overdue.  Capital  of  the  state-run  oil 
companies  is  being  sapped  by  gross 
inefficiency,  high  taxes  and  low,  gov- 
ernment-set product  prices.  Mexico's 
Petroleos  Mexicanos,  known  as  Pern- 
ex,  is  as  much  a  social  welfare  agency 
as  an  oil  company,  building  public 
housing  and  operating  hospitals.  Pet- 
roleos de  Venezuela,  which,  unlike 
Pemex,  has  a  reputation  for  efficiency, 
is  weakened  by  having  85%  of  its 
export  earnings  taxed  away  by  the 
government. 

As  in  nationalistic  Venezuela,  even 
more  so  in  supernationalistic  Argenti- 
na. President  Menem  wants  to  sell 
stock  in  his  country's  state  oil  compa- 
ny, Yaciemientos  Petroliferos  Fis- 
cales.  The  government  has  already 
opened  up  new  tracts  for  exploration 
and  sold  all  or  part  of  29  of  Yaciemien- 
tos' oilfields.  Texaco  returned  to  Ar- 
gentina in  1988  after  a  34-year  ab 
sence  and  is  now  exploring  1 1  tracts. 
Occidental  Petroleum  has  developed 
a  1988  discovery  there  and  is  explor- 
ing promising  acreage  offshore. 

Giving  private  enterprise  a  chance 
has  implications  for  these  countries 
that  go  far  beyond  the  oil  industry. 


Robert  Black,  Texaco's  president  for 
Latin  America,  explains:  "It  establish- 
es a  constituency  in  the  country  that 
supports  private  investment.  That 
lends  stability  and  increases  your  con- 
fidence in  future  stability." 

Peru,  Bolivia  and  Ecuador  have 
passed  new  laws  to  promote  private 
exploration.  Colombia,  which  has 
long  welcomed  companies  like  Oxy 
and  Chevron,  recently  lowered  its  tax 
rate  on  foreign  investments. 

In  Mexico  and  Brazil,  the  constitu- 
tion prohibits  foreign  ownership  of 
oil  reserves.  Mexican  President  Carlos 
Salinas  de  Gortari  has  bowed  to  local 
pressures  by  exempting  his  country's 
oil  industry  from  the  proposed  free- 
trade  agreement  with  the  U.S.  But 
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Pemex  oil  refinery 

Gross  inefficiency  and  high  taxes. 


can  Pemex,  without  an  infusion  of 
foreign  capital  and  technology,  find 
enough  oil  to  feed  fast- rising  internal 
demand  and  still  keep  up  exports, 
which  provide  a  third  of  the  country's 
foreign  exchange?  It's  doubtful. 

In  Brazil,  state-owned  Petroleos 
Brasileiro  wants  to  spend  $17  billion 
to  increase  oil  production  by  54%, 
thus  cutting  foreign-exchange  drain- 
ing imports.  It  is  questionable  wheth- 
er the  full  amount  can  be  funded  from 
Brazil's  own  resources. 

All  this  spending  and  exploring  is 
good  news  for  the  U.S.  oil  service 
industry,  which  stands  to  get  big  or- 
ders from  Latin  America.  Oil  service 
outfits  like  Baker  Hughes  mu\  Halli- 
burton supply  services  and  products 
to  drill  and  equip  wells.  Timothy  Pro 
belt,  president  of  Baker  Hughes' 
Eastman  Christensen  unit,  predicts 
service  companies1  Latin  American 
revenues  will  grow  by  a  healthy  12% 
to  15%  a  year  over  the  nexi  three  years, 

Debt  ridden  Latin  America  is  dis 
covering  the  virtue  of  equity  capital:  It 
doesn't  have  to  he  paid  hack.        wm 

Forbes  ■  June  10,  I"1' I 


The  White  House  and 
Congress  "should  free 
America's  hanks  to  compete. 
This  will  take  courage  and 
leadership,  hut  it's  the 
surest  way  to  strengthen 
the  financial  system  and 
protect  taxpayers  in  the 
long  run!' 

**  Chicago  Tribune 


"It  would  probably  he  quicker 
to  pass  a  simple  hill  merely 
authorizing  the  government  to 
lend  the  necessary  billions  of 
dollars  to  the  fund.. .Despite  the 
risk  of  delay,  it  would  clearly  be 
wiser  to  go  ahead  with  a  longer  bill 
carrying  at  least  the  essential 
banking  reforms  along  with 
the  refinancing'.' 

Washington  Post 
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"What's  needed  is  to  reinvigorate 
the  banking  industry,  whose 
troubles  after  all  are  at  the  heart 
ofthePDIC's  problem. 

Legislation  that  just  addresses 
the  fund  is  shortsighted 
and  neglects  a  key  element 
of  what's  needed  to 
accomplish  true  reform'.' 

Los  Angeles  Times 


"Congress  can't  intelligently 
decide  how  to  reform  deposit 
insurance  without  knowing 
how  it  wishes  to  reform  the 
banking  system.  Disconnecting 
the  two  decisions  risks  a  big, 
and  lasting  mistake'.' 


New  York  Times 


"...we  hope  everyone  can 
agree  that  fundamental 
changes  are  needed  if  this 
country  is  going  to  have  a  safe, 
reliable  and  competitive 
banking  industry." 


Wall  Street  Journal 


Bankers  agree!  Strengthening  the  Bank  Insurance  Fund  is  important.  But  if  Congress 
fails  to  modernize  and  reform  our  banking  laws— the  basic  problems  will  endure. 

Broad  reforms  are  necessary,  including  the  need  to  stop  the  practice  of  deciding  that 
some  banks  are  "too-big-to-fail!'  Then  banks,  as  the  cornerstones       _ . 

....  ...  .  .  , ,  This  message  sponsored  by: 

of  their  communities,  can  save  money  for  consumers,  improve  the      American  Bankers  Association 
availability  of  credit,  strengthen  their  own  resources  and  pump  \H^S^S^jl^6  n"w 

new  life  into  the  economy. 

Sound  thinking  about  sound  banking. 


Nature  exposes  aircraft  to  extreme 
conditions.  Within  a  half  hour  the  tem- 
perature can  drop  from  115°  F,  on 
the  ground  in  Las  Vegas  for  example,  to 
-50°  F  at  35,000  feet 

In  service,  a  plane  can  be  bom- 
barded by  ultraviolet  rays  and  moments 


later  by  lightning,  snow  or  hail. 

The  skin  of  aircraft  must  withstand 
such  treatment  And  it  does...  thanks 
to  the  polyurethane  paint  developed 
by  Akzo. 

Our  surface  finish  filters  out 
ultraviolet  rays  and  is  immune  to  all 


kinds  of  weather  and  changes  in  tem- 
perature. 

It  doesn't  discolor,  crack  or  peel. 
In  fact  it  actually  protects. 

Even  antifreeze,  hydraulic  oil  and 
fuel  can't  mar  it  This  advanced 
coating   is  just  one  of  the  innovative  j 
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naterials  created  in  Akzo  laboratories. 

Each   year  we   invest  millions  of 
lollars  in  research  in  the  fields  of 
hemicals,  fibers,  salt,  health   care  as 
/ell  as  coatings. 

Akzo  is  a  large  company  -  70,000 
mployees    in    50   countries  -  and 


one  that's  worth  knowing  more  about 

For  further  information  please 
write  to  Akzo  America  Inc.,  Corp.  Comm. 
Dept,  111  West  40th  Street  New  York, 
N.Y.  10018. 

CREATING  THE  RIGHT  CHEMISTRY. 


AKZO 
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Only  in  America:  Much  antibusiness  sentiment  in  this 
country  is  inspired  by  foundations  established  by  suc- 
cessful business  people. 

Keep  your  eye  on 
the  referee 


BY  MICHAEL  NOVAK 
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Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


Although  a  boxer  was  getting  the 
tar  knocked  out  of  him,  his  manager 
kept  telling  him  after  each  round: 
"You're  doin'  great,  kid.  He  ain't  laid 
a  glove  on  ya."  At  the  end  of  the 
ninth,  bruised  and  bloody,  the  kid 
heard  once  too  often  that  he  hadn't 
been  hit  yet,  and  spat  out  his  mouth- 
piece: "Then  keep  your  eye  on  the 
referee,  cuz  someone's  knockin'  the 
—  outta  me!" 

Like  the  battered  boxer,  business- 
men keep  getting  clobbered,  too,  and 
don't  seem  to  know  what  hit  them. 
They  get  hit  by  agitation  about  prod- 
uct liability,  environmentalism,  in- 
vestment decisions  (South  Africa), 
"excess"  profits,  health  care,  safety, 
affirmative  action. 

Much  of  this  pain  is  self-inflicted, 
but  indirectly.  The  inspiration  for 
some  of  it  comes  from  the  custodians 
of  some  of  the  nation's  largest  for- 
tunes, the  great  private  philanthropic 
foundations.  Such  American  founda- 
tions fund  three  "liberal"  projects  for 
every  "conservative"  project. 

A  sliver  of  light  has  just  fallen  into 
this  darkened  area  from  a  door  pried 
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open  by  the  Capital  Research  Center 
(1612  K  Street  N.W.,  Washington, 
D.C.  20006)  in  a  fact-filled  study  by 
three  Smith  College  social  scientists, 
led  by  Stanley  Rothman.  Their  pam- 
phlet is  called  The  Culture  of  Philan- 
thropy. 

Of  the  more  than  5,000  American 
philanthropic  foundations,  4,100  are 
independent  grantmakers  whose  as- 
sets were  given  by  a  single  donor  or 
family;  781  are  company  foundations 
whose  assets  are  set  aside  from  profits, 
for  the  purpose  of  giving  grants. 

The  Rothman  study  limits  this  field 
to  the  225  independent  foundations 
that  made  grants  of  more  than  $1 
million  during  the  mid-1980s  in  the 
field  of  public  policy,  and  on  a  nation- 
al basis.  In  that  period  these  225 
foundations  gave  out  $386  million. 

Rothman  found  that  most  of  the 
money  ($212  million )  went  to  groups 
with  a  politicized  agenda,  and  four 
times  more  dollars  went  to  liberal 
groups  than  to  conservative  groups: 
$170  million  to  $43  million.  The 
inescapable  conclusion:  "The  typical 
foundation  involved  in  politicized 
grant-making  overwhelmingly  favors 
liberal  causes." 

Measuring  by  the  preponderance 
of  the  grants  they  made,  the  research- 
ers found  only  40  conservative  foun- 
dations compared  with  147  liberal 
ones  and  38  neutral.  The  top  half  of 
the  liberal  foundations  gave  98%  of 
their  grants  solely  to  liberal  causes. 

Rothman  has  a  sophisticated  mea- 
sure of  liberal  and  conservative,  using 
six  different  "dimensions,"  which  al- 
low a  subject  to  be  liberal  in  some 
dimensions,  conservative  in  others. 
His  definition  first  pits  self-restraint 
against  expressive  individualism 
("square"  versus  "with  it"),  then 
personal  responsibility  against  expan 


sion  of  the  welfare  state.  The  third 
dimension  pits  such  views  as  that 
"the  social  order  of  bourgeois  liberal 
society  is  inherently  dehumanizing 
and  repressive,"  against  patriotic  ap- 
proval for  the  American  system.  The 
final-  three  dimensions  point  to  divi- 
<  sions  in  foreign  policy  (hawks  versus 
doves),  law  and  order,  and  affirma- 
tive action. 

Rothman  finds  that  the  ten  most 
liberal  foundations  (measured  by 
number  of  grants)  are  Ford,  John  D. 
and  Catherine  T.  Mac  Arthur,  J.  Rod- 
erick McArthur,  Public  Welfare,  New 
World,  arco,  Carnegie,  Rockefeller 
Family  Fund,  Rockefeller  Foundation 
and  George  Gund.  On  the  basis  of 
dollars  given  to  liberal  causes,  other 
funds  push  into  the  top  ten,  such  as 
the  Pew  Memorial  Trust,  Henry  J. 
Kaiser,  Joan  B.  Kroc,  Richard  King 
Mellon  and  Andrew  W.  Mellon. 

You  have  to  ask  yourself,  were  the 
donors  of  these  funds — Joseph  N. 
Pew,  Henry  Ford,  Ray  Kroc,  Andrew 
Mellon — as  liberal  as  those  who  now 
spend  their  fortunes?  Did  they  want 
their  fortunes  spent  this  way? 

Even  more  important,  what  could 
they  have  done  to  prevent  it?  At  pres- 
ent, very  little.  They  cannot  trust  their 
trustees,  the  foundation  staffs  or  the 
courts.  Trustees  win  many  benefits 
from  giving  to  liberal  causes:  intellec- 
tual prestige,  free  seats  at  the  opera, 
television  coverage.  Foundation  staffs 
tend  to  be  made  up  of  bright  persons 
trying  to  avoid  a  "grubby"  business 
career,  in  order  to  find  more  "noble" 
work  "helping"  others.  Against  these 
pressures  the  courts  at  present  do  little 
to  enforce  fidelity  to  the  donors'  in- 
tentions. So  most  foundations  go  on 
assisting  those  who  want  to  bash  busi 
ness.  In  the  public  policy  ring,  they 
are  not  neutral  referees 

My  hope  is  that  sometime  some 
single  state  will  do  for  fund  donors 
what    Delaware    does    for    corpora- 
tions— provide  a  legal  structure  that 
would  enforce  a  donor's  legal  inter) 
tions  for  the  distribution  of  his  lor 
tunc.     Such     fiduciary     seriousness 
would  beaboon  forthatstate, attract 
ing  many  foundations.  It  would  be 
greeted   with    joy   by   those   alread) 
contemplating  sadly  how  their  for 
tunes  will  be  spent  to  advance  causes 
they  have  opposed  with  passion  all 
their  lives.  IB 

lorlxs-  lime  10.  1991 


In  the  universe  of 

telecommunications 

companies,  some  stars 

shine  Brighter  than  others. 


Growth  in  the 
telecommunications 
industry  has  been  strong. 
But,  within  this  universe  of 
companies,  some  stars  are 
shining  brighter  than  others. 

In  the  last  five  years, 
ALLTEL  Corporation's 
average  total  annual  return 
of  27%  has  outperformed 
the  S&P  and  the  Dow,  as 

well  as  the  average  of  its  peer  group  of  the  nation's  14  largest 

telecommunications  companies. 

If  you'd  like  more  information  about  ALLTEL's  stellar 

performance,  write  or  call  for  a  copy  of  our  annual  report. 


CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 


These  are  smart  parts— sensors 
that  know  electronically  which  way  is 
up— or  down— or  too  close  for  comfort. 
All  without  direct  contact. 

Eaton  makes  a  broad  range 
of  sensors  (fiber  optic,  mechanical, 
photoelectric,  pressure,  proximity, 
temperature,  torque  and  load).  Their 
purpose  is  to  help  keep  your  machines, 
processes  and  systems  under  control. 

At  Eaton,  we're  part  of  your  team. 
Solving  today's  problems.  Anticipating 
tomorrow's  needs. 

We  do  more  than  make  parts. 

We  manufacture  solutions. 


Fit 
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How  do  you  sell  a  Broadway  play 

when  the  mighty  New  York  Times  pans  it? 

You  call  in  Nancy  Coyne. 

"Our  products 
have  no 
shelf  life" 


By  Lisa  Gubernick 

The  daughter  of  a  stage  mother, 
Nancy  Coyne  was  a  child  actress  in 
summer  stock  productions  of  such 
musicals  as  Showboat,  Carousel  and 
Annie  Get  Tour  Gun.  The  magic  died 
before  she  reached  puberty.  Says 
Coyne:  "I  was  a  has-been  at  age  12." 

Today  Coyne,  40,  is  a  raving  suc- 
cess— but  behind  the  scenes.  Coyne 
heads  Serino,  Coyne,  a  $40  million 
(billings)  agency  that  dominates  ad- 
vertising for  Broadway  theaters.  Of 
the  18  shows  on  Broadway,  Coyne's 
agency  handled  the  advertising  for 
14.  If  you  stroll  down  the  Great  White 
Way,  it's  pretty  tough  to  miss  Coyne's 
handiwork.  A  billboard  of  cowgirls, 
45  feet  high,  towering  over  Times 
Square  for  The  Will  Rogers  Follies  is 
Coyne's.  Coyne  put  a  platinum- 
haired  Patti  Lupone  belting  out 
"Don't  Cry  for  Me,  Argentina"  on 
television  for  Evita.  The  spots  aired 
for  five  years. 

Coyne  and  partner  Matthew  Serino 
launched  their  agency  in  1977,  back 
when  broadcast  advertising  and 
Broadway  had  only  just  discovered 
each  other.  In  the  mid-Seventies  leg- 
endary choreographer-director  Bob 
Fosse  insisted  that  television  ads, 
though  expensive,  would  pay  off  for 
the  stage.  Fosse,  who  directed  Pippin, 
created  one-minute  samples  of  the 
musical  that  were  the  first  such  televi- 
sion commercials  for  a  Broadway 
show.  The  show  played  for  more  than 
four  years.  Coyne  ran  with  the  ball 
Fosse  tossed  out,  taking  snippets  from 
A  Chorus  Line,  Fiddler  on  the  Roof, 
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Cats  and  even  Fosse's  own  Big  Deal 
and  using  them  in  commercials  for  the 
shows.  Today  TV  commercials  for  mu- 
sicals are  standard,  and  even  serious 
dramas  such  as  Six  Degrees  of  Separa- 
tion are  dabbling  in  them. 

Coyne  specializes  in  selling  the  im- 
mediacy of  the  stage  experience  by 
capturing  the  essence  of  live  theater. 
In  a  commercial  for  Annie,  the  cam- 
era scans  the  buffing  of  Daddy  War- 
bucks'  bald  pate  and  the  coiffing  of 
Sandy,  the  dog.  "We  wanted  to  em- 
phasize the  backstage  stuff,"  Coyne 
explains,  "the  live  experience  that  you 
won't  find  at  your  local  multiplex." 

Coyne  has  found  a  way  to  get 
around  one  of  the  worst  hazards  fac- 
ing a  Broadway  production.  After  an 
opening,  every  Broadway  producer, 
actor  and  investor  reaches  with  trem- 
bling hands  to  see  whether  the  New 
Tork  Times  has  decreed  death  or  suc- 
cess for  their  efforts.  It's  accepted 
wisdom  that  a  bad  notice  in  the  New 
Tork  Times  spells  curtains. 

Coyne  doesn't  buy  that.  If  the 
mighty  Frank  Rich  doesn't  like  one  of 
her  shows,  she  appeals  to  the  audi- 
ences. She  is  the  master  of  the  testi- 
monial and  has  spent  scores  of  nights 
waiting  outside  theaters  as  the  audi- 
ence members  spill  out,  thrusting  a 
microphone  in  their  faces  to  milk  their 
enthusiasm.  Vm  Not  Rappaport  got  a 
tepid  response  from  the  Times'  critic. 
Coyne  went  to  work  on  exiting  the- 
atergoers. "I've  had  about  15  friends 
say  don't  miss  it,"  intones  one.  "My 
mother  heard  it  was  a  wonderful  show 


and  it  was  her  80th  birthday  and  this 
was  how  she  wanted  to  celebrate/' 
gushes  another.  The  spots  ran  on  local 
radio  stations.  The  play  lasted  for  two 
years  and  turned  a  tidy  profit. 

For  a  revival  of  Showboat  she  got 
members  of  the  audience  to  sing  "Ol' 
Man  River"  and  "Can't  Help  LovuV 
Dat  Man"  as  they  emerged  from  the 
theater.  These  commercials  aired  <>n 
local  television  stations.  Frank  Rich 
may  have  sneered,  but  Coyne  wanted 
potential  audiences  to  know  that  a  lot 
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Broadway  babies 
Matthew  Serino  and 
Nancy  Coyne,  and 
posters  for  three  of 
the  current  plays 
their  ad  agency  handles 
Common  wisdom 
says  a  bad  review 
can  kill  a  show, 
but  Serino  and 
Coyne  believe 
their  advertising 
can  keep  the 
footlights  lit. 


of  ordinary  people  didn't  buy  his 
snobbish  pronouncements. 

Success  can  sometimes  be  a  prob- 
lem, too.  Miss  Saigon,  which  had  re- 
ported preopening  ticket  sales  of  $38 
million  and  is  said  to  be  sold  out  for 
three  months,  presented  a  different 
kind  of  problem  for  Coyne.  No  use 
running  TV  commercials  in  New  York 
when  New  Yorkers  would  have  a  hard 
time  buying  tickets.  Instead,  for  the 
opening,  Coyne  sent  a  satellite  feed  of 
scenes  from  the  show  to  hundreds  of 


news  shows  around  the  country.  That 
garnered  free  publicity  and  created  an 
itch  to  see  the  show  among  provin- 
cials who  might  be  planning  trips  to 
New  York  in  the  future. 

Audience  surveys  told  Coyne  that 
the  musical  Big  River  was  attracting 
primarily  an  out-of-town  crowd.  New 
Yorkers  didn't  much  like  the  show.  So 
be  it.  Coyne  would  talk  to  tourists. 
She  deployed  her  commercials  mosdy 
on  The  Tonight  Show  and  morning 
news  programs.  Why?  Because  early 


morning  and  late  at  night  are  the 
times  you're  likely  to  catch  tourists  in 
their  hotel  rooms. 

There  is  still  surprisingly  little  mar- 
ket research  done  for  Broadway 
shows,  but  that's  changing.  Last  year 
Coyne  conducted  her  first  focus 
groups,  trying  to  target  the  market  for 
The  Piano  Lesson,  the  Pulitzer  Prize- 
winning  drama  by  August  Wilson.  "It 
was  a  black  play  by  a  black  playwright, 
and  we  figured  we  would  have  our  best 
shot  with  a  black  audience,"  she  says. 
She  wondered,  did  audiences  respond 
better  to  the  fact  that  the  play  had  won 
the  Pulitzer  or  that  it  was  a  "warm 
family  drama"?  It  turned  out  the  folks- 
iness  was  more  appealing  than  the 
prize.  The  Piano  Lesson  played  Broad- 
way for  nearly  a  year  and  made  mon- 
ey— a  considerable  achievement  for  a 
serious  drama  by  a  black  playwright 
with  no  established  stars. 

There  is  a  particular  urgency  to 
Coyne's  work.  "If  an  advertiser  can't 
come  up  with  a  campaign  to  sell  a  can 
of  Diet  Pepsi  today,  the  can  sits  on  the 
shelf  while  he  creates,"  she  says.  "Our 
products  have  no  shelf  life." 

Serino,  Coyne  is  now  seeking 
broader  oudets  for  its  talents.  It  is 
producing  ads  for  AT&T's  corporate 
underwriting  of  arts  and  entertain- 
ment events  and  recendy  created  ra- 
dio spots  for  a  branch  of  the  Canyon 
Ranch  spa  in  the  Berkshires.  Frank 
Rich  doesn't  review  spas.  am 
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Seven  million  locations,  in  all 
50  states.That's  the  number  of 
families  living  in  homes  Fannie  Mae 
has  helped  finance. 

Still  that  number  wouldn't  be 
anywhere  near  that  large  if  Fannie 
Mae  didn't  offer  the  most  important 
thing  every  prospective  homeowner 
looks  for  when  it's  time  to  get  a 
mortgage:  the  availability  of  money 
at  the  most  affordable  cost  possible. 

Because  Fannie  Mae  is  in  the 
market  everyday  a  home  mortgage 
in  Akron  costs  about  the  same  as  a 
home  mortgage  in  Austin. 

Not  only  that,  Fannie  Mae  is 
developing  a  constant  stream  of  new 
products.  So  that  mortgage  lenders 
in  all  50  states  can  offer  a  wide 
range  of  options  to  home  buyers. 

All  these  benefits  to  the 
American  housing  market  come  at 
no  cost  to  the  American  taxpayer. 

F&nnie  Mae,  serving  millions 
of  families  across  the  country. 

FannieMae 

The  USA's  Housing  Partner 
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Struggling  against  rising  medical 
insurance  costs,  companies  are  finally 
scrutinizing  their  employees'  trips 
to  the  doctor's  office. 

Abuse  control 


By  Janet  Novack 

First  Chicago  Corp.  and  Federal 
Express  Corp.  have  pioneered  in  ana- 
lyzing use  and  controlling  misuse  of 
medical  benefits.  Their  efforts  have 
paid  off  in  the  form  of  savings  in  their 
health  and  disability  plans. 

First  Chicago  studied  disability  pe- 
riods for  its  13,000  full-time  employ- 
ees. It  found  that  work- 
ers enrolled  in  certain 
health  maintenance  or- 
ganizations stayed  off 
work  longer  when  sick. 
Apparently  these  hmos 
were  making  workers 
wait  longer  for  treat- 
ment. HMOs  are  paid  a 
set  annual  fee  per  patient 
and  keep  their  staffs  lean; 
waits  discourage  un- 
needed  visits.  But  the 
hmos'  penny-pinching 
was  costing  the  bank, 
since  workers  sick 
enough  to  stay  home 
were  also  being  made  to 
wait. 

The  bank  discovered 
another  interesting  pat- 
tern. Women  who  were 
not  members  of  an  hmo 
were  more  likely  to  have 
cesarean  sections  than 
were  other  pregnant 
workers — perhaps  because  their  doc- 
tors were  paid  more  for  cesarean  de- 
liveries than  for  natural  births.  The 
bank  now  requires  second  opinions 
on  nonemergency  cesareans  for  these 
employees. 

Such  precise  analysis  is  one  reason 
the  bank's  medical  costs  per  employee 
rose  just  3%  last  year,  compared  with 
an  average  increase  of  1 5%  for  compa- 
nies its  size.  "The  only  way  to  do 
more  to  control  health  care  costs," 
says  Dr.  Wayne  Burton,  medical  di- 


rector of  First  Chicago,  "is  with  more 
information." 

James  Perkins,  Federal  Express'  se- 
nior vice  president/chief  personnel 
officer,  agrees.  FedEx  administers  its 
own  health  and  disability  programs 
and,  like  First  Chicago,  has  a  database 
integrating  personnel,   medical   and 


disability  records.  It  knows,  for  exam- 
ple, that  16%  of  its  74,000  U.S.  work- 
ers account  for  80%  of  the  health  care 
bills.  FedEx's  system  enables  it  to  spot 
doctors  who  do  too  many  tests  as  well 
as  employees  who  overuse  medical 
services.  FcdF.x  found,  for  instance, 
that  full-time  workers  with  a  generous 
disability  pay  plan  ran  up  much  higher 
medical  bills  than  part-time  workers 
without  the  disability  plan  but  with 
full  medical  coverage.  Dr.  Harold 
Gardner,  a  consultant  to  FedEx,  says 


some  workers  with  access  to  disability 
pay — particularly  those  who  are  un- 
happy on  the  job — try  to  "validate" 
an  illness  by  making  frequent  visits  to 
doctors,  demanding  expensive  tests. 
Thus  the  employer  loses  two  ways: 
higher  disability  and  higher  health 
care  costs. 

FedEx's  solution:  Rather  than  let 
disabled  delivery  workers  sit  home  and 
collect  70%  of  pay,  it  now  tries  to  give 
them  desk  jobs  at  full  pay.  In  the  18 
months  ended  Dec.  30,  1990,  this 
commonsense  approach  cut  workdays 
lost  per  disability  claim  by  2 1  %  and  cut 
medical  costs  per  claim  by  8.5%. 

Corporations  need  to  understand 
how  workers  use  all  their  benefits 
because  doctors  and  employees  may 
be  shifting  some  claims  from  health 
plans  to  workers'  compensation, 
which  is  supposed  to  cover  only  job- 
related  injuries.  The  mo- 
*  five:  For  injuries  in- 
curred off  the  job,  work- 
ers must  often  pay  a  share 
of  treatment  costs.  But  if 
the  injury  is  work-relat- 
ed, there's  no  co-pay. 

Some  doctors  may  en- 
courage the  switch  to 
workers'  comp  because 
there  is  less  scrutiny  of 
these  medical  bills.  In 
most  companies,  health 
and  workers'  comp 
claims  are  handled  by 
different  departments  or 
insurers;  in  part  because 
of  state  laws,  those  ad- 
ministering workers' 
comp  haven't  done  as 
much  to  control  medical 
costs.  So,  during  the 
1980s,  workers'  comp 
medical  costs  per  claim 
rose  50%  faster  than  oth- 
er medical  spending. 
This  problem  will  get  worse  as  the 
work  force  ages.  States  have  been 
allowing  more  workers'  compcnsa 
tion  claims  for  stress,  carpal  tunnel 
syndrome,  repetitive  trauma  injuries 
and  circulatory  problems.  These  mal 
adies  "can  have  work  causes,  but  arc 
also  diseases  of  aging,"  creating  even 
more  potential  for  cost  shifting, 
points  out  Dr.  Richard  Victor,  cxecu 

tive  director  of  the  Workers  (  ompen 
sation  Research  Institute. 

Ironically,  employers   themselves 
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From  Warsaw  to  Washington,  NPR's  Weekend  Edition  helps  you  keep 

up  with  the  signs  of  the  times  in  politics.  Not  to  mention  science,  business,  sports, 

and  the  arts.  Join  Scott  Simon  Saturdays  and  Liane  Hansen  on  Sundays 

and  hit  some  of  the  most  fascinating  parties  in  the  world.  For  the  NPR  station 

near  you,  call  National  Public  Radio  at  202-822-2323. 

National  Public  Radio's  Weekend  Edition 

Weekend  Edition  and  NPR  are  registered  trademarks  of  National  Public  Radio. 
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/•       The  past 
;  is  in  our  hearts. 

The  future 
is  in  our  minds. 

The  American  Indian  Tribal  Col- 
leges and  you  are  our  hope. 

There  are  twenty-seven  Tribal  Col- 
leges serving  Indians  on  reservations 
across  America.  In  an  atmosphere  of 
self-determination  and  pride,  these 
colleges  are  reversing  economic  stag- 
nation, restoring  Indian  traditions  and 
rebuilding  lives.  Yet,  financially,  the 
Tribal  Colleges  are  fighting  to  survive. 

Please  give  to  the  American  Indian 
College  Fund.  Your  contribution 
means  a  proud  Indian  future. 

*    l-776-FUND' 


Health  care  costs 

may  unwittingly  shift  costs  in  an  at- 
tempt to  save  money.  Pacific  Bell 
recently  found  that  employees  en- 
rolled in  HMOs  filed  more  mental- 
health-related  workers'  comp  and  dis- 
ability claims.  Why?  hmos  may  not 
provide  specialized  mental  health 
treatment  promptly  enough,  so  some 
patients  get  sicker.  Now  troubled  em- 
ployees call  an  800  number  and  are 
seen  by  a  professional  within  24 
hours.  Dr.  J.C.  Bisgard,  Pacific  Bell's 
medical  director,  says  the  company 
has  also  discovered  that  providing 
depressed  workers  expensive  inpa- 
tient treatment  saves  money  since 
they  return  to  work  sooner. 

Pacific  Bell  does  its  analyses  using 


Dr.  J.C.  Bisgard,  Pacific 
Bell's  medical  director, 
says  the  company  has  also 
discovered  that  provid- 
ing depressed  workers 
expensive  inpatient 
treatment  saves  money 
since  they  return  to 
work  sooner. 


files  stripped  of  all  names.  But  First 
Chicago  uses  its  database  to  monitor 
individual  employees'  health.  The 
computer  even  reminds  company 
nurses  when  employees  are  due  for  a 
blood  pressure  check. 

The  American  Civil  Liberties 
Union  frets  that  such  computerized 
data  may  fall  into  the  hands  of  super- 
visors or  co-workers.  To  allay  such 
fears,  FedEx  and  First  Chicago  use 
secure  computer  systems,  accessible 
only  to  medical  personnel. 

Will  employers  use  the  data  they  are 
accumulating  to  weed  out  less  healthy 
workers  and  malingerers?  For  better 
or  worse,  they  can't.  In  July  1992  the 
Americans  with  Disabilities  Act, 
passed  last  year,  will  come  into  force, 
making  it  illegal  for  employers  to 
refuse  to  hire  people  who  have  had 
health  problems.  The  law  might  well 
also  bar  employers  from  rejecting 
people  because  they  have  filed  work- 
ers' compensation  claims. 

Relentless  pressures  will  continue 
to  push  up  companies'  medical  care 
costs.  The  only  hope  employers  have 
is  to  figure  out  who's  consuming 
health  care  resources,  and  why.      H 
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Our  performance 
is  two  strongs. 


Twentieth  Century  Growth  Investors 


Average  Annual  Total  Return  as  of  March  31, 1991 

24.0%    15.7%    14.0%    22.6* 


1  Year 


5  Years 


10  Years    15  Years 


Twentieth  Century  Select  Investors 


Average  Annual  Total  Return  as  of  March  31, 1991 

16.2*    11.9*    16.2*    21.5* 

1  Year     5  Years    10  Years    15  Years 

Call  toll-free: 

1-800-345-2021 

Represents  past  performance.  Investment  return  and  principal 
value  will  fluctuate  and  redemption  value  may  be  more  or  less 
than  original  cost.  For  more  complete  information,  including 
charges  and  expenses,  call  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 


...So  strong  that 
Growth  Investors  and 
Select  Investors  were 
ranked  #2  and  #3 
out  of  360  funds  in 
the  country  for  their 
15 -year  performance 
ending  March  31, 1991, 
as  ranked  by  Lipper 
Analytical  Services, 
Inc.,  an  independent 
ranking  service. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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ATTENTION 

MUTUAL  FUNDS 
MARKETERS 

Here's  A  Great  Opportunity 
To  Reach  New  Prospects  Efficiently 

The  Forbes  Mutual  Funds  Portfolio 

A  Full  Color  Showcase  to  Advertise 
One  or  More  of  Your  Funds 

Take  advantage  of  this  low  cost,  high  response 
medium  with  a  1/2  or  1/4  page  ad  unit  in  full  color 
or  black  and  white. 

A  special  advertiser  bonus  is  that  the  Mutual  Funds 
Portfolio  will  appear  in  Forbes  popular  Mutual 
Funds  Issue.  This  Special  Issue  is  where  you'll  tune 
in  to  investors  who  want  to  know  all  about  your 
stock,  money,  bond  or  special  fund. 

Issue  date:  September  2, 1991 
Ad  closing:  July  8 

For  details,  call  Virginia  Carroll  (212)  620-2339. 
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An  alarming  lack 
of  progress  in  cleanup. 

When  Congress  enacted  the  Federal 
Superfund  program  in  1980,  the  goal  was  to 
quickly  clean  up  America's  most  dangerous 
hazardous  waste  sites.  Congress  and  many  others 
assumed  there  would  be  only  a  relatively  few  such 
sites  and  that  cleanup  costs  would  be  limited. 

Now,  after  a  decade  of  trying  to  make 
Superfund  work,  it's  clear  these  assumptions  were 
wrong  and  that  a  quick  fix  was  never  possible. 
What's  wrong  with  Superfund  and  why  has  so 
little  been  accomplished? 

The  problem  is  twofold.  First,  the  real  scope 
of  our  nation's  hazardous  waste  situation  is  far 
greater  than  Congress  anticipated.  With  1,200 
priority  sites  already  identified,  growing  numbers 
of  sites  are  being  found  in  every  state.  The 
Environmental  Protection  Agency  expects  that  by 
the  year  2000,  there  may  be  as  many  as  2,000 
priority  sites. 

With  rapidly  rising  cleanup  costs,  which 
now  average  about  $25  million  per  site,  the 
eventual  price  tag  is  staggering.  According  to  a  top 
government  agency,  cleaning  up  all  of  America's 
hazardous  waste  sites  could  take  from  30  to  60 
years  and  cost  up  to  $500  billion! 

A  second  problem  is  Superfund 's  alarming 
lack  of  progress  in  cleanup.  A  decade  and  billions 
of  dollars  later,  fewer  than  60  out  of  the  1,200 
sites  have  actually  been  cleaned  up. 

Why?  One  major  reason  is  Superfund 's 
liability  system.  It  requires  that  cleanup  be  paid  for 
by  establishing  liability -who  sent  what  waste,  how 
much  and  where -and  then  negotiating  or 
litigating  with  those  believed  to  be  responsible. 
While  this  sounds  good  in  theory,  it  hasn't 
worked  in  practice.  Instead,  the  result  has  been 
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delayed  cleanup  and  enormous  legal,  consulting 
and  other  costs  unrelated  to  cleanup. 

Compounding  the  problems 
instead  of  solving  them. 

This  is  because  working  out  who  pays  and 
how  much  for  cleanup  is  very  difficult.  Under 
Superfund,  anyone  who  simply  used  or  owned 
the  site  at  any  time  could  be  liable  for  the  entire 
cleanup  bill.  Users  can  include  major  corporations, 
small  businesses,  local  governments,  hospitals, 
nursing  homes,  schools,  even  individuals.  And  it 
does  not  matter  who  caused  the  harm  or  whetha 
they  did  any  thing  wrong.  Supertund's  retroactive 


system  to  achieve 

of  our  environment 


liability  provision  makes  parties  pay  for  past 
actions  based  on  today's  standards. 

For  example,  at  422  sites  almost  14,000 
parties  have  been  notified  that  they  could  be 
liable.  In  turn,  many  of  them  are  identifying  still 
others  who  contributed  in  some  way  to  the 
presence  of  waste  at  each  site.  And  since 
Superfund  liability  deals  with  past  waste  disposal, 
the  record  of  users  can  go  back  25,  30  or  even  40 
years  and  can  number  in  the  hundreds. 

The  result?  The  focus  on  cleanup  has  been 
lost  as  private  and  public  parties  spend  years  in 
difficult  but  unavoidable  negotiations  and 
litigation,  trying  to  work  out  agreements  that 
would  provide  funds  for  cleanup.  At  some  sites, 
more  money  has  been  spent  resolving  complex 
factual  issues  than  on  cleanup  itself.  This  does  a 
lot  for  lawyers  and  consultants,  but  very  little  for 
the  environment.  And  of  course,  these  costs  are 
eventually  passed  on  to  all  of  us  as  consumers  in 
higher  prices  for  goods  and  services.  Isn't  it  time 
to  stop  this  wasteful  process  and  get  on  with 
cleaning  up  our  environment? 

At  AIG,  we  think  so.  There  is  little  to  be 
gained  by  arguing  over  waste  disposal  that 
happened  long  ago.  America  needs  a  system  that 
will  promote  fast  and  effective  cleanup,  reduce 
unnecessary  legal  fees,  spread  the  cost  of  cleanup 
broadly,  and  encourage  responsible  waste 
management  practices  today. 

A  PROPOSED  SOLUTION: 
THE  NATIONAL  ENVIRONMENTAL  TRUST  FUND. 

To  accomplish  this,  we  have  proposed 
creating  a  National  Environmental  Trust  Fund, 
similar  to  the  National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusively  for  cleaning 
up  old  hazardous  waste  sites.  Superfund's  tough 


liability  provisions  would  still  apply  for  future 
pollution,  as  would  all  other  state  and  federal 
environmental  laws  designed  to  promote 
responsible  waste  management. 

One  way  this  fund  could  be  financed  would 
be  by  adding  a  separate  fee  to  commercial  and 
industrial  insurance  premiums  in  the  United 
States.  Even  a  modest  assessment,  say  2%  of 
premiums  and  an  equivalent  amount  for  self- 
insureds,  would  provide  about  $40  billion  over  the 
next  decade  -  more  than  enough  to  clean  up  the 
1,200  highest-priority  sites.  Without  endless  time 
and  money  spent  on  legal  debates  about  liability. 

A  national  advisory  board  consisting  of 
private  individuals,  industry  and  public  officials 
could  be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring  committees 
in  each  community.  These  groups  of  local  citizens, 
representatives  of  industry  and  others  would  work 
with  the  Environmental  Protection  Agency  and 
their  own  state  on  the  particular  cleanup  site- 
from  the  very  beginning  of  the  cleanup  effort. 

YOU  CAN  HELP 

We've  waited  long  enough  and  spent  enough 
money  in  the  courtrooms.  Now  it's  time  for 
action.  A  cleaner  America  should  be  all  Americans' 
shared  goal  and  shared  responsibility. 

To  express  your  views,  or  if  you  would  like 
further  information  about  AIG's  proposed 
National  Environmental  Trust  Fund,  write  to 
Mr.  M.R.  Greenberg,  Chairman,  American 
International  Group,  Inc.,  70  Pine  Street,  New 
York,  NY  10270. 

World  leaders  in  insurance 
and  financial  services. 


COMPUTERS/COMMUNICATIONS 


Intelligent  Electronics  is  the  hot  computer  distributor 
that  is  now  getting  into  retailing.  But  its  success  may  owe 
more  to  accounting  than  to  brilliant  merchandising. 

Goodwill  to  all 


By  Thomas  Jaffe 

"We  have  created  the  most  efficient 
distribution  system  in  the  industry," 
boasts  Richard  Sanford,  47,  founder 
and  chairman  of  Intelligent  Electron- 
ics. That's  quite  a  boast,  but  on  the 
surface  it  seems  justified.  Sanford's 
company  wholesales  computers — pri- 
marily Apples,  ibms  and  Compaqs — 
to  a  network  of  1,058  independent 
franchised  retail  dealers. 

While  competing  wholesalers  like 
MicroAge  and  soon-to-be-acquired 
Inacomp  Computer  Centers  are  re- 
porting dismal  results,  Sanford's  Intel- 
ligent Electronics  is  bubbling  over  with 
profit  gains.  Per-share  earnings  for  his 
Exton,  Pa. -based  company  have  just 
about  doubled  every  year  for  the  last 
four  years,  to  $2.09  for  the  fiscal  year 
ended  Oct.  31.  In  that  year  Intelligent 
netted  $29  million  on  sales  of  $1.5 
billion.  Over  the  six  months  through 
April  1991,  net  income  rose  63%,  to 
$20.5  million.  Since  last  fall  the  stock 
has  climbed  from  10%  to  37V2  before 
backing  off  to  a  recent  23. 

Is  Sanford  an  unusually  gifted  busi- 
nessman? Or  is  there  another  explana- 
tion for  these  dazzling  numbers? 

Look  closely  at  Intelligent's  bal- 
ance sheet.  It  is  top-heavy  with  good- 
will. Example:  Intelligent  Electronics 
recendy  announced  a  plan  to  acquire 
BizMart,  a  large  operator  of  office 
supply  stores,  for  $192  million  in 
cash.  BizMart's  tangible  book  value  is 
$71  million.  Thus,  if  IE  goes  by  Biz- 
Mart's  balance  sheet,  the  deal  will  add 
$121  million  to  Intelligent's  intangi- 
bles. When  the  deal  closes,  Intelligent 
will  show  a  net  worth  of  $239  mil- 
lion— but  only  $24  million  in  tangi- 
ble net  worth,  things  like  inventory 
and  receivables.  The  rest  is  goodwill. 

What  does  that  mean?  It  may  mean 
that  Sanford  has  been  buying  his 
growth  without  much  regard  to  what 
it  costs. 


As  an  accounting  item,  goodwill 
arises  when  one  company  acquires 
another  for  a  premium  over  the  book 
value  of  the  acquired  company's  tan- 
gible assets.  The  excess  over  book 
value  is  carried  as  "goodwill." 

Goodwill  can  be  as  valuable  as  tan- 
gible assets  or  even  more  so.  It  can 
cover  the  value  of  a  popular  brand 
name  or  of  an  exceptionally  efficient 
organization. 

Is  $258  million  (estimated  1991 
sales)  BizMart  a  terribly  profitable- 
company,  or  does  it  have  an  immense- 


ly valuable  name?  Neither.  It  has  lost 
money  every  year  since  1988,  the  year 
it  went  public.  Its  name  recognition 
among  the  personal  computer  buying 
public  is  low. 

Sanford  has  one  asset  that,  so  far  at 
least,  has  been  valuable.  He  has  been 
exceptionally  skillful  in  courting  stock 
analysts.  Wall  Street  by  and  large  lias 
smiled  on  the  company.  In  March 
investors  put  up  $96  million  ol  cash  to 
buy  new  Intelligent  shares  .it  a  price 
near  the  alltime  high  of  37V4.  The 
proceeds  from  the  stock  offering  will 
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be  swallowed  up  in  the  BizMart  deal. 
Shareholders  of  the  Graham  and 
Dodd  school  should  be  at  least  a  little 
dismayed  as  their  cash  is  transformed 
into  yet  more  goodwill. 

Who  is  Dick  Sanford?  A  former 
accountant  for  Arthur  Andersen  & 
Co.,  he  learned  the  computer  business 
under  Jack  Tramiel  at  Commodore 
International,  the  computer  maker, 
during  the  1970s.  In  the  early  1980s, 
as  Sanford  watched  IBM  and  Apple 
build  up  retailers  like  Businessland  and 
ComputerLand,  he  noticed  there  were 
thousands  of  office  products  dealers 
that  still  didn't  sell  computers.  He 
offered  to  get  them  products  to  sell  if 
they  would  become  his  franchisees. 
"We  penetrated  the  secondary  and 
tertiary  markets  of  this  country,  where 
a  stand-alone  computer  store  couldn't 
go,"  says  Sanford. 

Franchisees  like  Sanford's  buying 
clout  with  suppliers,  which  gets  him 
the  biggest  discounts  around.  He  is, 
for  instance,  the  biggest  distributor  of 
Apple  computers. 

BizMart  is  not  the  first  such  expen- 
sive, goodwill-creating  purchase  that 
Sanford  will  have  made.  In  December 
1988,  for  example,  he  paid  $63  mil- 
lion, cash,  for  Entre  Computer  Cen- 
ters, a  franchise  network  of  computer 
dealers.  Intelligent  got  a  very  small 
pile  of  net  tangible  assets,  amounting 
to  $5  million.  This  consisted  of  com- 
puters in  inventory,  receivables  and  so 
on,  minus  accounts  payable  and  other 
liabilities.  The  rest  of  the  purchase 
price,  $58  million,  was  recorded  as 


goodwill. 

Earnings?  Entre  netted  $2  million 
on  sales  of  $290  million  in  1988. 

Why  was  it  worth  1 3  times  tangible 
book  value  and  31  times  earnings? 
One  possibility:  Entre's  tangible  as- 
sets were  valued  very  conservatively 
on  its  books.  As  Intelligent  turns  over 
those  assets  (selling  offinventory,  col- 
lecting receivables  and  so  on),  it  cap- 
tures something  closer  to  the  true 
value  of  the  assets  in  its  income  state- 
ment. The  offsetting  charge — the  am- 
ortization over  20  years  of  $58  mil- 
lion in  goodwill — is  taking  place  at 
the  same  time,  but  very  slowly. 

It  works  like  this:  You  record  what 
amounts  to  inventory  gains  as  net 
profits,  but  there  remains  the  good- 
will you  incurred  in  buying  the  inven- 
tory cheaply.  The  gain  is  right  now, 
the  amortization  of  goodwill  is  spread 
over  many  years. 

Illegal?  Not  in  the  slightest.  But  the 
overall  effect  of  Intelligent's  busy 
pace  of  acquisitions  is  that  sharehold- 
ers ought  to  wonder  just  how  much 
real  earning  power  their  company  has. 
Consider  this:  During  the  past  two 
fiscal  years  Intelligent  reported  a  cu- 
mulative $68  million  of  pretax  profit. 
During  that  period  it  added  $96  mil- 
lion of  goodwill  to  its  balance  sheet. 

Could  Intelligent  sell  off  franchis- 
ing names  like  Entre  the  way  Philip 
Morris  can  sell  off  one  of  its  brand 
names?  Perhaps  the  franchise  agree- 
ments are  worth  money.  On  the  other 
hand,  the  longest  franchise  agree- 
ments Sanford  acquired  in  the  Entre 
deal  last  only  ten  years.  Another  of 
Intelligent's  franchising  groups. 
Connecting  Point  of  America  (ac- 
quired in  August  1989),  lets  franchi- 
sees terminate  their  agreements  with- 
in 60  days.  Also  note  that  computer 


buyers,  far  from  being  loyal  to  partic- 
ular stores,  can  be  a  fickle  bunch  who 
tend  to  buy  where  prices  are  best. 

The  pending  BizMart  deal  is  worri- 
some for  another  reason:  It  represents 
a  considerable  shift  in  the  way  Intelli- 
gent positions  itself  in  the  market- 
place. Intelligent's  existing  franchis- 
ing business  includes  only  a  handful  of 
company-owned  stores,  but  the  Biz- 
Mart operation  consists  entirely  of 
company-owned  stores.  For  the  mo- 
ment, the  57  BizMart  stores  are 
scarcely  in  the  computer  business  at 
all.  They  are  office  supplies  super- 
stores (competing  with  Staples  and 
Office  Depot)  that  get  only  14%  of 
their  sales  from  computers  and  the 
like.  Sanford's  intention  is  to  turn 
them  into  combined  office  supply  and 
computer  retailing  superstores. 

Yes,  the  superstore  concept  is  be- 
ginning to  hit  computer  retailing  in  a 
big  way.  Superstores  should  account 
for  15%  of  all  retail  computer  sales  by 
1994,  up  from  2%  now,  according  to 
projections  by  International  Data 
Corp.  These  warehouse -style  stores 
offer  wide  selection,  low  prices,  fast 
service  and  a  large  dose  of  clones. 

But  the  question  is  this:  Can  mixed- 
merchandise  superstores  like  the  ones 
Sanford  wants  to  create  through  Biz- 
Mart compete  favorably  with  those 
specializing  just  in  computers,  let 
alone  with  those  specializing  in  office 
supplies?  No  one  knows. 

A  few  months  ago  Sanford  himself 
was  doubtful.  "People  go  to  office 
supplies  superstores  to  buy  office  sup- 
plies, not  computers,"  he  told 
Forbes.  "Office  Depot  and  Staples 
are  fine  retailers.  But  computers 
aren't  their  business." 

The  rise  of  mass -market  computer 
discounters  also  potentially  threatens 
Sanford's  greatest  asset:  his  buying 
clout  with  manufactui  ers.  He  says  this 
isn't  a  problem.  In  his  own  super- 
stores, Sanford  fully  expects  to  carry 
the  major  manufacturers'  less  expen- 
sive products  alongside  clones — and 
expects  to  buy  them  at  deeper  dis- 
counts than  the  competition. 

But  others  aren't  convinced.  "Log- 
ic dictates  that  their  [Intelligent's] 
buying  edge  will  melt  away  the  mo- 
ment Apple  and  the  other  biggies  start 
selling  to  the  mass  market,"  says  a 
respected  industry  analyst.  "Then,  ev- 
eryone and  his  brother  will  be  able  to 


Forbes"  June  10,  1991 


105 


WHEN  YOUR  EMPLOYEE  IS  ON  THE  TABLE, 

YOU'RE  COUNTING  THE  MINUTES. 

BUT  WHO'S  COUNTING  THE  DOLLARS? 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©1991  EDS 


Caring  deeply  about  your  employees  and  being  concerned  about  the  skyrocketing 
costs  of  health  care  is  a  conundrum  for  many  corporations.  The  company  that 
finds  ways  to  increase  the  commitment  they  make  to  their  people  while  controlling 
the  cost  of  that  commitment,  is  the  company  with  the  competitive  edge.  EDS  has 
helped  a  variety  of  companies  acquire  this  competitive  edge  with  innovative 
applications  of  information  technology. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  well-known  record  of  developing  systems  and  software  for  a 
business's  individual  needs — not  off-the-shelf,  one-size-fits-all  solutions. 
In  fact,  no  one  else  has  as  much  systems  development  experience  in  as  many 
business  areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  an  information 
technology  company  with  a  longer  or  better  record  of  results. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable.  Information 
for  information's  sake  is  not.  EDS  can  help  evaluate  your  information  technology 
to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

We  provide  systems  management  for  giant  industry  leaders  and  small 
companies  on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibility,  so  you  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  never  been 
more  important.  And  even  though  you  can't  control  change,  you  can  take 
advantage  of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write 
EDS,  7171  Forest  Lane,  FB5,  Dallas,  TX  75230.  Or  call  (214)  490-2000,  ext.  305. 
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buy  at  pretty  much  the  same  price." 

But  suppose  Sanford  is  right,  that 
the  superstores  are  the  wave  of  com- 
puter retailing's  future.  Then  won't 
his  superstore  strategy  cannibalize 
sales  at  Intelligent's  existing  franchi- 
sees? Sanford  says  business  customers 
who  show  up  at  his  superstores  will 
get  referred  to  fellow  franchisee -deal- 
ers in  the  area.  But  many  franchisees 
aren't  buying  the  argument.  Sniffs  a 
top  franchisee:  "If  you've  ever  talked 
to  a  commissioned  sales  rep,  you 
know  there's  not  one  in  the  U.S.  who 
will  do  that." 

Sanford  says  the  franchisees  will 
play  a  role  in  managing  the  computer 
side  of  the  new  superstores.  But  one 
leading  franchisee  not  waiting  around 
is  John  Kovalcik  Jr.  He  runs  Philadel- 
phia-based Computerware,  a  chain  of 
seven  stores  in  the  Northeast  that  will 
have  1991  sales  over  S60  million.  This 
month  Kovalcik  is  opening  his  own 
computer  superstore  in  Cherry  Hill, 
N.J.  "We  will  continue  to  buy 
through  Intelligent,"  he  says,  "but 
the  business  is  changing  so  fast,  to- 
morrow it  may  be  half  through  them, 
half  from  the  manufacturers  directly. 
When  it  comes  down  to  a  razor-thin 
margin,  if  I'm  to  survive  I  have  to 
leave  myself  options." 

There  are  also  signs  that  the  growth 
of  Intelligent's  distribution  business 
is  slowing.  The  rate  at  which  the 
franchisees  purchase  through  Intelli- 
gent halved  between  January  1990 
and  this  January,  and  could  easily 
halve  again  by  next  year,  says  analyst 
Lise  Buyer  of  Cowen  &  Co.  More- 
over, the  number  of  dealers  Intelli- 
gent recruits — as  opposed  to  buys,  in 
acquisitions — has  been  dwindling. 
Lately  most  of  the  signups  are  small- 
timers  who  don't  even  stock  more 
than  one  brand. 

Finally,  Intelligent's  wholesale  rev- 
enues, which  once  came  overwhelm- 
ingly from  smaller  markets,  have  been 
shifting  increasingly  to  major  urban 
markets.  Include  company-owned 
stores,  and  40%  of  total  sales  now 
come  from  the  big  markets,  making 
them  vulnerable  to  superstores. 

Intelligent  Electronics'  impressive 
growth  could  go  into  reverse.  It's 
growth  that  seems  to  hinge  on  an 
ever-larger  dose  of  acquisitions  at  pre- 
mium prices.  How  long  can  this  go 
on?  Probably  not  very.  H 

108 


Your  once  unique  product  is  suddenly  being  sold 
by  every  Tom,  Dick  and  Harry.  Whaddya  do? 

Swatch  it 


By  Kathleen  K.  Wiegner 

Pierluigi  Zappacosta  makes  mice — 
the  kind  for  computers.  "You  hold 
hands  with  a  computer  with  a 
mouse,"  he  says.  Zappacosta  is  chief 
executive  of  Logitech  Inc.,  a  company 
that  has  between  35%  and  40%  of  the 
worldwide  mouse  market. 

Computer  mice  were  once  known 
only  to  artists,  draftsmen  and  other 
people  who  used  Apple's  Macintosh. 
But  with  the  growing  use  of  graphical 
user  interfaces,  like  Microsoft's  Win- 
dows 3.0,  all  kinds  of  people  are 
learning  how  to  use  the  lovable  and 
useful  rodents.  That's  good  news  for 
Zappacosta.  In  the  fiscal  year  ended 
Mar.  31,  1991  Logitech,  based  in 
Fremont,  Calif. ,  earned  S 1 2 .7  million 
on  sales  of  SI  55  million. 

But  now  everyone  wants  to  build  a 
better  mouse.  Apple  makes  its  own 


Logitech's  Zappacosta;  new 
mouse  with  hand-movable  ball 
It's  not  easy  competing 
with  Apple  and  Microsoft. 


mice.  Microsoft  also  sells  mice.  Tai- 
wanese-owned Mouse  Systems 
Corp.,  about  7  miles  from  Logitech, 
breeds  a  thoroughbred  mouse,  a 
SI 50  model  favored  by  computer 
jocks  who  use  expensive  Sun  or  Sili- 
con Graphics  workstations. 

There  isn't  much  to  a  mouse,  tech- 
nically speaking.  It's  basically  a  rubber 
ball  packaged  inside  a  plastic  box  with 
a  button  on  it.  When  vou  roll  the 
mouse  on  a  flat  surface,  an  arrow 
shaped  cursor  on  the  computer  screen 
moves.  Point  to  a  picture  of  a  trash 
can,  click  the  button,  and  you've  de- 
leted a  file. 

With  everybody  moving  into  its 
turf,  how  can  Logitech  possibly  stay 
profitable?  Zappacosta  has  done  it 
with  what  he  calls  the  Swatch  strategy: 
He  keeps  turning  out  different  de- 
signs of  mice  in  the  same  way  that 
Swiss  pop  watchmaker  Swatch  keeps 
coming  up  with  new,  creative  designs. 

Logitech  has  recendy  introduced 
mice  for  right-handed  people,  mice 
for  lefties,  mice  for  people  with  small 
or  large  hands,  and  cordless  mice  that 
operate  using  radio  frequencies. 

Windows  3.0  is  designed  for  a  two- 
button  mouse,  so  Logitech  went  Mi- 
crosoft one  better  and  now  sells  a 
three  button  mouse.  That  way  soft- 
ware developers  can  build  some  extra 
features  into  their  programs  to  take 
advantage  of  the  third  button.  Zappa- 
costa figures  that  even  though  some 
computers  and  software  programs 
come  with  a  standard  mouse  included 
at  no  extra  charge,  a  lot  of  people  are 
willing  to  buy  a  better  one. 

It's  not  easy  competing  with  giants 
like  Apple  and  Microsoft.  But  Zappa 
costa  has  this  in  his  favor:   For  the 
competition,  computer  accessories 

are  incidental,  while  for  him  they 
are  everything. 

The  prospect  of  being  put  out 
of  business  wonderfully  coneen 
(rates  the  mind.  IB 
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COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Like  politics,  engineering  involves 
compromise.  Seldom  do  engineering 
questions  have  one  right  answer;  usu- 
ally there  are  several — each  better  or 
worse,  depending  on  one's  point  of 
view.  So  it  is  with  reduced-instruc- 
tion-set computing,  the  coming  tech- 
nology in  the  computer  world.  Twen- 
ty-one companies — including  Com- 
paq Computer,  Digital  Equipment, 
Microsoft,  mips  Computer  and  Sili- 
con Graphics — formed  the  Advanced 
Computing  Environment  alliance  in 
April  to  create  a  standard  for  high- 
performance  computers  that  would 
be  based  on  so-called  Rise  designs. 

May  we  infer  from  this  that  Rise  is 
the  right  answer  now  in  computer 
engineering  and  the  older  technol- 
ogy, known  as  complex- instruction - 
set  computing,  is  wrong?  Not  quite. 
In  fact,  the  choice  is  not  that  clear; 
whether  RISC  or  CISC  is  superior  de- 
pends on  the  job  to  be  done.  In  the 
largest  market — computer  systems 
sold  for  commercial  and  business  use, 
rather  than  engineering  and  scientific 
use — it  won't  be  known  for  at  least  a 
year  which  technology  will  win,  or 
even  whether  there  will  be  a  winner. 
In  the  interim,  the  companies  outside 
the  Advanced  Computing  alliance 
will  try  to  discredit  it,  and  those  inside 
will  offer  only  promises,  not  products. 

The  central  question  is  not  whether 


RISC  is  better  than  cisc  in  some  abso- 
lute sense,  but  whether  it  is  enough 
better  to  prompt  business  computer 
users  to  abandon  CISC  computers, 
such  as  the  IBM  PC  and  the  Apple 
Macintosh,  in  favor  of  RISC -based 
computers  from  Sun  and  others. 

Consider  the  Rise  advantage  when 
it  comes  to  sheer  computing  speed. 
The  simplified  computer  language 
spoken  by  RISC  chips  is  nowhere  near  as 
rich  as  the  CISC  language  and  lacks  its 
vast  vocabulary,  but  Rise  chips  speak 
much,  much  more  rapidly.  However, 
the  degree  of  the  Rise  advantage  de- 
pends on  who  is  using  it.  For  example, 
in  engineering  tasks,  Rise  works  as 
much  as  five  times  faster  than  cisc,  but 
in  other  jobs  that  involve  less  number 
crunching,  like  word  processing,  RISC 
is  only  10%  to  50%  better.  As  a  result, 
for  most  business  users  the  RISC  advan- 
tage is  currently  too  small  to  offset  the 
absence  of  business  software  for  most 
Rise  computers. 

When  it  comes  to  cost,  too,  the  Rise 
advantage  is  sometimes  less  than 
.overwhelming.  RISC  microprocessors 
are  usually  cheaper  than  cisc  micro- 
processors because  they  are  smaller 
and  simpler.  But  in  RISC,  more  in- 
structions are  required  to  perform  a 
given  amount  of  computation.  That 
raises  the  system's  memory  require- 
ments, which  in  turn  raises  the  sys- 
tem's cost.  Moreover,  the  micro- 
processor by  itself  is  a  relatively  minor 
fraction  of  the  total  cost  of  a  comput- 
er. Indeed,  if  the  cost  of  basic  software 
is  included,  the  microprocessor  ac- 
counts for  less  than  a  tenth  of  the 
total.  You  could  give  away  the  proces- 
sors and  still  make  relatively  little  dif- 
ference in  the  total  system  cost. 

If  the  merits  of  RISC  in  business 
computing  are  debatable,  however, 
there  is  no  debate  in  technical  com- 
puting. Rise  has  won.  In  the  last  few 
years,  every  maker  of  technical  work- 
stations, from  Sun  to  Hewlett-Pack- 
ard to  IBM,  has  begun  selling  risc- 


based  products.  What  worries  com- 
mercial computing  companies  is  that 
these  workstations  are  beginning  to 
make  inroads  into  the  commercial 
market,  and  business  customers  who 
haven't  yet  adopted  Rise  are  increas- 
ingly asking  about  it. 

The  Advanced  Computing  Envi- 
ronment alliance  provides  something 
of  an  answer.  Its  goal  is  to  create  a 
two-processor  standard  that  will 
make  it  possible  to  run  the  same 
software  on  RISC  and  CISC  computers. 
The  promise  of  such  a  standard,  mem- 
bers of  the  ACE  alliance  hope,  will 
inspire  business  customers  to  contin- 
ue buying  CISC  computers,  confident 
that  any  future  transition  to  RISC  com- 
puters would  be  relatively  easy  be- 
cause the  same  programs  would  run 
on  either. 

The  alliance  will  affect  each  of  its 
members  differently.  Compaq  will  set 
the  pace,  because  it  has  the  most  to 
lose  if  the  next  RISC  processors  out- 
perform the  next  CISC  processors,  or 
arrive  much  earlier.  By  working  close- 
ly with  RISC-based  workstation  pio- 
neer Silicon  Graphics,  in  which  it 
recently  agreed  to  buy  a  minority 
interest,  Compaq  can  emerge  in  two 
or  three  years  as  a  significant  force  in 
RISC- based  products. 

The  alliance  may  also  give  dec  an- 
other chance  in  desktop  computing. 
To  date,  the  world's  second-largest 
computer  company  has  failed  in  that 
market,  despite  its  advantages  in  sales, 
service,  software  and  support.  How 
about  mips  Computer?  This  compa- 
ny, paradoxically,  will  find  it  hard  to 
profit  from  the  use  of  its  own  micro- 
processor as  the  Rise  portion  of  the 
ace  standard;  most  of  mips'  revenue 
will  come  from  architecture  royalties, 
which  tend  to  be  small. 

Microsoft  may  be  in  the  best  posi- 
tion of  all.  It  will  own,  or  have  a  large 
interest  in,  both  of  the  proposed  ace 
operating  system  standards  and, 
thereby,  may  have  even  more  power 
to  direct  the  course  of  the  RISC  market 
than  it  has  in  the  personal  computer 
market,  which  is  considerable. 

Don't  look  for  any  of  this  to  hap- 
pen soon,  however.  It  will  be  early 
1992  before  we  know  whether  cus- 
tomers will  buy  ace  computers,  and 
that's  what  counts.  Real  industry 
standards  are  set  by  customers,  not 
by  committees.  iH 
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Summer  is  here,  and  so  are  the  deer  ticks  that  spread 
Lyme  disease.  Sadly,  the  bacteria  that  cause  the 
illness  remain  a  mystery  to  researchers. 


Where's  the  bug! 


5 


By  Reed  Abelson 

Before  Lyme  disease  shattered  her 
life,  Karen  Vanderhoof-Forschner 
lived  happily  as  head  of  a  nonprofit 
research  group  with  her  accountant 
husband  and  their  three  cats  and  two 
dogs  in  their  home  in  a  wooded  part 
of  Connecticut's  Fairfield  County. 
Then,  in  1984,  she  and  her  husband 
independently  contracted  the  disease 
,  after  being  bitten  by  a  freckle- 
size  deer  tick.  Since  she  was 
pregnant  at  the  time,  Vander- 
hoof-Forschner says,  she 
passed  Lyme  disease  to  her  son 
Jamie,  now  5,  who  suffered 
neurological  damage.  As  an 
infant,  Jamie  had  bouts  of 
Bell's  palsy,  in  which  one  side 


of  his  face  was  paralyzed. 

Today  Vanderhoof-Forschner  is 
desperate  to  know  if  she  and  her 
family  are  cured  or  if  they  can  look 
forward  to  still  more  problems.  Yet 
doctors,  using  commercially  available 
tests,  can't  give  her  any  answers.  To 
get  answers,  she  has  devoted  her  life 
to  advancing  research.  She  founded 
the  Tolland,  Conn. -based  Lyme  Bor- 
reliosis  Foundation,  of  which  she  is 
chairman.  Over  the  last  three  years  she 
has  had  all  five  of  the  family  pets, 
which  had  the  dis- 
ease, put  to  sleep 
since  they  couldn't 
be  cured.  Their  tis- 
sue was  sent  out  to 


Deer  tick, 
magnified  160 
times,  and  life  size 
Pull  it  out,  by  the 
head,  with  twee- 
zers. Don't 
squeeze,  burn  or 
crush  it.  Don't 
smother  it. 


be  used  for  research.  "Their  parts  are 
spread  across  the  country  to  work  in 
diagnostic  tests,"  she  says. 

Scientists  haven't  been  much  help. 
Universities  and  large  corporations 
are  now  working  to  develop  a  test  that 
would  directly  detect  the  presence  of 
the  spirochete  bacteria  that  cause  the 
disease.  The  government  started  offi- 
cially counting  cases  of  the  disease  in 
the  early  1980s,  yet  doctors  still  can't 
say  with  complete  confidence  who  has 
the  disease  and  whether  existing  treat- 
ments offer  a  complete  cure.  Untreat- 
ed people  with  the  disease  can  devel- 
op chronic  arthritis  and  neurological 
problems  like  meningitis,  facial  paral- 
ysis and  in  rare  cases,  dementia. 

Last  year  a  half- million  tests  were 
performed  in  the  U.S.  The  good  news 
about  Lyme  disease  is  that  it  is  usually 
curable  with  ordinary  oral  antibiotics 
like  doxycycline — as  long  as  the  infec- 
tion is  caught  within  three  to  five 
months  of  the  onset  of  early  symp- 
toms. Later,  more  extensive  antibiot- 
ics treatment  may  be  necessary,  and  in 
a  few  cases  permanent  damage  may 
have  occurred. 

The  bad  news  is  that  diagnosing  the 
disease  can  be  very  tricky.  While  an 
estimated  60%  of  Lyme  patients  have 
a  telltale  reddish  or  purplish  bull's-eye 
target  rash  radiating  around  the  tick 
bite  (see  photo,  p.  112),  40%  have  no 
rash.  Without  the  rash,  diagnosis  can 
be  exceedingly  difficult.  People  dis- 
play different  symptoms,  and  many  of 
their  complaints — severe  headaches, 
aching  joints,  a  stiff  neck  or  fatigue — 
can  point  to  a  myriad  of  other  ail- 
ments. Doctors  who  failed  to  recog- 
nize the  disease  a  decade  ago  may  now 
be  overdiagnosing  it,  missing  other 
serious  illnesses  and  giving  patients 
months — sometimes  years — of  anti 
biotics,  perhaps  needlessly. 

The  antagonist  in  this  morality  tale 
is  a  spiral-shaped  bacterium  called 
Rorrelia  burgdorferi.  It  isn't  related  to 
the  department  store  it  sounds  like, 
but  under  the  microscope  burgdorferi 
looks  a  lot  like  other  bugs — those,  for 
instance,  that  cause  syphilis  mk\  gum 
disease  (gingivitis).  It  is  also  distantly 
related  to  numerous  other  bacteria 
that  inhabit  human  bodies.  Current 
tests  therefore  register  frequent  false 
positives. 

Research  for  improving  the  tests  is 
difficult  to  carry  out.  That's  because 
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Whether  you're  challenged  by  a  small  white 
ball  lying  in  three  inches  of  water,  or  the  need  to 
enhance  the  communication  capabilities  of  your 
business,  unique  problems  demand  innovative 
solutions.  For  many  businesses,  these  challenges 
have  been  turned  into  opportunities  with  the  help  of 
Ameritech. 

Ameritech  provides  advanced  communications 
and  information  products  and  services  to  more  than 
12  million  customers  in  the  Great  Lakes  Region. 
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communications  technologies,  our  businesses  are 
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mobile  communications,  lease  financing,  and  phone 
directory  products. 

Together,  Ameritech 's  communications 
businesses  provide  the  information  you  need . . . 
when  and  where  you  need  it  the  most. 

To  see  how  the  tough  shots  are  made,  watch 
the  pros  in  golf  at  the  Ameritech  Senior  Open.  Live 
tournament  coverage  from  Stonebridge  Country  Club 
in  Aurora,  Illinois,  July  20  and  21  on  CBS. 

To  learn  how  innovative  communications 
solutions  can  meet  the  demands  of  your  business, 
talk  to  the  pros.  Ameritech. 
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the  bug  is  present  only  in  tiny  num- 
bers and  reproduces  very  slowly, 
which  makes  growing  a  culture  ex- 
tremely hard. 

Rather  than  wait  for  test  results  that 
may  be  inconclusive,  many  doctors 
simply  prescribe  antibiotics  or  else 
rely  on  antibody  tests.  These  tests, 
which  show  a  person  has  had  a  natural 
immune  response  to  burgdorferi,  can 
also  be  unreliable.  Last  year  the  Cen- 
ters for  Disease  Control  studied  20 
different  antibody  tests  and  discov- 
ered a  troubling  amount  of  disagree- 
ment among  laboratories.  Given  the 
same  samples,  different  labs  found 
different  results,  and  even  the  same 
labs  would  get  different  answers  on 
different  tests. 

Inaccurate  tests,  coupled  with  a 
public  eager  to  be  diagnosed  with  a 
treatable  disease,  have  led  to  both 
overdiagnosis  and  underdiagnosis  of 
the  disease.  Daniel  Rahn,  clinical  di- 
rector of  Yale's  Lyme  Disease  Pro- 
gram, describes  the  experience  of  a 
typical  research  center  where  people 
with  Lyme  disease  are  referred.  More 
than  half  of  the  referrals  didn't  actual- 
ly have  the  disease,  he  says.  In  one 
case,  a  patient,  who  was  brought  in 
with  swollen  knees,  should  have  been 
sent  to  an  orthopedic  surgeon  for  torn 
cartilage.  Rheumatoid  arthritis  is  also 
commonly  mistaken  for  Lyme  dis- 
ease. Other  conditions  are  going  un- 
diagnosed and  untreated. 

Scientists  are  therefore  working  on 
faster,  more  accurate  tests.  Rocky 
Mountain  Laboratories,  a  part  of  the 
government's  National  Institute  of 
Allergies  &  Infectious  Diseases,  has 
developed  a  protein  that  is  used  in 
several  versions  of  a  test  now  under 
review  by  the  Food  &  Drug  Adminis- 
tration. If  antibodies  are  present  in  a 
blood  sample,  they  will  bind  to  the 
protein,  producing  a  positive  reac- 
tion. The  test  will  be  marketed  to 
clinical  laboratories  by  a  small  San 
Diego  outfit,  General  Biometrics  Inc. 

But  even  an  antibody  test  can  be 
inconclusive.  That's  because  people 
can  produce  antibodies  without  nec- 
essarily having  Lyme  disease.  A  divi- 
sion of  Swiss  pharmaceutical  giant 
Hoffmann- LaRoche  is  working  on  a 
more  definitive  approach:  a  test  for 
the  presence  of  live  burgdorferi. 
Roche  Biomedical  Laboratories  uses 
enzymes  that  act  as  biomolecular  scis- 
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Telltale  target  rash  appears  a  day  to  a  few 
weeks  after  the  tick  bites 
Caution:  Only  60%  of  people  who  get 
Lyme  disease  get  the  rash. 


sors  to  snip  off  a  particular  sequence 
of  burgdorferi1?,  genetic  material. 
Then,  using  so-called  gene  amplifica- 
tion technology  licensed  from  Cetus 
Corp.,  Roche  initiates  a  chain  reac- 
tion that  rapidly  produces  millions  of 
copies  of  that  gene  sequence  so  it  can 
be  easily  identified. 

Roche  expects  the  test  to  be  avail- 
able later  this  summer,  but  getting  the 
test  to  work  was  a  formidable  task. 
Researchers  working  on  the  Roche 
test  had  difficulty  controlling  the 
gene  amplification  reaction  and 
quickly  found  their  laboratory  con- 
taminated by  overflow  of  burgdorferi 
genetic  material.  If  a  tiny  amount  of 


the  product  makes  its  way  into  re- 
agents (controls),  even  a  lab's  ventila- 
tion system,  the  laboratory  may  well 
produce  only  positive  results. 

Slowly,  researchers  are  moving 
closer  to  their  goal  of  developing  a 
vaccine.  Last  October  experiments  at 
the  Yale  University  School  of  Medi- 
cine showed  that  mice  can  be  vacci- 
nated against  the  disease.  But  more 
work  remains  to  be  done.  "It's  an 
open  question  whether  it  works  on 
humans,"  says  David  Persing,  a  pa- 
thologist at  the  Mayo  Clinic. 

As  close  as  scientists  are,  a  human 
vaccine  could  remain  a  decade  away. 
For  now,  American  Home  Products 
introduced  a  Lyme  disease  vaccine  for 
dogs  last  summer,  although  questions 
have  been  raised  about  its  effective- 
ness. Like  humans,  dogs  can  often  be 
difficult  to  diagnose  with  the  disease, 
but  many  develop  arthritis.  They  may 
run  a  fever  or  seem  sluggish. 

Until  better  tests  and  treatments 
come  along,  the  best  advice  is  not  to 
get  bitten.  Expose  as  little  of  yourself 
as  possible;  wear  light-colored  cloth- 
ing, which  makes  it  easier  to  spot 
ticks;  and  use  insect  repellent  with 
diethyl  toluamide  ("deet"). 

If  you  find  a  tick,  immediately  re- 
move it  by  slowly  pulling  it  out,  by  the 
head,  with  tweezers.  Ticks  need  to 
feed  for  at  least  24  hours  to  transmit 
the  bacteria.  Don't  squeeze,  burn  or 
crush  the  tick — that  could  release  the 
bacteria.  Don't  attempt  to  smother  it 
in  petroleum  jelly;  that  doesn't  work 
and  allows  the  tick  to  continue  feed- 
ing. Watch  the  bite  for  the  rash. 

You  can  take  the  tick  to  your  doctor 
for  an  insect  identification  (about 
$25),  but  the  information  won't  be 
very  helpful.  Unfortunately,  there  is 
no  commercial  test  on  the  tick  that 
will  tell  whether  the  tick  harbors  the 
bacteria.  Doctors  also  advise  against 
taking  antibiotics  after  every  tick  bite, 
as  the  medicine  may  cause  harmful 
side  effects. 

It  is  believed  the  infection  rate  of 
deer  ticks  in  some  parts  of  the  North- 
east could  be  as  high  as  50%  .  Rates 
are  lower  elsewhere  in  the  country, 
though  different  insects  can  cany  the 
disease.  The  one  consolation,  from 
Eugene  Shapiro,  an  associate  profes 
sor  of  pediatrics  and  epidemiology  at 
Yale:  Lots  of  people  get  bitten  but 
don't  get  sick.  Hi 
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Westinghouse.  We're  the  world  leader 
in  electrical  energy  technologies  today- 
and  in  creating  those  of  tomorrow. 


Our  world  depends  on  a  mix 
of  reliable  electrical  energy 
technologies.  Today,  Westinghouse 
turbine-generators,  combustion 
turbines,  and  combined  cycle  plants 
supply  millions  of  megawatt-hours 
of  electricity  on  almost  every 
continent.  Nearly  half  the  world's 
nuclear  energy  plants  are  based  on 
our  technology.  And  we're  com- 
mitted to  providing  the  technolo- 
gies, products,  and  services  to 
support  operating  plants. 

For  the  future,  this  mix  will 
have  to  continually  evolve,  adding 


alternate  energy  sources  to  keep 
pace  with  increasing  demand. 
And  once  again,  Westinghouse  is 
working  with  promising  new 
technologies. 

Like  solar  photovoltaic  systems 
that  can  provide  a  renewable 
source  of  electricity  for  the  60% 
of  the  world  that  is  not  connected 
to  an  electrical  grid.  Advanced, 
simplified  reactor  designs  employ- 
ing passive  safety  systems  and 
modular  construction  techniques 
for  reliable,  low-cost,  environ- 
mentally sound  nuclear  plants. 
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Highly  efficient,  pollution-free 
solid  oxide  fuel  cells.  New  ways  to 
burn  coal  more  efficiently  and 
cleanly.  And  powerful  supercon- 
ducting magnets  for  storing  huge 
amounts  of  electricity  to  use  on 
demand. 

All  of  this  from  the  company 
that  pioneered  the  Age  of 
Electricity  more  than  100  years 
ago.  The  company  with  a  commit- 
ment to  total  quality  that  results 
in  greater  value  to  our  customers. 
Westinghouse.  We're  a  company 
you  should  get  to  know  better. 


You  can  be  sure...if  it's  Westinghouse 
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Desktop  schools 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Liability:  The  Legal 
Revolution  and  Its  Consequences. 


Of  all  the  indignities  of  adoles- 
cence, few  surpass  being  confined  in  a 
seedy  classroom  by  a  bad  teacher  on  a 
warm  spring  afternoon.  Some  in- 
spired teachers  love  their  subjects  and 
teach  accordingly.  Others — mam- 
others,  if  memory  serves — inspire 
nothing  but  stupefying  boredom. 

Our  national  embarrassment  is 
now  acute.  Again  and  again,  we  de- 
clare a  grand  new  objective,  a  revised 
educational  mission,  a  rediscovered 
federal  commitment.  And  five  years 
later,  without  fail,  we  again  find  our- 
selves graduating  a  plodding  queue  of 
innumerates,  illiterates  and  intellectu- 
al failures.  The  stages  of  educational 
reform  have  come  to  resemble  the 
Mock  Turtle's  four  branches  of  arith- 
metic: Ambition,  Distraction,  Uglifi- 
cation  and  Derision. 

So  now  we're  going  to  try  school 
choice,  a  good  idea  and  at  this  point 
an  inevitable  one.  The  nation  that 
offers  teenagers  179  competing 
brands  of  candy  bars,  and  19  acne 
treatments  to  follow,  is  ready  at  last  to 
try  competition  in  the  teaching  of 
physics  or  philosophy. 

But  it's  not  schools  that  fail  to 
teach,  it's  teachers.  The  kind  of  choice 
we  ultimately  need  is  not  only  a  choice 
of  institutions  but  a  wide  choice  of 
instructors.  A  truly  competitive  edu- 
cational svstem  will  locate,  mass  mar- 
ket  and  richly  reward  the  inspired 
pedagogue. 

As  discussed  in  a  gem  of  an  article 
by  James  Mecklenburger  in  last  Octo- 
ber's issue  of  Phi  Delta  Kappan,  the 
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classroom  is  a  technology  of  sorts — a 
technology  of  communication— * 
rooted  in  19th-century  methods  and 
capabilities.  New  computing  and  tele- 
communications technologies,  if 
tried  at  all,  are  just  shoehorned  into 
the  old  pedagogical  footwear.  We 
should,  instead,  be  reinventing  the 
classroom  from  scratch.  "In  the  era  of 
electronic  learning,"  Mecklenburger 
argues,  "school  is  where  the  learner  is. 
Used  well,  electronic  devices  can  be 
desktop  classrooms  or  desktop 
schools." 

A  few  of  the  new- era  educational 
schemes  are  already  being  explored. 
Whittle  Communications  and  Turner 
Broadcasting  have  made  their  first, 
timid  forays  into  mass  schooling  over 
the  electronic  media.  Teaching  Co.,  a 
small  company,  markets  video  lec- 
tures by  the  very  best  college  instruc- 
tors from  across  the  country.  A  recent 
study  by  Deloitte  &  Touche  surveys 
other  ways  in  which  new  fiber-optic 
networks,  with  their  capacity  for 
transmitting  almost  unlimited 
amounts  of  information,  can  help 
transform  the  face  of  education.  But 
all  in  all,  we've  scarcely  begun  to 
explore  the  possibilities. 

Schools,  of  course,  teach  much 
more  than  the  three  R's,  and  no  com- 
bination of  computer  and  television  is 
soon  going  to  displace  the  counselor, 
comforter,  cajoler  and  surrogate  par- 
ent we  call  a  primary-school  teacher. 
But  by  the  time  students  are  in  their 
early  teens,  teaching  is — or  should 
be — a  simpler  enterprise;  thereafter,  a 
teacher's  knowledge,  enthusiasm,  el- 
oquence and  love  of  subject  become 
paramount.  The  trick  at  that  stage  is 
to  connect  the  gifted  teacher  with  as 
many  students  as  possible. 

New  computer  and  telecommuni- 
cations technologies  allow  such  con- 
nections to  be  made  in  almost  limit- 
less quantity:  Through  glass  fibers, 
video  screens  and  computer  terminals 
a  single  great  teacher  can  reach  almost 
any  number  of  students.  And  not  just 
students  sitting  passively  in  front  of  a 
television;  the  connection  can  be  in- 
teractive, complemented  with  com- 


puter-aided exercises  and  continuous 
electronic  assessment  of  progress,  en- 
riched by  animation  and  sound.  In  the 
not-too-distant  future,  a  gifted  teach- 
er will  be  able  to  appear  in  any  number 
of  locations  at  once,  a  "virtual  reality" 
far  more  vivid  and  inspiring  than 
many  of  the  drones  whose  in -the - 
flesh  ineptitude  closes  the  minds  of 
countless  young  people  today. 

Much  of  education  as  we  remem- 
ber it  is  therefore  obsolete.  Our 
schools  and  colleges  may  still  serve 
some  function  as  social  centers  or 
juvenile  prisons,  but  they  have  less 
and  less  to  offer  as  places  of  learning. 

The  university  is  now  the  greatest 
anachronism  of  all,  a  throwback  to 
the  days  when  scholars  had  to  con- 
gregate around  a  few  scarce  libraries 
if  they  wanted  to  consult  references 
or  interact  with  intellectual  peers. 
Today  an  immense  library  is  accessi- 
ble through  any  phone  jack.  Mean- 
while, once -great  universities  no 
longer  need  libraries  at  all,  as  they 
are  too  busy  teaching  the  oral  tradi- 
tions of  lesbian  headhunters  in  New 
Guinea. 

I  intend  only  a  little  disrespect  here; 
the  marvel  of  a  really  good  teacher  is 
that  he  can  take  a  subject,  no  matter 
how  seemingly  irrelevant,  and  use  it 
to  teach  what  really  matters,  an  abid- 
ing love  for  the  pursuit  of  knowledge. 
Some  teachers  do  just  that,  with  con- 
summate skill.  Parents  and  students 
recognize  them  quickly  enough.  Of- 
fer ready  access  to  the  greatest  teach- 
ers, and  many  a  student  will  confound 
the  pessimists.  Electronic  means  for 
mass  marketing  such  teachers  are  al- 
ready close  at  hand.  What  we  need 
now  is  the  commitment  to  deploy  the 
necessary  technologies  and  the  cour- 
age to  shut  down  the  outmoded  class- 
rooms that  provide  employment  to  sa 
many  incompetents  today. 

Nothing  is  ever  going  to  stop  teen 
agers  from  feeling  twitchy  in  spring, 
and  no  lecture  on   the   biology  of 
reproduction,  whether  live  or  by  wire, 
is  ever  going  to  be  more  interesting 
than    direct,    off-premises    research. 
But  after  seduction,  which  it  in  many 
ways  resembles,  teaching  is  the  high 
est  challenge  in  communication.  The 
choice  we  need  in  education  today 
must  extend  right  down  to  the  class 
room,  and  tar  beyond  the  faculty  of 
any  one  school.  tM 
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No  matter  how  romantic  a  newly  married  couple  may  feei,  they  can't  ignore 
the  statistics:  Fifty-fifty  they'll  end  up  divorced.  A  prenuptial  agreement  can 
avoid  great  future  pain  at  the  cost  of  a  little  present  unpleasantness. 

Share  and 
share  unalike 


By  William  G.  Flanagan  and  David  Stix 
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Ah,  June,  and  romance  is  in  the  air. 
Young  couples  are  registering  their 
china  and  silverware  patterns,  lining 
up  caterers,  florists  and  photogra- 
phers. They  should  also  be  consulting 
their  lawyers. 

Once  reviled  by  everyone  from 
gold  diggers  to  romantics,  prenuptial 
agreements  are  becoming  common- 
place. Especially  when  there  are  sub- 
stantial assets  and/or  previous  chil- 
dren involved. 

With  half  of  all  U.S.  marriages  end- 
ing in  divorce,  more  and  more  people 
are  hearing — and  experiencing — hor- 
ror stories  involving  court-ordered 
division  of  assets.  So  a  lot  of  couples 
these  days  are  no  more  willing  to  leave 
the  division  of  property  to  divorce 
lawyers  and  the  courts  than  they  are  to 
let  the  state  whack  up  their  estates 
willy-nilly  after  they've  gone. 

Perhaps  because  they  have  been 
through  the  pain,  people  in  second 
marriages  are  more  likely  to  opt  for 
prenups  than  people  marrying  for  the 
first  time.  Gary  Skoloff,  chairman  of 
the  family  law  section  of  the  American 
Bar  Association  and  a  practicing  ram 
ily  law  attorney,  says,  "I  will  bet  more 
than  half  of  the  people  going  into  a 
second  marriage  with  any  substantial 
assets  [have  an  agreement]." 

Adds  Leonard  Loeb,  who  has  been 
practicing  family  law  since  1 960  and  is 
past  chairman  of  the  ABA'a  family  law- 
section  and  past  president  of  the 
American  Academy  of  Matrimonial 
Lawyers:  "Anybody  of  any  means  [a 
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"I  don't  think  the 
moneyed  spouse-to-be 
should  get  an  agreement, 
and  then  simply  have 
the  other  party  sign  it. 
It  might  be  considered 
suspect." 

-Barbara  Handschu, 
chairman  of  the  family  law 
section  of  the  New  York 
State  Bar 


person  with  a  net  worth  of  over 
$500,000]  who  is  marrying  should  at 
least  consider  the  efficacy  of  a  prenup- 
tial  agreement." 

You  don't  have  $500,000?  You 
may  have  by  the  time  a  divorce  rolls 
around.  And  if  those  assets  are  tied  up 
in  a  business  or  partnership,  you 
might  be  forced  to  sell  or  even  bank- 
rupt the  business  in  order  to  meet  a 
divorce  setdement.  This  happens  so 
often  in  the  case  of  partnerships  that 
prenups  are  often  insisted  upon.  For 
the  spouses  of  partners  are,  in  effect, 
additional  silent  partners. 

"In  many  cases  I  have  guys  sitting 
in  my  office  who  didn't  want  a  pre- 
marital agreement,  but  their  partners 
made  them,"  says  Skoloff 

More  and  more  couples  are  taking 
charge  of  their  own  financial  affairs 
rather  than  risk  having  a  judge  or  state 
law  decide  their  fates.  The  laws  and 
judges'  opinions  can  be  bizarre. 

In  Connecticut,  for  example,  all 
inheritancesLare  deemed  marital  prop- 
erty, no  matter  when  acquired — be- 
fore or  during  a  marriage.  If  a  wealthy 
girl  marries  a  poor  boy  and  they  di- 
vorce, the  husband  can  walk  away 
with  half  the  inheritance. 

In  New  York,  courts  awarded  a 
divorced  spouse  40%  of  the  value  of 
the  ex's  medical  license  because  the 
spouse  had  helped  pay  medical  school 
expenses. 

However,  New  York  might  be  a 
better  place  to  split  than,  say,  Califor- 
nia, at  least  for  the  spouse  who  has 


accrued  most  of  the  assets  over  the 
course  of  a  marriage.  For  California  is 
a  community  property  state,  along 
with  Arkansas,  Idaho,  Louisiana,  Ne- 
vada, New  Mexico,  North  Carolina 
and  Texas.  In  such  states,  virtually 
everything  acquired  during  a  mar- 
riage (save  inheritances)  is  considered 
to  be  equally  owned  by  both  spouses. 

All  other  states  (except  Mississippi) 
and  the  District  of  Columbia  mandate 
that  property  acquired  during  mar- 
riage be  divided  equitably,  not  neces- 
sarily equally.  But  who  determines 
what  is  equitable?  The  courts — and 
"jt's  uncertain  in  many  instances  how 
the  courts  will  rule,"  writes  Gail  J. 
Koff,  a  lawyer  and  author  of  Love  and 
the  Law  (Simon  &  Schuster,  $9.95). 

Besides  settling  property  ques- 
tions, prenups  can  set  financial  and 
other  ground  rules  for  a  marriage. 

Koff,  for  example,  who  is  a  found- 
ing partner  of  Manhattan  law  firm 
Jacoby  &  Meyers,  has  a  prenup  with 
her  husband,  Ralph  Brill,  a  business- 
man with  real  estate,  architectural  and 
venture  capital  interests  in  the  Hud- 
son River  Valley.  Neither  spouse 
wanted  to  relocate.  Their  prenup 
spells  out  details  of  their  commuting 
marriage,  who  pays  what  expenses, 
the  terms  of  separate  and  joint  vaca- 
tions, even  their  disagreement  over 
how  many  kids  they  would  have.  For 
the  first  few  years  of  marriage,  the 
prenup  was  amended  by  both  parties 
annually — on  their  anniversary  week- 
end. Now,  13  years  later,  they  contin- 


ue to  maintain  their  businesses  and 
residences,  and  have  three  kids — one 
more  than  Gail  had  advocated  in  the 
prenup. 

Sound  pretty  unromantic?  "It 
turned  out  to  be  a  very  positive  vehicle 
for  communication,"  Koff  writes  of 
the  agreement. 

The  big  knock  against  prenups,  of 
course,  is  that  they  are  often  perceived 
as  favoring  the  spouse  with  the  most 
money.  Isn't  marriage  all  about  share 
and  share  alike? 

Maybe,  but  take  the  case  of  Laing  v. 
Laing.  Amy  Kalisch  Laing  and  Joseph 
Laing  married  in  New  York  in  1985. 
She  was  the  beneficiary  of  two  trust 
funds  and  owned  a  seat  on  the  Ameri- 
can Stock  Exchange.  He  was  a 
"sound  engineer"  in  a  Manhattan 
disco,  making  about  $30,000  a  year, 
with  no  other  assets.  After  four  weeks 
of  marriage,  they  split. 

Without  a  prenup,  he  might  have 
been  entitled  to  a  hefty  portion  of  her 
assets. 

But  the  couple  had  indeed  signed  a 
prenup  agreement  providing  that  ex- 
isting and  subsequently  acquired  as- 
sets were  to  remain  separate  property. 
When  the  divorce  became  final  five 
years  later,  Joseph  Laing  sued  to  void 
the  agreement,  saying  he  was  unem- 
ployed and  would  have  to  live  with  his 
mother  unless  he  received  support. 
The  court  said  tough  luck,  the  prenup 
was  still  valid. 

Of  course,  not  every  prenup  with- 
stands legal  challenge.  Some  are  ruled 
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invalid  because  they  are  deemed  un- 
fair. In  Missouri,  for  example,  courts 
have  treated  prenups  harshly  when  a 
woman  waives  her  right  to  alimony. 

And  a  prenup  perceived  as  too  lop- 
sided might  not  hold  up  later  on, 
especially  when  the  marriage  lasts  for 
years  and  there  are  children.  Gary 
SkolorT  recalls  the  case  of  a  New  Jersey 
woman  married  for  ten  years  to  a  man 
20  years  older  than  herself.  The  cou- 
ple had  one  child,  and  she  was  preg- 
nant with  a  second.  She  was  a  teacher, 
and  owned  very  little. 

They  had  signed  a  prenup  agree- 
ment in  which  she  had  waived  all 
alimony  and  equitable  distribution  of 
assets,  except  for  what  her  husband 
put  in  her  name.  Her  name  wasn't 
even  on  the  deed  to  their  SI  .5  million 
house.  Yet  her  husband  was  worth 
S20  million. 

The  judge  told  the  defense  counsel 
that  the  law  was  against  her,  but  the 
facts  were  for  her.  The  case  was  then 
settled  out  of  court,  with  the  husband 
setting  up  a  substantial  trust  fund  to 
support  her  and  the  kids.  She  did  not, 
however,  get  any  of  his  capital. 

Prenups  that  are  perceived  as  hav- 
ing been  rammed  down  a  soon-to-be 
spouse's  throat  can  likewise  face 
rough  going  if  later  challenged. 

SkolofF  cites  the  case  of  the  New- 
Jersey  bride  who  first  saw  the  prenup 
agreement  the  night  before  the  wed- 


ding, when  she  refused  to  sign  it. 

But  the  husband  persisted,  and  two 
hours  before  the  ceremony,  he  threat- 
ened to  go  on  the  honeymoon  to 
Canada  alone  unless  she  signed — 
which  she  did.  The  marriage  ended  in 
divorce  a  few  years  later,  and  the 
prenup  was  promptly  thrown  out  by 
an  angry  judge.  The  last-minute 
agreement  not  only  failed  legal  scruti- 
ny, since  it  was  signed  under  duress, 
but  it  also  helped  wreck  the  marriage. 
The  husband  said  that  his  wife  talked 
about  it  "at  least  once  a  week." 

Yet  nearly  all  prenuptial  agree- 
ments do  hold  up.  Still,  most  young 
couples  shun  them.  "When  you  get 
down  to  the  nitty- gritty,  you're 
throwing  cold  water  on  the  ro- 
mance," says  John  Carnahan,  a  matri- 
monial lawyer  and  former  president  of 
the  Ohio  State  Bar  Association. 

Romantic  or  not,  if  you  are  consid- 
ering marriage  and  want  a  prenup  that 
will  stand  up  later,  here  are  some 
guidelines  to  follow. 

Broach  the  subject  early.  "You 
can't  come  in  48  hours  before  you're 
going  to  marry  your  girlfriend  and 
say,  'Either  you  sign  this  or  else,'  " 
notes  SkolofF.  "No  one  can  fail  to  sign 
an  agreement  when  everybody's  al- 
ready in  town  for  the  wedding."  Un- 
der such  duress,  he  notes,  the  prenup 
is  very  likely  to  be  thrown  out  later. 

Matrimonial  lawyers  generally  ad- 


vise getting  the  prenup  signed 
months  before  the  wedding,  and  to 
treat  the  matter  with  great  sensitivity. 
"Remember,  you're  not  adversaries," 
says  SkolorT. 

Do  it  gently.  How  can  the  subject 
be. brought  up?  One  way  is  to  let  the 
lawyer,  or  a  relative,  take  the  heat. 
One  attorney,  for  example,  will  fur- 
nish his  clients  with  letters  to  show  to 
their  prospective  mates,  which  go 
something  like  this: 

"Dear  client: 

"I  know  you  came  in  here  consult- 
ing me  about  your  will,  since  you 
intend  to  get  married  and  want  to 
change  your  will  provisions.  Howev- 
er, I  feel  I  would  be  derelict  in  my  duty 
if  I  didn't  advise  you  that  there  is  a 
methodology  that  would  protect  you 
and  your  intended  spouse  from  the 
nightmare  of  divorce.  And  that  is  a 
prenuptial  agreement.  And  it  really 
should  be  considered  for  both  you 
and  your  fiancee's  protection.  Again 
let  me  apologize,  but  I  feel  it's  my 
duty  to  advise  you  of  this." 

In  cases  where  women  wish  to  pro- 
tect assets,  the  same  lawyer  suggests 
the  bride-to-be  go  to  her  fiance  and 
say  something  like,  "Look,  my  father 
is  leaving  me  some  money.  But  he 
absolutely  insists  that  we  sign  a 
prenup.  He  says  that  the  money  must 
be  protected." 

No  question:  Prenups  cost  money. 


"If  I  were  to  tell  you 

that  there's  a  disease  out 

there  that  affects  50%  of 

the  body  politic 

and  that  there's 

a  vaccine  that  is  only 

60%  effective,  of  course 

you  would  still  take 

the  vaccine." 

-Raoul  Felder,  New  York 

celebritv  matrimonial  lawyer 


"Anybody  of  any  means 
[with  a  net  worth  of  over 
S500,000]  who  is 
marrying  should  at  least 
consider  the  efficacy 
of  a  prenuptial." 
-Leonard  Loeb,  past 
president  of  American 
Academy  of  Matrimonial 
Lawyers 
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"You  can't  come  in  48 
hours  before  you're  going 
to  marry  your  girlfriend 
and  say,  'Either  you  sign 
this  or  else.'  No  one  can 
fail  to  sign  an  agreement 
when  everybody's 
already  in  town  for 
the  wedding." 
-Gary  SkolofF,  chairman 
of  the  family  law  section 
of  the  American  Bar 
Association 


About  that 
$1  billion 
Kluge 
settlement 


Newspapers  and  maga- 
zines around  the  world 
were  buzzing  last  year 
with  the  story:  Pat  Kluge, 
now  divorced  from  John 
Kluge,  was  getting  a  world- 
record  $1  billion  divorce 
settlement. 

Well,  maybe  not  quite 
a  billion  in  cash,  but  rather 
the  annual  interest  on  a 
billion — roughly  $80  mil- 
lion a  year,  depending  on 
how  the  capital  was  invest- 
ed— for  the.  rest  of  her 
life.  To  this  add  half  the 
10, 000 -acre  estate  that 
the  Kluges  lived  on  in  Char- 
lottesville, Va.,  plus  half 
their  $20  million  estate  in 
Scodand. 

The  setdement  made 
for  great  reading.  Unfortu- 
nately for  the  former  Mrs. 
Kluge,  however,  the  story's 
not  true. 

A  spokesperson  was 
unavailable  for  comment, 
but  sources  who  know 
the  score  say  Pat  is  getting 
less  than  $1  million  a  year 
from  her  multibillionaire 
ex-husband.  She  and  the 
couple's  7-year-old  son  re- 
main at  Albemarle 
House,  the  family's  Virgin- 
ia estate,  but  Mr.  Kluge 


still  owns  the  thousands  of 
acres  around  it. 

The  Scodand  estate? 
The  New  York  residence? 
The  200-foot  yacht,  The 
Virginian  ?  They,  too,  re- 
main John's,  despite  pub- 
lished reports  to  the  con- 
trary. So  do  all  his  busi- 
ness assets. 

While  neither  of  the 
former  partners  would  dis- 
cuss their  setdement, 
matrimonial  lawyers  we 
spoke  to  were  confident 
that  the  Kluges'  1981 
marriage  had  been  sealed 
with  a  prenuptial 
agreement. 

Virginia  is  an  equitable 
distribution  state,  so  Pat 
would  doubdess  be  enti- 
tled to  more  than  the  rela- 
tively paltry  sum  of  $1 
million  a  year.  The  Kluges 
were  married  nine  years, 
during  which  John's  for- 
tunes rose  from  $140 
million  to  $5.6  billion, 
thanks  mainly  to  the 
surging  value  of  cellular 
telephone  licenses. 

Who  does  deserve  a 
place  in  the  Guinness  Book 
of  Records  for  the  biggest 
divorce  settlement?  The 
book  gives  the  tide  to 


Soraya  Khashoggi,  who 
supposedly  received 
$800  million  when  she 
divorced  arms  dealer 
Adnan  Khashoggi. 

Other  women  whose 
setdements  are  noteworthy 
include: 

■  Anne  Hendricks  Bass, 
who  won  about  $200  mil- 
lion in  a  setdement  when 
she  divorced  Sid  Bass  in 
1989.  (The  legal  fees 
alone  were  estimated  at 
$10  million.) 

■  Frances  Lear,  wife  of 
television  producer  Nor- 
man Lear  (All  in  the  Fam- 
ily), who  was  said  to  have 
received  $112  million  in 
1985,  the  year  Norman 
sold  his  television  pro- 
duction company  for 
$242  million. 

■  Actress  Amy  Irving, 
filmmaker  Steven  Spiel- 
berg's spouse  until  1989, 
who  setded  for  a  reported 
$100  million. 

■  Sheika  Dena  Al-Fassi, 
represented  by  Marvin 
Mitchelson,  was  awarded 
$81  million  in  1983  when 
she  divorced  Sheik 
Mohammed  Al-Fassi 

in  Los  Angeles. 

-W.G.F.  and  D.S.  M* 
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"Courts  are  still  gender 
biased.  They  frequently 
find  more  problems 
with  agreements  if  the 
husband  is  the 
beneficiary." 
-Lynn  Baker,  an  assistant 
professor  of  family  law, 
University  of  Virginia 
Law  School 


For  one  thing,  there  should  be  two 
attorneys.  "I  don't  think  the  mon- 
eyed spouse-to-be  should  get  an 
agreement  and  then  simply  have  the 
other  party  sign  it,"  says  Barbara 
Handschu,  chairman  of  the  family  law 
section  of  the  New  York  State  Bar.  "It 
might  be  considered  suspect." 

And  to  show  that  the  document 
wasn't  signed  under  duress,  some  at- 
torneys even  suggest  that  videotapes 
be  made.  "It's  very  hard  to  say,  'I  had 
a  migraine  headache  that  day,  I  didn't 
know  what  I  was  doing,'  "  says  Raoul 
Felder,  the  Manhattan  celebrity  di- 
vorce lawyer. 

Bare  your  financial  soul,  and 
then  some.  Without  a  schedule  of 
assets  in  the  agreement,  it  won't  stand 
up.  And  each  side  must  divulge  finan- 
cial information.  The  theory  is  that 
when  one  party  waives  claim  on  the 
other,  he  or  she  knows  what  they're 
waiving. 

Lawyers  stress  that  for  the  moneyed 
spouse,  this  is  the  touchiest  part  of  the 
prenuptial  agreement.  "There  has  to 
be  full  disclosure,"  says  Michael  Alba- 
no,  a  vice  president  of  the  American 
Academy  of  Matrimonial  Lawyers. 
Says  Felder:  "People  are  very  fragile 
when  you  start  this,  it  can  destroy 
their  marriages  before  they  start.  The 
counter  argument  is,  if  it's  so  fragile 
and  it  is  going  to  fail,  it's  better  to  find 
out  now." 

Some  attorneys  even  suggest  inflat- 
ing your  net  worth  by  10%  or  20%. 


That  way  your  spouse  can't  argue 
later  that  anything  was  understated. 
And  while  listing  assets,  don't  fail  to 
list  all  liabilities.  Not  suggested: 
greatly  exaggerating  your  assets.  Al- 
though one  overeager  groom  did  su- 
perinflate  his,  by  a  factor  often.  Rea- 
son? He  said  his  girlfriend  was  only 
marrying  him  for  his  money,  or  the 
money  she  thought  he  had.  "He 
eventually  got  married,"  reports  his 
lawyer.  "He  married  her  with  the 
thought  that  he  would  explain  it  to  a 
judge  later — that  he  really  wanted  to 
marry  this  woman." 

Get  an  experienced  lawyer.  A 
prenup  is  "a  hazardous  document" 
for  lawyers,  says  Leonard  Loeb,  who 
has  been  practicing  matrimonial  law 
for  over  30  years  and,  like  many  law- 
yers, will  not  handle  prenups.  "I  have 
too  much  knowledge  of  what  can 
happen,"  he  says.  He's  right  about 
frequent  challenges.  "It's  the  only 
agreement  in  the  whole  wide  world 
that,  if  you  sue  and  you  lose,  you're 
only  back  with  the  deal  you  bargained 
for  in  the  first  place,"  says  Felder. 

Felder  cites  Ivana  Trump's  chal- 
lenge of  her  prenup  with  Donald  as 
being  an  important  test.  "It  was  rock 
solid,"  says  Felder,  who  reportedly 
was  approached  about  challenging  it, 
but  refused.  She  got  other  lawyers, 
and  lost.  "She  ended  up  losing  about 
a  million  dollars  in  interest,  the  way  I 
see  it. 

"The  original  agreement  was  not 


really  $25  million,"  he  adds.  "It  was 
$25  million  if  you  attribute  certain 
values  to  real  estate."  (Ivana's  settle- 
ment was  ultimately  $10  million  cash, 
a  Connecticut  country  estate,  $4  mil- 
lion subject  to  her  vacating  a  Manhat- 
tan apartment  and  $350,000  a  year 
support.  But  Donald  is  threatening  to 
withhold  additional  payments  be- 
cause the  terms  of  the  agreement 
precluded  her  talking  about  their  di- 
vorce, as  she  did  on  the  Barbara  Wal- 
ters TV  show.) 

What  should  a  prenup  cost?  Matri- 
monial lawyers  charge  as  little  as  $500 
for  a  simple,  several-page  document, 
up  to  as  much  as  $25,000  for  prenups 
that  can  run  40  pages  or  more.  They 
average  from  $5,000  to  $10,000, 
however. 

All  things  considered,  it  could  be  a 
very  small  price  to  pay. 

For  most  about-to-be-marrieds, 
talk  about  prenuptial  agreements  may 
strike  a  jarring  note.  On  the  other 
hand,  such  talks  can  encourage  real- 
ism about  financial  matters  and  save 
big  money  and  big  trouble  later. 
Prenups  are  not  as  much  fun  as  the 
rice -throwing  part  of  the  marriage. 
(Oops,  pardon  us.  Throwing  rice  is 
not  politically  correct  at  weddings 
these  days;  birds  can  choke  on  rice. 
Throw  birdseed  instead,  and  vou  will 
beP.C.) 

Have  a  prenup  agreement  and 
there  is  at  least  a  50%  chance  you'll  be 
better  off  for  it  in  the  long  run.      WM 
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We  stand  ready. 

We  have  for  127 
years. 

With  assets  that  have 
reached  S55 billion.  And 
with  the  real  Travelers  dif- 
ference . . .  35,000  employees 
dedicated  to  customer 
satisfaction. 

This  is  how  we  make  a  real  differ- 
ence for  you. 

By  identifying  ways  of  preventing 
losses  and  controlling  insurance  costs. 

By  ensuring  the  health  of  your  work  force 
with  one  of  America's  largest  managed  care 
networks. 

By  providing  you  with  a  full  portfolio  of 
pension  investment  options  and  flexible 
record-keeping  services. 

By  making  sure  that  those  who  carry  The 
Travelers  for  their  business  insurance  needs 
do  so  with  confidence. 

That's  The  Travelers  Way 

I  he  Travelers  Companies,  Hartford,  Connecticut  06183 

TheTravelersj 

You're  better  off  under  the  Umbrella. 


OPEN  IN  CASE  YOU  WANT  THE 
DIFFERENCE  50%  OF  THE 
FORTUNE  500  HAVE  CHOSEN. 


V  l4Q]  I  he  fenders  Corporation. 
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PERSONAL  AFFAIRS 


They're  small,  cost  up  to  $40,000  each,  and  zip  around 
the  track  at  over  lOOmph.  Call  them  anything  but  toys. 

Models  of 
distinction 


By  Michael  Gianturco 


engineering. 

It  takes  Phillips  about  two  years  to 
make  25  copies  of  each  of  the  classic 
race  cars  he  chooses  to  reproduce. 
Prices  have  ranged  from  $8,000  for 
his  earliest  Ferraris  (his  first  appeared 
in  .1985)  to  $32,500  for  one  of  his 
most  challenging  current  projects:  a 
prewar,  Mercedes  W154  Grand  Prix 
racer  for  which  the  tiny  V- 1 2  engine  is 
being  fitted  with  a  working  Roots- 
type  supercharger. 

Other  fine  miniature  automobiles 
from  well-known  model  construc- 
tors, of  whom  there  are  only  nine  or 


If  you  could  find  one  for  sale,  a 
1957  Ferrari  Testa  Rossa  would  cost 
at  least  $4  million.  Is  that  a  bit  too 
steep  for  your  budget?  Then  consider 
a  1957  Ferrari  Testa  Rossa  made  by 
Ronald  Phillips.  It  is  a  one-quarter 
scale  working  model  of  the  original. 
Price:  $32,500. 

Underline  working.  Only  about  42 
inches  long  and  weighing  nearly  60 
pounds,  everything  functions  on  this 
model,  from  dash  panel  instruments 
to  engine  and  brakes.  The  sports  racer 
is  equipped  with  a  perfecdy  propor- 


tioned V-12  engine  that  powers  the 
pint-size  Ferrari,  controlled  by  radio, 
at  speeds  of  over  lOOmph.  The  jewel- 
er's V-12  has  pistons  the  size  of  thim- 
bles, and  spins  twin  overhead  cam- 
shafts on  each  of  two  cylinder  banks, 
operating  no  fewer  than  48  tiny  intake 
and  exhaust  valves — each  about  half 
the  size  of  a  golf  tee. 

The  model  is  being  produced  in  a 
limited  edition  of  25  cars  by  Phillips, 
55,  a  senior  patent  attorney  with  the 
General  Motors  Corp.  He  also  holds 
an  advanced  degree  in  mechanical 


Ronald  Phillips  and  scale-model  racers 
Clockwise,  from  far  left:  classic  Mer- 
cedes, Ferrari,  Lancia,  Maserati  racers. 
All  run.  Above,  the  guts  of  the  Lancia. 


ten  in  the  world,  cost  a  bit  less.  But 
Phillips  commands  top  prices  because 
his  cars  really  run,  whereas  most  fine 
models  are  static. 

Phillips  does  not  sell  his  cars  over- 
the-counter.  He  has  an  established 
clientele  of  nine  collectors  who  buy 
one  each  of  every  car  he  produces;  the 
rest  of  the  production  run  he  sells  at 
car  shows  or  through  word  of  mouth. 
One  steady  customer  is  a  German 
industrialist  who  has  a  private  airstrip 
where  he  stages  races  between  his 
Phillips  Ferrari  and  his  Phillips  Mci 
cedes  gp,  under  radio  control.  (The 
owner  reports  that  his  good  German 
Mercedes  always  beats  the  Ferrari.) 

When  Phillips  and  his  partner  Jerry 
Mrlik  began  building  model  cars  in 
1985,  they  designed  them  tor  the 
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Who  would  have  thought  driver  fatigue  could 
be  reduced  by  something  as  seemingly  insignificant 
as  the  direction  of  a  3/16  inch  stitch? 


The  seams  in  the  driver's  seat  are  stitched 


in  a  vertical  direction,  because  the  muscles 


(j45     *n  vour  neck,  back  and  legs  run 
that  way.  This  makes  the  Infiniti  Q45™a  more 
comfortable  car.  And  driving  less  fatiguing. 


We've  also  hidden  the  seams  on  the 


gearshift  selector  and  steering  wheel. 


Because  it's  nicer  to  the  human  touch. 


And  thinking  like  this  isn't  just  con- 


fined to  the  interior.  The  entire  car  is 


derived  not  from  other  automakers,  but  from  the  imagination.  You  can  feel  it  everywhere. 

You'll  feel  it  in  the  power  of  the  32-valve,278  horsepower, V8  engine.  In  the  control 
of  the  Q45  with  Full- Active  Suspension?  an  engineering  first  which  so  impressed  the 


editors  of  Road  &JTrack  magazine,  they  voted 


it  one  of  the  ten  best  cars  in  the  world. 


Admittedly,  you  may  not  notice  the  luxury  of  something  as  small  as  a  stitch  right  away. 
But  what's  important  to  Infiniti  is  that,  somewhere  down  the  road,  you  will. 


To  arrange  a  guest  drive,  call  1-800-826-6500. 

&  1991  InftmtiDivnion  of  Niaan  Motor  Corp  mU.$.A. 


INFINITI 


PERSONAL  AFFAIRS 


Son  Patrick  Phillips  works  on  mini  Ferrari 
While  "mass-produced,"  Phillips'  mod- 
els take  at  least  400  hours  to  assemble. 


track,  not  the  mantelpiece.  Phillips' 
partner  was  a  retired  GM  staffengineer 
who  had  been  deeply  involved  in  real 
race  car  projects.  The  partners  origi- 
nally envisioned  the  creation  of  active 
quarter-scale,  Grand  Prix  races.  But 
Mrlik  has  since  died,  and  the  Grand 
Prix  circuit  never  materialized.  Most 
of  Phillips'  creations  are  now  perma- 
nently housed  in  glass  cases. 

"Most  collectors  are  not  too  famil- 
iar with  radio  control,"  says  Phillips. 
"We  break  in  the  motors  for  them  and 
drive  the  chassis  at  speed  on  a  test 
track — but  I  know  most  of  my  cars 
never  run  again." 

Look  inside  the  cars,  and  you  can 
see  why  owners  would  hesitate  to  put 
them  through  any  paces.  Consider 
Phillips'  Lancia  D50  racer.  The  steer- 
ing wheel  is  hand  carved  polished 
walnut  bonded  onto  aluminum,  se- 
cured with  round  brass  rivets  flush 
with  the  finished  wood.  The  seat  is 
upholstered,  the  instrument  panel  is 
machine -turned  aluminum.  The  in- 
strument gauges  are  faithful  repro- 
ductions of  the  originals,  and  the 
tachometer,  which  runs  off  of  a  pho- 
tocell, really  works  when  the  car  is 
running. 

The  detailing  continues  right  on 
down  to  the  wire  wheels,  secured  to 


the  hubs  by  knock-off  spinners.  Just  as 
on  the  original  race  car,  these  spin  to 
the  left  to  remove  the  right  side 
wheels,  and  to  the  right  to  remove  the 
left  side  wheels. 

A  thoughtful,  complex  and  cheer- 
ful man,  Phillips  is  a  collector  himself, 
though  not  just  of  models.  He  col- 
lects engines  and  racing  cars — real 
ones — including  a  1926  Bugatti  Type 
35B,  a  1928  Frontenac  and  an  oval- 
track  Kurtis-Offy  built  in  1948. 

The  field  of  model  car  construction 
has  never  seen  anyone  quite  like  Phil- 
lips. Traditionally,  it  is  a  field  domi- 
nated by  a  few  craftsmen,  chiefly  in 
Europe  and  the  Far  East.  They  are 
rather  isolated  individuals  who  might 
devote  10,000  hours  to  reproducing, 
from  scratch,  a  single  scale -model  car 
in  near-perfect  detail.  Some  of  the 
top-name  modelers  are  Gerald  Win- 
grove,  Henri  Biagent,  Michele  Conti, 
Marc  Antonietti,  Fumio  Sakai  and 
Buzz  Lockwood. 

By  contrast,  Phillips  is  more  like  a 
manufacturer  than  a  craftsman.  He 
researches  Grand  Prix  and  sports  rac- 
ing cars  from  factory  drawings,  pho- 
tos and  direct  measurement  of  the 
actual  cars  taken  on  extended  visits  to 
major  motor  museums  like  the  Speed- 
way Museum  in  Indianapolis  and  the 
Donnington  collection  in  Donning- 
ton  Park,  England.  He  farms  out  or- 
ders for  his  models'  components  to  a 
network  of  around  20  suppliers  and 
specialists. 

Miniature  spark  plugs  come  from 
Texas.  An  Englishman  in  Florida 
shapes  aluminum  body  parts  against 
molds  and  forms  created  by  a  styling 
specialist  in  Detroit.  The  spoked 
wheel  rims  are  routinely  turned  out  by 
an  operator  in  a  Detroit  machine 
shop,  running  a  special  tool  Phillips 
designed.  Tires  are  molded  and  vulca- 
nized in  Tennessee.  The  bodies  are 
finish  painted  by  Bill  Bizer,  who  is 
well  known  in  the  classic  car  commu- 
nity for  his  work  in  restoring  full-scale 
Duesenbcrgs. 

There  are  over  1,500  individual 
parts  in  each  of  Phillips'  cars.  The 
difficult  parts,  including  the  suspen- 
sion arms  and  links  and  pivots,  the 
rods  and  pistons,  the  cam-drive  hous- 
ings and  gears  and  the  cams  them 
selves,  are  turned  out  by  computer 
driven  metal-shaping  tools  at  a  shop 
outside  Detroit,  Mich. 


Lilliputian  cockpit  of  classic  Mercedes 
Steering  wheel  was  handmade  by  Pat- 
rick's grandfather;  tachometer  works. 


Once  all  the  parts  have  been  pro- 
duced, Phillips  and  two  of  his  sons 
assemble  them  in  Detroit.  All  in  all, 
each  car  requires  at  least  400  hours  of 
work  to  finish. 

At  the  end  of  a  run  of  25  cars  of  a 
particular  type,  Phillips  destroys  his 
tooling.  (Note  that  for  the  computer- 
driven  machine  tools,  this  just  means 
erasing  some  disk  files.)  So  far  his 
miniatures  include  runs  of  the  follow- 
ing cars:  a  Ferrari  801,  the  Mercedes 
W154,  a  Maserati  250F,  a  Lancia 
D50,  the  1957  Ferrari  Testa  Rossa 
(his  only  sports  racing  car  that  is  being 
built  to  date).  Coming  up  are  an  Alfa 
Romeo  159  and  a  Ferrari  250  GTO. 
Likely  prices:  $16,000  and  $40,000, 
respectively. 

If  you're  interested  in  finding  out 
more  about  these  models,  contact 
Phillips'  company,  Jeron  Quarter 
(-lassies  Ltd.,  2550  Iroquois  St.,  De 
troit,  Mich.  48214.  Phone:  313-824- 
9423.  And  ifyou  want  to  see  the  more 
traditional  style  of  automotive  model 
ing  artistry,  visit  L'art  et  1' automobile, 
a  pleasant  gallery  owned  by  Jacques 
Vaucher,  a  former  racing  driver. 
I  loused   in   a   New    York  City   pent 

house  at  120  E.  34th  St.,  the  gallery  is 

open  to  the  public.  Phone:  212  576 
1404.  H 
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Satellite  Map  Source:  National  Air  Survey  Center,  Corp. 


From  Mendocino  to  Montauk. . . 


Franklin  offers  a  tax-free  fund  that  can  help  you 
keep  more  of  your  investment  income  no  matter 
where  you  live. 

In  the  near  future,  most  Americans  will  pay  higher 
state  and  federal  taxes.  The  good  news  is  that  you 
can  protect  your  investment  earnings  from  these 
increases. 

By  investing  in  a  Franklin  tax-free  fund  you  can 
receive  monthly  income  dividends  free  from  fed- 
eral, and  in  many  cases,  state  personal  income 
taxes,  t 

Franklin  is  the  leader  in  tax-free  investing.  The 
Franklin  Group  manages  30  tax-free  funds, 
including  24  double  tax-free  funds. 


Although  Hawaii  and  Alaska  are  not  shown  on 
the  satellite  map  above,  residents  of  these  states 
can  also  earn  tax-free  income  dividends  through 
a  Franklin  fund. 


+For  investors  subject  to  the  alternative  minimum  tax,  a  small 
portion  of  the  income  may  be  subject  to  federal  and  state  alter- 
native minimum  tax.  Investment  return  and  principal  value 
will  fluctuate  with  market  conditions. 


Don't  wait  for  increased  taxes  to  decrease 
your  investment  earnings.  Call  us  today 
for  a  free  brochure. 

1-800-342-FUND  Ext.  717 


r 
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Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  tax-free  funds,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I  invest  or  send 
money. 

D  Tax-Free  Municipal  Bond  Funds 

Your  state 

D  I  am  currently  a  Franklin  shareholder. 


Name 


Address 


City/ State/ Zip 


Daytime  Phone 
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Member  $45  Billion  Franklin  Group  of  Funds 
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CAREERS 


Starting  a  small  business  can  come  in  handy 
for  all  sorts  of  people  midway  through  their 
careers,  even  aging  television  actors. 

Hollywood 
trailers 


By  Gail  Buchalter 

Sometimes  the  decision  to  make  a 
career  change  can  be  made  simply  by 
looking  in  the  mirror. 

Take  Lyle  Waggoner,  a  veteran  TV 
sidekick  in  the  1970s  to  the  likes  of 
Carol  Burnett  (The  Carol  Burnett 
Show)  and  Lynda  Carter  (Wonder 
Woman).  Waggoner  had  left  the  Bur- 
nett show  in  1977  for  a  better, 
more  profitable  spot  on  Won- 
der Woman,  hoping  it  would 
become  a  huge  hit.  But  it 
didn't. 

When  Wonder  Woman  was 
canceled,  Waggoner,  then  45, 
took  a  hard  look  in  the  mirror 
and  decided  he  needed  more 
job  security.  Like  motor 
homes.  Motor  homes? 

It  was  an  idea  Waggoner 
had  already  developed  into  a 
little  business  while  still  doing 
Wonder  Woman.  He  thought 
of  it  while  resting  and  studying 
scripts  in  his  studio-provided 
motor  home  on  the  set. 

Waggoner  asked  the  studio 
how  much  they  would  pay  to 
rent  a  motor  home  from  him. 
The  answer  was  $400  a  week. 
Hmmm.  He  quickly  figured  he  could 
buy  his  own  $35,000  motor  home, 
equip  it  the  way  he  wanted,  then  lease 
it  to  the  studio  for  $1,600  a  month. 
He  could  clear  a  nice  mai  gin  over  the 
$595  monthly  payments  to  the  bank. 

Thus  was  born  Star  Waggons, 
Waggoner's  $3  million  (1990  reve- 
nues) business  leasing  motor 
homes — and  now  trailers  as  v\  _-U — to 
the  Hollywood  studios  that  once  em- 
ployed him  as  an  actor. 

To  develop  his  rental  business, 
Waggoner  bought  motor  homes  in 


groups  of  about  five,  financing  nearly 
80%  of  the  cost.  In  1983  Waggoner 
persuaded  a  manufacturer  to  build  a 
motor  home  to  his  specifications,  in- 
cluding extras  like  a  complete  makeup 
station,  professional  lighting  and  a 
special  wardrobe  area. 

However,  Waggoner  noticed  that 


Lyle  Wa 
"Now  I 


ggoner  of  Star  Waggons 
m  in  control  of  my  own  destiny.' 


motor  homes  were  expensive  to  run 
because  a  driver  also  had  to  be  paid,  at 
a  cost  of  around  $1,500  a  week.  And 
as  the  motor  homes  aged,  they  be 
came  more  expensive  to  maintain. 
Why  not  use  trailers? 

After  interviewing  makeup  artists  in 
the  industry,  Waggoner  introduced 
the  Custom  Star  Waggon:  a  makeup 
trailer  with  six  makeup  stations,  over- 
head cabinet  space  and,  of  course,  lots 
of  mirrors.  He  eventually  designed  an 
entire  minifleet  consisting  of  20 
trailers. 


Waggoner  also  came  up  with  a 
customized  single-room  dressing 
trailer,  renting  for  approximately 
$750  a  week,  which  has  been  used  by 
luminaries  like  Elizabeth  Taylor, 
Clint  Eastwood  and  Barbra  Streisand. 
Waggoner  seems  to  have  good 
business  instincts.  To  lower  the  stu- 
dio's weekly  cost,  he  then  designed 
and  built  a  double-room  dressing 
trailer  that  accommodates  two  per- 
sons rather  than  just  one.  By  using 
only  one  driver  for  a  two-unit  trailer, 
Waggoner  now  saves  the  studios  an 
average  of  $500  a  week  in  driving 
costs.  That  won  him  more  business. 

Pushing  forward,  Waggoner  did 
more  research.  Two  years  ago  he  de- 
cided to  lower  his  costs  still  further. 
He  designed  and  built,  for  example,  a 
$53,000  prototype  of  a  three -room 
trailer  he  says  would  cost  another 
manufacturer  about  $75,000  to 
build.  He  plans  to  build  12  a  year. 
Current  models  are  outfitted  with 
gleaming  oak  tables  and 
counters,  double  beds,  televi- 
sions and  microwave  ovens. 
"Stars  have  egos  that  must  be 
satisfied,"  Waggoner  says, 
"and  my  trailers  do  just  that." 
Waggoner  owns  and  rents 
out  25  motor  homes  and  60 
trailers,  and  Star  Waggons  is 
one  of  the  top  four  companies 
in  the  business.  He  earns  con- 
siderably more  than  he  did  at 
his  peak  as  an  actor.  Among  his 
customers  are  Universal  Stu- 
dios for  Murder,  She  Wrote, 
Paramount  Pictures  for  Star 
Trek,  The  Next  Generation, 
Lorimar  for  Knots  Landing. 

These    days    Waggoner    is 
harder  to  find  on  TV.  He  re 
cendy  did  an  episode  of  Gold- 
en Girls,  a  commercial  pitch-' 
ing  a  cure  for  baldness  and  another  for 
hair  removal.  But,  thanks  to  his  rental 
business,  he  doesn't  need  a  call  from 
his  agent  to  pay  his  rent  or  make  him 
feel  good  about  himself 

"After  Wonder  Woman  was  can 
celed,  I  floundered  and  redirected  my 
interest  in  the  industry,*1  he  says. 
"Now  I'm  in  control  of  my  own 
destiny,  instead  of  Counting  on  others 
to  like  me." 

Everyone  should  have  ^\n  idea  for  a 
business  of  one's  own  tucked  away 
behind  other  career  plans.  H 
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Did  you  know  that  50,000 
Vision  subscribers  own  a 
private  swimming  pool? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 


VISION 


You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 


FACES  BEHIND  THE  FIGURES 


EDITED  BY  JASON  ZWEIG 


Yanqui  go  to  home 

H.  Wayne  Huizenga,  who  cofound- 
ed  trash  hauler  Waste  Management 
Inc.,  and  then  developed  the  Block- 
buster Entertainment  retail  video 
chain,  wants  to  become  a  sports 
tycoon. 

Huizenga,  53,  is  an  odds-on  favor- 
ite to  win  a  franchise  for  Florida's  first 
major  league  baseball  team.  At  the 
National  League  owners'  mid-June 
meeting  in  Los  Angeles,  the  league 
will  add  two  franchises — the  first  ex- 
pansion in  14  years.  Six  cities  are  in  the 
running — Buffalo,  Denver,  Washing- 
ion,  St.  Petersburg/Tampa,  Orlando 
and  Miami.  Huizenga's  bid  is 
for  Miami. 

Huizenga  is  a  strong  candidate  for 
several  reasons.  His  South  Florida  Big 
League  Baseball,  Inc.  is  the  only  one 
of  the  investor  groups  with  a  single 
owner — Huizenga,  whose  net  worth 
brushes  S300  million.  It  is  also  the 
only  one  that  owns  a  move -in  condi- 
tion ballpark.  Huizenga  began  last 
year  to  spend  S10  million  on  baseball - 
related  improvements — including 
dugouts  and  expanded  seating — at 
Dade  County's  Joe  Robbie  Stadium, 
which  is  also  the  home  of  the  NFL 
Miami  Dolphins.  He  bought  a  50% 
stake  in  the  stadium  in  March  1990. 

It  can't  hurt  Huizenga's  chances 
that  Blockbuster  is  the  exclusive  retail 
distributor  of  authorized  baseball  vid- 
eo cassettes.  Having  Pittsburgh  Pi- 
rates President  Carl  Barger  as  a  Block- 
buster director  can't  hurt,  either. 

While  many  baseball  teams  are  los- 
ing money  these  days  (Forbes,  May 
27),  Huizenga  won't  flinch  at  the  $95 
million  entry  fee  for  a  Miami  fran- 
chise. Justification:  He  plans  to  cap- 
ture the  millions  of  baseball  fans  in 
Latin  America.  "It's  a  huge  market- 
ing opportunity  for  merchandising 
and  tour  packages,"  says  Don  Smiley, 
Huizenga's  point  man  for  the  bid. 
"This  could  be  Central  and  South 
America's  home  team." 

-Joel  Millman 


Busy  signal 


Candido  Veiazquez  likes  spending 
money — lots  of  it.  Velazquez,  55,  is 
the  chairman  of  Telefonica  de  Es- 
pana,  Spain's  telephone  monopoly, 
and  by  1994  he  will  have  spent  $24 
billion  in  an  effort  to  make  Telefonica 


Entrepreneur  H.  Wayne  Huizenga 
From  Waste  Management  to 
Blockbuster  to  baseball. 


one  of  the  world's  premier  telephone 
companies. 

Where  did  Velazquez  get  all  that 
cash?  Telefonica,  owned  33%  by  the 
Spanish  government,  is  a  big  borrow- 
er: Last  year  alone  it  issued  some  $1 
billion  (face  amount)  of  zero  coupon 
paper  and  S700  million  in  other  debt. 

That  cash  has  rained  mainly  on 
Spain.  Telefonica  is  the  world's  ninth- 
largest  telephone  network  and  has  the 
biggest  market  capitalization  on 
Spain's  stock  exchange,  but  its  equip- 
ment and  service  were  creaky  and 
crude  when  Velazquez  took  over  in 
1989:  Only  20%  of  its  subscribers' 
telephone  lines  had  digital  signals, 
and  the  waiting  list  for  a  new  phone 
was  503,000  callers  long — in  a  nation 
of  39  million. 

By  the  end  of  last  year  the  backlog 
to  get  a  phone  was  down  to  380,000; 
Velazquez  thinks  it  will  be  near  zero 
by  the  end  of  1992.  And  more  than 
28%  of  the  subscriber  telephone  net- 
work is  digitized,  a  number  that 
should  double  by  the  end  of  the  in- 
vestment program  in  1994. 

Velazquez  has  also  spent  big  mon- 
ey outside  of  Spain.  In  1990  he 
shelled  out  nearly  $500  million  for 
stakes  in  Telefonica  de  Argentina  and 
Chile's  two  major  telephone  compa- 
nies. These  days  he  is  in  the  thick  of 
bidding  for  a  portion  of  Puerto  Rico's 
phone  system. 

Telefonica's  American  Depositary 


Candido  Velazquez  of  Telefonica  de  Espana 
Dealing  with  a  wait  list  and  a  hate  list. 


Receipts  recently  traded  on  the  New 
York  Stock  Exchange  near  an  alltimc 
high  of  30.  Some  analysts  think  they 
remain  a  bargain  at  a  price/earnings 
ratio  of  just  5.5. 

One  bit  of  bad  news:  According  to 
Telefonica,  among  the  25%  of  Span- 
ish households  that  still  don't  have 
telephones,  nearly  half  don't  even 
want  one.  Spoilsports.    -David  Stix 


A  family  affair 


The  BATTLE  of  the  designer  watches  is 
on,  and  Joseph  Venables,  58,  is  in  the 
thick  of  it.  After  distributing  Gucci's 
line  of  wristwatch.es  for  ten  yean, 
Venables  is  manufacturing  mk\  selling 
watches  for  Gucci's  archrival,  l'endi. 
Sales  ofFendi's  watches,  which  Vena 
hies  introduced  in  1988,  hit  $20  mil 
lion  last  year. 
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Developer  Iddo  Benzeevi 
Friends  in  tight  circles. 


Watch  man  Joseph  Venables 
Gucci's  loss  is  Fendi's  gain. 


Venables'  New  Jersey-based  Bri- 
gade International  Ltd.  did  $100  mil- 
lion in  sales  last  year.  Besides  watches, 
Brigade  distributes  perfumes. 

With  Fendi  watches,  Venables  is 
repeating  a  marketing  coup  he  earlier 
scored  for  Gucci.  Gucci  had  marketed 
watches  since  1974  but  sold  them 
only  in  its  own  shops.  By  pushing 
them  into  such  specialty  markets  as 
duty-free  shops  and  military  stores, 
Venables  helped  turn  Gucci  watches 
into  one  of  the  world's  bestselling 
fashion  products.  Sales  of  Gucci 
watches  in  specialty  markets  went 
from  under  $1  million  in  1977  to  $45 
million  in  1987. 

Riding  that  wave  of  popularity, 
Venables  elbowed  his  way  into  more 
and  more  outlets.  But  in  1987  Severin 
Group,  an  Irvine,  Calif.-based  firm, 
took  over  specialty- market  distribu- 
tion for  Gucci. 

Within  a^few  months  Francesco 
Diaco,  a  former  Gucci  executive  who 
had  defected  to  Fendi,  asked  Vena- 
bles to  set  up  a  watch  division  for 
Fendi.  Diaco  wanted  them  to  manu- 
facture, market  and  distribute  world- 
wide. "We  couldn't  have  asked  for 
anything  better,"  recalls  Venables. 
Made  in  Switzerland  with  Roman  nu- 
merals and  thick  rolled  edges  that 
evoke  Doric  capitals,  Fendi  watches 
retail  for  around  $550,  versus  an  aver- 
age of  $250  for  Gucci. 

The  Venableses — Joe's  son  Thom- 
as is  now  working  with  his  father — 


think  they  can  double  watch  sales  in  a 
few  years,  but  they  want  to  broaden 
their  manufacturing  base.  They  re- 
cently won  the  license  to  make  and 
market  Society,  Burberry's  first  fra- 
grance for  women,  and  they  are  plan- 
ning to  introduce  Fendi  jewelry  in 
September.  -Roula  Khalaf 

Ben  who? 

With  the  Pentagon  planning  to 
shutter  86  military  bases  over  the  next 
decade,  Iddo  Benzeevi  smells  money. 
Benzeevi,  30,  is  the  lead  developer  of 
one  of  the  first  major  privatizations  of 
a  military  base — the  transformation  of 
Norton  Air  Force  Base,  in  California's 
San  Bernardino  County,  which  is  set 
to  close  in  1994. 

Benzeevi  says  he  was  born  in  Israel, 
grew  up  in  Europe,  and  moved  in 
1981  to  Los  Angeles,  where  he  got 
into  the  southern  California  real  es- 
tate development  game.  But  he  has 
never  tackled  anything  remotely  as 
big  as  the  Norton  project.  According 


to  the  plans,  the  $5  billion  project,  to 
be  completed  some  time  after  2009, 
will  include  an  airport,  a  foreign  trade 
zone,  technology  park,  theme  park 
and  thousands  of  homes. 

Benzeevi  says  he  has  lined  up  a 
weighty  list  of  partners  and  advisers 
for  various  phases  of  the  project — 
including  the  Bechtel  Group,  George 
Lucas'  Lucas  Film  Ltd.,  Bankers 
Trust  and  Kenneth  Leventhal  &  Co. 
To  bring  some  badly  needed  financial 
weight  and  experience  to  the  deal, 
Benzeevi  is  negotiating  with  two  Los 
Angeles  area  developers,  Anden 
Group  and  Lamco,  to  act  as  his  princi- 
pal partners  in  the  venture. 

The  project  is  still  very  much  in  the 
planning  stage.  A  panel  of  San  Bernar- 
dino officials  has  approved  the  con- 
cept behind  Benzeevi's  project.  Now 
he  is  lining  up  the  financing,  making 
the  design  final  and  bringing  the  mas- 
sive project  to  life.  Whether  he  can 
pull  it  off,  and  on  what  scale,  remains 
to  be  seen. 

-John  Taylor  ■■ 
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Freddie  Mac's 

responsible  risk 

management  means 

protection,  even  in 

an  uncertain  market. 


±.\  Maintaining  a  high  level  of  stability 
is  no  easy  task.  But  with  the  experience  gained 
by  financing  over  8  million  home  mortgages, 
Freddie  Mac  has  become  the  most  stable  player  in 
the  secondary  mortgage  market.  And  that  makes 
Freddie  Mac  securities  high-quality  investments. 

An  active  quality-control  system  and  the 
highest  underwriting  standards  in  the  industry 
are  two  of  the  ways  Freddie  Mac  manages  risk. 
As  a  result  of  this  prudent  risk  management, 
Freddie  Mac's  delinquency  rates  are  just  one- half 
of  the  industry  average. 

Another  factor  in  the  Freddie  Mac  equation 
is  diversity.  Pooling  loans  from  all  areas  of  the 


country  helps  ensure  that  regional 
economic  trends  have  minimal  effect 
on  Freddie  Mac's  securities. 

As  a  final  safeguard,  Freddie  Mac 
maintains  a  fraud  investigation 
unit— the  first  of  its  kind  in  the  industry. 
This  helps  secure  and  protect  the  over- 
all quality  of  Freddie  Mac  securities. 
By  taking  the  lead  in  ensuring 
credit  quality,  Freddie  Mac  preserves  the 
caliber  of  its  mortgage -related  securities,  sheltering 


investors  in  stormy  times. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


Freddie  Mac 


STEADY 
FREDDIE 


THE  FORBES  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


After  the  Dow  industrials  briefly 
crossed  over  the  3000  mark,  Wall 
Street  caught  a  bad  case  of  the  jitters. 
Alison  P.  Bisno,  director  of  research 
of  Little  Rock,  Ark. -based  investment 
banker  Stephens  Inc.,  points  out  that 
in  its  current  state,  the  market  is  high- 
ly susceptible  to  negative  earnings 
surprises. 

A  classic  case  is  Compaq  Comput- 
er. Lower-priced  manufacturers  of 
personal  computers  like  Dell  Com- 
puter, AST  Research  and  Northgate 
Computer  Systems  are  gaining 
ground  at  Compaq's  expense.  Com- 
paq recently  announced  that  it  ex- 
pected second-quarter  revenues 
would  decline  by  15%,  while  profits 
would  be  off  80%.  Wall  Street  stam- 
peded to  the  exit.  This  former  institu- 
tional favorite  lost  13V4  points  and 
$1.2  billion  in  market  capitalization 
for  the  two  weeks  ending  May  16. 

Even  after  losing  4%  of  its  value  in 
the  four  weeks  ending  May  16,  the 
overall  market  is  far  from  cheap.  The 
6,000  stocks  in  the  Wilshire  index  are 
now  selling  at  17.6  times  latest  12 
month  earnings  and  3.7  times  book 
value.  In  contrast,  prior  to  the  crash  in 
October  1987,  the  price-to-book  ra- 
tio on  the  Wilshire  index  was  2.6.  And 
the  dividend  yield  on  the  Wilshire 
index  is  only  3%  today.  In  October 
1987  it  was  3.3%,  and  in  mid- 1982, 
just  before  the  1980s  bull  market  got 
under  way,  the  yield  was  5.9%. 


Closeup  on  the  market 


The  overall  market1 

I  4000 

|  Wilshire  index 

.            |  200-day  moving  average 

The  Wilshire  index  as  of  5/16/91 

Market  value:  $3,315.9  billion 

Price/book:  3.7 

P/E:  17.6 

2000          Yield:  3.0%                           jl/ 

Performance 

Price 

Total  return 

Last  4  weeks 

-4.2 

-3.9 

Since  12/31/90 

14.8 

16.1 

Since  peak  4/17/91 

-4.6 

-4.3 

Since  5-year  low  12/4/87 

62.7 

83.8 

1000 


'82 


'83 


'84 


'85 


'86 


'87 


'89 


'90 


'91 


The  best  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

International  Game  Tech 
Harley  Davidson 

485/s 
35>/2 

26% 

19 

15 

30 
21 
31 
NM 
36 

1,987 
1,368 
6,900 
2,224 

2,648 

2.5 
1.4 
1.5 
1.7 

0.8 

Nordstrom 

437/8 

AmeriTrust 

Medical  Care  International 

163/4 

52V4 

12 
12 

The  worst  performing  stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

1.0 

Compaq  Computer 

353/4 

-19% 

7 

10,937 

Intelligent  Electronics 

213/8 

-12 

9 

7,214 

1.9 

SynOptics  Communications 

303/4 

-3 

19 

4,375 

1.0 

Conner  Peripherals 

19V4 

-12 

7 

9,489 

1.1 

Blockbuster  Entertainment 

91/4 

-4 

21 

22,374 

1.6 

■■ 


■i 


Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6,000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P  500     : 

Capitalization  weighted  cross  section,  maior  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 


Price  or  rate 

3,559.0 

24.2 
2,894.0 
372.2 
204.0 
358.3 
481.8 
316.5 


2-week  change 

-2.1% 

-0.3 
-1.5 
-2.2 
-2.0 
-1.5 
-1.9 
-0.9 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East4 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

Individual5 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  2000  index 

2000  small  market  value  stocks,  capitalization  weighted 

Gold6  (composite  quote  of  6  major  dealers) 

Yen6  (per  $U.S.) 

Commodity  index'  (CRB  futures  index,  1967=100) 

Oil6  (W  Texas  Intermediate) 

T  bills6  (90  days) 

Broker  loan  rate6 


Price  or  rate 

845.90 

119.93 
102.99 

170.72 

$356.10 
137.55 
215.11 
$20.90 

5.39% 
7.50% 


2-week  change 

-0.8% 

-3.4 
-0.6 

-1.7 

0.2 
-0.4 
-0.5 
-1.2 

-4  basis  points7 
Unchanged 


Note:  All  data  for  periods  ending  5/16/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif. ''  Average  daily  volume  over  recent  2-week  period. 3  Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months. 4  Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  5/17/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information.  7A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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FIXED  INCOME  REVIEW 


BY  ERIC  S.  HARDY 


Yield  curve 
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Spread  over 

Treasury  s 

Total  returns 

Security 

Basis  points 

Security 

1  year 

3  years 

AA  corporates 

69 

AAA  corporates 

14.8% 

10.7% 

AAA  industrials 

56 

87 

772 

-120 

Ginnie  Maes 
Junk  corporates 
Municipals 
Treasury  bonds 

16.1 

11.6 

Ginnie  Maes 
Junk  corporates 
Municipals' 

18.2 
11.5 
14.7 

23.8 

9.2 

10.2 

The  yield  curve  (see  top  graph,  left) 
should  flatten  significantly  later  this 
year  as  short-term  rates  hold  steady 
and  longer  rates  decline.  So  says  Skip 
Shaw,  head  of  the  government  bond 
department  at  Bear,  Stearns.  He  pre- 
dicts that  the  yield  on  30-year  Trea- 
sury's will  fall  from  8.35%  now  to 
between  7.50%  and  7.75%  later  this 
year.  For  the  next  18  months  Shaw 
expects  low  inflation  but  little  or  no 
reduction  in  3-  and  6-month  Trea- 
sury rates:  "Short-term  rates  respond 
favorably  to  Fed  easing,  but  that  cycle 
is  about  over,"  he  says. 

Yields  on  short-term  instruments 
such  as  bankers'  acceptances,  3-  and 
6-month  CDs,  commercial  paper  and 
repurchase  agreements  have  recently 
been  declining,  but  it  is  now  possible 
to  increase  credit  quality  with  little  or 
no  yield  sacrifice.  How?  By  purchas- 
ing money  market  funds  that  invest 
exclusively  in  direct  U.S.  government 
obligations.  Besides  being  free  of 
credit  risk,  these  funds  are  generally 
exempt  from  state  and  local  income 
taxes.  One  caveat:  Fund  names  can  be 
misleading.  The  SBSF  Money  Market 
Fund  consists  of  100%  U.S.  Trea- 
sury's, but  the  Prime  Value  U.S.  Gov- 
ernment Fund  has  some  riskier  (and 
not  tax-advantaged)  repurchase 
agreements  in  its  portfolio. 

Over  the  12  months  through  April 
the  best-performing  fixed-income  in- 
vestments were  junk  bonds.  First  Bos- 
ton's index  of  these  bonds  had  a  total 
return  of  18.2%  for  the  period.  More- 
over, junk  bonds  have  outperformed 
other  debt  instruments  over  the  past 
three  years  despite  the  junk  crash  of 
1989  (see  table).  But  note  that  long 
Treasury  bonds  returned  a  morc- 
than-rcspectable  14.7%  for  the  12 
months  through  April.  About  half 
this  gain  came  from  price  appreciation 
from  the  decline  in  rates. 

Investors  are  more  enamored  than 
ever  of  one  state  municipal  bond 
funds,  which  are  exempt  from  that 
one  state's  income  taxes  as  well  as 
from  federal  taxes.  These  portfolios 
grew  by  a  net  $2.9  billion  during  the 
first  quarter  of  1991 , according  to  the 
Washington,  D.C.  based  Investment 
Company  Institute. 


Note:  Except  where  footnoted,  all  information  provided  by  Berkeley,  Calif. -based  Barra,  a  financial  consulting  firm.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point. 
'Yield  on  ten-year  Treasurys.  3The  trailing  12-month  increase  in  the  Consumer  Price  Index,  through  4/30/91.  'Source:  First  Boston.  'Source:  Shearson  Lehman  Brothers.  'Data 
through  4/30/91.  'Three-year  total  return,  annualized. 
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The  most  precious  t 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered'with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  10C4 
Ft.  Garland,  CO  81133. 


■  . 


Obtain  the  Property  Report  required  by  Federal  law  and  read  It  before  signing  anything  No  Federal  agency  has 
ludged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  york  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO  Florida  AD  20537 


Is  the  runup  in  small  stocks  over?  Is  it  too  late  to  invest 
in  funds  that  buy  small-capitalization  stocks? 


Too  late* 


By  Eric  S.  Hardy 

It  finally  happened:  After  lagging 
the  big-stock  averages  for  most  of  the 
past  decade,  the  stocks  of  smaller 
companies  spurted  toward  the  end  of 
1990  and  into  1991.  The  Russell 
2000,  an  index  of  companies  with 
market  valuations  between  SI 5  mil- 
lion and  S350  million,  climbed  32% 
from  Oct.  1  to  a  peak  in  April.  (Since 
then  the  index  is  off  4%,  about  in  line 
with  the  S&P  500.) 

Is  the  surge  over?  Have  the  small 
stocks  closed  the  gap  between  them- 
selves and  the  bigger  stocks?  John  D. 
Morris  follows  small  growth  stocks 
for  Morgan  Stanley.  He  likens  the 
cyclical  popularity  of  this  sector  to  the 
17-year  cicada.  It  spends  almost  all  its 
life  in  the  ground,  then  emerges  for 
one  short  season  of  conspicuous,  he- 
donistic eating,  drinking  and  mating 
before  dying. 

Morris  does  not  take  this  analogy 
too  literally.  The  small-cap  stocks  do 
lie  dormant  for  years,  but  when  they 
awaken  they  stay  alive  for  more  than  a 
summer.  The  classic  University  of 
Chicago  study  of  small  stocks  found 


long  stretches— 1940-49,  1958-67 
and  1973-82,  for  example — when 
small  companies  consistently  beat 
blue  chips. 

So,  if  history  is  a  guide,  it's  not  too 
late  to  look  at  small  stocks;  they  stand 
a  good  chance  of  doing  better  than 
big  ones  over  the  next  decade. 

Why?  Listen  to  Morris  again: 
"Small  companies  are  more  flexible 
than  large  companies,  and  can  adapt 
more  quickly  to  a  slowdown  by  reduc- 
ing labor  costs  and  overhead."  Now 
that  we're  in  a  recession,  Morris  is 
staying  away  from  highly  leveraged 
companies. 

Small -capitalization  stocks  are  his- 
torically priced  at  a  higher  average 
price/earnings  multiple  than  larger 
stocks.  The  current  multiple  of  19 
times  trailing  earnings  on  the  Russell 
2000  compares  with  16  for  the  Stan- 
dard &  Poor's  500,  a  relationship  that 
makes  the  small  stocks  still  cheap  by 
historical  standards.  "I  can  buy  com- 
panies with  33%  estimated  earnings 
growth  rates  for  about  18  times  earn- 
ings," says  Gary  Lewis,  manager  of 


the  American  Capital  Emerging 
Growth  Fund.  (Examples:  bmc  Soft- 
ware and  Enterra.)  "The  S&P  [500 
index]  earnings  are  only  expected  to 
grow  5%"  this  year. 

Richard  Jodka  manages  the  portfo- 
lio of  the  Putnam  otc  Emerging 
Growth  Fund.  He  thinks  the  next  leg 
of  the  recoveiy  for  small  caps  will 
reflect  a  change  in  leadership  away 
from  health  care  and  biotechnology 
issues  to  cyclical  industries  like  insur- 
ance and  financial  stocks.  So  Jodka 
recently  sold  shares  of  U.S.  Surgical, 
Stryker,  Medical  Care  International 
and  Cytogen  and  purchased  W.R. 
Berkley  (property  and  casualty),  Uni- 
care  Financial  (workers'  compensa- 
tion) and  Tremvick  (reinsurance).  He 
also  likes  Wilmington  Trust  Co.,  a 
smallish  bank  with  a  large  and  profit- 
able trust  department. 

What  about  high-technology  is- 
sues, the  most  volatile  of  small  caps? 
Startups  like  so  Systems  and  DS< 
Communications  led  a  small-cap  rally 
in  the  late  1970s  and  early  1980s 
before  a  technology  bust  set  in  begin- 
ning in  mid- 1983.  The  boom  and 
bust  continues  on  a  smaller  scale  to- 
day. Investors  in  the  Fidelity  Select 
Technology  Fund  saw  their  accounts 
shoot  up  33%  during  the  first  quarter, 
then  fall  5%  in  April. 

Want  to  go  along  for  a  ride  in  small 
caps?  The  table  lists  39  open-end 
funds  that  invest  primarily  in  smaller 
companies.  All  have  been  around  for  a 
minimum  of  five  vears. 
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But  there  are  small-cap  funds  and 
small-cap  funds.  The  Vanguard  Small 
Capitalization  Stock  Fund  is  some- 
thing close  to  an  index  fund  designed 
to  mirror  the  performance  of  the  Rus- 
sell 2000.  But  the  Evergreen  Limited 


Market  is  actively  managed  and  in- 
vests in  small-company  stocks  that  are 
very  thinly  traded.  Some  small-cap 
managers,  such  as  Ralph  Wanger  of 
the  Acorn  Fund  and  James  Engle  of 
Neuwirth,  have  drifted  off  course  a  bit 


into  larger  companies  or  foreign  com- 
panies. So  there  is  no  such  thing  as  a 
generic  small-cap  fund.  Before  plac- 
ing your  bets,  decide  which  sector  and 
which  investment  philosophy  appeal 
to  you.  WM 


Uphill  battle  for  small-company  funds 

With  blue  chips  beating  small-company  stocks  until  recently, 
these  funds  have  lost  ground  since  1986.  The  case  for  them 


now:  the  expectation  that  the  small-cap  recovery  will 
continue  for  several  years. 


Performance 
in  in 

UP         DOWN 


Fund 


—Performance— 
5-year1       1-year 


mar 

RBI 

Janus  Venture 

A+ 
A 

F 
C 

Hartwell  Emerging  Growth 

Sit  New  Beginning  Growth 

Kaufmann 

Fidelity  OTC  Portfolio 

Nicholas  II 

B 
B 

0 

c 

Legg  Mason  Special  Investment 
Selected  Special  Shares 
Acorn 

A 

c 

Putnam  OTC  Emerging  Growth 

C 
A 
A 
B 
C 

D 
D 
B 
B 
A 

Scudder  Development 
Kemper  Summit 
Evergreen  Limited  Market 
Pennsylvania  Mutual 
American  Capital  Emerging  Growth 

16.5% 

16.0 

13.0 

12.8 

11.2 

11.1 
10.7 
10.6 
10.5 
10.3 

9.9 
9.8 
9.5 
9.4 
9.4 


22.3% 

27.4 

29.6 

18.7 

21.6 

21.6 
27.8 
13.7 
7.1 
10.9 

29.1 
22.7 
15.8 
10.4 
25.3 


Assets 
($mil) 


$277 

25 

69 

40 

619 

355 

76 

50 

770 

184 

310 
206 
34 
548 
213 


Maximum    Annual 
sales      expenses 
charge    per  $1002 


none 

4.75% 

none 

0.20 

3.00 

none 
none 
none 
none 
5.75 

none 
5.75 
none 
1.00 
5.75 


B 

D 

IDS  Discovery 

8.8 

23.7 

150 

5.00            ( 

A 

F 

Keystone  Custodian  S-4 

8.5 

26.6 

493 

4.00 

GIT  Equity  Trust-Special  Growth 

8.0 

8.2 

37 

none 

Dreyfus  New  Leaders 

7.8 

11.7 

102 

none 

A+ 

D 

Alliance  Quasar 

7.6 

4.2 

263 

5.50 

Babson  Enterprise 
Royce  Fund-Value 
Gradison  Opportunity  Growth 
Prudential  Growth  Opportunity3 
United  New  Concepts 


7.4 
7.4 
7.0 
6.7 
6.1 


8.4 

8.1 

11.2 

15.3 

30.3 


23 
88 

59 


none 
1.00 
none 
4.50 
8.50 


$1.23 
2.50 
1.12 
2.36p 
1.33 

0.72 

2.24p 

1.22 

0.73 

1.63 

1.34 
0.81 
1.30 

0.94 
0.97 

0.66 
1.27 
1.47 
1.37 
1.10 

1.24 
1.82 
1.52 
1.37 
1.27 


Manager 


James  P  Craig  III 
John  M  Hartwell 
Douglas  C  Jones 
Lawrence  Auriana 
Alan  Radio 

Albert  0  Nicholas 
Bill  Miller 
Ronald  W  Ball 
Ralph  Wanger 
Richard  Jodka 

Roy  C  McKay 
C  Beth  Cotner 
Robin  Kelly 
Charles  M  Royce 
Gary  Lewis 

Ray  Hirsch 
Roland  Gillis 
Richard  P  Carney 
Thomas  Frank 
Frank  W  Burr/Paul  Jenkel 

Peter  Schliemann 
Charles  M  Royce 
William  B  Leugers 
Robert  Fetch 
Mark  Seferovich 


Olympic  Trust-Small  Cap 

6.0 

15.9 

6 

none 

l.OOp 

George  Davis 

B 

D 

USAA  Mutual-Aggressive  Growth 

6.0 

18.4 

135 

none 

0.96 

Stuart  Wester 

B 

D 

T  Rowe  Price  New  Horizons 

5.7 

19.4 

856 

none 

0.81 

Jack  H  Laporte 

Cigna  Aggressive  Growth 

5.5 

27.2 

9 

500 

1.25p 

David  Shinn 

A 

D 

Mass  Financial  Emerging  Growth 

5.3 

19.4 

169 

7.25 

1.43 

Donald  F  Pitcher  Jr 

D  D        Dean  Witter  Devel  Growth  Sees 

John  Hancock  Special  Equities 
Heartland  Group-Value 

A  D        Neuwirth 

D  D        Vanguard  Explorer 

C  C  Fiduciary  Capital  Growth 

C  D  Vanguard  Small  Cap  Stock 

D  D  Nautilus 

D  D  Shearson  Invest-Special  Equities 

•    S&P  500  Index 


5.1 

12.9 

78 

5.00 

1.94 

Robert  J  Kimtis 

4.7 

26.4 

9 

4.50 

2.53p 

Michael  DiCarlo 

4.4 

11.7 

20 

4.50 

1.70 

William  J  Nasgovitz 

4.4 

12.6 

23 

none 

1.84 

James  Engle 

3.7 

19.3 

238 

none 

0.64 

Frank  Wisneski 

3.5 

13.0 

22 

none 

1.40 

Ted  D  Kellner/Donal 

2.9 

11.3 

46 

none 

0.33 

George  Sauter 

2.7 

26.7 

11 

4.75 

2.50 

Duncan  Richardson 

-1.0 

-5.1 

76 

5.00 

2.40 

George  Novello 

13.6 


17.7 


Years  as 
manager 


6 

23 

10 

5 

1 

8 
5 
5 
21 
9 

3 
4 
8 
18 
2 

3 
3 
8 
6 
3 

6 
8 
8 

7 
2 

1 
3 
4 
2 
3 

4 
3 
6 
2 
12 

10 
2 
1 
1 


Forbes  ratings  are  for  performance  against  all  equity  funds  over  2  or,  if  available,  3  market  cycles  (7/31/82  to  4/30/91  or  11/30/80  to  4/30/91).  All  asset  figures  are  as  of  12/31/90. 
'Average  annual  total  return,  compounded.    2As  of  June  1990.    p:  Net  of  partial  absorption  of  expenses  by  fund  sponsor.    3Fund  has  two  share  classes,  one  with  large  12b-lfeeand  back-end 
load  and  the  other  with  front-end  load  and  small  12b-l  fee.  Results  shown  are  for  front-loaded  shares.  Assets  are  for  entire  fund.  Sources:  Upper  Analytical  Services;  FORBES. 
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FAST  FOOD 
FOR  OMNIVORES 


I 


New  cars7  Omnivores  just  eat  them  up. 

OMNI  magazine's  percentage  of  new  car  buyers  in  the 
past  two  years  is  higher  than  Time.  Newsweek. Sports 
Illustrated  and  U.S.  News. * 

And,  as  you'd  expect  with  a  group  so  dedicated  to 
the  latest  and  most  innovative,  Omnivores  are  always 
on  the  lookout  for  the  cutting  edge  in  the  automotive  field. 

Just  as  OMNI  editorial  satisfies  their  hunger  for 
the  new  and  exciting,  your  advertising  in  OMNI  satisfies 
their  appetite  for  the  products  and  services 
you  offer;  such  as  computers,  travel,  electronics, 

•  Fall  1990  MR1  Study 

For  a  FREE  COPY  of  the  latest  issue  send  this  ad  to: 

Marcia  Schultz,  General  Media,  1965  Broadway,  2nd  Floor,  New  York,  NY  10023. 


photo  equipment,  business  equipment, 
alcoholic  beverages  and  tobacco. 

Omnivores  are  young,  well-educated 
and  dedicated  spenders.  Their  median  age 
is  33. 1 ;  62%  attended  or  graduated  college. 
Their  median  household  income  is  $43,181, 
higher  than  Time.  U.S.  News.  Discover. 
People,  and  Sports  Illustrated. 

Given  their  fast  wheels,  Omnivores  aren't 
easy  to  catch. 

Except  in  the  magazine  they  feed  on. 
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MONEY  &  INVESTMENTS 


i  Until  we  get  lower  long-term  interest  rates, 
we  won't  see  a  real  recovery  in. the  economy. 
Conclusion:  Buy  quality  long-term  bonds. 

A  fairly 
sure  thing 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


A  LOT  OF  THE  pundits  think  long-term 
interest  rates  can't  come  down  much 
from  their  current  levels.  Govern- 
ment borrowing  to  cover  deficits  and 
the  built-in  inflation  premium  will 
keep  them  high. 

Nonsense.  The  chief  influence  on 
interest  rates  for  the  near  term  and  the 
long  term  is  the  continuing  softness  of 
the  economy  and  the  difficulty  in 
getting  consumers  to  step  up  spend- 
ing. Inflation  isn't  a  real  problem. 
Only  lower-priced  goods  and  services 
are  selling  well.  There  just  isn't  that 
much  real  demand  for  money. 

The  economy  will  strengthen  and 
the  demand  for  money  will  rise  only 
when  business  comes  to  the  end  of  its 
prolonged  and  deep  cuts  in  the  work 
force.  That  is  not  about  to  happen 
soon.  The  consumer  must  become 
more  optimistic  and  more  willing  to 
spend.  That  won't  happen  before 
there  is  renewed  confidence  that  jobs 
are  secure,  and  that's  more  than  a 
year  away. 

State  and  Local  government  reduc- 
tions in  payrolls  as  part  of  the  effort  to 
close  huge  budget  gaps  will  be  anoth- 
er factor  holding  the  economy  back 
for  an  extended  period — a  year  or 
longer. 


Federal  Reserve  Board  Chairman 
Alan  Greenspan  was  at  a  meeting  of 
the  Business  Council — a  group  of 
275  current  and  former  corporate 
chief  executives — in  Hot  Springs,  Va. 
in  mid-May.  The  meeting  was  a 
gloomy  one.  The  consensus — at  least 
among  the  executives — was  that  sub- 
stantially lower  interest  rates  are  re- 
quired to  revive  the  economy.  Resi- 
dential mortgage  rates  must  drop  to 
9%  for  long-term  fixed-rate  mort- 
gages from  the  current  10%  and  the 
Fed  must  lower  money  rates  by  at 
least  200  basis  points — 2% — from  the 
current  5.75%  target. 

But  the  Federal  Reserve  is  probably 
not  about  to  respond  as  the  business- 
men, and  the  Bush  Administration, 
want.  The  Fed  is  charged  with  achiev- 
ing noninflationary  steady  growth 
with  rising  employment.  Today  that  is 
thwarted  by  business  and  government 
efforts  to  cut  payrolls.  Alan  Green- 
span sees  recovery  coming  from  the 
wealth  factor  in  a  rising  stock  market, 
from  an  eventual  turnaround  in  hous- 
ing prices  and  from  expansion  of  in- 
come as  business  once  again  takes  on 
more  risk. 

Again,  something  that's  not  going 
to  happen  overnight.  But  if  you  agree 
that  we  won't  see  a  recovery  until 
lorg-term  rates  ease,  that's  an  argu- 
ment for  locking  in  current  long-term 
yields  by  making  long-term  bond  in- 
vestments now. 

What  should  you  buy?  Treasury 
issues  provide  protection  against  early 
redemption,  with  a  few  significant 
exceptions  that  are  callable  starting 
five  years  prior  to  final  maturity.  Trea- 
sury interest  payments  have  the  bene- 
fit of  exemption  from  state  and  local 
income  taxes — though  they  are  sub- 
ject to  federal  income  taxes — and  are 
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free  from  risk  of  default. 

In  good  part  because  the  market  is 
worried  about  the  large  calendar  of 
Treasury  offerings  that  lies  ahead,  30- 
year  yields  have  risen  to  8.3%  from  less 
than  8%  in  February.  Buy  a  Treasury 
STRIP,  a  zero  coupon  bond,  due  in 
2018  and  you  get  a  return  of  8.5%  to 
maturity.  Zeros  have  considerable 
market  volatility  and  are  only  for 
those  willing  to  take  risks  and  be  long- 
term  holders. 

For  an  even  higher  return,  consider 
Financing  Corp.  debt,  created  to  help 
the  thrift  industry.  It  carries  a  yield  of 
8.75%.  Backing  this  issue  are  Treasury 
assurances. 

Mortgage -backed  debt  and  tax- 
free  general  obligations  backed  by  full 
faith  and  taxing  power?  Be  careful 
with  these.  Invest  only  with  the  help 
of  sound  credit  analysis.  Get  the  rea- 
soning rather  than  accepting  a 
straight  Buy  or  Don't  Buy  recom- 
mendation. 

Tax  exempts?  Look  for  bonds 
backed  by  a  defined  stream  of  reve- 
nues^— such  as  high-quality  electric 
power,  hospitals  or  gas  tax  bonds — 
rather  than  investing  in  general  obli- 
gations of  some  community  having 
budget- balancing  problems.  You 
might  consider  giving  up  some  tax- 
free  yield  in  exchange  for  the  addi- 
tional security  of  having  bond  insur- 
ance. Yield  give-up  is  about  10  to  15 
basis  points. 

Quality  long-term  bonds  will  do 
well  this  year.  A  decline  of  a  full 
percentage  point  in  Treasury  bond 
yields  would  boost  the  price  of  a  30- 
year  Treasury  by  10.2%.  That  could 
produce  a  total  return  this  year  of  as 
much  as  1 8 . 5 %  for  ultrasafe  long-term 
Treasurys.  How  much  more  could 
you  ask?  ■■ 
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Is  it  too  late  for  investors  to  get  on  the  small-cap 
stock  bandwagon?  The  answer  is:  yes  and  no. 

Watershed 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


Last  year  I  beat  the  drum  long  and 
hard  to  the  tune  that  1990  would  see 
small-capitalization  stocks — those 
with  market  capitalizations  below  a 
billion  bucks — start  besting  big  ones 
for  the  first  time  in  years.  Starting  late 
in  the  year,  the  market  vindicated  my 
judgment.  But  now,  in  my  opinion, 
small-cap  stocks  are  at  a  watershed. 
One  part  of  the  small-cap  universe  has 
had  its  day.  The  other  part  still  has  a 
great  deal  of  life  left  in  it. 

But  first,  some  definitions:  Size- 
wise  the  500  largest  stocks  make  up 
the  big-cap  world,  and  the  next  1 ,500 
in  size  compose  the  tradable  portion 
of  the  small-cap  world.  The  1,500 
now  span  from  about  $  1  billion  down 
to  about  $80  million.  Anything  small- 
er than  that  is  too  illiquid  for  safety. 
Then,  within  the  1,500  are  two  gen- 
eral types  of  stocks:  growth  and  value. 

Small-cap  growth  stocks  are  already 
richly  priced,  currently  at  levels  essen- 
tially identical  to  those  existing  before 
the  great  1983  small-cap  growth 
stock  collapse.  Right  now  the  typical 
small-cap  growth  stock  sells  at  20  or 
more  times  earnings,  4  or  more  times 
book  value  and  has  a  market  cap  of 
200%  or  so  of  sales.  By  contrast,  small- 
cap  value  stocks  are  very  much  cheap- 
er. Maybe  8  to  12  times  earnings, 
125%  of  book  and  a  market  cap  equal 
to  maybe  35%  of  sales. 

More  important,  small-cap  valua- 


tion distributions  (the  percentage  of 
the  small-cap  world  that  sells  within 
any  given  range  of  p/es  or  price/sales 
ratios)  are  mirror  images  of  distribu- 
tions from  the  spring  of  1983.  For 
example,  in  April  1983,  18.3%  of  the 
small-cap  world  had  p/es  between  25 
and  150.  Now  17.4%  does.  That  level 
compares  with  8.2%  and  7.2%  at  the 
market  bottoms  in  1990  and  1982. 

Another  parallel  with  1983  is  the 
flood  of  new  stock  offerings.  In  the 
two  weeks  ended  this  Apr.  30  there 
was  $3  billion  worth  of  new  stock 
certificates.  The  new  stock  is  being 
offered  mosdy  by  growth  companies 
with  high  valuations.  The  current  lev- 
el of  new  issues  is  about  three  times 
that  of  recent  vears — and  again  on  a 
par  with  1983.' 

So  I  am  convinced  that  market 
leadership  in  the  small-cap  sector  is 
about  to  rotate  from  the  growth 
stocks  to  the  value  stocks.  Partly  my 
faith  is  based  on  what  has  happened 
among  the  1,500  stocks  I  look  at 
during  periods  of  similar  past  mone- 
tary conditions.  On  Apr.  30  the  Fed 
cut  the  discount  rate  for  the  third  time 
in  recent  months.  There  have  been 
five  times  since  1970  that  the  Fed  has 
cut  the  discount  rate  three  times  with- 
in a  12-month  period.  Each  time, 
there  was  a  clear  market  effect  in  the 
next  6-,  12-  and  24-month  periods. 

All  stocks,  even  the  500  largest,  did 
pretty  well — but  on  average  small-cap 
stocks  did  better  than  big-cap  stocks 
and  value  stocks  beat  growth  stocks. 
In  the  first  year  after  the  third  rate  cut, 
the  1 ,500  stocks  performed  8.5%  bet 
ter  than  the  500  biggest  stocks.  Most 
of  that  superior  performance  was  ac- 
counted for  by  the  stocks  selling  for 
low  multiples  of  earnings  and  sales. 

This  makes  sense.  In  the  tight  mon- 
ey conditions  preceding  discount  rate 
cuts,  those  firms  least  threatened  by 
their  bankers  are  the  biggest  growth 
firms.  What  banker  in  his  or  her  right 
mind  would  cut  off  IBM  or  Merck? 


Smaller  growth  firms  fare  less  well 
but,  because  of  high  valuations,  they 
can  usually  get  capital  if  needed  from 
new  equity  offerings  without  it  being 
too  cosdy  and  painful  in  terms  of  the 
amount  of  new  shares  they  have  to 
offer  to  get  the  money. 

•  But  the  low-valuation,  less  regard- 
ed smaller  firm  can't  get  new  capital 
from  the  stock  market.  Their  low 
valuations  insure  that  raising  money 
from  new  stock  sales  would  require  so 
much  new  stock  that  earnings  per 
share  would  get  decimated  by  the 
avalanche  of  all  the  new  shares.  At  the 
same  time,  in  tight  money  periods 
these  unexciting  corporations  are  the 
most  likely  ones  for  a  bank  to  abandon 
when  trying  to  upgrade  the  corporate 
quality  of  its  loan  mix. 

So,  as  the  Fed  loosens  monetary 
conditions,  it  is  the  small-cap  value 
stock  that  feels  the  most  incremental 
access  to  capital.  It  is  like  releasing  a 
depressed  spring. 

In  today's  small-stock  market  there 
are  plenty  of  good  value  companies 
with  perfecdy  adequate  balance 
sheets  and  strong  basic  businesses. 
One  that  fits  my  tastes  is  Pinkerton's 
(28,  o-t-c).  With  a  $235  million  mar- 
ket cap,  it  sells  for  40%  of  revenues. 
This  is  the  same  outfit  that  once  upon 
a  time  tracked  down  Butch  Cassidy 
and  the  Sundance  Kid;  it  now  offers 
security  guard  and  private  investiga- 
tion-type services.  What  with  the  cur- 
rent trend  in  American  crime,  I  think 
Pinkerton's  will  benefit  nicely  from 
growth  the  market  hasn't  yet  really 
factored  in. 

Another  value  stock,  and  one  no- 
body likes,  is  Black  &  Decker  (12). 
While  up  50%  from  its  8  low  last 
October,  it  is  still  at  the  lowest  price  of 
the  prior  ten  years.  The  company 
butchered  itself  with  the  debt  it  took 
on  to  acquire  Emhart,  but  I  think 
that,  at  16%  of  revenue  and  86%  of 
book  value,  its  price  more  than  dis- 
counts its  basic  problems. 

Then  there  is  Standard  Commer- 
cial (\S),  a  worthy  player  in  the  unc\ 
citing  areas  of  tobacco  and  wool  bin 
it  is  far  too  cheap.  Finally,  consider 
auto  parts  maker  Federal- Mojjul(  17), 
selling  at  33%  of  revenue;  it  should 
perform  well  whenever  SUtOS  eventu- 
ally pick  up  in  the  next  lew  years.  For 
these  and  other  smaller  value  stocks, 
there  is  a  big  run  still  ahead.      Hi 
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Louis  Navellier  is  the  star  performer  among 
market  letters  since  1985.  What's  his 
method?  Will  it  work  in  the  future? 

Relativity 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Louis  Navellier's  MPT  Review  is  far 
and  away  the  best- performing  adviso- 
ry letter  among  those  I  have  followed 
over  the  last  six  years.  It  has  achieved  a 
compound  annual  total  return  of  41% 
since  the  beginning  of  1985,  the  Hul- 
bert Financial  Digest  calculates.  Over 
the  same  years  the  market  compound- 
ed at  just  17%.  A  faithful  Navellier 
follower  could  have  run  $100,000 
into  nearly  $600,000  over  the  period. 

Only  one  other  letter  comes  close: 
James  Collins'  OTC  Insight  (which 
Navellier  himself  used  to  edit),  whose 
performance  is  some  3%  per  year  be- 
hind Navellier's.  After  that,  the  next 
closest  compounded  at  just  18%, 
scarcely  better  than  the  market. 

Navellier  classifies  his  approach  as  a 
variation  on  relative-strength  analysis. 
This  ancient  style  of  trading  calls  for 
the  purchase  of  stocks  that  have  been 
beating  the  market  in  recent  months, 
on  the  notion  that  momentum  will 
carry  them  forward  a  while  longer. 
Obviously,  this  momentum  game 
can't  go  on  forever;  stocks  that  get 
too  far  ahead  of  their  intrinsic  values 
eventually  come  back  down. 

But  the  case  for  relative-strength 
buying  is  at  least  plausible.  It  goes  like 
this:  It  takes  the  market  a  while  to  fully 
absorb  good  news  about  a  company. 


Also,  the  good  news  about  a  company 
is  likely  to  last  for  a  while.  A  successful 
product  introduction,  for  example, 
bolsters  sales  and  profits  for  many 
months  or  even  years.  So,  when  a 
stock  is  on  a  winning  streak,  it  is  likely 
to  continue  to  draw  strong  cards.  An 
element  of  relative -strength  buying  is 
behind  the  old  Dow  Theory  ("trends 
persist")  and  the  Value  Line  Invest- 
ment Survey  ranking  system. 

Navellier  takes  this  relative- 
strength  analysis  a  step  further.  A 
stock  must  do  more  than  just  outper- 
form the  market  to  qualify.  Since 
some  stocks  always  move  faster  than 
the  market,  both  on  the  up  side  and 
the  down  side,  he  wants  to  see  a  stock 
that  is  moving  faster  than  it  normally 
does.  For  example,  if  stock  xyz  has 
historically  moved  up  or  down  twice 
as  much  as  the  market  itself,  Navellier 
wouldn't  get  interested  if  it  moved  up 
40%  when  the  market  moved  up  20%. 
But  if  it  moved  up,  say,  50%  in  a  20% 
market,  he  would  take  notice.  Navel- 
lier further  narrows  his  buy  list  by 
choosing  those  stocks  that  have  had 
the  least  volatility  in  the  past. 

To  put  all  this  into  terms  familiar  to 
fans  of  Modern  Portfolio  Theory:  Na- 
vellier uses  the  past  12  months  of 
price  changes  in  a  stock,  compared 
with  the  market's  movements,  to  cal- 
culate an  alpha,  the  amount  by  which 
the  stock  outdoes  the  market.  Then 
he  divides  the  alpha  by  a  measure  of 
volatility  called  the  standard  devi- 
ation. The  higher  this  ratio,  the  better 
Navellier  likes  the  stock. 

In  short,  he's  looking  for  stocks 
that  suddenly  speed  up  their  normal 
rates  of  change.  Despite  the  fact  that 
this  formula  penalizes  stocks  for  hav- 
ing high  volatility,  Navellier's  portfo- 
lios still  have  been  about  75%  more 
volatile  than  the  market  as  a  whole. 
That's  because  you  just  don't  see  high 
alphas  in  sleepy  stocks. 


Will  Navellier  in  the  1990s  be  able 
to  keep  up  his  torrid  pace  of  the  last  six 
years?  I  don't  have  a  working  crystal 
ball,  but  I  do  suspect  he  will  have 
trouble  doing  so.  During  the  latter 
stages  of  a  bull  market — which  is 
where  we  seem  to  be — high  relative- 
strength  stocks  have  tended  to  shine. 
But  during  bear  markets,  such  stocks 
have  typically  been  among  the  biggest 
losers.  It  happened  to  Nifty  Fifty 
stocks  in  the  1973-74  crash;  it  could 
happen  to  Amgen  next  week. 

Will  Navellier  be  able  to  protect 
himself  during  a  bear  market?  He  says 
yes.  He  says  there  is  an  element  in  his 
rating  formula  that  promotes  (rela- 
tively) safer  stocks  when  the  market  as 
a  whole  becomes  overvalued.  Suppos- 
edly, then,  his  portfolios  should  be 
safest  at  market  tops. 

I  nevertheless  worry.  Navellier  al- 
ways keeps  his  model  portfolios  fully 
invested,  and  he  took  a  terrible  beat- 
ing in  the  1987  crash.  I  calculate  that 
the  average  loss  of  his  letter's  model 
portfolios  in  October  1987  was  36%, 
half  again  as  bad  as  the  market's  loss. 

The  Achilles'  heel  of  Navellier's 
approach  to  risk  reduction  is  that 
during  bear  markets  liquidity  simply 
dries  up  for  many  of  his  recommend- 
ed over-the-counter  stocks.  It  is  little 
comfort  to  the  follower  of  Navellier's 
portfolios  to  know  that  his  stocks  have 
low  historical  volatility  if  no  market 
makers  are  willing  to  bid  for  a  stock  he 
wants  to  sell.  This  is  precisely  what 
happened  in  October  1987. 

My  advice,  then,  is:  Don't  follow 
Navellier  if  you  have  low  tolerance  for 
gut-wrenching  declines;  you  might 
be  scared  into  selling  at  exactly  the 
wrong  time.  If  this  potential  volatility 
doesn't  bother  you,  his  approach 
seems  to  have  a  lot  to  recommend  it. 
Right  now,  Navellier's  brand  of  rela- 
tive-strength analysis  favors  reces- 
sion-resistant companies  (such  as 
food  processors)  and  certain  cyclical 
ones  (including  paper  companies). 
He  anticipates  that  these  will  soon 
displace  the  health  care,  medical  tech- 
nology and  software  companies  that 
have  been  at  the  top  of  his  buy  list  and 
still  dominate  it.  Among  recent  buy 
recommendations:  Smithfield  Foods 
(producer  of  fresh  pork  and  various 
processed  meats),  Richfood  Holdings 
(wholesale  food  distributor)  and 
Mosinee  Paper.  All  trade  o-t-c.      M 
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What  do  you  do  when  the  market  turns 
against  you  and  even  your  best 
ideas  are  losers?  Do  you 
stick  with  it  or  throw  in  your  hand? 

Losing  it 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


Bob  Wilson,  the  famous  hedge  fund 
manager  best  known  for  his  short- 
selling,  dramatically  retired  five  years 
ago.  This  was  a  disappointment  to  his 
brokers  and  to  the  press.  He  was 
always  fun  to  talk  with  and  to  write 
about.  Wilson's  reasons  for  retiring 
are  enough  to  give  any  portfolio  man- 
ager uncomfortable  pause. 

Wilson  had  made  his  retirement  a 
point  of  honor.  He  frequently  stated 
that  if  he  ever  failed  to  significantly 
outperform  the  market  for  three 
straight  years,  he  would  get  out. 
Money  managers,  Wilson  says,  are 
like  athletes.  Once  they  have  passed 
their  prime,  it  is  pathetic  to  see  them 
try  to  hang  on.  With  diminishing  skills 
their  performance  moves  from  star 
quality  to  mediocre  or  worse. 

Having  been  badly  out  of  sync  with 
the  stock  market  in  1991  myself,  Wil- 
son's decision  gives  me  something  to 
think  about.  If  he's  right  and  investors 
are  like  athletes,  how  can  they  pro- 
long their  careers? 

Seeking  an  answer,  I  talked  with  a 
lot  of  people.  In  pursuing  the  athlete/ 
money  manager  metaphor,  I  prom- 
ised everybody  I  talked  to,  except  Bob 
Wilson,  anonymity  on  the  theory  that 
they  would  be  more  candid  if  I  did.  A 
folksy  chief  executive  officer  I  know 


said:  "It  has  been  my  experience  that  a 
man  generally  doesn't  alternate  be- 
tween dumb  and  smart."  Yet,  with 
the  possible  exception  ofWarren  Buf- 
fett — who  seems  to  be  an  investor  for 
all  seasons — money  managers  have 
cold  spells  in  which  they  appear  very 
dumb  indeed.  Often  well-reasoned 
investment  ideas  are  simply  over- 
whelmed by  the  shifting  tides  of  stock 
market  psychology'.  Competent  peo- 
ple can  look  and  feel  extremely 
incompetent.  It  is  exasperating. 

When  pressed,  preeminent  inves- 
tors will  admit  that  during  out-of- 
sync  periods  they  question  whether 
they  have  "lost  it."  Investing  will 
always  to  a  great  degree  remain  an  art 
rather  than  a  science  and  most  invest- 
ments involve  an  "intuitive  leap." 
When  things  are  going  badly,  there  is 
that  nagging  feeling  that  "the  world 
has  passed  me  by"  or  "I  have  lost  my 
feel  and  I  may  never  get  it  back." 

Basketball  players  joke:  "Shoot  to 
get  hot.  Shoot  to  stay  hot."  When 
Larry  Bird  misses  ten  straight  shots, 
his  teammates  don't  start  hissing 
"Pass  the  ball,  you  idiot."  Similarly, 
great  investors  keep  investing  even 
after  they've  missed  some  spectacular 
shots.  Great  traders  keep  trading.  "If 
I  stop  playing  the  game,"  says  one 
investor,  "I  won't  know  when  I'm 
back  in  touch.  What  I  do  change 
[when  the  market  runs  against  him  ]  is 
the  size  of  my  commitments.  I  play 
with  smaller  amounts  of  money  until  I 
am  in  sync  and  then  I  raise  the  bets. 
Otherwise  I  might.go  broke." 

If  investors  stick  to  their  disciplines, 
those  feelings  of  self-doubt  pass  fairly 
quickly.  But,  for  investors  who  rely 
almost  exclusively  on  intuition  rather 
than  on  strong  fundamental  disci- 
plines, that  feeling  of  self-doubt  may 
very  well  be  justified.  International 
investors,  for  example,  who  try  to 


keep  up  with  currencies,  global  warm- 
ing, politics  in  the  Balkans,  etc.,  are 
more  subject  to  "losing  it"  than  Gra- 
ham-and-Dodd-type  value  investors. 

In  investing  as  in  athletic  slumps, 
talking  with  a  knowledgeable  friend 
can  help.  Throughout  his  career, 
whenever  Jack  Nicklaus  had  problems 
with  his  golf  game,  he  would  return  to 
Columbus,  Ohio  to  consult  with  the 
late  Jack  Grout,  his  lifelong  teacher. 
Grout  knew  Nicklaus'  game  and 
could  tell  quickly  where  his  star  pupil 
had  gone  off  the  track.  Similarly,  most 
successful  investors  have  someone 
who  knows  their  investment  game 
well  and  with  whom  the  slumping 
investor  can  discuss  his  or  her  prob- 
lems. Frequently  the  investment  con- 
fidant can  objectively  size  up  the 
problem  and  propose  a  solution. 

The  world  of  investing,  like  the 
world  of  sports,  does  change,  and 
certain  styles  of  play  may  work  beauti- 
fully for  short  periods  of  time  and 
then  fade  from  the  scene.  Players  have 
to  adapt  or  get  out.  For  example,  with 
fewer  takeovers,  risk  arbitragers  have 
had  to  broaden  their  investment  hori- 
zons, and  what  has  happened  to 
short-sellers  in  1991  is  just  too  painful 
to  talk  about. 

When  should  an  investor  "hang  it 
up" — as  Bob  Wilson  did?  Byron  Nel- 
son, the  great  golfer,  retired  from  the 
pro  tour  explaining  that  he  knew  it 
was  time  to  quit  when  he  had  "to  try 
to  try"  In  other  words,  when  com- 
peting in  the  game  was  no  longer  as 
natural  and  compelling  as  eating  and 
breathing,  he  gave  it  up.  As  long  as  a 
professional  investor  can  think  of 
nothing  that  he  would  rather  be  do- 
ing than  investing,  he  should  proba- 
bly stay  at  it. 

Nolan  Ryan,  the  44-year-old  pitch 
ing  phenom,  attributes   his  athletic 
longevity  to  "good  genes,  continual 
conditioning  and  solid  pitching  me- 
chanics."  That  lesson  can  be  applied 
to  investors.  Investors  can't  do  much 
about  their  genes.  But  they  can  try  to 
minimize  stress,  try  to  stay  healthy, 
stay  informed  and  work  continually 
on  their  investing  fundamentals.  And 
as  long  as  they  do  all  of  those  things, 
and  as  long  as  they  find  the  invest 
ment  game  compelling,  the  chances 
are  that  investing  slumps  will  pass  and 
that  their  careers  will  long  be  prospei 
ous.  At  least  I  hope  so.  *■ 
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IN  IttlJHE  SOLDIERS 
MARCHED  OFF  TO  WAR  AND 
THE  ARMED  SERVICES  YMCA 

WAS  THERE  WITH 

HELP  AND  SUPPORT. 


HISTORY  DOES  INDEED 
REPEAT  ITSELF. 


The  wars  have  had  different  names,  different 
objectives,  but  the  commitment  from  the  YMCA  to 
our  troops  has  never  varied. 

From  the  Civil  Wir  to  the  World  Wars  to  the  Gulf 
Wir,  through  the  years  of  peace  in  between,  the 
Armed  Services  Y  has  been  there  asking,  "What  can 
we  do?"  and  "How  can  we  help?"  The  result  is  130 
years  of  experience  in  developing  the  skills,  expertise 
and  programs  to  provide  support  for  the  families  of  the 
men  and  women  of  the  armed  services. 

Last  year,  before  the  crisis,  they  helped  over 
500,000  individuals,  including  single  and  married 
military  members,  spouses  and  children.  This  year,  in 
a  time  of  war  and  postwar,  they  expect  that  number 
to  double  as  the  Armed  Services  Y  responds  with  the 
help  of  hundreds  of  community  YMCAs . 


Our  active  duty  enlisted  and  their  familes  are 
under  tremendous  stress.  There  are  cries  for  help 
from  thousands  of  reservists  and  their  families,  as  well. 
So  many  young  families  were  caught 
unprepared.  It  will  be  a  long  time 
before  their  recovery  is  complete. 

The  crisis  facing  our  young 
military  has  created  a  crisis  for  the 
Armed  Services  Y  as  well.  And 
they  desperately  need  your  help. 

I  would  like  to  ask  you  to  join 
Phillips  Petroleum  Company  in 
supporting  this  fine  organization  in  any  way  you  can. 
Throughout  history,  our  enlisted  have  never  delayed 
in  their  response  to  us.  How  can  ^jTTArmed 

•^  Services 
YMCA 


C.J.  "Pete"Silas 

Chairman 

Phillips  Petroleum  Company 


we  delay  in  our  response  to  them? 


■1 

■»■■ 


For  more  information  about  how  you  can  help  our  U.S.  military  personnel  and  their  families,  please  write:  Armed  Services  YMCAofthe  USA,  National  Office, 
6225  Brandon  Ave.,  Suite215,  Springfield,  Virginia  22150-2510,  orcall  703-866-1260. 


FORBES  MARKET 


FINANCIAL  SERVICES 


CORPORATE  ITEMS 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Cali  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EXTRA  B0NUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


FINANCIAL  SERVICES 


Introductory  Trial 

Value  Line 
Only  $65 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $65.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee.    \*5»i/' 

Call  Toll-FreeV 
1-800-833-0046 

(Ext.  i2686-Dept.  316A10) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


CAPITAL  AVAILABLE 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  ■  franchisor,  cell 
the  franchise  specialists. 

Francorp' 

New  York        Chicago       L©»  AngoUs 


*OJj  W  Cfiw't  »>.<) 


VENTURE  CAPITAL 

Equity,  debt,  joint  venture  lor  Corporate 
start-up  or  expansion.  Real  hstate. 
Venture  funding  No  Front  Fees  Brokers 
protected.  Send  business  plan  to  Jim 
Madden.  World  Venture  Partners.  Lid.. 
8703  Yates  Drive.  #200.  Westminster. 
Colorado  80030.  (303)  428-'l800  Lax 
(303)428-1924. 


(212IM2-MOO      |7M|4ai2tOO        |2l3|3M-0*O0 

1-800-877-1103 


FRANCHFSF  YOLR 

BLSI\ESSS2,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


it 


J  FRANCHISES 

1  • 


THAT 
J  SELL 
609-662-6446 


SHARING 


(SCARING 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  IO: 

Free  Business  (  attlog 

IS   Government  Printing  Offlci 

Office  of  Marketing— Stop  SM 

Washington    DC  20401 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


BUSINESS  OPPORTUNITIES 


Network  Marketing  at  its  finest: 
"The  Safe  Way  To  Wealth." 

Oil  group  provides  comprehensive  executive  1 
training  and  support  using  professional  in-  I 
house  materials  We  get  predictable  results  of  | 
time  freedom  and  extraordinary  income  We  ■ 
are  looking  for  sincere  professionals,  seeking  _ 
a  viable  alternative  to  a  franchise  or  the  40  ' 
year  employment  plan  Financial  retirement  I 
possible  in  2-4  years  | 

Contact  Tony  Musso,  IMS  Inc.      I 
1-800-845-8901  ■ 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call  Write  for  FREE  KIT: 

P.O.  BOX  484-FB 
Wilmington.  DE  19899 

80O-321-CORP  •  302-652-6532 


auKirc 


wry, 
\btd. 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES  FARMS  A  RANCHES 

FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes   ANY   surface  like   magic 
Instantly'  Terrific  10  second  demonstration'  Fast 
$3  49  seller  pays  $2  90  profit'  Big  volume  Chain 
Store  item  Exclusive  territory 

FREE  SAMPLE  '%«'' 

QDP      13um      WASHINGTON  AVENUE 
flOfO     ST  LOUIS.  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 
lot  Wot  Lite  and  Audem* 
fipe'ienct  No  CUsttoom 

toioawu  MtfluiiM 

1  •  800-423-3244 

oi  send  detailed  resume 
to'  Free  I  valuation 

Pacific  Western  University 

tOO  N   StpumdJ  BIX)     0*o<    '!5    los  A>H)«m   CA  40049 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES • 

BuV"*SS  ft  PuD'iC  Administration 

Cr.rmn«i  Jut»>ca  Mgl    Theology  LAW 

Financial  nd  available 

TOLL  FREE  24  hrv  (800)  759-0005 

LA  SALLE  UNIVERSITY 

Mandevilie.  LA  70470  4000 


J 


FORBES  MARKET/ 
CLASSIFIED 

Advertising  closing  date  is 
one  month  preceding  date  oi 
issue. 

Frequency  discounts  avail- 
able. Payment  must  accom- 
pany order  unless  from 
accredited  agency. 

FOR  ADDITIONAL 

INFORMATION 
WRITE  OR  CALL: 

LINDA  L0REN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave..  NY.,  NY  10011 

(212)  620-2440 


FORBES  MARKET 


CORPORATE  ITEMS 


WINE  CELLARS 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F16,  119  N  11th  St.,  Greenpoint,  NY  11211 


WINE  CELLARS 


BY 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  m AbE  in  u  s  a 


FACTORY  DIRECT  TO  YOU  v,sad7scocv7ramx 


MODEL      DESCRIPTION       APPRX  CAPACITY 


440 

700 

296 

114 

230 

700FUR 

700HH 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  and  Hers 


400 
600 
280 
114 
230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 

COST 

$1695 

1995 

1795 

995 

1195 

1995 

2995 

659 


Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  Box  6 1 6 1 E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  8E  UNDERSOLD  ♦  CALL  US  FIRST 


HEALTH  AND  FITNESS 


CORPORATE  ITEMS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


STOP  SWEAT 
6  WEEKS 

Drionic®  is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effective  say 
10  medical  books. 


FEET 


Send  for  free  information. 

GENERAL  MEDICAL  CO.  Dept.  FOB-45 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


O  1W0QENMEDCO 


COMPUTERS 


INDUSTRIESINC 


iHfmRRYmflc 


Our  15th  year  of  DISCOUNTS 

Tandy®  Computers 

Radio  Shack®  phones ...  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy.(Houston)  TX  77450 
1-713-392-0747    Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800-626-3352 


ample! 


FREE  sampl 

Customized  LOGO  Watches 
write  or  call  tor  detail 

•  Inexpensive,  low  mini- 
mum, high  quality 

•  Ideal  for  premiums, 
promotions,  corporate 
gifts,  resale,  etc. 

Send  us  your  color  logo  (from  letterhead, 
business  card,  etc.)  along  with  US$19.50 
per  watch  (limit  of  3),  and  we  will  rush  a 
genuine  working  quartz  sample(s)  to  you. 
specify  men's  or  ladies*  size. 
color  brochure  upon  request 

INFINITY      WATCH 

CORPORATION 
2530  Corporate  Place.  Suite  110.  Dept  F1. 
Monterey  P^  r  k  .  C  A  9  17  5  4 
Tel '213  •  266  •  0998   •   Fax  •  213  •  266  •  1 1 16 


BOATS 


THE  POKE  BOAT* 

ITS  FARTHING  A  CANOE  ISNT. 
It  weighs  only  28     f\      Call  toll-free 
pound*  For  loss     /       \  1-800- 

than  $800  you       A-.--      \  -\ca 

can  buy  /  V  J:** 

more  than      //  V\     0190 

a  canoe 


REAL  ESTATE 


FOR  SALE:  Guest  ranch  on  the 
Shoshone  River— near  Cody.  Wyoming. 

Busy  91  season  underway.  Estate  Sale. 

13,400  acre  ranch  on  Meeteetse  Creek— 

30  miles  south  of  Cody.  Very  private  with 

lots  of  hunting  &  fishing.  Complete  cattle 

or  sheep  operation.  $1,300,000.00 

WESTERN  REAL  ESTATE  PO.  Box  2228 

Cody,  Wyoming  82414  307/587-5584 

lack  Peterson Ed  Higbie 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  71  models  ore  hand- 
crafted from  solid  mohogony  with 
hondpomted  markings  and  details 

•  Over  160  models'  in  stock 

•  Priced  from  $99.50 

•  Sotisfodion  guaranteed 

Call  1-800  950  9944 


I  \<  IIH 


WOtUrSUADMOMMOS 
OFRNt 

AnosaumjKS 

ScomdoleA«pat,AZ  85260 
WCI991I84I   -i_    » 


T< 


e/o-s  €T  CtL 


sc^s^i'BVm^Qiq'L'Jt 


An  exquisite  German  crafted  Ball  Pome 

and  Fountain  pen  set,  featuring  a 

marbled  finish  in  Burgandy,  Grey, 

Brown,  Green  or  Blue.  With  25K  Gold 

layered  trim  and  nib,  you'll  be  sure 

to  be  giving  a  gift  that  will  be  long 

remembered,  satisfaction  fully  guaranteed 

Send  checks  for 

$119.00  payable  to: 

Pens  et  a  I 

254-B  No  Broadway  W205 

Salem,  New  Hampshire  03079 

(800) 622-7367 


RETIREMENT 
OPPORTUNITIES 


RETIRE  TO  NEW  HAMPSHIRE 

Enjoy  an  active  4-Season  Lifestyle. 
For  free  information  kit,  State  map 
and  Governor's  invite,  phone 
603-526-8368  or  write  Retiree  Infor- 
mation Centre,  OLD.  P.O.  Box  856, 
Concord,  N.H.  03302 


Your  Logo  in  Full  Colors 
Next  to  Proud  Old  Glory! 

100%  USA-made  Ambassador  Lapel  Flags* 

Jewelry  quality  •  Delivery:  14  bus.  days 

TME  Co.,  117  Park  Lane  Road 

New  Milford,  CT  06776 

(800)535-5255   •   Fax  (203)354-2786 


SAVE  UP  TO  60% 

Take  advantage  of  one  of  the  fastest  growing 
sports  in  the  world  and  begin  building  clubs  for 
business  and  pleasure. 

IT  Golfs  years  of  experience  and  knowledge 
provides  you  a  full  line  of  original  "pro-line" 
quality  components  and  finished  clubs  while 
saving  you  up  to  60%  with  factory  direct 
wholesale  prices 

Before  you  "invest "  in  a  new  set  of  clubs,  take 
a  look  at  LIT  Golf  components  They'll  speak  for 
themselves.. .and  you! 

UTGOlf 

1-800-66^-6033 

frtb  »esl  I S00  South 
Sail  Lake  Cm,  lull 
l-MI-ri-OOtb 

MasterCard*  MM  accepted 


Forbes: 
Capitalist 

TooP 
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EDITED  BY  THOMAS  JAFFE 


What  now? 

Sometimes  you  do  your  best  stock 
picking  when  the  market's  a  mess. 
Take  the  period  between  last  August 
and  this  January.  The  market  cracked 
on  Saddam  Hussein's  invasion  of  Ku- 
wait, bottomed  in  October  and  stum- 
bled along  until  the  start  of  the  allied 
offensive  against  Iraq.  Then  the  bulls 
trampled  the  bears. 

During  those  months  Streetwalker 
favorably  reviewed  several  stocks  that 
have  since  performed  very  nicely.  But 
the  question  is,  If  you  have  big  gains 
in  these  stocks,  what  should  you  do? 

Commodity  chemicals  maker 
Georgia  Gulf  (recent  price,  15%)  has 
more  than  doubled  since  December. 
Our  source  has  taken  big  profits  and 
suggests  that  others  follow  suit. 

Blue  chips  Hershey  Foods  (43V4) 
and  Dayton  Hudson  (72V&)  have  ris- 
en 23%  and  35%  since  November- 
December.  The  retailers  are  ahead  of 
themselves;  Dayton  should  probably 
be  sold.  As  for  Hershey,  our  price 
objective  was  53,  so  there's  still  20%- 
plus  upside  even  from  current  levels. 

Some  lesser-knowns  have  gained 
anywhere  from  30%  to  60%:  Security 
firm  Wackenhut  (305/s),  mail  order 
retailer  Blair  (40V2),  off-price  clothier 
Syms  (10V£),  amusement  park  opera- 
tor Cedar  Fair  ( 16V6),  specialty  chem- 
icals maker  Loctite  (297/s)  and  tire 
retreader  Bandag  (95V2).  Although 
the  six  appear  to  have  temporarily  run 
out  of  steam,  we'd  stick  with  them. 

What  about  the  shorts?  Lone  Star 
Industries,  at  ll5/s  last  August,  was 
dead  meat.  It  filed  for  Chapter  1 1  and 
crashed  to  l7/s.  But  then  the  bottom- 
fishers  sailed  in;  the  stock's  recovered 
to  around  5.  We'd  steer  clear. 

We  also  fingered  Polaroid  as  a  has- 
been.  Lately  at  25,  the  stock  is  off 
30%.  No  bargain;  it's  still  a  has-been. 
Get  out  of  Mead,  we  said,  at  29%;  it 
nosed  under  20.  Now  the  stock's  back 
over  30,  but  our  source  says  it  will  see 
the  20s  again.  The  same  sort  of  thing 
has  happened  to  touted  takeover  tar- 
get Union  Texas  Petroleum — 17  to 
12%,  and  back  to  17.  Don't  catch  it 
on  the  rebound,  our  source  advises. 

In  September  Streetwalker  recom- 
mended a  swap:  Sell  Boise  Cascade, 
buy  International  Paper.  Since  then, 
Boise  (25)  is  off  30%;  IP  (62x/2)  is  up 
22%.  Boise  still  has  problems;  stay 
away.  IP  is  considered  the  class  act  of 


its  industry.  Buy  on  any  weakness. 

Finally  there  are  stocks  that  haven't 
done  much  of  anything  since  we 
wrote  about  them.  Several  of  these 
Streetwalker  likes  more  than  ever.  If 
United  Telecommunications  (267/s) 
cannot  make  a  go  of  its  Sprint  long- 
distance network,  someone  else  may 
get  the  opportunity.  Carl  Lindner's 
cap  shrink  at  conglomerate  Penn 
Central  (247/s)  should  benefit  earn- 
ings in  an  economic  recovery.  For  all 
its  recent  management  shuffling,  Par- 
amount Communications  (37%)  still 
looks  like  fair  acquisition  game.  Al- 
though distiller  Seagram  (lOOVs)  is 
making  new  highs,  it's  up  only  15% 
since  January.  Specialty  chemicals 
producer  Ethyl  (277/s)  manufactures  a 
gasoline  additive  claimed  to  produce 
cleaner  fuel  emissions.  Eventually  this 
is  bound  to  be  big  business. 

Oops,  we  goofed 

Now  THAT  you've  read  of  Streetwalk- 
er's successes,  what  of  the  blunders? 
We  said  Lincoln  Telecommunica- 
tions (2ZXA)  and  Western  Publishing 
(I2V4)  were  takeover  targets.  No 
deals  yet.  Since  August  they're  both 
off  more  than  20%.  The  telephone 
industry  continues  to  consolidate, 
and  we  still  think  a  small  independent 
like  Lincoln  will  get  snapped  up  soon- 
er or  later.  But  it  may  be  later.  On 
Western,  take  your  loss  and  reinvest 
elsewhere. 

In  September  we  said  the  office 
supplies  superstore  chains  were  over 
priced.  But  Office  Club  was  acquired, 
and  BizMart  is  being  bought.  Staples 
(28V2)  and  Office  Depot  (28%),  the 
two  leaders,  are  both  up  over  50%. 

Streetwalker  expected  defense  cuts 
to  hurt  Northrop.  No  soap.  The 
stock,  recently  at  23,  has  flown  over 
40%  higher.  If  it's  any  consolation, 
our  source  is  as  bearish  as  ever.  Mean- 
time, it  hasn't  paid  to  turn  against  big 
institutional  favorites  like  Dow 
Chemical  (53%)  and  Union  Camp 
(42V8).  They're  each  up  more  than 
20%  since  November- December. 

There  were  also  a  couple  of  hot 
growth  companies  we  thought  would 
cool  off  that  haven't:  Smith's  Food  & 
Drug  Centers  (37V2)  and  Medicine 
Shoppe  International  (24V2).  Al- 
though the  stocks  are  down  from 
their  12-month  highs,  they're  both 


still  up  roughly  40%  since  appearing  in 
Streetwalker.  We  wouldn't  buy  them 
now;  one  disappointing  earnings  an- 
nouncement can  torpedo  stocks  like 
these.  But  shorting  them  requires 
sterner  stuff  than  we,  and  most  inves- 
tors, are  made  of. 


Retail  tale 

Specialty  retailers'  stocks  have  had 
a  tremendous  run  since  October.  Pri- 
or to  October,  most  people  were  wor- 
ried about  how  deep  the  recession 
would  be.  But  then  attention  shifted 
to  when  a  recovery  would  set  in.  It  was 
1992  that  really  counted,  and  1992 
looked  good.  The  stocks  ran.  For 
example,  Merry -Go -Round  Enter- 
prises, which  operates  more  than  700 
stores,  has  tripled  since  October. 

Analyst  Donald  Trott,  of  Dean 
Witter  Reynolds,  follows  the  group 
and  still  likes  a  number  of  companies 
as  long-term  plays:  Tovs  "R"  Us 
(275/s),  Limited  (277/s),  Gap  (567/s), 
Merry -Go -Round  Enterprises  (30V4) 
and  Home  Depot  (58%).  But  they're 
no  longer  cheap,  based  on  his  1992 
earnings  estimates.  Before,  his  advice 
was  basically  to  buy  the  five  at  any 
price.  Now  he  thinks  they're  vulnera 
ble  to  a  15%  pullback. 

Meanwhile,  Trott  has  grown  some- 
what less  optimistic  about  1992.  To 
play  it  safe,  he  has  put  holds  on  the 
stocks  of  some  retailers  that  could  lag 
if  the  upturn  shapes  up  as  a  slow  one: 
Melville  (48%),  Woolworth  (305/s), 


V 


Ten  retailing  stocks 

Company 

Gap 

Home  Depot 

Limited 

Lowe's 

Melville 

Est        Recent 
1992        price 
EPS 

P/E 

on  1992 

EPS 

$310         567/s 
2.25         587/s 
1 70         27% 
2  75         28% 

4.30         48% 

18 

28  ' 
16 
11 
11 

Merry-Go-Round 
Nordstrom 
Tiffany 
Toys  "R"  Us 
Woolworth 

175          30'/4 
205         43% 
310         51% 
1.75         27% 
3.25         30% 

17 
21 
17 
16 
9 

Five  are  dead  money;  Ave  are  vulnerable 
to  a  pullback,  but  still  good  buys. 
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Sfordstrom  (43Vi),  Lowe's  Cos. 
287s)  and  Tiffany  (5 17s).  Longer 
:erm,  these  are  sound  companies.  But 
:he  more  nimble  investors,  Trott  con- 
zludes,  can  probably  pick  up  any  of 
:hese  in  late  summer  or  the  fall,  with- 
3ut  having  missed  much. 

Great  freight 

Analyst  Kevin  Murphy,  of  Morgan 
Stanley,  got  a  nice  earnings  surprise. 
First-quarter  earnings  at  Air  Express 
International  Corp.,  which  he  has 
been  recommending  to  his  clients, 
were  up  47%  over  1990.  (Recent  price 
on  the  Amex:  25Vfe.)  Says  Murphy: 
"That  a  transportation  company  can 
report  such  an  upside  surprise  in  the 
face  of  global  economic  recession  is 
remarkable." 

The  $568  million  (sales)  freight 
forwarder  operates  more  than  500 
locations  worldwide.  Although  vol- 
umes were  essentially  flat  in  the  quar- 
ter, pretax  margins  increased  because 
of  a  better  freight  mix.  Air  Express  has 
developed  software  that  enables  cus- 
tomers to  track  individual  shipments 
from  their  own  computer  systems. 
Most  of  the  company's  $5  million 
capital  budget  will  be  spent  on  the 
additional  acquisitions  of  data 
processing  and  communications 
equipment. 

Air  Express  is  strictly  a  freight  for- 
warder. It  operates  none  of  its  own 
aircraft  but  rather  uses  other  carriers' 
fleets.  In  1990  Air  Express  established 
connections  with  British  Airways  Car- 
go, United  Airlines  and  Federal  Ex- 
press, and  it  wants  to  conclude  similar 
additional  arrangements  this  year. 

Murphy  points  out  that  Air  Ex- 
press' gross  revenues  per  share  and 
return  on  equity — projected  at  22% 
this  year — will  exceed  that  of  such 
o-t-c  listed  -competitors  as  Harper 
Group  (26)*and  Expeditors  Interna- 
tional (26V4).  But  on  price  to  earn- 
ings, price  to  cash  flow  and  price  to 
book,  Murphy  says  Air  Express  sells  at 
a  significant  discount  to  the  competi- 
tion. In  1991  Murphy  estimates  Air 
Express  will  earn  $2.35  a  share,  up 
12%  over  last«year.  He's  looking  for 
$2.60  a  share  in  1992.  Management 
has  said  it  plans  to  buy  in  1  million 
shares  of  the  company's  4.9  million 
common  shares  outstanding.  (Bryn- 
wood  Partners  owns  21%.)  ■■ 
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imagined  the  South  Pacific 


HlJIiwJ  Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes'  W 
exotic  Fiji  Island  paradise.         W 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


HBew^Eepcri 


A*akw*n  A>tm*'  *uu  *?  turn  An 


^^aken  as  a  whole,  Fyi  is 
I        'perhaps  the  most  idyllic  and 
m  m  I  hospitable  archipelago  in  the 

^  ■  I         South  Seas,  its  essence 

-^L.     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells — 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  V(  ry,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific .. .  ■■ 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 


Zip 
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I  I  If  we  wish  to  support  a  Soviet  leader 

whose  policies  appeal  to  us,  we  should  look 

more  closely  at  Boris  Yeltsin.  J  J 

Caspar  Weinberger 
Forbes,  August  6,  1990 


44  Remaining  President  of  the  U.S.S.R.,  Gorbachev 

will  have  purely  nominal  and  ceremonial  functions,  not 

unlike  those  of  the  Queen  of  England.  J  J 

Vladimir  Kvint 

Forbes,  September  3,  1990 


•  4  Gorbachev  is  still  a  prisoner  of  his  past, 

unable  to  truly  break  with  the  communist  orthodoxy 

of  an  all-powerful  central  government.** 

Malcolm  S.  Forbes,  Jr. 
Forbes,  December  24,  1990 


•  •  Gorbachev  will  most  likely  have  to  listen 
to  the  money-grubbing  pleadings  of  his  generals 
in  order  to  stay  in  power.  J? 


Peter  Fuhrman 
Forbes,  April  1,  1991 


While  the  world  has  changed 
its  opinion  on  Gorbachev,  we  haven't. 


When  others  saw  Gorbachev  as  a  man  who  could  single- 
handedly  bring  about  democratic  changes  in  the  U.S.S.R, 
Forbes  saw  him  for  what  he  was.  A  dictator.  As  early  as  last 
year,  we  predicted  that  he  would  use  KGB  security  forces  to 
re-establish  the  Kremlin's  crumbling  authority.  And  that  a 
bloody  confrontation  would  start  in  the  Baltics. 

Long  before  anybody  else,  Forbes  pointed  out  that 
continued  support  for  Gorbachev 
would  have  disastrous  consequences. 
History  is  proving  us  right.  Russia 
is  on  the  verge  of  economic  and 
political  disintegration. 
Who  should  the  U.S. 
support?  Now,  of  course, 
everyone's  jumping  on  Boris 
Yeltsin's  bandwagon.  But 
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Forbes  singled  out  the  Russian  maverick  as  early  as  last  year. 
When  others  were  still  unsure  of  Yeltsin,  Forbes  saw  him  as 
a  serious  alternative  to  communism  and  harsh  repression. 

How  did  Forbes  anticipate  these  events?  With  tough, 
insightful  reporting.  The  kind  of  reporting  our  readers 
count  on.  They  know  that  Forbes  gives  them  better  informa- 
tion  than  cither  BusinessWeek  or  Fortune. 

Advertisers  also  count  on  us.  Because  as  ad  budgets  get 
squeezed,  a  magazine's  editorial  quality  is  more  important 
than  ever.  Our  editorial  is  consistently  strong.  Small  wonder 
that,  among  business  magazines,  Forbes  continues  to  win 
accolades  and  awards  for  its  editorial  excellence.* 

So  if  you  want  your  ads  to  make  the  greatest  possible- 
impact,  run  them  in  Forbes.  The 
magazine  that  writes  history 
before  it  happens. 


No  guts.  No  story. 


*  Won  1 990  Gerald  Loch  Awird,  MagaancWcck  Publishing  RucllciKC  Award;  Forum  Award  t"t  Nu.  I.  it 
Reporting,  Science  in  Society  Journahan  Award,  ACKR  Excellence  in  Technology  *  onimimu  IfiofH  Award, 

National  Hcadlmcr  Award,  Amy  Foundation  Award,  Won  1991  Computet  Press  Association  Award, 
Finalist  National  Magazine  Award  in  General  Fucllcnic  and  Maga/incWeck  Publishing  Kucllcmc  Award 
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"The  more  things  change. . 


70  years  ago  in  Forbes 

(From  the  issue  of  June  11, 1921) 
"At  least  this  much  headway  has 
been  made:  Nearly  everyone  is  now 
satisfied  that  the  worst  is  over.  Some 
people  have  made  the  mistake  of  ex- 
pecting the  outburst  of  a  fresh  boom 
immediately  the  turn  came.  Happily, 
no  boom  is  in  sight.  A  boom  in  the 
immediate  future  would  not  be 
healthy. 

What  is  most  to  be  desired  is  sub- 
stantial improvement  in  all  those  in- 
dustries that  have  already  undergone  a 
proper  amount  of  readjustment.  .  .  ." 

"Approximately  4.3  million  work- 
ers are  idle  in  Europe,  exclusive  of 
Russia  and  the  Balkan  States,  accord- 
ing to  the  Department  of  Commerce. 
This  represents  an  increase  of  about 
one-third  as  compared  with  eight 
I  months  ago." 
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years  ago 


60 

(From  the  issue  of  June  15, 1931) 
"The  producers  of  the  world  have 
gone  on  digging  or  raising  or  growing 
,  or  pumping  tons  and  tons,  millions  of 
tons,  of  rubber,  silk,  sugar,  wheat, 
cotton,  wool,  coffee,  tea,  oil,  tin,  cop- 
per and  so  on  to  the  end  of  the  list.  It 
makes  one  think  of  the  village  fire 
department  that  loved  to  continue 
pouring  streams  of  water  into  the 
erstwhile  burning  building  long  after 
the  last  spark  had  given  up  the  ghost." 

"Some  day,  perhaps,  business  leaders 
will  learn  that  every  time  they  take 
their  backyard  disputes  to  Washing- 
ton, they  add  appreciably  to  the 
steadily  growing  control  of  business. 
.  .  .  Meanwhile,  it  is  unfortunate  that 
the  railroad- motor  truck,  motor  bus 
controversy  has  had  to  be  taken  to  the 
government  for  settlement." 

50  years  ago 

(From  the  issue  of  June  15, 1941) 
"It  appears  likely  now  that  in  the 
next  six  months: 

1.  The  U.S.  will  be  taking  a  shooting 
part  in  the  conflict. 

2 .  Great  Britain  may  be  brought  pret- 
ty close  to  defeat  in  the  Middle  East, 
Africa  and  on  the  sea  before  U.S.  aid 
becomes  effective. 

3.  Japan  will  delay  until  the  last  min- 


million.  Furthermore,  Deere  has 
poured  out  nearly  a  quarter  of  a  bil- 
lion dollars  in  the  last  ten  years — and 
in  the  last  four  years  lost  about  $17 
million  of  it — in  laying  the  founda- 
tion for  the  great  overseas  structure  it 
is  building." 

"A  young  man  who  would  like  to 
have  a  high-paying  job  should  consid- 
er becoming  a  cardiac  surgeon.  By 
1975,  estimates  predict  that  1,000  of 
these  highly  skilled  specialists  will  be 
needed  to  implant  150,000  artificial 
hearts  annually  at  around  $5,000  per 
operation." 


The  1941  Coke  machine  looks  modern 
enough,  but  not  the  5-cent  price. 


ute  opening  hostilities  on  the  Axis 
side,  but  will  be  forced  to  act  eventu- 
ally by  Germany." 

"Despite  controls,  prices  continue 
to  rise.  Raw  material  costs  are  actually 
running  ahead  of  the  1914-16  sched- 
ule, having  risen  18%  during  this  war, 
as  compared  with  a  gain  of  only  11% 
during  the  first  20  months  of  the  First 
World  War." 

25  years  ago 

(From  the  issue  of  June  15,  1966) 
"Its  headquarters,  blending  the  best 
in  modern  architecture  with  a  rural 
setting,  exacriy  symbolizes  Deere's 
single-minded  but  progressive  dedi- 
cation to  farming.  That  dedication 
has  built  Deere  from  a  medium-size 
family  firm  into  the  world's  largest 
manufacturer  of  farm  equipment, 
with  estimated  sales  by  the  end  of  this 
fiscal  year  (Oct.  31 )  of  over  $1  billion 
and  earnings  that  could  approach  $80 


10 

(From  the  issue  of  June  8, 198 1 ) 


years  ago 


Deere's  Saarinen-designed  headquarters 
just  outside  Moline,  III. 


Metromedia  Chairman  John  W.  Kluge. 


"Sober  publishing  companies  like 
Dow  Jones  and  Knight- Bidder  may 
be  spending  millions  on  cable  televi- 
sion systems,  but  not  John  Kluge  [of] 
Metromedia,  Inc.,  a  leading  indepen- 
dent broadcaster.  'We're  not  invest- 
ing one  dime  in  hardware,'  he  ex- 
plains. Instead,  Kluge  is  investing  in 
television  programming,  something 
he  views  as  a  sounder  long-term  bet." 

"Airlines  can  expect  more  rough 
economic  weather  before  they  fully 
adjust  to  the  price-cutting  and  com- 
petition on  prime  routes  that  fol- 
lowed deregulation  of  the  industry, 
says  Frank  Borman,  chairman  and 
president  of  Eastern  Air  Lines.  He 
expects  a  number  of  lines,  including 
some  of  the  major  trunks  (but  not 
Eastern),  to  go  bankrupt."  H 
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/  thoroughly  agree  with  the 
famed  Shaw  observation  that 
"Youth  is  such  a  wonderful 
thing;  what  a  crime  that  it 
is  wasted  on  children. "  Just 
look  at  the  present  crop: 
Topped  by  hair  so  shaggy  it 
would  embarrass  a  shaggy 
dog.  Dressed  in  gear  that 
varies  from  Beatnik 
Boutique  to  Edwardian 
Mod.  Expressing  doubts  that 
everything  we  tell  them  is 
necessarily  so. 

Reported  in  a  recent 
New  York  Times  piece  was 
a  passage  describing  today's 
youth  as  loving  luxury, 
hating  authority,  being 
bored  and  ill-mannered, 
and  lacking  respect  for 
adults.  That  observation  was 
ascribed  to  4th  century  B.C. 
philosopher  Socrates. 

-Malcolm  Forbes  (1966) 


A  Text  ... 

<• 

Blessed  is  the  man'  that 
trusteth  in  the  Lord,  and 
whose  hope  the  Lord  is. 
For  he  shall  be  as  a  tree 
planted  by  the  waters,  and 
that  spreadest  out  her  roots 
by  the  river,  and  shall  not 
see  when  heat  cometh,  but 
her  leaf  shall  be  green; 
and  shall  not  be  careful  in 
the  year  of  drought, 
neither  shall  cease  from 
yielding  fruit. 
-Jeremiah  17:7-8 


Sent  in  by  Philip  Hertzler,  El- 
verson,  Pa.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


There's  no  money  in  poetry, 
but  then  there's  no 
poetry  in  money  either. 
-Robert  Graves 

Poets,  we  know,  are  very 
sensitive  people,  and  in 
my  observation,  one  of  the 
things  they  are  most 
sensitive  about  is  cash. 
-Robert  Penn  Warren 

In  his  youth,  Wordsworth 
sympathized  with  the  French 
Revolution,  went  to  France, 
wrote  good  poetry  and  had  a 
natural  daughter.  At  this  period, 
he  was  a  "bad"  man.  Then  he 
became  "good,"  abandoned  his 
daughter,  adopted  correct 
principles  and  wrote  bad  poetry. 
-Bertrand  Russell 

Poetry  has  never  brought  me  in 
enough  money  to  buy  shoestrings. 

-William  Wordsworth 


Poetry:  A  literary'  gift — chiefly 
because  you  can't  sell  it. 
-Cynics  Cy<  lopaedia 

Take  a  commonplace,  clean 
and  polish  it,  light  it  so 
that  it  produces  the  same 
effect  of  youth  and  freshness 
and  spontaneity  as  it  did 
originally,  and  you 
have  done  a  poet's  job. 
-Jean  Ccx  TEAU 

You  don't  have  to  suffer  to 
be  a  poet.  Adolescence  is 
enough  suffering  for  anyone. 
-John  ClA&Dl 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Poetry:  The  impish  attempt  to 
paint  the  color  of  the  wind. 
-Maxwell  Bodenheim 

Poetry:  A  comforting  piece 
of  fiction  set  to  more  or 
less  lascivious  music. 
-H.L.  Mencken 

People  who  read  me  seem  to  be 
divided  into  four  groups:  Twen- 
ty-five percent  like  me  for 
the  right  reasons;  25%  like 
me  for  the  wrong  reasons; 
25%  hate  me  for  the  wrong 
reasons;  25%  hate  me  for  the 
right  reasons.  It's  that  last 
25%  that  worries  me. 
-Robert  Frost 

Poetry  is  boned  with  ideas, 
nerved  and  blooded  with 
emotions,  and  held  together 
with  the  tough,  delicate 
skin  of  words. 
-Pail  ENGLE 

When  power  leads  man  to 
arrogance,  poetry  reminds 
him  of  his  limitations. 
When  power  narrows  the 
area  of  man's  concern, 
poetry  reminds  him  of  the 
richness  and  diversity  of 
his  existence.  When  power 
corrupts,  poetry  cleanses. 
-John  F.  Kennedy 

Meredith  is  a  prose  Browning, 
and  so  is  Browning;  he  used 
poetry  as  a  medium  for 
writing  in  prose. 
Oscar  Wn  di 

Certainly  Kipling  has 
gifts;  the  fairy  godmothers 
were  all  tipsy  at  his 
christening:  What  will 
he  do  with  them? 
SOMBKSl  i  Mai  i,n  v\i 

You  will  find  poetry  nowhere 
unless  you  bring  some  of 
n  with  you. 
Joseph  Jouberi 
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Thomas  Sowell:  How  colleges  milk  families  and  the  governmen 


June  24,  1991     Four  Dollars 
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A  NEW  47  DOOR 
FROM  STERLING 


If  your  idea  of  a  house  in  the  country  happens  to  be  in 
the  country  of  England,  we  have  a  proposition  Jor  you. 

Should  you,  between  now  and  June  30,  be  the  first  to 
find  a  car  jor  a  manufacturer's  suggested  retail  price  of 
$28, 500  or  less  with  all  the  standard  features  of  a  1991 
Sterling  82  7SL,  we'll  buy  you  a  British  estate. 

Worth  at  least  two  million  dollars. 

Simply  because  there's  no  better  way  to  demonstrate  the 


extraordinary  abundance  of  features,  luxuries,  amenities 
and  conveniences  built  into  every  Sterling. 

All  you  have  to  do  to  get  started  is  visit  a  Sterling  dealer 
for  a  test  drive  and  an  official  check  list. 

We  know  you  won't  find  another  impeccably  polished 
British  road  car  in  Sterling's  class.  And  frankly,  we  don't 
expect  you  'II find  a  car  that  qualifies  for  this  offer  either. 
In  fact,  we're  betting  the  house  on  it. 


FIND  ANOTHER  CAR  FOR  $28,500  OR  LESS  WITH  ALL  OF  THIS,  AN  D  WE'LL  BUY  YOU  A  HOUSE. 

□  Anti-theft  alarm  system 

□  Central  locking 

D  8-way  power  Jront  seats 

D  V  rated  tires 

□  Anti-lock  brakes 

D  Variable  intermittent  wipers 

D  Power  lumbar  supports 

D  Power  till  glass  sunroof 

□  4-speed  electronic 
automatic  transmission 

□  4-position  memory  seat 
D  Remote  keyless  entry 

□  Connolly  leather  seatjacings 

□  Multi-Junction  trip  computer 

□  4-wheel  disc  brakes 

O  Tilt  steering  column 
D  Map  reading  lights 

□  Rear  reading  lights 
D  Cruise  control 

D  Curbside  illumination 

□  Front  S^rear  armrests 

□  Digital  clock 

□  Tachometer 
D  Tinted  glass 

□  Speed  sensitive  power  steering 
D  Rear  window  defogger 

□  Exterior  thermometer  Unfreeze  aleri 

□  Leather-wrapped  steering  wheel 

□  Heated  power  mirrors  with  memory 
O  Burl  walnut  trim 

D  8-speaker.  80  watt  sound  system 

D  Alloy  wheels 

□  Motorized  front  seat  belts 

D  Four  doors 

D  Heated  front  seats 

D  Power  windows 

a  V-6  160  B.H. P.  Engine 
□  Front  wheel  drive 

D  Remote  trunk  and  fuel  flap  release 
□  Halogen  headlamps 

□  Air  conditioning  Si^automuiu 
climate  control 

STERLING*/ ROVER 

FOR  THE  SAME  OF  A  DEALER  NEAR  YOU  CALL  1-800-41  ROVER. 
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FOR  A  UTILITY  COMPANY 

THAT  ISN'T  NEAR  MOUNTAINS, 

BEACHES,  DESERTS  OR  CANYONS, 

WE  SURE  KNOW  HOW  TO  PAY 

QUARTERLY  DIVIDENDS. 


We're  Midwest  Resources  Inc., 
the  new  holding  company  for 
Iowa  Power,  IPS  Electric  and 
'Midwest  Gas— now  one  of  the 
largest  utility  holding  companies 
in  the  central  U.S. 

We've  been  a  strong  investment 
before. 


During  the  past  80  years,  we've 
never  missed  paying  a  dividend. 
Not  once.  And  our  dividends  have 
increased  each  year  for  the  past  30. 

And  now,  we're  even  stronger. 

Our  combined  resources,  talents 
and  economies  of  scale  will  enable 
us  to  operate  more  effectively  than 


ever  before.  Building  on  the 
financial  strength  and  vision  we 
already  have. 

So  for  those  who  think  a  utility's 
growth  depends  upon  the  natural 
resources  of  its  area,  look  at  us. 

We  employ  a  few  natural 
resources  of  our  own. 


fit 


MIDWEST 
RESOURCES 


Strength  that  comes  with  the  territory 


Midwest  Resources  Inc.,  666  Grand  Ave.,  Box  9244,  Des  Moines,  IA  50306-9244 
In  the  financial  pages  as  "MdwRs."  NYSE  symbol  is  "MWR." 


Do  more. 


r 


If  it  weren't  for  all  the  work,  we'd  all 
get  a  lot  more  accomplished. 

y     It  isn't  a  shortage  of 
thinking,  inspiration  or 
motivation  that  prevents 
people  from  achieving 

System  7  makes      thetT  gOalS. 

Macintosh  computers         T.,   .1        1         1  r 

even  easier  to  use.       Its  the  abundance  01 
organizing  and  coordinating;  processing 
and  procedure;  training,  retraining, 
searching  and  shuffling  that  they  have 
to  do  along  the  way. 

Personal  computers  were  supposed 
to  streamline  the  mundane  chores  and 
monotonous  routines  so  that  we  could 
concentrate  on  solving  problems  and 
moving  ahead.  What  happened? 

The  April  29th  Business  Week  cover 
story  about  product  design  put  it  ^^ 
quite  bluntly:  "Every  day,  across 
America  millions  of . . .  highly 
competent  men  and  women       m  system 
are  driven  to  helpless  frustration  by  the 
products  around  them. . . .  New  systems 
that  were  supposed  to  make  work  more 
efficient . . .  often  do  just  the  reverse." 

At  Apple,  we  couldn't  agree  more.  We 
believe  most  PCs  are  too 
hard  to  set  up.  Too  diffi- 
cult to  use.  And  too 
expensive  to  support. 

That's  why  we 
make  the  Apple® 
Macintosh*  person 
al  computer. 

It's  the  one  per- 
sonal computer  that 
was  designed  from  the 
very  first  chip  to  work  the  way 
that  people  work. 


A  computer  that  has  been  consis- 
tently rated  significantly  higher  for  user 
productivity  than  other  PCs,  including 
computers  running  Windows  3.O.* 

The  only  computer  to  be  named 
one  of  the  best  designed  products  of 
the  last  decade  by  Time  magazine. 


Virtual  memory  is  a  System  7  feature  that  gives  our  most 
powerful  Macintosh  computers  the  power  to  do  more. 

Every  Macintosh  has  powerful  built-in 
networking  capabilities.  (The  only  family 
of  computers  to  do  so.)  Because  people 
get  more  accomplished  when  they  work 
together  than  when  they  work  alone. 

And  now,  with  the  introduction  of  the 
latest  Macintosh  system  software  -  a 
breakthrough  known  simply  as  System  7 
—  a  Macintosh  will  do  even  more  for 
you.  With  new  powers  designed  to  turn  a 


network  into  less  work  and  a 
company  into  more  of  a  team. 
System  7  also  simplifies  and 


7,  Macintosh  can  have  file  sharing,  multitasking  and  other  work-sating  powers. 

So  what  makes  Macintosh  different?    refines  the  way  that  a  Macintosh  works. 

Every  Macintosh  lets  you  run  more     To  make  the  computer  that's  famous  for 

than  4,000  programs  that  all  work  in  the    being  easy  to  use  even  easier. 


same  consistent,  intuitive  way. 
You  learn  one,  youVe  learned  the 
basics  of  all  of  them.  And  since 
learning  new  programs 
is  a  lot  less  work,  you'll 
tend  to  use  your 
computer  to  do 
many  more  things. 
Every  Macintosh 
will  let  you  copy  work 
you've  done  in  one 
program  and  paste  it 
into  thousands  of  other 
Macintosh  programs.  So  you  can 


Balloon  Helpi" 
New  with  System  7 
Now  if  you  have  a 
question  about  anything 
on  a  Macintosh  screen, 
you  can  just  point  at  it.  A 
balloon  like  this  appears 
to  tell  you  what  it  is.  And 
how  to  use  it. 


If  you  would  like  to 
see  just  how  hard  a 
personal  computer  can 
work,  see  the  family 
of  affordable  Macintosh 
computers  today  at 


your  authorized  Apple  re- 
seller (call  800-538-9696,  ext.  777, 
for  the  location  of  the  one  near  you). 


And  get  your 
you  buy  a  personal  corn- 


on  the  power 


puter  for  in  the  first  place 
get  more  work  out  of  the  work  you  do.    The  power  to  be  your  best." 
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©1991  Apple  Computer.  Inc  Apple,  the  Apple  logo.  Macintosh  ami  The/ioitrr  to  he  your  bat  ore  return!  tradmalk  and  lltiltoon  Hel/'  b  it  Irmi-mtirk  <//  \ppit  i  omfntler  hi,   Uimim  1 1 1  Inuinutrk  of  Mbtgfi  ( orfi  fhi\  ml  im\  ttrtlUit  ,i\tennl  /frs'iAW 
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Work  less. 


System  7  for  Macintosh. 
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Leaning  against  the  wind 

While  we  were  preparing  our  Annual  Money  Guide,  there  ap- 
peared in  Barron's an  interesting  piece  by  Joe  Queenan  about  a  chap 
who  uses  the  covers  of  popular  magazines  as  a  market  indicator.  A 
bullish  cover  on  Time  or  Business  Week  spells  trouble  for  the  subject. 
A  bearish  cover  often  foretells  good  news. 

There's  something  to  this  theory.  We  well  recall  that  business 
magazine's  "The  Death  of  Equities"  cover  in  1979  when  the  dji 
was  hovering  around  800  and  about  to  begin  the  long  upsurge  that 
early  this  month  carried  it  past  3000.  Such  is  that  magazine's 
reputation  for  miscalling  turns  that  one  big  broker  we  know  about 
watches  it  for  negative  stories  that  could  be  buy  signals;  they've  a 
whole  collection  of  them.  History  repeats.  In  its  issue  of  June  10 
Business  Week  announces  that  short-selling  is  too  good  a  game  to 
leave  to  the  pros,  and  that  "carefully  modulat- 
ed short-selling  can  pay  off  handsomely." 

Oh  yeah?  Investors  would  do  well  to  treat  this 
hymn  to  short- selling  as  a  warning  to  leave  it 
alone.  It's  just  one  more  example  of  how  wrong 
trendy  journalism  often  is.  Heed  instead  the 
advice  in  this  investment  guide  about  short- 
selling  that  starts  on  page  232.  In  a  word:  Don't. 
Short-sellers  had  a  couple  of  good  years  after 
1987,  and  when  the  news  finally  got  out,  the  public  rushed  in.  Too 
late  as  usual.  This  year  even  the  smartest  pro  short-sellers  have  been 
murdered. 

We  at  Forbes  practice  antitrend  journalism.  The  time  to  buy 
securities  is  when  the  media  are  so  full  of  doom  that  your  trembling 
hand  can  scarcely  hold  the  telephone  to  call  your  broker  with  a  buy 
order.  The  time  to  sell  is  when  these  same  people  say  that  stocks  or 
real  estate  or  whatever  can  "only  go  up."  Thus  our  investment  guide 
doesn't  tell  you  how  to  get  rich  with  options  or  commodities  or 
short-selling  or  last  quarter's  hottest  mutual  fund.  It  gives  you 
excellent  advice  on  how  to  get  the  best  returns  on  your  money  with 
reasonable  risks,  how  to  plan  for  the  inevitabilities  of  death  and  taxes 
and  how  to  avoid  being  swept  away  by  the  fad  of  the  year.  Prepared 
again  this  year  under  the  shrewd  eye  of  William  Baldwin,  the  Money 
Guide  is  a  rich  collection  of  how-tos  and  how-not-tos.  Bill  Baldwin  is 
a  fellow  who  thinks  for  himself.  Our  59-page  guide  for  1991  begins 
on  page  134. 

Two  ayes,  one  nay 

What  will  be  THE  VERDICT  of  history  on  the  turbulent  buying  and 
selling,  the  frantic  leveraged  buyouts  that  marked  the  1980s? 
Generally  favorable,  we  suspect,  but  not  universally  so.  Three  articles 
in  this  issue  illustrate.  Gretchen  Morgenson  tells  how  a  new 
management,  installed  and  financed  by  Wall  Street,  revitalized 
Maybelline  (page  82).  Rita  Koselka  describes  the  dramatic  turn- 
around at  old  A.K.  Staley  after  a  big  British  firm  bought  it  (pajje  48). 
Phyllis  Berman  flips  the  coin,  showing  how  an  ovcrlcvcragcd  buyout 
starved  Leaseway  of  badly  needed  capital  (page  45). 
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Financial  institutions 
judge  you  by  your 

credit  rating.  Shouldn't 
you  do  the  same  to  us? 


It  only  makes  sense  for  you  to  be  as  careful  with  your  money  as  we  are 
with  ours.  That's  why  we  encourage  you  to  check  up  on  us  before  you  ever 

spend  a  cent  with  us  on  insurance.  Be 
certain  we'll  be  able  to  pay  any  claims. 
Make  sure  that  we'll  be  here  when 
you  need  us. 
Fortunately    there    are    three 
independent  organizations  that  can 
help  you  find  out  what  you  need  ^-^5^  /_//e 
to  know.  Each 
year,  Standard 
and  Poor's  rates  insurance  companies  on  their 
claims-paying  ability.  A.M.  Best  focuses  on 
financial  strength.  And  Moody's  looks  at  the 

degree  of  credit  risk. 

You'll  be  interested 

to  note  that  all  three 
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W  YORK  LIFl 

e  insurer's  financial  position  anc 
st's  Rating  of  A+  (Superior).  Thj 
operating  performance, 
of  Be 


firms  have  awarded  New  York  Life  Insurance 
Company  the  highest  ratings  possible. 

Proof  positive  that  a  cautious  approach  to 
money  pays  off  in 
the  long  run. 

For  information 


on  any  of  our  products  and  services,  call  your 
local  New  York  Life  agent  or  1-800-695-4331. 


The  Company  You  Keep! 


1991  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  NY  10010.  All  rights  reserved. 


Forbes 


President  and  Editor-in-Chief 

MALCOLM  S.  FORBES  JR. 

Publisher 

CASPAR  W.  WEINBERGER 

Vice  Chairmen 

CHRISTOPHER  FORBES 
JAMES  J.  DUNN 

Executive  Vice  President 

LEONARD  H.  YABLON 

Associate  Publisher 

JEFFREY  M.  CUNNINGHAM 


Vice  President-Advertising 
and  Promotion: 

Stephen  G.  Nicoll 

Vice  President- Administration: 

Scott  R.  Yablon 

Vice  President-Treasurer: 

Joel  B.  Redler 

Director  of  Advertising: 

William  J.  Flatley 
Director  of  Corporate 
Communications: 

Wm.  Donald  Garson 
Director  of  Circulation: 

John  M.  Thornton 

Director  of  Data  Processing: 

Joseph  J.  De  Marte 

Director  of  Market  Development: 

Bruce  H.  Rogers 

Advertising  Representatives: 

New  York:  Russell  Cherami,  New  York 

Manager;  George  C.  Clissold,  Consumer 

Adv.  Manager;  G.  Croft  Henry, 

Financial  Adv.  Manager; 

David    J.    Forgione,   Agency    Relations 

Manager;  Evelyn  Mitchell, 

FYI  Adv.  Manager; 

Joseph  A.  Gutherz, 

Michael  McCormack,  Susan  D.  Toscani, 

Hunter  G.  Millington,  Stacy  L.  Primis 

Special  Projects: 

Arnold  J.  Prives,  Director; 

Carla  M.  Frazier 

International  Advertising: 

James  W.  LaCirignola,  Director,  Latin 

America,  Korea,  the  Philippines 

Boston:  Nick  Carter,  Manager 

Atlanta:  John  H.  Reock,  Manager 

Chicago:  David  C.  Nordhoflf,  Manager; 

William  J.  Powers  Jr. 

Philadelphia:  Patrick  Dignan, 

Manager 

Dallas:  Fred  H.  Wellington,  Manager 

Detroit:  Don  Dane,  Manager; 

Kevin  M.  Hohman 

Los  Angeles:  Eric  Rucker,  Manager; 

Jill  S.  Harris 

San  Francisco:  Ward  J.  Flock, 

Manager 

London:  Peter  M.  Schoff,  Director, 

Intl.  Adv.,  Europe  and  Africa; 

Roy  Finchett,  London  Sales  Manager 

Tokyo:  Hirowo  Itow,  Japan  Regional 

Adv.  Dir.;  Hiroyuki  Nakagawa, 

Japan  Adv.  Sales  Manager 

Hong  Kong:  Jane  G.  Flowers,  Director, 

Intl.  Adv.,  Southeast  Asia 

Annual  Reports:  Virginia  Carroll, 

Sarah  Madison 

Classified:  Linda  Loren 


PALD  CIRCULATION 
OVER  735,000 


FOLLOW  THROUGH 


EDITED  DY  EDWARD  CILIENAN 


Can't  Clark  read? 

After  a  distinguished  behind-the- 
scenes  career  in  politics,  Clark  Clif- 
ford, a  close  adviser  to  Democratic 
presidents  from  Harry  Truman  to 
Jimmy  Carter,  has  grabbed  the  spot- 
light with  his  Counsel  to  the  President: 
A  Memoir  (Random  House,  $25). 
But  the  709 -page  tome  mentions  the 


The  Clark  Clifford 

story 

A  surprise 

ending? 


shadowy  Bank  of  Credit  &  Com- 
merce International  only  once.  In  a 
footnote  on  page  268,  Clifford  insists 
he  had  no  clue  that  Luxembourg- 
based  bcci  had  any  say  in  First  Ameri- 
can Bankshares,  the  $11  billion  (as- 
sets) bank  Clifford  has  headed  since 
1982.  Federal  and  state  investigators 
are  probing  the  connection  between 
First  American  and  BCCI,  well  known 
for  its  money  laundering  activities. 

Clifford's  denial  is  odd  because 
BCCl's  questionable  practices — and 
interest  in  the  bank  that  became  First 
American — are  familiar  to  magazine 
readers.  Over  a  decade  ago  (June  9, 
1980)  Forbks  wondered  how  BCCI, 
controlled  by  Pakistani  and  Arab  in- 
terests, could  have  grown  from  $2.5 
million  in  assets  to  $4  billion  in  just 
eight  years.  The  article  also  chroni- 
cled bcci's  attempt,  guided  by  Clif- 
ford's friend  and  fellow  influence- 
peddler  Bert  Lance,  to  buy  First 
American's  predecessor,  Financial 
General  Bankshares."  That  attempt 
fizzled  after  the  Securities  &  F.x- 
change  Commission  found  that  BCCI 
had  not  disclosed  its  stake  in  the  bank. 

In  1982  a  Middle  Eastern  investor 
group  bought  First  American,  appar- 
ently with  money  borrowed  from 
bcci,  and  named  Clifford  chairman. 
The  investors  later  defaulted  on  the 


loan,  which  was  secured  by  stock  in 
First  American,  giving  BCCI  a  control- 
ling stake  in  First  American,  investiga- 
tors suspect.  Clifford  says  he  was  un- 
aware of  any  change  in  his  bank's 
ownership,  and  insists  that  BCCI  had 
no  say  at  his  bank.  Last  month  bcci 

^signed  a  consent  decree  with  the  Fed- 
eral Reserve  Board,  divesting  itself  of 
any  shares  in  First  American. 

Charges  that  bcci  laundered  mon- 
ey have  also  been  reported  in  these 
pages  before  (Forbes,  Nov.  14, 1988). 
Last  year  bcci  pleaded  guilty  to  laun- 
dering some  $14  million  in  drug 
money  in  Florida.  In  1989  Forbes 
showed  how  international  stock  swin- 
dlers Arnold  Kimmes  and  Tommy 
Quinn  allegedlv  used  bcci  to  launder 
money  (Jan.  9,1989). 

Up  until  last  year  Clifford's  Wash- 
ington law  firm,  Clifford  &  Warnke, 
still  worked  for  BCCI.  What  did  Clif- 
ford really  know  about  BCCI?  The 
Manhattan  DA.  and  the  Federal  Re- 

'  serve  are  investigating. 

Fermez  la  porte 

While  the  rest  of  the  news  media 
chanted  "Europe  1992"  as  a  kind  of 
healing  mantra  for  American  busi- 
ness, Forbes  warned  that  the  Conti- 
nent would  remain  strewn  with  obsta- 
cles for  U.S.  industry  (Jan.  22,  1990; 
July  25,  1988).  It's  getting  even 
worse.  Says  Sir  Alan  Walters,  former 
economic  adviser  to  Britain's  Marga- 
ret Thatcher:  "It's  becoming  distinct- 
ly more  like  Fortress  Europe." 
With  the  Soviet  Union  no  longer  a 
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But  perhaps  more 
importantly,  it's  a  commit- 
ment that  gives  you  the^ 
power    to    buy    the    best 


While  other  companies  are 
working  furiously  to  sell  you 
an  open  system,  we  would 
like  to  offer  you  something 
with  even  greater 
promise. 

The  Open 
Advantage.  Three 
words  that  repre- 
sent an  unequalled 
commitment  to 
open  systems,  open 
computing  and 
open   networking. 

It's  a  commit- 
ment that  goes  be- 
yond compatibility 

and  a  strict  com- 

/  here  <>  virtually  nothing  we  won  t  do  to  solve  your  probknu 
phance  with  stan- 
dards all  the  way  to  vendor       solutions  from  whatever 
independence.  Interoperabil-        companies  offer  them  and        unite    all    of   our   products 
itv.  Application  portability.  make  them  work  with  both        (from  desktops  to  mainframes) 


your   existing   and    future 

investments. 

The    Open    Advantage 

starts  with  Network  Applica- 
tion  Support 
(NAS),  a  com- 
prehensive imple- 
mentation  of 
standards  that 
actually  enables 
you  to  integrate 
applications 
across  a  multi- 
vendor  networked 
environment, 
protecting  them 
from  the  differ- 
ences between 
manufacturers. 
It's  a  feat  that  lets  you 


NAS 


tit:- 


©  M     DIGITAL 


©DIGITAL  EQUIPMENT  CORPORATION  1991   THE  DIGITAL  LOGO  IS  A  1RADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION   IBM  IS  A  RH   I 
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not   only   files   and   data, 
but  applications. 

All  of  these  capabilities 
are  further  enhanced  by  sup- 
port and  services  that  are 
equally  open.  We  provide 
comprehensive     planning, 

With  NAS  you  can 

open  almost  any  computing 

environment. 


We  have  thousands  of 
solutions  from  our  network  of 
third  party  alliance*. 

and  the  thousands  of  applica- 
tions that  run  on  them  with 
others  from  IBM®,  Hewlett- 
Packard®,  Sun®,  Compaq® 
and  numerous  others. 

With  NAS  you  can  run 
many  of  your  applications 
across  a  wide  range  of  operat- 
ing systems.  You  can  get 
applications  to  interoperate 
with  other  applications  on 
both  local  and  remote  sys-  . 
terns.  And  you  can  do  it  with- 
out the  expense  of  retraining 
your  end-users. 

Even  in  cases  where 
products  vdon't  comply  with 
all  the  major  industry  stan- 
dards, such  as  IBM's  MVS™ 
and  Apple's  Macintosh®, 
NAS  makes  it  possible  for 
systems,  platforms  and  the 
people  who  use  them  to  share 


design,  implementation  and 
management  for  multi-vendor 
computing.  From  departmen- 
tal to  enterprise- wide.  And  we 
support  more  than  8000  hard- 
ware and  software  products 
from  over  800  vendors. 


If  those  numbers  appear 
impressive,  wait  until  you 
evaluate  your  choice  of  solu- 
tions. For  there  are  literally 
thousands.  Available  from 
the  best  software  developers 
in  every  application  area 
imaginable. 

Of  course  the  best  way  to 
experience  The  Open  Advan- 
tage is  to  talk  to  Digital  in 
person.  A  meeting  where 
you'll  discover  such  a  willing- 
ness to  understand  your  bus- 
iness,  its  problems  and 
requirements  you  just  might 
conclude  that  the  most  open 
thing  about  us  is  our  attitude. 

And  in  the  long  run,  that 
could  turn  out  to  be  just  the 

£:Te  SD1DDSD 

40,000  experts  in  450 
locations  can  support  your 
multi-vendor  environment. 
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The  new  Rolodex®  Electronic  Organizer 
holds  1,000  matchbooks. 

A  matchbook  is  no  match  for  the  new  Rolodex  Electronic 
Organizer.  It  holds  1,000  names,  phone  numbers  and 
tons  of  information.  So  don't  play  with  fire. 


Available 
wherever 
office  products 
are  sold. 


ROLODEX 

Our  organization  is  dedicated  to  yours. 


GENE  SHALIT  REGISTERS  HERE. 


CONSUMMATE  CRITIC  &  KERNEL  CONNOISSEUR 

After  a  steady  diet  of  cinema, 
be  craves  Registry  luxury. 


REGISTRY 

' Hotels &Resorts 


For  Reservations: 
1-800-247-9810 


Scottsdale      Naples      Tampa/St.  Petersburg      Charlotte      Denver      Minneafmlis 


likely  military  threat,  Europeans  are 
refocusing  their  fears  on  American 
and  Japanese  technology.  Protection- 
ism is  coming  out  into  the  open. 
France's  new  socialist  Prime  Minister, 
Edith  Cresson,  has  vowed  to  keep  the 
Japanese  from  taking  over  French  in- 
dustry. And  the  European  Communi- 
ty is  considering  limiting  the  growth 
of  Japanese  auto  imports,  maybe  even 
including  cars  made  in  America  by 
Japanese  companies. 

Night  of  the 
living  zombie  bonds 

Two  years  ago  Forbes  suggested 
that  investors  gamble  on  zombie 
bonds — unsecured  debt  of  savings 
and  loans  on  the  brink  of  seizure  by 
the  federal  government  (Apr.  3, 
1989).  These  bonds  traded  at  such 
deep  discounts  that  buyers  could  re- 
coup their  money  with  just  one  semi- 
annual interest  payment — if  the  zom- 
bies lived  that  long.  If  buyers  couldn't 
sell  before  the  feds  stepped  in,  the 


notes  would  become  worthless. 

That's  just  what  happened.  One  of 
the  eight  zombies,  Santa  Barbara  Sav 
ings,  did  pay  off — making  two  interest 
payments  before  it  was  taken  over  by 
the  feds  in  April  1990.  But  all  the  other 
zombies  Forbes  looked  at  got  buried 
by  the  feds  before  paying  any  interest. 
Bondholders  are  suing  a  couple  of  the 
thrifts,  hoping  to  recover  some  cash, 
but   the   dc.xd   are   unlikely   to   aw  a 
ken.        -Chris i on  ii  k  1\\i  mi  ri  m 
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Save  up  to  90%  on 
Ybur  Estate  Tax  Cost 

Pay  your  taxes  at  10  to  30  cents  on  the  dollar. 

Reduce  your  55%  estate  tax  bracket  to  10%  or  less. 

Increase  your  $600,000  estate  tax  exemption  many  fold. 

Increase  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 


Our  concept  involves  transferring  money 
to  an  irrevocable  trust.  The  trust  purchases  a 
one-payment  life  insurance  policy  based  on 
current  assumptions.  At  death,  the  policy 
produces  the  money  to  pay  the  estate  taxes  at 
a  substantial  discount. 


This  is  good  for  you  and  good  for  Amer- 
ica. No  forced  liquidation  of  assets  will 
occur  -  Uncle  Sam  receives  the  full  estate 
tax  due  and  your  family  retains  the  full  value 
of  your  estate. (For  trust  and  tax  information 
see  your  accountant  or  attorney). 


IF  YOUR  ESTATE  IS  WORTH: 


$3  Million 

$5  Million 

$10  Million 

Federal  Estate  Tax:  $1,098,000 

Federal  Estate  Tax:  $2,198,000 

Federal  Estate  Tax:  $4,948,000 

Age       Discounted 

You 

Age 

Discounted 

You 

Age       Discounted          You 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost*           Save 

60      $  75,788 

93% 

60 

$151,020 

93% 

60     $   339,100      93% 

70      $165,663 

85% 

70 

$330,987 

85% 

70     $   774,298      85% 

80      $349,074 

68% 

80 

$698,252 

68% 

80     $1,571,196      68% 

$25  Million 

• 

$50  Million 

$100  Million 

Federal  Estate  Tax:  $13,750,000 

Federal  Estate  Tax:  $27,500,000 

Federal  Estate  Tax:  $55,000,000 

Age      Discounted 

You 

Age 

Discounted 

You 

Age      Discounted           You 

Tax  Cost* 

Save 

Tax  Cost* 

Save 

Tax  Cost*           Save 

60    $    941,092 

93% 

60 

$1,881,490 

93% 

60    $  3,762,980      93% 

70    $2,067,193 

85% 

70 

$4,133,746 

85% 

70     $  8,267,492       85% 

80    $4,365,253 

68% 

80 

$8,729,975 

68% 

80    $17,459,950      68% 

^Discounted  tax  cost  based  on  current  assumptions,  other  requirements,  and  last-to-die  life  insurance  policy 

If  your  net  worth  is  $3  million  or  more,  call  for  a  free,  no-cost,  no-obligation  proposal  and 

our  videotape:  Save  A  Fortune  On  Your  Estate  Taxes  which  describes  our  concepts. 

These  approaches  can  also  be  used  to  create  huge  wealth  for  children 


Barry  Kaye,  author 

of  Save  a  Fortune  on 

Your  Estate  Taxes 


or  grandchildren,  or  substantially  leveraged  gifts  to  charity. 
Call  the  original  creators  of  the  estate  tax  cost 
discount  program  now. 

Wealth  Creation  Centers 

^zAtneilcas  y-otemost  estate,  (—ax  Clost  j&iscountJ^peciaiists 

BARRY  KAYE  ASSOCIATES 

1840  Century  Park  East      Los  Angeles,  CA  90067 
213-277-9400     800-932-5841     FAX  213-282-0775 

©  1991  Barry  Kaye  Associates 


Available  in  bookstores 
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KAYE 

"Much  useful 
advice  from  a 
pro."  -  Forbes 
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Shades  of  Jay  Gould? 

The  U.S.  Treasury  is  investigating 
whether  a  group  of  money  managers 
tried  to  corner  a  couple  of  $12  billion 
two-year  Treasury  issues.  Traders  al- 
lege the  effort  was  launched  by 
George  Soros  and  Michael  Steinhardt 
and  traders  at  Salomon  Brothers.  Says 
Michael  Basham,  deputy  assistant  sec- 
retary of  domestic  finance  at  the  Trea- 
sury, "Any  activity  that  raises  con- 
cerns about  the  fairness  of  our  auction 
process  we're  very  interested  in." 

Who  made  the  charges?  Registered 
Treasury  dealers  caught  in  the  alleged 
squeeze.  These  dealers,  expecting  to 
buy  heavily  at  an  auction,  sold  short  in 
anticipation  of  their  purchases — as  is 
their  custom.  But  by  offering  a  slight- 
ly higher  price,  Salomon,  Steinhardt 
and  Soros,  they  say,  bought  more 
than  half  of  the  two  issues.  With  two- 
year  bonds  suddenly  scarce,  the  mar- 
ket for  them  rose  an  unheard-of  quar- 
ter-point and  the  dealers  had  to  cover 
their  shorts  at  a  loss.  Traders  say 
dealers  lost  more  than  $100  million 
on  the  two  auctions.  Salomon,  Soros 
and  Steinhardt  refused  comment. 

-Gretchen  Morgenson 

Who's  worth  what? 

Prima  donna  ballplayers,  meet  a 
tough  and  unemotional  judge  of  tal- 
ent. Three  M.B.A.  students  at  Cornell 
University's  Johnson  School  of  Man  - 
agment  have  come  up  with  a  comput- 
er program  that  values  ballplayers 
much  the  way  analysts  value  company 
stocks. 

With  statistics  on  about  500  major 
league  ball  players,  the  Cornell  stu- 
dents claim  their  model  can  calculate 
the  appropriate  pay  for  a  player,  based 
on  past  performance.  Even  more  in- 
triguing, they  can  project  the  impact 
of  specific  player  trades  on  team  reve- 
nues. Example:  Last  year,  if  the  Mets 
had  traded  outfielder  Darryl  Straw- 
berry for  Yankee  outfielder  Roberto 
Kelly,  the  Mets'  win  percentage 
would  have  dropped  a  scant  0.0128% 
and  attendance  for  the  season  would 
have  fallen  by  about  100,000.  But  the 
salary  saving  (Strawberry  got  $1.85 
million  in  1990,  and  Kelly  $295,000) 
would  more  than  offset  this,  giving 
the  Mets  a  net  increase  in  cash  flow  of 
over  $350,000 — assuming,  that  is, 
that  Kelly  didn't  demand  his  own 


Roberto  Kelly 
Cash  flow  jump 
for  the  Mets? 


million -dollar  salary. 

The  computer  isn't  necessarily  on 
the  side  of  the  bosses.  It  reckons  that 
the  Pittsburgh  Pirates  made  a  killing 
when  an  arbitration  panel  in  February 
allowed  the  Pirates  to  renew  Barry 
Bonds'  1991  contract  for  $2.3  mil- 
lion. To  other  teams  Bonds  was  worth 
closer  to  the  $3.25  million  he  wanted, 
says  the  computer. 

Intriguing  as  their  new  program  is, 
the  Cornell  students  aren't  betting 
their  careers  on  it.  One  of  the  trio  has 
already  accepted  a  position  at  General 
Foods.  Another  is  considering  an 
offer  with  a  team  with  even  more 


problems  than  the  Yanks — the  U.S. 
Government  Accounting  Office. 

-Matthew  Schifrin 

Bhagwan  Washington? 

Dennis  Washington  (Forbes,  May 
K15,  1989),  owner  of  the  Anaconda 
Copper  mine,  has  bought  the 
64,000-acre  commune  near  Ante- 
lope, Ore.  founded  by  Indian  guru 
Bhagwan  Shree  Rajneesh.  In  the  early 
1980s  the  ranch  was  the  center  of  a 
cult  headed  by  Rajneesh,  best  known 
for  the  fleet  of  more  than  100  Rolls- 
Royces  he  financed  by  conning  con- 
tributions from  wealthy  followers. 

The  locals  will  be  happier  with  the 
new  owner  than  with  the  Beverly  Hills 
types  attracted  by  the  late  guru's 
preaching  of  the  goodness  of  greed 
and  free  love.  Rancho  Rajneesh  col- 
lapsed following  the  deportation  of 
the  guru  to  India  in  1985  and  the 
subsequent  guilty  pleas  of  top  lieuten- 
ants on  charges  including  arson,  at- 
tempted murder,  wiretapping  and  im- 
migration fraud.  Several  Rajneeshee 
leaders  are  wanted  for  conspiracy  to 
murder  a  U.S.  Attorney.  Rajneesh 
died  in  India  last  year. 

Washington,  who  Forbes  esti- 
mates is  worth  over  $500  million, 
paid  well  below  the  $4.7  million  asked 
by  mortgage  holder  Connecticut 
General  Life  Insurance  Co.  Rajneesh, 
who  bought  the  ranch  in  1981  for  $6 
million,  spent  $60  million  adding 
housing,  a  shopping  mall,  meeting 


The  late  Bhagwan  and  his  followers  in  happier  times 

Their  old  homestead  has  been  sold  off  at  a  bargain  price. 


16 


Forbes  ■  June  24,  ll>"l 


halls,  a  140 -room  hotel,  a  jet  strip, 
dams  and  lakes,  as  well  as  a  crematori- 
um, a  bomb  shelter  and  secret  "get- 
away passages"  for  paranoid  cult  lead- 
ers. Now  the  spread  will  be  used  for 
cattle  ranching.  "We  basically  pur- 
chased it  for  its  agricultural  value — a 
kind  of  business  hobby,"  says  Wash- 
ington. Rajneesh  and  his  followers 
were,  of  course,  vegetarians. 

-Richard  L.  Stern 

Heavy  disclosures 

In  its  battle  with  the  nonunion  Wal- 
Mart  Stores,  the  Food  &  Allied  Ser- 
vice Trades  department  of  the  afl- 
cio  has  seized  upon  a  tool  to  try  to 
embarrass  the  Walton  clan:  the  proxy 
statement.  The  union,  which  owns  all 
of  20  Wal-Mart  shares,  dug  up  infor- 
mation that  E.  Stanley  Kroenke,  son- 
in-law  to  Sam  Walton's  younger 
brother  James  (Bud)  Walton,  has  in- 
terests in  shopping  centers  that  leased 
space  to  28  of  Wal-Mart's  more  than 
1,500  stores.  The  union  snoops  also 


Geographique. 
Around  the  world  in  24  hours. 
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Sam  Walton  of  Wal-Mart  Stores 
New  family  connections  revealed 
by  union  snooping. 

found  that  Frank  C.  Robson,  Sam 
Walton's  brother-in-law,  has  interests 
in  1 0  shopping  centers  with  Wal-Mart 
stores.  The  union  sued  Wal-Mart, 
which  agreed  within  days  to  send 
additional  proxy  material  to  stock- 
holders. The  new  material  also  said 
Wal-Mart  has  purchased  evaporative 
air-coolers  from  a  Walton  family  com- 
pany, and  disclosed  dealings  with  the 
family-owned  Bank  of  Bentonville. 
With  such  tactics,  it's  small  wonder 
the  union  has  made  no  progress  orga- 
nizing Wal-Mart's  workers. 

-VlCKI  CONTAVESPI  Hi 
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The  world  has 
never  before  seen  a 

WATCH  QUrTE  LIKE 

the  mechanical 
Geographique: 
fashioned  in  1 8  k 
gold,  it  automati- 
cally shows  the 
local  time  and  date 
as  well  as  the  time 


IN  EVERY  OTHER  ZONE         / 


around  the  world. 
a  masterpiece  of 
such  distinction, 
which  also  features 
a  power  reserve 
indicator,  could 
only  come  from  the 
craftsmen  of 
Jaeger-LeCoultre, 
the  watchmaker 
wrm  150  years 

OFTRADmON. 


SIMPLY  SET  THE  TIME  ZONE 
DISC  TO  SEE  LOCAL  TIME,  DAY 
OR  NIGHT,  ANYWHERE  IN 
THE  WORLD. 
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READERS  SAY 


Why  have  over  20,000 
American  businesses 

started  buying 

office  supplies  from 

Wholesale  Supply 

Company? 


Take  a  look  at  a  small  sample  of  our  pricing 

and  see 

how  much  you  should  be  saving. 

Your  Price 

HP  Laser  II  Cartridge              as  low  as  $  69.99 

Maxell  5.25"  DSDD  Disk,  Bx/10 

5.76 

1"  Black  Binder 

.89 

Top  Loading  Sheet  Protectors,  Bx/50 

4.25 

Standard  Staples,  Bx. 

.46 

8  1/2"  x  11"  Legal  Pads,  Dz. 

3.25 

#1  Paper  Clips,  Bx/1000 

.82 

655YW  Post-it™  Notes,  Dz. 

7.59 

Binder  Clips,  Small,  Dz. 

.35 

because  we  offer  more  for 
a  whole  lot  less! 
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Morality  play 


Sir:  You  say  the  prospect  of  economic 
reward  through  honest  toil  will  be 
sufficient  impetus  to  improve  the  eth- 
ical standards  of  the  average  Soviet 
citizen  ("Dead  souls,"  May  27). 
There  are  many  examples  in  the  West 
of  individuals  who  rationalize  circum-  ' 
venting  the  established  free  market 
system  because  of  the  desire  for  easy 
personal  gain. 

Transforming  an  individual's  be- 
havior must  be  based  on  moral  con- 
victions that  are  not  motivated  by 
pure  economics. 
-Jim  Tilton 
Chicago,  III. 

Bad  picture 

Sir:  I  am  now  really  sorry  that  I  agreed 
to  speak  to  Forbes  about  what 
seemed  to  be  the  most  innocent  of 
subjects — what  we  have  been  doing 
post-Drexel  ("We're  all  right,  Jack," 
May  13).  Those  dreadful,  sadistic- 
looking  photographs  make  us  look 
like  gangsters.  Obviously,  this  was 
done  on  purpose,  which  I  think  is  very 
unfair. 

-Robert  E.  Linton 
New  York,  N.T. 

Let's  eat 

Sir:  Re  your  article  on  Jeno  F.  Pau- 
lucci  (Faces  Behind  The  Figures,  May 
27).  Jeno's  Michelina  brand  frozen 
Italian  entrees  sell  in  12,500  stores 
not  1,250.  Big  difference,  eh? 
-Larry  Vershel 
Director  of  Public  Relations 
Luigino's  Inc. 
Duluth,  Minn. 

Double  standard 

Sir:  Your  article  "Who's  minding  the 
funds?"  (Apr.  1)  makes  it  sound  that 
the  world  is  falling  apart  because  of 
the  emerging  minority  money  man- 
agers. Yes,  with  100  new  minority 
firms,  there  are  going  to  be  some 
failures — I  believe  more  due  to  lack  of 
capital  than  lack  of  skill.  But  then, 
there  have  not  been  any  non- minority 
investment  bankers  and  money  man- 
agers going  out  of  business  in  the  last 
five  years,  have  there? 
-Louis  J.  Benavides 
San  Antonio,  Tex. 


Leftist  lefties? 

Sir:  Re  "Shalom,  comrade"  (May 
27).  Were  left  and  right  reversed  in 
the  printing  of  the  photograph  of 
Soviet  immigrant  musicians  rehears- 
ing? Or  has  the  Soviet  Union  export- 
ed a  disproportionate  number  of  left- 
handed  violinists  to  Israel? 
-Jonathan  P.  Marget 
Washington,  D.C. 

Tes,  the  photograph  was  inadver- 
tently reversed.  When  you're  right, 
you're  right. -Ed. 

Executive  suite 

Sir:  Your  May  27  edition  provides  an 
interesting  contrast.  In  "What  800 
companies  paid  their  bosses,"  the  av- 
erage annual  total  compensation  of 
ceos  surveyed  was  $1,592,000.  This 
is  over  ten  times  greater  than  the 
average  yearly  U.S.  physician  income 
of  $155,800  reported  in  a  separate 
article  ("Upgrades").  Maybe  it's  time 
for  those  highly  paid  chief  executives, 
who  are  often  quick  to  criticize  physi- 
cian charges,  to  look  at  their  own 
paychecks. 

-Jonathan  L.  Stoi.z,  M.D. 
Wyomissing,  Pa. 

Good  job,  Jobs 

Sir:  Your  Apr.  29  Steve  Jobs  eulogy 
trumpets  the  discrepancy  between 
Next's  reported  shipments  and  those 
ascribed  by  International  Data  Corp. 
("The  Steven  Jobs  reality  distortion 
field").  Vendor  reports  always  out 
strip  analysts'  numbers.  Come  to 
mc's  library  and  try  to  find  a  vendor 
and  a  report  concurring  on  anything. 
The  word  "press  release"  comes  from 
the  Latin  "to  exaggerate  one's  unit 
shipments. "  Strip  away  lobs'  market 
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ing  stumbles  and  lack  of  profits,  and 
you  have  one  of  the  most  inventive 
boxes  since  the  Macintosh. 

-David  Atlas 
Senior  Analyst 
International  Data  Corp. 
Eramingham,  Mass. 

Wall  Street  101 

Sir:  Dad  is  president  and  executive 
vice  chairman  of  the  New  York  Stock 
Exchange.  In  your  May  13  story,  "A 
dwindling  monopoly,"  you  say  that  at 
the  nyse  there's  this  person  called  a 
specialist  who  makes  money  on  the 
difference  between  what  he's  willing 
to  buy  stock  for  and  what  he's  willing 
to  sell  it  for.  Dad  says  the  people  who 
do  that  don't  work  in  his  market,  and 
they  aren't  called  specialists. 

In  my  dad's  market,  people  want- 
ing to  buy  or  sell  can  send  their  orders 
in  and  those  orders  can  meet  directly. 
There's  a  specialist  present,  but  the 
specialist  only  buys  or  sells  when 
that's  necessary  to  keep  the  trading 
going  and  prices  stable.  That  only 
happens  in  about  one  order  out  often 
and  always  only  after  public  investors 
are  first  taken  care  of. 

You  also  say  competition  is  eating 
away  at  the  nyse's  dominance.  Yet 
Dad  says  last  year  the  nyse  had  almost 
an  84%  market  share,  only  one  per- 
centage point  less  than  15  years  ago. 

Dad  helped  me  with  my  language 
on  this  letter.  And  Mom  helped  Dad 
clean  his  up  a  little,  too.  And  by  the 
way,  school  is  fun.  You  might  try 
coming  back. 

-Richard  A.  Grasso  Jr.  (Age  4%) 
New  York,  N.  Y. 


V. 


Sir:  Your  conclusion  that  fragmenta- 
tion in  the  securities  marketplace  is 
not  harmful  is  an  error  in  judgment — 
centralization  of  orders  and  capital  is 
critical  to  investor  protection.  A  frag- 
mented market  cannot  easily  cope 
with  large  transactions  and  the  result 
is  unnecessary  volatility. 
-Christopher  Finn 
Executive  Vice  President 
American  Stock  Exchange 
New  York,  N.Y. 
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FUTURES  MARKET 
ACCOUNT  MANAGEMENT 


We  have  a  fifteen  year  performance  record  in  managing 

futures  accounts  for  investors.  We  analyze  and  trade 

futures  and  options  on  currencies,  interest  rates,  stock 

market  indexes,  crude  oil  and  metals.  An  investment  in 

our  managed  account  program  can  result  in  an  increase  in 

your  investment  portfolio's  overall  return  and  a  reduction 

in  its  volatility. 

Minimum  account  size  $200,000.  For  a  disclosure  docu- 
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Cambridge  Research  &  Management  Company 

201  Wilshire  Boulevard 

Santa  Monica,  California  90401 


Phone  (213)  319-1973 
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OR  THOSE  WHO  LOVE 
LIFE  IN  THE  FAST  LANE. 

If  the  fast  lane  is  your  style,  the  1991  Toyota  Supra  Turbo  is  your  car.  Its 
3.0-liter  twin-cam  24-valve  engine  with  intercooled  turbocharger  pumps  out 
232  horsepower  and  the  kind  of  performance  needed  to  support  life  in  the  fast 
lane.  The  Supra  Turbo's  standard  four-wheel  Anti-lock  Brake  System  (ABS) 
delivers  stopping  performance  to  match. 

Since  life  in  the  fast  lane  should  also  be  comfortable,  Supra's  power  doesn. 
stop  with  the  engine.  Power  controls  for  windows,  door  locks  and  outside  mir- 
rors are  all  at  your  fingertips.  Its  eight-way  adjustable  driver's  Sport  Seat  even 
has  power  lumbar  and  side  bolster  supports. 

Supra's  economically  designed  interior  includes  a  standard  driver-side  air 
bag  Supplemental  Restraint  System  (SRS)*  and  an  eight-speaker  AM/FM 
stereo  system  with  cassette  player  and  optional  CD  player. 

The  Toyota  Supra.  It's  built  for  life— in  the  fast  lane. 

"Hove  what  you  do  for  me. 

®  TOYOTA 


"Call  1-800-GOTOWIA  for  a  brochure  and  in  akr.  'I  he  VM  Supra  features  a  driver-side  air  ba«  Supplemental  Restrain!  System  (SKS)  which  activate!  in  .1  frenl  end  .lecideni  d 

oujjh  magnitude  to  inflate  the  bag  In  a  moderate  collision,  primar  I  by  the  three-point  lap  and  shoulder  bell  system,  and  the  air  ba«  may  not  inflate  So.  safety  beta  ahould  be 

worn  at  aJl  times  by  all  occopantl  Get  More  J-rom  Life  .  Buckle  Up!  (6J 1990  Toyota  Motor  Sales,  LISA,  Inc. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


WHAT  MAKES  STOCK  MARKETS  RISE  AND  FALL? 

The  STOCK  MARKET  is  booming  again.  But  we  shouldn't  Stocks  did  surge  for  a  while  in  the  1980s  from  their 
let  the  rally  that  began  last  fall  blind  us  to  an  extraordinary  1970s  doldrums.  Why?  Because  inflation  was  slashed,  taxes 
fact:  For  the  past  quarter  of  a  century  the  value  of  equities  were  cut,  the  integrity  of  the  dollar  was  restored  and  sweep- 
has  increased  remarkably  little  in  real  terms  (see  p.  136).  ing  trade  barriers  were  resisted.  But  equities  faltered  in 
In  real  terms,  the  S&P  500  average  is  still  below  its  late  1987  when  we  began  retreating  from  these  princi- 
peak  of  1968.  American  Stock  Exchange  issues  have  also  pies,  particularly  on  trade  and  undermining  the  dollar, 
declined.  The  broader- based  Wilshire  Index  is  only  a  Today?  Although  the  Federal  Reserve  may  not  realize  it, 
fraction  above  its  1972  high.  What  does  this  nonprogress  inflation  is  dormant.  As  most  anyone  in  business  (outside 
tell  investors?  Inflation  severely  hinders  economic  growth  of  health)  can  testify,  pressure  on  prices  is  more  a  fact  of  life 
by  destroying  corporate  cash  flows,  raising  the  cost  of  than  rising  prices.  Congressional  passage  of  Bush's  free- 
capital,  and  leading  to  wasteful,  unproductive  invest-  trade  negotiating  authority  also  helps.  If  the  capital  gains 
ments  in  the  name  of  "hedging"  against  rising  prices,  levy  were  reduced,  stocks  would  quickly  break  all  records, 
Inflation  distorts  economic  statistics  by  making  an  econo-  and  the  economy,  which  is  slowly  recovering,  would  be  on 
my  look  healthier  than  it  really  is,  its  way  to  another  long  streak  of  peacetime  expansion. 

HOW  TO  HOBBLE  REFORM  IN  THE  SOVIET  UNION . . . 


The  Soviet  Union  does  not  need  one  penny  of  Western 
aid  to  revive  its  moribund  economy.  It  needs,  instead, 
fundamental  reform  that  will  unleash  the  entrepreneurial 
energies  of  its  citizens. 

Aid  would  be  wasted,  subsidizing*  inefficient  indus- 
tries and  shoring  up  the  very  elements  of  Soviet 
society — the  military,  the  secret  police,  Party  appara- 
tchiks— that  are  most  opposed  to  political  pluralism.  We 
helped  bail  out  the  Brezhnev  regime  in  the 
early  1970s  and  got  a  Soviet  invasion  of 
Afghanistan  as  our  reward. 

How  can  Russia  revive  without  hundreds 
of  billions  of  our  tax  dollars?  There  are 
numerous  past  models  from  other  coun- 
tries— including  the  U.S.,  Japan,  Italy, 
Germany,  Korea — that  the  Kremlin  and 
Gorbachev  can  draw  upon. 

First  and  foremost,  Moscow  must  make 
the    ruble    a    useful    currency    again.    The 
Soviets  could  do  this  through  gold-backed 
bonds  with,  say,  a  value  of  four  rubles  to 
the  dollar  (it's  currently  30  to  1).  Once  people  see  that 
the   government  is   serious   about  giving  the   ruble   a 
high,  stable  value,  they  will  quickly  utilize  it  in  their 
own  economic  transactions. 

But  what  about  the  so-called  ruble  overhang,  all  of 
that  money  that  people  have  stashed  away?  One  of  the 
wackiest  economic  ideas  of  modern  times  is  the  notion 


Costly  friendship 


that  this  money  would  set  off  an  inflationary  bomb  if 
Russian  citizens  tried  to  use  it.  Yet,  both  Soviet  and 
Western  experts  are  currently  concocting  schemes  to 
freeze  or  seize  this  overhang,  in  effect,  stealing  the 
money.  Actually,  that  overhang  is  capital  waiting  to  be 
unleashed.  It  is  the  fuel  needed  to  reignite  a  free, 
vibrant  economy. 

If  rubles  become  real  again,  people  will  use  them  to 
buy  goods  and  services.  Others  will  be 
motivated  to  produce  those  goods  and 
services  since  there  will  be  paying  custom- 
ers. People  could  invest.  Banking  institu- 
tions would  rise  up.  The  U.S.  did  some- 
thing of  the  same  thing  200  years  ago  by 
reviving  a  near-worthless  dollar  through 
the  reforms  of  George  Washington  and 
Alexander  Hamilton. 

Other  fundamental  changes  would  natu- 
rally follow  from  a  currency  reform: 

•  Making  it  easy  for  people  to  set  up 
businesses  and  not  hobbling  them  or  their 
enterprises  with  confiscatory  taxation  or  burdensome 
regulations. 

•  Allowing  people  to  hold  and  to  buy  and  sell  private 
property. 

•  Selling  off  apartments,  land  and  other  state  proper- 
ty to  the  people. 

•  Importing  such  Western  concepts  as  equality  before 
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the  law.  In  other  words,  not  warping  the  judicial  system 
to  favor  Communist  Party  favorites. 

•  Drastically  reducing  Soviet  military  power. 


•  Dismantling  the  vast  secret  police  network. 
These  changes  will  take  place  only  under  the  pressure 
of  events;  aid  will  reduce  that  pressure. 


. . .  AND  HOWTO  WRECK 

Congress  will  be  making  an  enormous 
mistake  if  it  overturns  President  Bush's  deci- 
sion to  renew  China's  trading  privileges  with 
the  U.S.  for  another  year. 

China's  abuses  are  real.  But  stripping  it  of 
most  favored  nation  (MFN)  status  would  be 
counterproductive.  Economic  growth  is  the 
most  effective  pressure  builder  for  political 
reform.  Recent  examples  include  South  Ko- 
rea and  Chile:  In  both  countries  the  rise  of  a 
vibrant  middle  class  created  an  irresistible 
force  for  democracy. 

It  was  economic  change  that  helped  create 
the  conditions  for  the  Tiananmen  Square 
demonstrations  in  the  first  place.  While  the 
students  have  been  temporarily  suppressed, 


IT 


China's  free  markets: 

They're  sizzling. 


IN  CHINA 

g.  the  conditions  for  change  continue. 

China  is  expanding  its  economic  reforms, 
which  began  in  the  late  1970s  with  changes  in 
agriculture  that  effectively  let  peasants  grow 
food  for  the  open  market.  Since  then,  China 
has  become  almost  self-sufficient  in  food. 
Reforms  have  been  extended  to  other  indus- 
tries. Cutting  off  trade  with  China  would 
damage  the  very  groups  of  people  we  want  to 
see  grow  in  number  and  influence. 

Moreover,  we  extend  MFN  to  nearly  160 
other  countries.  Don't  confuse  it  with  direct 
U.S.  aid.  This  privilege  was  never  designed 
to  be  a  political  stick.  There  are  more  effec- 
tive methods  to  make  known  our  displeasure 
with  certain  of  Beijing's  policies. 


THEY  SHOULD  HAVE  LET  IT  LAPSE 

Too  BAD  THE   U.S.   renewed   its  semiconductor  trade  that  damaged  U.S.  computer  and  software  companies, 

agreement  with  Japan.  The  one  negotiated  in  1986  was  a  Consumers  were  hurt  by  having  to  pay  higher  prices  for 

disaster.  The  pact  was  designed  to  stop  Japan's  allegedly  computer  products. 

predatory  pricing  and  to  give  the  U.S.  a  meaningful  share  The  new  agreement  is  shorter-lived  and  more  "flexi- 

of  Japan's  own  chip  market.  In  reality,  the  price-fixing  blc,"  but  the  U.S.  semiconductor  industry  doesn't  need  a 

arrangements  bailed  out  Japan's  chipmakers  by  turning  hi-tech  OPEC.  While  Japan  dominates  commodity  chips, 

their  river  of  red  ink  (they  were  suffering  from  overcapaci-  the  U.S.  is  outpacing  Asia  and  Europe  in  the  larger,  more 

ty)  into  a  nice  pool  of  profits.  important,  faster-growing  arena  of  specialized  chips  such 

The  agreement  also  helped  bring  about  a  chip  shortage  as  microprocessors. 

DIMMING  A  THOUSAND  POINTS  OF  LIGHT 

The   Financial   Accounting   Standards    Board   is  promise  to  help  out. 

about  to  enact  new  regulations  that  will  hurt  charitable  Another  FASB  proposal  would  require  nonprofits  to 

giving  and  burden  nonprofit  institutions.  appraise  all  art  assets  and  other  "historical  treasures"  and 

The  most  important  new  rule  would  force  recipients  to  to  book  the  numbers  on  their  balance  sheets.  The  process 

book  pledges  of  gifts  as  assets  on  their  balance  sheets,  would  be  costly  and  cumbersome  and  serve  no  useful 

thereby  making  institutions  look  healthier  than  they  real-  purpose.  As  if  all  this  weren't  bad  enough,  the  FASB  is 


ly  are.  Talk  about  counting  chickens  before  they  hatch. 

Moreover,  the  FASB  draft  implies  that  a  pledge  is 
legally  enforceable.  A  pledge  is  now  seen  as  a  solemn 
intent  to  give,  not  as  a  legal  obligation.  As  anyone  who 
has  ever  engaged  in  fundraising  can  testify,  this  propos- 
al would  be  a  severe  dampener  on  getting  people  to 


pushing  the  nonsensical  notion  that  institutions  should 
put  monetary  values  on  the  time  certain  people  volunteer 
to  them  and  treat  these  estimates  as  revenue. 

Let  the  FASB  know  how  foolish,  how  destructive  its 
ideas  are.  Write  to  Timothy  S.  Lucas,  FASB,  Box  51 16, 
Norwalk,  Conn.  06856. 


BIRTH  OF  A  MESS 


A  Peace  to  End  All  Peace — by  David  Fromkin 
Books,  $14.95).  The  fascinating,  fantastic  tale 
birth  of  the  modern  Middle  East  during  the 
First  World  War  and  its  aftermath.  Author 
Fromkin  takes  an  immensely  complicated  sub- 
ject and  makes  it  more  exciting  than  a  mystery. 
Here's  a  wild  story  (the  treacheries  and  hidden 
agendas  make  Dallas'  J.R.  look  like  Mother 
Teresa)  whose  repercussions  are  with  us  to- 
day, as  the  Gulf  war  and  its  aftermath  testify. 
This  book  should  be  must  reading  for  U.S. 
foreign  policymakers.  When  they  finish,  they 
will  have  a  greater  appreciation  of  how  totally 


(Avon 
of  the 


different  this  area  is  from  the  West  and  how  it  should 
be  approached  with  extreme  caution  and  humility. 

Excerpt:   The  British  government  lacked  even 
the  most  elementary  type  of  information — in 
eluding  maps — of  the  /Ottoman/  Umpire  with 
which  it  was  at  war.  Of  the  histories  then  cur- 
rent, none  was  based  on  original  research  and 
all  were  based  on  a  Herman  work  that  left  off 
in  the  year  1744.  One  of  the  many  reasons  for 
the  failure  of  Britain's  invasion  of  Turkey  in 
1915  was  that  the  British  invasion  force  /had/ 
only  one  map  of  the  peninsula  it   was  to  at 
tack — and  that  was  mat  curate  BM 
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If  it  ain't  broke,  fix  it. 


Take  fast.  And  make  it  faster.  Take  smart.  And  make  it  brilliant 
Believe  that  no  matter  how  well  you  do  something,  you  can 
always  do  it  better.  And  chances  are  you  will. 

At  the  CIGNA  Property  and  Casualty  Companies,  our  goal  is  to 
create  the  benchmark.  And  keep  raising  it.  Which  is  exactly  the  way 

we  approach  claims 
management. 

To  be  more  thorough 
and  efficient,  we've 
streamlined  the  entire 
adjustment  process  for 
small  claims. 

We've  devoted  more 
resources  and  people  to 
manage  mid-size  claims. 

As  well  as  increased 
the  number  of  our 
outside  investigators  and 
specialists  to  handle 
large,  complex  claims. 
And  because  we  put 
decision-making 
authority  in  the  field, 
you  get  results,  not  red  tape.  What's  more,  we  are  providing 
everything  from  cost  containment,  rehabilitation,  subrogation  and 
litigation  management  to  loss  specialists  and  claims  technology. 

All  in  all,  this  total  commitment  to  quality  is  helping  us  to  beat 
the  rate  of  inflation  in  claims  losses.  For  information,  write  Jim  Engel, 
CIGNA  Property  and  Casualty  Companies,  Philadelphia,  PA  19192. 
Because  the  best  time  to  fix  something  is  before  it's  broken. 


We  get  paid  for  results! 


CIGNA 


T 


Structural  Integrity.  At  Bank  of  America,  we  recognize  banking:  people  who  understand  your 

that  the  whole  is  only  as  strong  as  the  business  delivering  the  services  you 

linkage  among  the  parts.  Which  is  why  need  in  an  integrated  manner.  Resulting 

we  believe  so  strongly  in  relationship  in  greater  financial  strength. 


m 


The  Golden  Gate  Bridge, 

photographed  by  Michael  Kenna.  Bdnk  Of  AtYIGriCd 


Other  Comments 


Skip  the  Soap 

Soap-ona-rope  is  not  the  only  gift 
that  can  depress  a  father  on  Father's 
Day:  There  are  many  others,  like 
hedge  cutters,  weed  trimmers  and 
plumbing  snakes.  A  father  on  Fa- 
ther's Day  does  not  want  to  be  point- 
ed in  the  direction  of  manual  labor. 
-Bill  Cosby,  Fatherhood 

Disinformation  Agent 

Just  after  [WWI]  began,  Robert 
Storrs  [British  staff  specialist  in  East- 
ern affairs]  sent  General  Maxwell  a 
report  of  remarks  made  by  a  Syrian 
informant  about  public  opinion  be- 
hind enemy  lines.  According  to  the 
informant,  the  inhabitants  of  Syria 
were  filled  with  hatred  of  the  Otto- 
man government  because  they  be- 
lieved it  would  support  Zionism. 
"These  Zionists  are  closely  connected 
with  Berlin  and  Constantinople  and 
are  the  most  important  factor  in  the 
policy  of  Palestine."  The  false  rumor 
that  Berlin  and  Constantinople  were 
about  to  back  Zionism  misled  the 
British  Cabinet  into  believing  it  had 
to  issue  a  pro-Zionist  Declaration. 

As  Foreign  Office  and  Arab  Bureau 
reports  later  were  to  show,  Moslem 
opinion  generally  supported  the  Ot- 
toman Empire  and  its  alliance  with 
Germany.  Storrs  was  wrong,  too,  in 

Si 


supposing  that  Moslems  were  op- 
posed to  a  Jewish  Palestine  because 
of  the  war;  Moslem  opposition  had 
arisen  in  the  wake  of  Zionist  coloni- 
zation at  the  end  of  the  19th  century. 
-David  Fromkin, 
A  Peace  to  End  All  Peace 

Voice  Vote 

It  has  been  said  that  the  primary  elec- 
tion is  America's  contribution  to  the 
theory  of  democracy.  Call-in  talk 
shows,  an  American  idea  now  begin- 
ning to  spread  globally,  also  deserve  a 
nomination.  They  are  the  electronic 
answer  to  the  town  meeting.  For  the 
price  of  a  phone  call,  citizens  try  to 
change  the  world.  Politicians  are 
among  the  listeners.  They  know  the 
sound  of  a  populi  when  it  voxes. 
-Ben  Wattenberg, 
New  York  Post 

Nothing's  Sacred 

The  rector  of  Jay  Gould's  church 
sought  the  magnate's  advice  con- 
cerning the  investment  of  his  life's 
savings,  amounting  to  about 
530,000.  Gould  suggested,  in  the 
strictest  confidence,  that  he  should 
buy  Missouri  Pacific.  The  preacher 
followed  this  advice  and  the  stock 
began  to  rise  steadily,  only  to  fall 
disastrously  some  months  later.  The 
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"Is  it  from  a  mix  or  from  scratch?' 


preacher  complained  to  Gould.  He 
was  somewhat  taken  aback  when 
Gould  promptly  presented  him  with 
a  cheque  for  $40,000  to  cover  his 
losses.  Guiltily  he  confessed  that  he 
had  also  told  several  members  of  his 
congregation  about  Gould's  tip. 
"Oh,  I  know  that,"  said  Gould. 
"They  were  the  ones  I  was  after." 
-The  Little,  Brown  Book  of  Anecdotes 


You  can't  have  every- 
thing. Where  would 
you  put  it? 

-Stephen  Wright, 
The  Quotable  Quote  Book, 
by  Merrit  M alloy 
and  Shauna  Sorensen 


Or  April  Fool's  Day? 

In  a  letter  to  shareholders  dated 
Mar.  1,  [premier  investor]  Warren 
Buffett  said  that  "junk  bonds  remain 
a  mine  field,  even  at  prices  that  today 
are  often  a  small  fraction  of  issue 
price,"  and  repeated  a  promise  never 
to  buy  a  junk  issue  when  it  was  origi- 
nally issued:  "The  only  time  to  bin' 
these  is  on  a  day  with  no  'y'  in  it." 
-New  York  Times 

Productive  Pensioners 

Social  Security  imposes  taxes  and 
other  penalties  on  retired  people  if 
they  earn  income  between  ages  62 
and  70.  The  nation  needs  their  ser- 
vices and  the  taxes  they  can  contrib- 
ute. If  just  half  of  the  15  million 
people  of  ages  65  to  70  were  encour- 
aged to  earn  only  $5,000  more,  the 
total  value  of  U.S.  production  would 
rise  by  $37.5  billion.  Taxes  com- 
bined with  penalties  arc  a  kind  of 
employment  discrimination. 
-John  Maui  r. 
Ha  rtfo  rd  (  1o  u  ra  n  t 

Must  Be  the  Mother 

A  GRANDFATHER  is  a  man  who  Can't 
understand   how    his   idiot    son    has 
such  brilliant  children! 
-Milton  Berle, 
Milton  Bcrlcs  Private  Joke  File    H 
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Sanyo 's  Amorton™  solar  panels 
power  a  scientific  base  camp  in  Tibet. 

How  can  we  save 
the  environment? 
That's  the  ques- 
tion people  are 
asking  today  and 
at  Sanyo  we  have 
some  answers.  For  more  than  20  years,  Sanyo 
has  been  a  global  leader  in  the  development 
of  pollution-free  energy  alternatives.  We're 
the  world'js  largest  producer  of  amorphous 
solar  cells,  which  convert  the  sun's  energy 
into  clean,  safe  electricity.  Sanyo  also  leads 
the  world  in  the  production  of  absorption- 
type  air  conditioning  equipment,  to  heat  and 
cool  without  the  use  of  ozone  layer  depleting 
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Sanyo 's  "clean "  solar  motorboat 
creates  no  air  or  water  pollution. 

refrigerants.  And 
in  our  research 
labs  even  more 
solutions  are  on 
the  way:  like  fuel 
cells  to  generate 
clean,  quiet  electric  power,  and  new  heating 
and  cooling  systems  which  use  helium  and 
hydrogen  absorbing  alloys  to  further  help 
protect  the  ozone  layer.  To  learn  more  about 
our  environment-friendly  technologies,  call 
1-800-247-SANYO.  We  may  not  have  all 
the  answers,  but  at  Sanyo  we're  working 
hard  every  day  to  remove  the  question  marks 
from  our  planet's  future. 


smYo 


TECHNOLOGY  WE  CAN  LIVE  WITH 
SANYO  North  America  Corporation,  666  Fifth  Ave.,  New  York  N.Y,  10103  •  Tel:  1-800-247-7269 
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Over  1,600  government  agencies  elect  Unisys  to  keep  ahea 


a  changing  world. 


The  business  of  government  is  to  meet  the  changing  needs 
of  people.  And  that  takes  powerful,  reliable  information 
systems.  Which  is  why  you'll  find  Unisys  systems  at  work 
in  the  U.S.  federal  government,  all  50  states,  hundreds 
of  counties  and  cities,  and  in  governments  throughout 
the  world. 

For  instance,  Unisys  systems  help  the  U.S.  Coast  Guard 
run  its  drug  interdiction  and  its  search  and  rescue  programs. 
And  for  126  U.S.  Air  Force  locations  around  the  world,  our 
systems  provide  complete  financial  management. 

In  law  enforcement,  Unisys  systems  help  agencies  in  22 
states,  hundreds  of  local  police  departments,  even  Scotland 
Yard.  We  also  help  administer  billions  of  dollars  in  state  health 
and  human  services  programs. 

Recently,  Unisys  systems  were  chosen  to  support  H.U.D. 
requirements.  And  state  agencies  in  Ohio,  Pennsylvania, 
Florida,  Michigan  and  California  have  given  Unisys  a  vote  of 
confidence  by  placing  large  new  orders. 

They  all  know  they  can  count  on  Unisys  worldwide  to 
keep  on  providing  the  world's  governments  with  all  the  mis- 
sion-critical support  they  need. 

Call  1-800-448-1424,  ext.  69,  and  find  out  how  to  stay 
ahead  of  a  changing  world. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 


Predicting 

potential 

energy 

savings  and 

guaranteeing 

results  in 

writing. 


Johnson  Controls  implements 
new  energy  management 
strategies  for  35  Houston 
Public  Library  buildings  and 
guarantees  31%  cut  in  utility 
bills.  Library  pays  for  project 
from  savings  ($2.5  million 
over  five  years)  and  realizes 
net  positive  cash  flow 
each  year. 


Anyone  can  promise  to  save  you 
money.  Alliance  Energy  Services 
from  Johnson  Controls  can  tell  you 
how  much  and  guarantee  the 
results  in  writing. 

If  your  building  is  10  years  old  or 
more,  your  savings  could  be  signifi- 
cant. That's  because  your  aging 
energy-consuming  environmental 
systems  —  lighting,  heating,  venti- 
lating and  cooling  —  are  probably 
losing  their  efficiency  and  costing 
you  more  to  maintain. 

The  increased  efficiency  of  new 
state-of-the-art  systems  from 
Johnson  Controls  can  slash  your 
costs  dramatically. 

The  short  paybacks  and  excellent 
rates  of  return  on  these  projects  are 
often  attractive  enough  to  compete 
favorably  with  your  other  capital 
budgeting  projects. 


If  internal  funds  are  not  available, 
our  Alliance-Energy  Services  can 
provide  financing  tailored  to  your 
needs.  Johnson  Controls  offers  the 
widest  variety  of  lease/purchase 
agreements,  payment  options  and 
guarantees  of  anyone  in  the  business. 

Call  Johnson  Controls  today  at 
1-800-972-8040,  or  write,  Johnson 
Controls,  Systems  and  Services 
Division,  C19,  Milwaukee,  Wl 
53201-0423.  You  may  find  you  can 
save  more  than  you  expected. 


contr! 


rQ199i  Johnson  Controls,  Inc. 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


SOUTH  KOREA-ACHIEVING  DEMOCRACY,  BUT  AT  A  COST 

A  multitude  of  issues  and  problems — political,  econom-  Korea  qualifies,  especially  when  one  considers  that  a 
ic  and  social — greets  the  visitor  to  South  Korea,  but  the  country  like  Iraq  is  a  member.  South  Korea's  offer  to  join 
main  impression  Forbes  Vice  Chairman  Christopher  the  U.N.  simultaneously  with  North  Korea  was  strength- 
Forbes  and  I  brought  back  from  a  short  May  visit  to  Seoul  ened  when  the  latter  gave  up  its  demand  to  represent 
is  that  of  a  nation  determined  to  achieve  full  democracy  Korea  as  a  whole  and  to  accept  separate  membership, 
while  recognizing  that  the  costs  of  doing  so  can  be  high.  And  South  Korea  has  done  a  great  deal  to  improve  its 
President  Roh  Tae  Woo,  a  patient,  effective  leader  who  relations  with  the  U.S.S.R.,  even  yielding  to  Gorbachev's 
is  committed  to  attaining  democracy,  told  us  he  is  deter-  continued  brazen  demands  that  the  West  give  him  more 
mined  to  use  restraint  in  dealing  with  the  current  crop  of  and  more  money  to  keep  his  tottering  regime  afloat, 
student  demonstrations.  But  he  is  concerned  that  the  There  was  some  consternation  when  Korea  Business 
United  States  and  the  world  are  being  given  a  grossly  World  magazine  disclosed  that  South  Korea's  $3  billion 
exaggerated  account  of  these  disturbances.  A  casual  read-  loan  to  the  U.S.S.R.  will  go  to  import  such  nonessentials 


er  or  TV  viewer  of  the  U.S.  or 
Korean  media  would  get  the  im- 
pression that  Seoul  was  aflame.  In 
fact,  several  thousand  out  of  a  mil- 
lion students  were  throwing  rocks 
at  the  police  in  the  annual  May 
outbreak  of  wildness. 

The  president's  exercise  of  re- 
straint, replacing  the  home  minis- 
ter and  accepting  the  prime  minis- 
ter's resignation  reduced  some  of 
the  tension,  as  did  the  govern- 
ment's abolition  of  most  of  the  punitive  clauses  of  the 
Security  Act.  As  a  result  the  student  demonstrations 


President  Roh  greets  Forbes  and  Weinberger. 


as  television  sets  and  microwave 
ovens.  Part  of  the  loan  will  repay 
other  loans.  It  is  doubtful  if  this 
debt  will  be  repaid,  and  it  makes 
even  more  ridiculous  Gorbachev's 
insistence,  and  the  West's  accep- 
tance, that  he  be  invited  to  the 
economic  summit  so  that  he  can 
demand  even  more  billions. 

Economically,  Korea's  GNP 
continues  its  strong  growth,  with 
a  9%  increase  in  1990  on  the  heels 
of  a  6.8%  increase  in  1989.  But  wage  increases  have 
averaged  more  than  20%  since  1987,  and  unions  are 


attracted  very  little  public  support  this  year.  While  most  demanding  over  20%  this  year.  Naturally,  this  increased 

of  the  demonstrators  left  the  streets  to  take  their  final  income  has  increased  prices  for  virtually  all  items.  Infla- 

examinations,  the  rock-throwing  resumed  the  next  week,  tion  was  at  4.9%  for  the  first  quarter  this  year. 

On  the  political  side,  reunification  with  North  Korea  is  Amazingly,  South  Korea  now  has  a  deficit  balance  of 

still  discussed,  but  no  one  we  talked  to  expects  it  to  take  trade  caused  by  a  sharp  increase  in  imports  and  reduced 

place  as  long  as  Kim  Il-sung  continues  his  dictatorship  in  exports.  Higher  wages  enable  people  to  import  more; 

the  North;  nor  does  the  prospect  of  his  son's  succeeding  higher  wages  make  Korean  exports  move  expensive, 

him  offer  much  hope.  Further,  there  has  been  a  notice-  Korea  contributed  substantially,  considering  its  size,  to 

able  cooling  in  the  drive  for  unification  as  Germany's  the  victorious  allied  coalition  in  the  Gulf.  Over  $350 

problems  and  unexpected  costs  in  trying  to  rebuild  the  million  was  given  to  the  U.S.;  $30  million  to  Great 

socialist-shattered  East  German  economy  come  to  light.  Britain;  and  $115  million  to  the  so-called  frontline  states. 

Korea's  able  and  effective  foreign  minister,  Lee  Sang-  In  addition,  military  and  medical  personnel  were  sent  to 

ock,  whose  recent  trip  to  the  U.S.  was  well  received  in  Saudi  Arabia,  including  26  doctors. 

Washington,  told  us  he  does  not  sense  any  major  anti-  President  Roh  is  permitted  just  a  single  term  in  office, 

American  feeling  in  Korea,  a  view  in  which  our  skilled  and  and  that  will  end  in  two  years.  His  administration,  and 

experienced  ambassador,  Don  Gregg,  concurs.  that  of  his  successor,  can  result  in  a  full  transformation  of 

South  Korea's  request  for  admission  to  the  United  Korea  to  a  productive,  prosperous  and  effective  democra- 

Nations  should  be  granted.  By  every  measure,  be  it  size,  cy,  which  will  continue  to  be  a  vital  partner  and  friend  of 

economic  strength  or  commitment  to  democracy,  South  the  U.S.  in  a  critically  important  part  of  the  globe.      WM 
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NOW  DELIVERS 

TWO 
TIME  ZONES. 


OUR  PRIORITY  OVERNIGHT 

SERVICE  DELIVERS 

BY  10:30  AM. 


NEW  STANDARD  OVERNIGHT  DELIVERS 

BY  3:00  P.M.  AT  ONE  OF  THE  LOWEST 

PRICES  AROUND. 


Federal  Express  is  now  the  only  air  express  company  to  offer  two  next-day  delivery  service  options. 

Our  Priority  Overnight  Service™  can  deliver  your  most  time-sensitive  shipments  by  10:30  A.M.*  But  if  you  can  wait  until 

the  afternoon,  new  Standard  Overnight  Service5"  will  deliver  packages  up  to  150  lbs.  by  3:00  PM*  At  a  price  that's 

tough  to  beat.  And  of  course  both  Priority  Overnight  and  Standard  Overnight  come  with  all  the  service  and  reliability 

you  expect  from  Federal  Express.  We  figure  all  that  now  makes  us  two  times  better  than  the  competition. 


Absolutely,  Positively,  The  Best  In  The  Business.' 


©1991  Federal  Express  Corporation 


►See  Federal  Impress  Service  Guide  for  delivery  commitment  III  \our  .uv.i 
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Will  the  recovery  be  stronger  than  expected? 


The  general  view  among  businessmen  and 
most  economists  is  that  the  upturn  from  the 
present  economic  slowdown,  when  it  comes, 
will  be  lackluster.  But  several  unconnected  fac- 
tors could  combine  to  encourage  the  Federal 
Reserve  to  cut  rates  in  the  summer,  and  make  for 
a  livelier  recovery. 

The  new  head  of  Germany's  Bundesbank, 
Helmut  Schlesinger,  has  been  hinting  that  Ger- 
many might  soon  be  ready  to  cut  interest  rates. 
That  would  make  it  easier  for  the  Fed  to  trim 
short-term  U.S.  rates  further.  (Japan  will 
come  under  increased  pressure  to  cut  its  interest 
rates  at  July's  economic  summit. ) 

Capital  investment  in  the  U.S.  is  slowing 
down,  an  understandable  result  of  the  recession 
and  the  fall  in  corporate  profits.  It's  worth 
noting  that  investment  surveys  still  suggest  that 
companies  plan  real  growth  this  year  in  capital 
spending.  But  Fed  officials  are  concerned  that, 
for  two  reasons,  capital  spending  may  decline 
by  an  unacceptable  amount. 

One  is  a  strange  statistical  quirk  that  may 
turn  out  to  be  more  appearance  than  reality.  The 
basis  for  calculating  gross  national  product  is 
being  changed  from  1982  to  1987  dollars.  An 


odd  statistical  effect  of  this  change  is  to  re- 
duce the  weight  given  to  computers  and  relat- 
ed high  technology  equipment,  an  increas- 
ingly important  category  of  U.S.  investment. 
Fed  staffers  worry  this  quirk  may  cut  the 
reported  level  of  capital  investment  below  that 
of  real  investment. 

The  second  reason  has  to  do  with  oil.  In- 
vestment in  the  oil  sector  will  also  likely  be  cut 
later  this  year  when  the  politicians  conclude 
the  war  reparations  deal  that  will  allow  Iraq  to 
begin  selling  crude  oil  again.  The  effect  will  be 
to  drive  oil  prices  south  and  so  stall  exploration 
and  drilling  investment  in  the  U.S. 

Lower  oil  prices  will,  of  course,  have  the 
more  important  effect  of  pushing  inflation 
down.  This  should  reassure  the  bond  market 
and,  at  last,  lead  to  long  rates  declining  to  match 
the  Fed-induced  fall  in  short  rates.  The  Fed 
has  been  concerned  about  making  new  cuts 
while  the  yield  curve — the  relationship  be- 
tween interest  rates  on  obligations  of  varying 
maturities — was  widening.  If  long  rates  do 
fall,  the  Fed  will  probably  be  encouraged  to  cut 
rates  again,  thereby  delivering  more  robust 
growth  than  is  currently  expected. 


Broke  states  soak  the  rich 


In  an  effort  to  raise  some  new  revenues  and 
reduce  their  budget  deficits,  many  states  are 
directly  targeting  the  better-off  with  higher 
top  rates  of  state  income  taxes.  The  attack  on 
so-called  rich  people-is  being  justified  by  state 
politicians  as  "fair,"  since  raising  other  taxes, 
such  as  the  sales  tax,  hits  those  with  low 
incomes  hardest.  But  fairness  has  nothing  to  do 
with  it:  By  definition,  the  better-off  people 
wield  fewer  votes. 

Some  states  are  pushing  through  extreme- 
ly stiff  increases.  Vermont,  for  example,  used  to 
take  a  flat  28%  of  federal  income  taxes  owed. 
Now  it  will  take  31%  on  federal  taxes  over 
$3,400 — and  34%  of  federal  taxes  over 
$13,100,  raising  the  effective  top  rate  to 
11.56%,  from  9.52%,  of  taxable  income.  That 
works  out  to  a  5%  state  income  tax  increase  for 
families  with  income  of  $60,000  and  a  15% 
hike  for  those  earning  $150,000. 

Minnesota's  new  top  rate  is  8.5%  (up  from 
8%)  for  families  with  more  than  $173,000  in 
taxable  income. 

Not  to  be  outdone,  Maine's  governor,  John 
McKernan,  proposes  raising  the  top  rate  to  10%, 
from  8.5%,  for  "rich"  couples  with  income  of 
more  than  $75,000.  New  York  State's  top  rate 
probably  will  not  drop  to  7.7%  in  1991  (from 


7.875%)  as  the  law  now  provides.  (New  York 
City  residents  pay  additional  taxes  at  a  top  rate 
of  3.9%,  which  could  also  rise.)  The  Democrat- 
controlled  California  Senate  wants  to  raise  the 
state's  rate  to  10%,  up  from  9.3%,  on  couples 
with  income  of  more  than  $200,000.  And 
Connecticut's  Senate  Democratic  leader  has 
proposed  a  broad-based  income  tax  exclusive- 
ly for  couples  with  a  taxable  income  over 
$100,000  and  singles  over  $75,000. 

To  avoid  scaring  business  away,  states  most- 
ly try  to  wring  more  from  the  wealthy  without 
raising  rates,  says  John  Shannon,  a  senior  fel- 
low at  the  Urban  Institute. 

Maryland,  for  example,  is  e'iminating  a  40% 
exclusion  for  capital  gains  in  1992  and  denying  a 
transitional  1991  30%  exclusion  to  couples 
with  other  income  over  $130,000. 

Missouri,  if  voters  approve  in  November, 
will  limit  a  long-allowed  deduction  for  federal 
taxes  paid.  The  politicians'  selling  point: 
Hardly  any  taxpayer  earning  less  than  $50,000 
will  be  hit,  and  half  the  money  will  come  from 
households  earning  more  than  $200,000. 

What  about  cutting  state  spending  enough 
to  balance  budgets  without  new  taxes,  progres- 
sive or  otherwise?  This  approach  isn't  seriously 
considered.  -Janet  Novack  H 
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BY  TIMOTHY  DODMAN 
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After  six  monthly  declines  (August  through  January),  the 
government's  index  of  leading  economic  indicators  rose 
for  the  third  month  in  a  row  in  April.  This  index  tracks  1 1 
components  such  as  building  permits  and  stock  prices. 
New  orders  for  durable  goods  rose  3%,  the  first  gain  in  four 
months.  Wages  and  salaries  rose  a  modest  0.2%  in  April. 
True,  personal  spending  fell  0.1%.  But  given  the  normal 
lags  between  economic  recovery  and  adding  to  payrolls, 
the  unemployment  and  spending  pictures  should  brighten 
during  the  next  few  months. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.5% 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

-14.3% 

0.6% 

-$91bil 

0.0%   \ 

-2.8% 

Research     2.0%    ! 

Index  of  leading  indicators  Apr  vs  Mar 

Dept  of  Commerce 

Trade  balance  12  months  ended  Mar  1991 
All-commodity  producer  price  index  Mar  vs  Feb2 
GNP  1st  quarter  vs.  4th — annualized  growth 
NBER  Experimental  Recession  Probability  Index3 

Dept  of  Commerce 
Dept  of  Labor 
Dept  of  Commerce 
Natl  Bureau  of  Economic 

1  U.S. -based  manufacturers,  excludes  imports,  as 

2  Wholesale  goods.  3April  1991. 

of  5/20/91. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 
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Services     •    Total  index 


147 


138 


129 


120 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


155 


150 


145 


Retail  sales  ($billions), 
seasonally  adjusted  (Dept  of  Commerce) 
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Inventories      •    New  Orders 
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Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


2760 
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Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


740 


730 


720 


710 
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Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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You  don't  need  a  computer  to  figure  out 
this  notebook  is  the  best  value. 


UltriUf*  ii  •  Iradamark  of  NEC  Corporation    C  1901  NEC  Tachrtologwi 


Finally,  a  notebook  computer  you  can  count  on.  The  UltraLite1"  286F.  So  packed  with  features,  the  others  don't  add  up. 


►  An  80C286  proces- 
sor, running  at 
12MHz  with  1  megabyte 
RAM— expandable 
to  5  megabytes* 


+  31/2  hours  of 
battery  life— that's 
twice  as  long  as 
many  other  notebooks 
currently  available. 


►  High  contrast,  B/W 
LCD,  double  scan 
CGA  display  with 
VGA  text  font  for 
superior  readability. 


►  Only  8.5"  x  11.5"  x  2"      ►  Connectivity 
6.8  lbs.,  with  battery.        options  include 

►  Internal  3.5"  floppy 
disk  drive  plus  a  20- 
megabyte  hard  drive. 


serial,  parallel, 
CRT  and  external 
disk  drive  ports. 


But  perhaps  the  most  impressive  feature  of  the  UltraLite  286F  is  how  much  it  does  for  so  little.  And  when  you  factor  in 
NEC's  reputation  for  reliability,  service  and  support,  well,  anything  else  just  does  not  compute. 


Computers  and  Communications        For  more  information  call  1-800-NEC-INFO. 


NEC 
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To  even  the  most  impartial  observer,  the  graceful  ele- 
gance of  a  Jaguar  Sovereign  is  readily  apparent. 
Should  there  be  any  doubt  in  your  mind,  the  pictures 
above  will  say  as  much  about  its  enduring  beauty  as  any 
thousand  words  we  might  offer. 

What  may  not  be  so  obvious,  however,  is  the  truly 
exceptional  value  that  a  Jaguar  Sovereign  represents. 
For  proof,  consider  the  impressive  list  of  standard 


features  fitted  to  every  Sovereign.  Foremost  among 
them  is  our  highly  responsive  223-horsepower,  4.0- 
liter  engine,  teamed  with  an  electronically  controlled, 
four-speed  automatic  transmission  that  offers  a  special 
Sport  mode  for  more  spirited  performance.  The  Sover- 
eign is  also  equipped  with  an  advanced  four-wheel, 
anti-lock  disc  brake  system.  In  addition,  eight-way 
power  front  seats,  automatic  air  conditioning  system. 


A 


BLENDING 


O     F 


ART 


AND 


^  / 


m*. 


electric  sunroof  and  six-speaker  sound  system  are  fit- 
ted as  standard  equipment. 

Any  objective  measure  of  the  Sovereign's  value  must 
take  into  account  its  wealth  of  luxurious  amenities.  As 
you  would  expect,  the  seats  are  faced  with  rich,  supple 
leather  and  the  passenger  cabin  is  tastefully  appointed 
with  polished  burl  walnut.  A  supremely  smooth  ride  is 
afforded  by  our  sophisticated  suspension  system,  though 


MACHINE 


never  at  the  sacrifice  of  spirited  handling. 

Naturally,  the  Sovereign  is  covered  by  our  remarkably 
comprehensive,  three-year/36,000-mile  limited  warranty 
and  Service-On-Site,  Jaguar's  24-hour  roadside  assistance 
plan.  See  your  dealer  for  details. 

Test  drive  the  1991  Sovereign  and  experience  an  auto- 
mobile of  outstanding  beauty  and  value.  For  the  nearest 
dealer,  call  1-800-4-JAGUAR. 


JAGUAR 


Forbes 


With  bitter  experience  of  socialist  mismanagement, 
the  new  Polish  government  is  counting  on  market 
incentives  to  reduce  pollution. 

Breathing  the 
Polish  ail* 


By  Peter  Fuhrman 

Katowice,  a  city  of  370,000  in  Po- 
land's industrial  stronghold  of  Silesia, 
has  lived  under  an  eye-burning  yellow 
pall  of  sulfurous  industrial  pollution 
for  decades.  Reputedly,  it  is  the  most 
polluted  major  city  in  Eastern  Eu- 
rope. But  since  the  collapse  of  social- 
ism, emissions  of  dust  and  most  other 
pollutants  in  Katowice  are  down  by 
nearly  50%.  What  socialism  wrought, 
the  free  market  is  remedying.  Beams 
Dr.  Wojciech  Beblo,  the  director  of 
the  Katowice  region's  ecological  de- 
partment: "The  market  economy, 
though  still  an  infant,  is  already  mak- 
ing small  miracles  here." 

Poland,  like  the  rest  of  newly  liber- 
ated Eastern  Europe,  still  has  a  long 
way  to  go;  you  don't  undo  four  de- 
cades of  mismanagement  and  envi- 
ronmental contamination  in  a  few 
years.  But  a  good  start  has  been  made. 

The  biggest  factor  in  the  improve- 
ment in  Poland  is  the  phasing  out  of 
industrial  subsidies  and  centrally  con- 
trolled energy  prices.  Over  the  last  18 
months  the  price  of  gasoline  has  been 
freed  to  rise  to  world  market  levels, 
electricity  charges  have  doubled  and 
the  price  of  coal  has  been  lifted  by 
more  than  250%. 

This  helps  the  environment  by  first 
forcing  conservation  and  then,  as  the 
market  decrees,  the  closure  of  old, 
inefficient  and  polluting  plants.  Ex- 
plains the  Ministry  of  Environment's 
Tomasz  Zylicz:  "When  you  go  look- 
ing for  polluters,  you  usually  find  bad 
businesses." 

Case  in  point,  the  19th-century 
Kosciuszko  steelworks  in  Ghorzow, 
Silesia,  whose  obsolete  open-hearth 
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furnace  sends  plumes  of  poisonous 
smoke  over  the  local  shopping  pre- 
cinct. Beyond  salvage,  the  plant  is 
now  winding  down. 

At  the  nearby  Katowice  Steel 
works,  production  has  fallen  by  al- 
most half  since  peaking  in  the  early 
1980s.  But  the  Katowice  works'  capi- 
tal stock  is  newer  and  its  energy  effi- 
ciency— measured  in  kilowatts  need- 
ed to  produce  a  ton  of  steel — is  higher 
than  in  any  other  plant  in  Poland.  This 
translates  into  profits.  The  scrapping 
of  the  Soviets'  international  barter 
trade  system  is  also  paying  dividends. 
The  Katowice  works  now  pays  hard 
currency  for  Soviet  iron  ore. 

According  to  Bogdan  Zurek,  an 
official  at  the  plant,  the  switch  to 
world  market  prices  paid  in  dollars  has 
induced  the  Soviets  to  raise  the  quali- 
ty of  the  iron  ore,  which  again  is 
having  direct  benefits  for  the  efficicn 
cy  and  environmental  soundness  of 
the  steelworks.  A  capitalist  cure. 

Poland  will  always  need  to  burn  lots 
of  coal.  It  is  astride  the  largest  seg- 
ment of  the  belt  of  coal  that  runs  from 


LEFT:  An  industrial 
complex  near 
Katowice 
RIGHT:  Krakow's 
Nowa  Huta 
steelworks 
The  market  pres- 
sures that  cleaned 
up  Pittsburgh 
will  work  similar 
magic  in  Eastern 
Europe. 


Wales  across  the  Ruhr  and  into  the 
Ukraine;  over  80%  of  the  country's 
energy  needs  are  filled  by  coal. 

What  is  changing  is  this:  With  coal 
no  longer  artificially  cheap  and  indus- 
trial profits  under  intense  strain,  fee 
tories  must  find  ways  of  using  coal 
more  efficiently.  This  means  burning 
less  of  it. 

Already  big  industrial  energy  users 
are  trying  to  make  businesslike  use  of 
the  byproducts  of  fuel  consumption. 
Flue  gases  can  be  recirculated  to  make 
process  heat;  coal  residue  can  be  sold 
to  porcelain  and  gypsum-board  fac- 
tories. Until  recently,  coal  burning 
factories  in  Poland  spewed  out  4.2 
million  tons  of  sulfur  gas  a  year.  Else 
where  the  countryside  was  ripped  up 
to  mine  sulfur  for  export  to  the  West. 
Now  managers  are  hoping  to  install 
equipment  to  recover  the  sulfur  gas 
and  convert  it  for  sale.  Because  go\ 
eminent  planners  ordered  them  to? 
No,  because  the  market  makes  it 
worth  their  while. 

The  elimination  of  producer  snhsi 
dies  will  push  out  of  production  most 

Forbesi  June  24,  1991 


of   Poland's    inefficient    deep    coal  underground   salt  deposits.   Mining 

mines,  including  many  19th-century  the  coal  produces  huge  volumes  of 

pits  in  and  around  Katowice.  Deep  saltwater,  7,000  tons  of  which  get 

coal  is  high  in  sulfur,  comparatively  pumped  daily  into  Poland's  two  main 

low  in  energy  yields,  and  is  mixed  with  .rivers,  the  Vistula  and  the  Odra.  As 


these  mines  phase  out,  the  rivers  will 
become  less  polluted.  Coal  produc- 
tion in  Poland  will  tend  to  become 
concentrated  in  the  low-cost,  high- 
quality  mines,  just  as  it  has  in  the  U.S. 

If  there  is  a  Western  role  model  for 
Katowice,  Pittsburgh  is  a  good  candi- 
date. Like  much  of  Eastern  Europe, 
Pittsburgh  was  shaped  by  the  com- 
mercial exploitation  of  rich  seams  of 
bituminous  coal.  Its  river  banks  were 
once  lined  with  steelworks  leaching 
chemicals  and  belching  smoke. 

Today  Pittsburgh  is  one  of  the 
cleanest,  most  pleasant  cities  in  Amer- 
ica. From  a  postwar  peak  in  1958, 
emissions  of  pollutants  have  fallen  by 
80%.  What  heavy  industry  remains  is 
efficient,  and  Pittsburgh  today  is  a 
place  where  you  can  water- ski  on  the 
Monongahela  River  at  its  junction 
with  the  Ohio.  (The  same  pattern  of 
market-driven  environmental  clean- 
up holds  for  once-sooty  places  like 
Sheffield  in  Britain  and  the  Ruhr  re- 
gion of  Germany.)  Gordon  Hughes, 
professor  of  economics  at  Edinburgh 
University  in  Scotland,  has  analyzed 
the  Pittsburgh  phenomenon.  His 
conclusion:  Government  regulation 
and  clean-air  laws  played  a  compara- 
tively minor  role  in  the  environmental 
improvement  in  Pittsburgh  and  other 
Western  industrial  cities. 

"The  changes  were  well  advanced 
by  the  time  governments  began  to  get 
into  the  act,"  says  Hughes.  "The 
major  credit  goes  to  fundamental  eco- 


Liftingthe 
pall  over 
Krakow 


Since  the  Renaissance, 
Krakow  has  been  one  of 
EuropeVmost  beautiful 
cities,  studded  with  ornate 
gothic  churches  and  Ital- 
ianate  palaces.  To  the  com- 
munists who  seized  con- 
trol of  Poland  in  1948, 
however,  Krakow  was  a 
hotbed  of  reaction,  clerical- 
ism and  anticommunism. 
As  much  as  a  symbol  of 
the  new  era  as  for  economic 
reasons,  the  communist 


rulers  built  in  the  rich  farm- 
land surrounding  the  city 
one  of  the  world's  largest 
integrated  steel  mills.  To- 
day the  Nowa  Huta  works 
is  a  shambles,  an  appall- 
ing memento  mori  to  four 
decades  of  communist 
misrule  in  Poland.  The  So- 
viet-equipped steel  mill 
turns  out  3  million  tons  of 
poor-quality  steel  while 
emitting  clouds  of  noxious 
gases  that  have  cloaked 
Krakow's  spires  and  facades 
with  corroding  soot. 

If  the  steelworks  were 
shut  down,  Krakow  would 
rapidly  rejuvenate  itself  as 
the  country's  tourist  and 


cultural  capital.  But  what 
would  become  of  the 
plant's  27,000  workers? 
"The  steelworks  must  sur- 
vive at  all  costs,"  asserts 
Pan  Jacek  Korbas,  the  di- 
rector of  the  Solidarity 
Union  at  Nowa  Huta.  He 
hints  that  workers  will 
strike  if  any  moves  are  made 
to  halt  production. 

With  jobs  at  stake, 
many  workers  care  little  for 
the  environmental  dam- 
age wrought  by  the  plant. 
"I'd  rather  have  a  short, 
sick  life  with  a  job  than  a 
longer,  healthier  one 
without  work,"  says  one 
worker.  Yet  to  rebuild  the 


plant  into  an  efficient  mill 
would  cost  as  much  as 
$3  billion — about 
$100,000  per  job.  This  to 
save  jobs  at  a  factory 
where  annual  payroll  costs 
are  less  than  $2,000  per 
worker. 

While  they  ruled  Po- 
land, the  communists  set- 
tled the  dilemma  with 
pollution  and  repression. 
Poles  will  no  longer  ac- 
cept either.  Will  they 
accept  the  temporary  un- 
employment that  goes  with 
the  transition  from  a 
wasteful  socialism 
to  a  productive 
capitalism?  -P.F.  WM 
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Poland's  pollution 

nomic  changes  that  led  to  a  decline  in 
coal  use,  to  improvements  in  energy 
efficiency,  to  a  decline  in  rhe  impor- 
tance of  heavy  industry  with  a  parallel 
rise  in  service  sector  employment, 
and  to  technical  changes  that  reduced 
the  quantity  of  waste  products  gener- 
ated per  unit  of  output." 

Letting  the  market  do  the  job  does 
create  a  problem  for  Poland,  indeed 
for  any  country.  It  can  cause  tempo- 
rary unemployment.  Closing  dirty, 
inefficient  factories  is  hard  enough  in 
a  rich  economy  like  the  U.S.'',  but  it's 
much  tougher  for  the  struggling  new 
democracies  of  Eastern  Europe.  Po- 
land's government  is  an  outgrowth  of 
the  Solidarity  union,  which  represents 
over  2  million  workers.  Most  of  them 
arc  employed  in  old  industries  with 
dim  futures  (see  box,  p. 41). 

Western  European  governments 
are  not  making  the  situation  any  easier 
for  Poland  and  its  democratic  neigh- 
bors in  Eastern  Europe.  The  Europe- 
an Community  is  making  SI 00  mil- 
lion available  this  year  to  Eastern  Eu- 
rope for  environmental  cleanup 
programs.  But  the  European  Com- 
munity is  also  making  self-serving  de- 
mands. Poland,  Hungary  and 
Czechoslovakia  must  agree  to  reduce 
emissions  of  sulfur  dioxide  by  30%  in 
the  next  eight  years,  bringing  them  up 
to  the  EC's  own  standards. 

Fine  in  theory,  but  doing  that  will 
require  $4  billion  to  $6  billion  in 
smokestack  cleaning  equipment,  the 
main  suppliers  of  which — you  can  be 
certain— will  be  not  locals  but  Ger- 
man, French  and  British  companies. 
There  are  better  uses  for  the  money. 

That's  the  problem  with  aid  mon- 
ey: Most  of  it  is  tied  to  particular  pet 
projects  that  benefit  the  donor  coun- 
tries. Sweden  allocated  $50  million 
recently  to  clean  up  the  Baltic  coast  of 
Poland,  but  much  of  the  money  will 
stay  in  Sweden  for  surveys  and  con- 
sulting work. 

It's  clear,  then,  Poland  will  have  to 
solve  most  of  its  problems  itself  out  of 
its  own  limited  resources.  Every  zloty 
must  count.  Under  the  circum- 
stances, there  is  little  public  money 
and  no  public  patience  for  grandiose- 
government  programs.  Poland,  ex- 
plains the  Ministry  of  Environment's 
Stanislaw  Sitnicki,  "is  putting  more 
trust  in  the  market  than  in  interna- 
tional charity."  BSi 


PS  Group  doesn't  look  like  Warren  Buffett's  kind  of 
company.  What  gold  does  he  think  lurks  in  its  red  ink? 


A  roll  of 
the  dice 


By  John  H.  Taylor 

PS  Group  is  not  the  kind  of  company 
you  would  expect  Warren  Buffett's 
Berkshire  Hathaway  to  have  a  22% 
stake  in.  He  likes  well -managed  prof- 
itable outfits.  Last  year  PS  Group  lost 
S10  million,  compared  with  earnings 
of  S3  million  the  preceding  year.  In 
the  first  quarter  losses  climbed  to  S3 
million,  compared  with  a  profit  of  S2 
million  during  1990's  first  quarter. 

The  San  Diego,  Calif.-based  com- 
pany (1990  sales,  $288  million)  con- 
trols a  hodgepodge  of  firms  ranging 
from  a  travel  agency  to  an  airplane 
leasing  outfit  and  a  hazardous  waste 
recycling  operation.  None  dominates 
its  industry,  or  even  comes  close. 

Not  surprisingly,  Buffett  declined 
to  comment  because  PS  Group  was  in 
registration  to  sell  up  to  1.7  million 
shares  as  this  story  went  to  press.  But 
after  doing  some  reporting  we  can 
make  a  pretty  shrewd  guess  as  to  what 
the  Sage  of  Omaha  likes  about  PS 
Group.  It's  a  foundering  company 
with  one  interesting  business  that 
could  be  a  gold  mine. 

We  speak  of  Recontek,  which  is 
81%  owned  by  PS  Group.  Recontek  is 
developing  a  process  to  remove  pre- 
cious and  nonprecious  metals  from 
hazardous  waste  generated  by  plat- 
ing, metal  finishing  and  printed  cir- 
cuit board  manufacturers. 

Recontek  hopes  to  extract  salable 
commodities,  such  as  copper,  nickel 
and  zinc,  from  the  sludge  by  mixing 
chemicals  with  the  waste.  About  half 
of  Recontek's  revenues  would  come 
from  fees  paid  by  the  waste  genera- 
tors; the  other  half  would  come  from 
the  sale  of  the  recycled  commodities 
in  the  open  market,  part  of  which  is 
rebated  to  the  waste  generator. 

If  the  Recontek  process  works,  it 


has  the  potential  to  save  manufactur- 
ers millions  of  dollars  that  would  oth- 
erwise be  spent  to  dispose  of  waste  in 
landfills,  deep  wells  or  incinerators. 

Buffett  is  a  longtime  friend  of  PS 
Group  Chairman  Charles  Rickers- 
hauser  and  of  Vice  Chairman  J. P. 
Guerin.  In  that  sense,  PS  Group  fits 
the  Buffett  mold;  he  likes  companies 
where  he  knows  and  respects  the 
management.  Berkshire  Hathaway 
bought  the  22%  of  the  PS  Group's  5.4 
million  outstanding  shares  last  year 
for  an  average  price  of  $33  a  share. 
With  PS  Group  stock  selling  recently 
at  63  a  share,  Buffett  is  already  show- 
ing a  paper  profit  of  $36  million. 

Without  a  doubt,  Berkshire  Hath- 
away's  investment  itself  is  one  of  the 
reasons  PS  Group  shares  have  risen  so 
smartly.  Given  Buffett's  record,  inves- 
tors— big  and  small  alike — have  tradi- 
tionally flocked  like  sheep  toward 
anything  he's  buying.  At  PS  Group's 
annual  meeting  in  late  May,  several 
money  managers  freely  admitted  to 
FORBES  that  they  didn't  know  that 
much  about  the  company  and  bought 
it  mostly  because  of  Buffett's  interest. 

Of  course,  Buffett  isn't  infallible. 
Although  PS  Group  opened  its  first 
recycling  facility  more  than  seven 
months  ago,  the  plant  in  Newman,  III. 
is  still  operating  at  only  10%  capacity. 

With  only  20  customers  signet!  up 
so  far,  PS  Group  concedes  Recontek 
has  had  more  trouble  than  anticipated 
getting  business.  Recontek  is  target 
ing  manufacturers  like  IBM,  General 
Motors  and  General  Electric.  But 
many  are  waiting  until  the  technology 
is  proven.  In  addition,  each  supplier 
of  hazardous  waste  must  be  approved 
by  the  Illinois  Environmental  Protec 
tion  Agency,  a  process  that  takes  at 
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least  90  days. 

Moreover,  in  March  the  Illinois  KPA 
served  Recontek  with  a  pre-enforce- 
ment  notice  citing  a  variety  of  viola- 
tions ranging  from  inadequate  piping 
and  storage  tanks  to  failure  to  report 
leaks  that  occurred  in  November  and 
December.  PS  executives  say  the  viola- 
tions are  minor,  but  the  EPA  can  be — 
and  often  is — quite  unreasonable.  It 
has  threatened  to  begin  a  formal  en- 
forcement case  against  Recontek  if 
the  violations  are  not  corrected. 

Some  metal  recovery  experts  ques- 
tion whether  Recontek's  recycling 
will  prove  cost-effective.  They  say  it  is 
extremely  difficult  to  extract  high- 
grade  copper  and  zinc,  for  example, 
from  metaljic  sludge  because  so  many 
other  metals  have  similar  chemical 
properties.  The  result  is  that  Recon- 
tek may  get  less  for  the  final  product 
than  it  hopes. 

"We  think  it  has  the  potential  to 
work,  but  whether  it  really  does  or 


not,  no  one  knows,"  says  Bruce  Van 
Kooten  of  Kirkpatrick,  Pettis,  who 
bought  40,000  shares  earlier  this 
year.  "It's  more  speculation  than  an 
investment." 

Even  if  Recontek's  recycling  pro- 
cess does  prove  effective,  there  is  no 
guarantee  that  Recontek  can  protect 
its  innovative  recycling  process:  It  in- 
volves no  patent  and  could  be  dupli- 
cated by  another  company.  PS  Group 
executives  acknowledge  this,  but  say 
it  takes  so  long  to  get  the  regulatory 
approvals  needed  to  build  a  plant  that 
they  would  have  a  two-to-four-year 
head  start  on  competitors. 

Meantime,  what  else  has  PS  Group 
got  to  offer?  The  travel  agency,  us- 
Travel  Systems,  has  grown  quickly 
and  is  now  the  country's  third  largest. 
But  it  has  yet  to  show  a  profit  and  is 
not  expected  to  for  several  years.  Two 
of  the  PS  Group's  four  airplane  lessees, 
Continental  and  Pan  American,  are  in 
bankruptcy.  The  rents  on  seven  of  the 


nine  planes  leased  to  Continental 
have  been  cut  in  half,  and  Pan  Am  is 
expected  to  give  back  its  two  planes  in 
October.  What's  worse,  many  of  ps 
Group's  30  planes  are  more  than  ten 
years  old:  Prices  for  aging  aircraft  are 
falling  precipitously  as  the  market 
dries  up.  But  PS  Group  Chief  Execu- 
tive George  Shortley  says  the  compa- 
ny would  be  able  to  re -lease  the  planes 
if  forced  to  take  them  back. 

For  Berkshire  Hathaway,  PS  Group 
is  probably  just  a  throw  of  the  dice. 
With  only  $40  million  invested  in  PS 
Group  and  permission  to  acquire  up 
to  45%  of  the  company  at  a  later  date, 
Berkshire  essentially  has  a  cheap  op- 
tion on  some  very  interesting  technol- 
ogy. Berkshire  would  scarcely  miss 
the  money  even  in  the  event  of  a  total 
wipeout — which  is  extremely  unlike- 
ly, given  PS  Group's  assets.  Those  are 
the  kinds  of  odds  any  smart  investor 
likes:  limited  downside,  big  upside 
potential.  H 
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For  nearly  a  decade,  FAA  bureaucrats  have  bungled 
the  much-needed  renovation  of  the  country's 
air  traffic  control  system. 

Privatization? 


By  Thomas  Bancroft 

In  February  34  people  were  killed  in 
Los  Angeles  when  a  USAir  737 
crashed  into  a  small  commuter  air- 
plane. The  crash  should  not  have 
happened.  Until  recently  the  U.S.  air 
traffic  control  has  been  the  safest  sys- 
tem in  the  world.  But  the  system  is 
creaking.  The  number  of  flights  by 
major  carriers  under  air  traffic  control 
has  grown  a  total  of  15%  since  1985. 
The  controllers'  equipment,  howev- 
er, has  not  kept  pace. 

Who  is  to  blame?  The  federal  bu- 
reaucracy. The  planning  for  the  $12 
billion  complete  modernization  of 
the  air  traffic  control  system  began 
long  before  the  air  controllers'  strike 
of  198 1 .  Coincidentally,  that  was  just 
a  few  months  before  the  Federal  Avia- 


tion Administration's  then  adminis- 
trator, Lynn  Helms,  proudly 
launched  the  rebuilding,  which  in- 
volved almost  100  projects,  from 
new,  advanced  radars  to  new  comput- 
ers and  airplane  transponders. 

The  rebuilding  was  supposed  to  be 
largely  completed  by  1994.  But  today 
not  one  program  has  been  completed. 
One  of  the  elements  that  has  made 
some  progress  is  the  ASR-9  terminal 
radar  system.  The  Aircraft  Owners  & 
Pilots  Association  estimates  that  the 
modernization  will  now  cost  $30  bil- 
lion and  not  be  finished  until  2001. 
Says  Allan  McArtor,  faa  administra- 
tor from  1987  to  1989:  "The  FAA  is 
very  poorly  equipped  to  manage  large 
technical  programs." 


That's  certainly  an  understate- 
ment. Within  two  years  of  launching 
the  rebuilding,  it  was  obvious  that  the 
faa  was  in  trouble.  The  White  House 
told  the  agency  to  get  help  with  man- 
agement and  procurement.  In  1984 
Martin  Marietta  was  awarded  what 
has  become  a  $900  million,  eight- 
year  contract  as  systems  integrator, 
with  authority  to  evaluate  contractors 
for  each  of  the  programs. 

But  Martin  Marietta,  says  Brian 
Etheridge,  head  of  the  renovation 
project  for  the  company,  does  not 
have  full  charge  of  the  plan.  The 
bureaucrats  are  still  very  much  in 
command.  Allan  McArtor  says  he 
tried  to  give  more  responsibility  to 
Martin  Marietta  but  faa  staffers  threw 
up  roadblocks  whenever  they  felt 
threatened. 

"Congress  repeatedly  asked  us 
what  we  were  getting  for  the  $900 
million,"  says  McArtor.  "Unfortu- 
n?tely,  we  didn't  have  good  answers." 

The  centerpiece  of  what's  now 
called  the  faa's  Capital  Investment 
Program  is  the  Advanced  Automation 
System.  It  is  supposed  to  replace  ag- 
ing air  traffic  control  computer  sys- 
tems with  new  hardware,  software 
and  controller  workstations.  This  sys- 
tem's cost  is  estimated  at  up  to  $4.9 
billion,  up  from  $2.6  billion  when  the 
job  was  bid.  It  will  not  be  complete 
until  2001,  though  it  was  originally 
scheduled  to  be  completed  last  year. 

IBM  beat  Hughes  Aircraft  for  the 
AAS' production  contract  in  1988.  But 
don't  blame  IBM.  Last  December  the 
contract  was  delayed  by  new  FAA  re- 
quirements, adding  yet  another  $207 
million  and  19  months  of  work  to  an 
already  much  delayed  program. 

Perhaps  the  most  embarrassing 
program  of  all,  and  the  worst  example 
of  FAA  mismanagement,  is  something 
called  Mis,  for  Microwave  Landing 
System.  Mis  was  conceived  over  a 
decade  ago  as  .\n  aid  to  allow  planes  to 
land  in  poor  visibility. 

The  original  $1.2  billion  Ml  S  con 
tract,  to  cover  172  systems,  was 
awarded  to  Ha/.eltine  Corp.  in  1984. 
But  the  contract  was  terminated  in 
1989 — at  a  cost  to  the  government  of 
$50  million — because  I  la/eltme  had 
delivered  only  2  systems. 

John  Turner,  an  associate  adminis 
trator  who  joined  the  FAA  in   1971, 
says  that  one  of  the  problems  with  Ml  s 
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is  that  there  was  no  design  competi- 
tion. "We  didn't  have  a  piece  of 
equipment  to  test  before  we  allowed 
them  to  go  into  production,"  he  says. 
MLS  is  now  not  expected  to  be  com- 
pleted and  installed  until  2004. 

What  could  be  an  opportunity  but 
has  been  a  problem  is  the  fact  that 
with  the  extended  delays,  better  tech- 
nology is  emerging.  This  is  a  problem 
because  faa  staffers,  like  all  bureau- 
crats, dislike  changing  direction. 

In  air  traffic  control,  the  better 
technology  is  a  space -based  system 
called  Global  Positioning  Satellites 
(gps),  which  is  already  used  extensive- 
ly by  the  military.  A  network  of  these 
satellites  is  in  place.  (The  Soviets  are 
installing  their  own  system  and  want 
to  cooperate  with  the  U.S.)  For  civil- 
ian use,  the  signals  would  be  made  less 
accurate,  so  as  not  to  compromise  the 
military's  system.  A  black  box  on  each 
airliner  would  use  these  signals  to 
calculate  the  plane's  relationship  to 
three  satellites  and  triangulate  the 
plane's  position. 

The  Aircraft  Owners  &  Pilots  Asso- 
ciation says  that  a  Global  Positioning 
Satellite  system  will  render  $1 1  billion 
of  the  current  faa  renovation  plan's 
technology  obsolete.  The  satellite- 
based  technology  also  gets  a  strong 
nod  from  former  administrator 
McArtor.  "I'm  a  firm  believer,"  he 
says,  "that  we  should  be  using  gps  in 
the  future  to  replace  our  radar- based 
air  traffic  control  system." 

Yet  most  of  the  faa's  current  brass 
dismiss  Global  Positioning  Satellites. 
"Right  idea,  wrong  time,"  sniffs  the 
faa's  associate  administrator,  Martin 
Pozesky.  faa  Administrator  James 
Busey  is  more  diplomatic.  "We  are 
moving  as  fast  as  we  can  toward  gps," 
he  says.  But  the  fact  remains  that  there 
is  still  not  a  cent  for  space -based  sys- 
tems in  the  faa's  budget. 

Don't  blame  penny-pinching  legis- 
lators or  the  White  House.  The  mon- 
ey has  been  voted.  Over  $14  billion  is 
sitting  in  the  Airport  &  Airways  Trust 
Fund,  earning  interest.  The  money 
comes  from  a  series  of  aviation  indus- 
try taxes,  including  a  10%  passenger 
ticket  tax  and  a  15-cent-a-gallon  tax 
on  aviation  fuel. 

Those  of  us  who  fly  have  already 
paid  much  of  the  cost  of  a  better 
system.  The  feds  can't  deliver  it.  Pri- 
vatization, anyone?  M 


Leaseway  has  loads  of  debt,  few  salable 
assets,  a  huge  negative  net  worth,  and  it 
loses  money  year  after  year.  Yet  it  avoids 
bankruptcy.  Nice  work,  Richard  Cashin. 

Staying  alive 

By  Phyllis  Berman 


Richard  Damsel  tells  friends  and 
acquaintances  that  there  is  nothing 
wrong  at  his  company  that  an  uptick 
in  the  economy  can't  cure.  As  chief 
executive  of  Cleveland- based 
Leaseway  Transportation  Corp., 
Damsel  is  in  the  business  of  hauling 
gm  cars  and  Sears  appliances,  among 
other  things.  Everyone  knows  how 
sensitive  these  products  are  to  reces- 
sion. With  a  pickup  just  around  the 
corner,  Leaseway  should  emerge 
soon  into  sunny  skies.  That's  the  way 
Damsel  paints  the  scene. 

But  Damsel  is  prettying  up  the 
picture.  Leaseway  groans  under  a  hor- 
rendous load  of  debt  incurred  in  a 
leveraged  buyout  four  years  ago  that 
took  the  company  private.  Damsel,  a 
former  Deloitte  Haskins  &  Sells  ac- 
countant, admits  there  are  debt  prob- 
lems but  talks  about  "lender  fatigue." 
Lender  fatigue?  The  people  who  lent 
.Leaseway  a  grand  total  of  almost 
$650  million  have  a  right  to  be  ner- 
vous when  Leaseway's  net  worth  has 
turned  negative  to  the  tune  of  $162 
million,  a  large  part  of  its  hauling  fleet 
is  idle  and  its  customers  are  being 
battered  by  the  recession. 

Damsel  is  whisding  past  a  grave- 
yard— a  graveyard  of  overleveraged 
buyouts  that  expired  under  heavy 
burdens  of  debt.  It  has  been  more 
than  a  year  and  a  half  since  Leaseway 
has  paid  any  interest  on  its  $192 
million  in  junk  bonds.  Those  bonds 
now  trade  at  10  cents  on  the  dollar.  In 
October  1990  it  stopped  paying  prin- 
cipal on  its  then  $140-million-plus  in 
bank  debt.  In  January  of  this  year  it 
stopped  paying  interest  to  its  senior 
lenders. 

The  defaults  were  inevitable.  Of  its 
total  fleet  of  3,000  or  so  auto -haulers, 
one -third  are  idle,  according  to  indus- 
try sources  that  include  competitors. 


Idle  auto  carriers 

Graveyard  at  West  Seneca,  N.Y. 


They  sit  rusting  in  at  least  three  differ- 
ent parking  lots  across  the  country. 

It's  enough  to  make  any  banker 
fatigued.  The  balance  sheet  looks 
even  worse  than  those  trucks  and 
hauling  rigs.  Leaseway  has  $336  mil- 
lion in  long-term  debt  currendy  pay- 
able. Over  the  last  three  years  its  net 
losses  have  been  $46  million,  $22 
million  and  $150  million,  respective- 
ly. The  $150  million  includes  a  $117 
million  charge  the  company  took  last 
year  to  write  down  the  goodwill  from 
the  inflated  value  created  at  the  time 
of  the  leveraged  buyout. 

Why  then  isn't  this  company  in 
bankruptcy? 

Thank  Richard  Cashin  Jr.,  a  dash- 
ing young  investment  banker  from 
Citicorp  Capital  Investors  Ltd.,  the 
sponsor  of  the  lbo.  The  last  thing  the 
bankers  that  Cashin  brought  into  the 
deal  wanted  was   a  nonperforming 
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Leaseway  Transportation 

loan,  and — at  least  temporarily — he 
found  to  accommodate  them. 

Citicorp  has  been  an  aggressive 
sponsor  of  leveraged  buyouts  since 
the  early  Eighties  and  has  acquired 
minority  stakes  in  about  100  compa- 
nies. Keeping  its  creations  out  of 
bankruptcy  court  is  important  to  Citi- 
corp for  reasons  of  reputation  as  well 
as  of  money. 

Citicorp's  reputation  is  on  the  line 
because  it  put  together  the  Leaseway 


duce  the  bank  debt.  In  effect,  the 
bank  lenders  exchanged  one  form  of 
Leaseway  debt  for  another,  thus  con- 
verting a  potential  nonperforming 
loan  into  a  contingent  liability.  In  the 
last  3V2  years  Leaseway  has  paid 
down  some  $270  million  in  bank 
debt,  $102  million  last  year  alone. 
About  $70  million  of  last  year's  pay- 
down  came  from  cash  that  was  freed 
up  as  a  result  of  switching  insurance 
carriers.  In  return,  Leaseway's  letters 


Leaseway's  wasting  assets 

Its  balance  sheet  looks  worse  than  these  trucks. 


buyout  and  persuaded  other  banks  to 
do  the  lending.  For  doing  the  deal 
Citicorp  got  $8  million  of  the  total 
$37  million  in  fees  the  deal  generated. 
It  put  in  a  few  million  dollars  for  44% 
of  the  equity  and  raised  most  of  the 
rest  of  the  capital  from  a  group  of 
investors.  The  senior  debt — about 
$380  million — came  from  a  syndicate 
of  20  other  banks,  including  France's 
Credit  Agricole. 

Citicorp  certainly  doesn't  want  a 
reputation  for  stiffing  other  banks.  So 
Cashin  came  up  with  an  ingenious 
notion. 

Leaseway  changed  its  liability  in- 
surance from  Allstate  to  Old  Repub- 
lic. The  new  carrier  agreed  to  allow 
the  company  to  fund  potential  acci- 
dent claims  through  letters  of  credit 
from  Leaseway's  bank  lenders  rather 
than  with  cash.  Cashin  saw  an  oppor 
tunity  to  use  the  cash  that  would  have 
gone  to  fund  insurance  claims  to  re- 


of  credit  were  increased  by  about  $60 
million. 

What  about  the  junkholders?  Ca- 
shin and  Damsel  have,  in  effect,  told 
the  bondholders  to  whistle  Dixie — 
even  though,  in  January,  Damsel 
promised  them  that  he  would  sus- 
pend further  payments  to  the  banks. 
Among  the  largest  holders  of 
Leaseway's  $192  million  (face 
amount)  junk  bonds  is  Carl  Icahn, 
who  was  still  adding  to  his  position  as 
recently  as  December. 

Bargain  hunters  were  attracted  to 
the  junk  because  they  focused  on  the 
company's  strong  gross  cash  flow — 
about  $86  million  last  year — to  the 
exclusion  of  its  capital  requirements. 
Whether  or  not  that  was  Icahn's 
game,  he's  not  saying. 

The  Leaseway  deal  was  so  over- 
priced that  it  was  doomed  from  the 
start.  Only  one  month  after  the  ink 
was  dry  on  the  leveraged  buyout  doc- 


uments, Leaseway  failed  to  make  its 
initial  projections.  GM  announced 
that  it  was  going  to  ship  far  fewer  cars 
in  1987  than  the  year  before.  With 
Detroit  putting  pressure  on  its  suppli- 
ers, Leaseway  got  no  meaningful  rate 
increases  from  gm  from  1982  until 
4989;  all  the  while  Leaseway's  costs 
were  going  up. 

One  vear  after  the  deal  closed,  Ca- 
shin  dumped  the  company's  chief  ex- 
ecutive and  elevated  Damsel  from 
treasurer  to  the  post.  Over  the  next 
year  or  so  the  company  unloaded 
most  of  its  salable  assets  to  keep  pay- 
ing down  debt.  It  also  cannibalized  its 
own  capital:  While  depreciation 
charges  ran  to  $79  million  last  year, 
the  company  spent  only  $14  million 
on  equipment.  Today  most  of  its  rigs 
carry  only  nine  or  ten  autos,  while  its 
competitors  carry  more  cars  more  effi- 
ciently. Leaseway  formerly  replaced 
its  fleet  an  average  of  every  four  or  five 
years;  today  its  fleet  is  just  getting 
older  and  older. 

As  its  capital  assets  seep  away, 
Leaseway  has  sought  to  work  out  a 
restructuring  to  which  all  its  creditors 
will  agree.  No  luck  yet.  Damsel  says 
another  one  is  in  the  works.  Mean- 
while, a  deadline  looms  toward  the 
end  of  this  year,  when  the  letters  of 
credit  come  up  for  renewal.  If  the 
letters  of  credit  aren't  rolled  over,  the 
insurance  company  can  draw  down 
on  them  immediately,  thus  creating 
even  more  debt. 

Leaseway  still  has  a  valuable  fran- 
chise: its  relationship  with  its  custom- 
ers. Leaseway's  founding  O'Neill 
brothers  started  hauling  automobiles 
for  General  Motors  in  the  1930s.  GM 
still  splits  its  long-haul  distribution 
activities  roughly  equally  between 
rails  and  trucks.  Estimates  are  that 
Leaseway  handled  about  1.6  million 
out  of  a  total  of  4.5  million  domesti- 
cally produced  vehicles  that  gm 
shipped  last  year. 

But  Leaseway's  assets  are  becoming 
less  valuable  each  year.  A  familiar 
story:  a  good  but  cyclical  company  all 
but  destroyed  by  an  overpriced  lever 
aged  buyout.  Another  case  ofovcrca 
ger  lenders,  naive  junk  bond  buyers 
and  too  greedy  investment  bankers. 
The  only  thing  keeping  I  rascway  out 
of  bankruptcy  court  is  its  lenders' 
unwillingness  to  write  their  loans 
down  to  their  real  value.  H 
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When  the  British  bought  it  in  1988,  A.E.  Staley 
was  sickly.  Its  foreign  owners  have  nursed  it 
back  to  robust  health. 

'Back  to  what 
we  do  best" 


By  Rita  Koselka 

Adrift  from  its  roots  as  an  old-line     managers,  Larry  Cunningham,  run 
corn  miller,  A.E.  Staley  was  straining     the  show.  Staley  has  been  truly  reen- 


mightily  in  the  early  Eighties  to  be- 
come a  consumer-products  marketer 
and  a  food  distributor  for  fast- food 
oudets  and  institutions.  It  even 
moved  its  headquarters  from  its 
hometown  of  Decatur,  111.  to  subur- 
ban Chicago. 

None  of  this  worked.  The  compa- 
ny's net  aftertax  margins 
went  from  4%  in  1982  to  1% 
in  1987.  Return  on  equity 
fell  by  nearly  half,  to  7%, 
from  13%.  Staley  shares 
sank  to  the  low  20s. 

Enter  Tate  &  Lyle,  the 
big  ($6  billion  in  sales  last 
year)  British  sweetener 
company.  Buying  Staley  for 
$1.9  billion  in  a  rancorous 
1988  tender  offer,  Tate  & 
Lyle  moved  swiftly  to  put 
the  company  back  on 
track — starting  by  moving 
headquarters  back  to  the 
cornfields  of  Decatur.  The 
Brits  sold  the  food  service 
business  for  S700  million. 
Neil  Shaw,  the  urbane  Ca- 
nadian who  runs  Tate  & 
Lyle,  stepped  up  Staley 's 
r&d  staff  bv  25%,  to  150. 
"The  old  management 
took  their  eyes  off  the  ball," 
says  Shaw.  Agrees  Camer- 
on Ferguson,  Staley's  di- 
rector of  research  engineer- 
ing: "We  got  back  to  doing 
what  we  do  best — we're 
corn  millers." 

Having  refocused  the 
business,  the  Brits  stepped 
aside  and  let  one  of  Staley's 


ergized.  With  operating  earnings  of 
SI 72.4  million  last  year  on  $1.1  bil- 
lion of  revenues,  operating  margins 
have  gone  up  to  16%,  from  10%  for 
Staley's  corn  processing  operations  in 
1987.  Staley,  which  mills  over 
400,000  bushels  of  corn  a  day,  con- 
tributed almost  half  of  the  U.K.  com- 


Tate  &  Lyle  Chairman  Neil  Shaw  in  London 

Stepping  up  Staley's  R&D  and  getting  back  to  basics. 


pany's  profits  last  year,  and  offset  the 
sluggish  growth  in  the  company's 
sugar  refining  business. 

Under  Tate  &  Lyle,  Staley  has  fo- 
cused on  developing  new  corn  prod- 
ucts that  will  improve  margins  and 
offset  the  exposure  to  volatile  com- 
modity markets.  Shaw  formed  teams 
of  marketing,  research  and  produc- 
tion people  to  focus  on  obvious 
growth  areas  like  calorie-  and  fat- 
reduced  products.  The  fat  group 
combined  research  with  some  new 
processing  techniques  and  came  up 
with  Stellar,  a  fat  substitute  being 
introduced  in  the  U.S.  on  June  11. 

The  product  uses  a  process  that 
restructures  the  starch  molecules 
found  in  corn  so  that  they  attach  more 
easily  to  water.  Whipped  with  water, 
the  starch  takes  on  a  smooth,  butter- 
like consistency. 

In  the  fourth-floor  labs  of  Staley's 
r&d  facility,  researchers  mix  and  bake 
Stellar  into  an  array  of  foods.  Among 
other  things,  they  have  produced  a 
tasty  cheesecake  with  50%  less  fat  than 
regular  cheesecake  and  a 
f  mayonnaise  that  is  98%  fat 

f  free- 

|       Besides  taste,  Staley's  big 

[  competitive  advantage  may 
f  be  that  the  Food  &  Drug 
Administration  has  agreed 
with  Staley  that  Stellar,  be- 
ing a  modified  food  starch, 
does  not  require  prior  ap- 
proval to  be  used  in  a  host 
of  products:  baked  goods, 
salad  dressings,  mayon- 
naise, margarine  and  ice 
cream.  Procter  &  Gamble 
has  yet  to  get  fda  approval 
for  its  Olestra  fat  substitute, 
and  Monsanto  can  use  its 
Simplesse  only  in  frozen 
dairy  desserts,  mosdy  ice 
creams. 

"I  pushed  our  people  on 
Stellar  as  they  have  never 
been  pushed  before,"  says 
Douglas  Lapins,  the  com- 
pany's new  president.  He 
came  in  a  year  ago  from 
Tate  &  Lyle's  U.S.  sugar 
operations.  "Not  only  did  I 
think  it  was  important  to 
get  this  product  out,  but  it 
was  a  good  signal  to  send  to 
the  company  that  we're  do- 
ing things  in  a  new    and 
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When  the  sun  comes  up,  exactly 
3,653  mornings  from  this  one,  where 
will  you  be? 

Working  full-time?  Part-time?  Work 
ing  for  yourself?  Not  working  at  all? 

Will  you  be  driving  to  a  meeting? 
Driving  a  golf  ball?  Maybe  driving  in 
the  Paris-Dakar  Rally? 

The  question  is, 
will  you  be  doing  what 
you  have  to  do  or  what 
you  want  to  do? 

Shearson  Lehman 
Brothers  would  like 
to  invite  you  to  become 
a  "want  to." 


THE  LEADERS 

Institutional  Investor 
1990  All -America 
Research  Team  poll 


Shearson  Lehman  Brothers 
Goldman  Sachs 
Merrill  Lynch 
First  Boston 

Donaldson,  Lufkin  &  Jenrp, 
Paine  Webber 
Prudential  Bache  Secu 
Morgan  Stanley 

9.  Smith  Barney,  Harris 

10.  Kidder  Peabody 

11.  Salomon  Br 

12.  Dean*»o 


1, 
2. 
3. 
4. 
5. 
6. 
7. 


foucaw  get  there  from  here. 

What  it  takes,  very 
simply,  is  an  invest- 
ment strategy.  One 
that  carefully  bal- 
ances yoyr  desire  for 
growth  with  your 
appetite  for  risk. 

Admittedly,  this  is  not  a  new 
idea.  But  it's  the  only  one  we've  ever 
seen  that  works. 

And  it  works  best  when  you  have 
professional  help  and  guidance. 

That's  where  a  Shearson  Lehman 
Brothers  Financial  Consultant 
comes  in. 


Think  of  your  Shearson  Lehman 
Financial  Consultant  more  as  an 
advisor  than  a  stockbroker.  From  the 
beginning,  you'll  find  that  he  or  she 
spends  a  great  deal  of  time  listening. 
The  goal  is  simple — to  understand 
what  your  financial  objectives  are,  and 
to  learn  how  aggressively  you  want  to 
pursue  them. 

We've  given  our  Financial 

Consultants  tools 
to  help  make  this 
easier.  Take,  for 
example,  our  pro- 
prietary Strategic  Asset 
Allocator5" software.  It 
suggests  the  one  invest- 
ment strategy  best  suited  to 
your  objectives  and  your 
investment  personality. 


The  consultants  behind  the  Consultants. 

For  recommendations,  your 
Financial  Consultant  can  call  on 
one  of  the  industry's  strongest 
stock  research  departments.  In  the 
latest  Institutional  Investor  All- 
America  Research  Team  poll — 
among  the  industry's  most  presti- 
gious rankings — Shearson  Lehman 
Brothers  placed  first  overall  in 
number  of  analysts  selected. 

Equities,  though,  are  just  one  part 
of  a  balanced  portfolio.  Your 
Shearson  Lehman  Brothers  Financial 


Consultant  can  help  you  with 
hundreds  of  different  alternatives — 
bonds,  mutual  funds,  CDs  and  other 
investments. 


Our  personal  perspective. 

Perhaps  most  important  of  all, 
your  Financial  Consultant  will 
monitor  your  portfolio,  and  will  help 
you  revise  your  strategy  when  the 
need  arises. 

This  kind  of  personal  attention, 
more  than  anything  else,  will  deter- 
mine how  your  investments  perform. 

Where  do  you  want  to  be  just  ten 
short  years 
from  now? 
Wherever  it  is, 
give  us  a  call. 

We  can 
help  you  get 
there  from  here. 


SHEARSON 

LEHMAN 

BROTHERS 


If  you'd  like  to  talk  to  a  Shearson  Lehman  Brothers  Financial  Consultant,  call  1-800-233-7869. 

©1991  Shearson  Lehman  Brothers  Inc.  Member  SIPC. 


It  worit  be: 
before  it  flies. 


72,000.  To  84,000.  To  95,000.  No  one  has 
to  tell  you — thrust  levels  for  the  new  wide- 
body  twins  started  high.  Have  gone  up.  And 
will  go  up  again. 

You  need  an  engine  that  can  keep  up. 

Enter  the  GE90.  The  only  engine  speci- 
fically engineered  to  take  you  through  every 
version  of  the  new  widebody  twins. 

Designed  for  100,000  pounds  of  thrust, 
it  can  easily  be  derated — all  the  way  down  to 
72,000.  Making  it  the  most  versatile  engine 
you  can  buy. 

For  all  its  power,  the  GE90  will  have  less 
noise.  Less  emissions.  Less  fuel  consumption 
(up  to  5%  better  than  the  competition). 

And  the  reliability  only  a  derated  engine 
can  deliver. 

Nothing  compares  to  the  GE90.  Designed 
from  day  one  to  take  you  into  the  future. 

Being  built  in  conjunction  with  SNECMA  of  France,  IH I  of  Japan 
and  FiatAvio  of  Italy. 


GE  Aircraft  Engines 

Keeping  the  Promk 


outdated 


A.E.  Staley 


Staley  technician  measuring  out  Stellar 
High  hopes  for  a  new  fat  substitute. 


more  aggressive  way. 

Tate  &  Lyle  was  as  shrewd  in  its 
timing  as  in  its  management  tech- 
niques.It  bought  Staley  at  a  low  point 
in  that  company's  history.  The  very 
year  it  acquired  Staley,  corn  prices 
went  through  the  roof,  to  a  high  of 


$2.85  a  bushel,  because  of  the  1987 
drought — squeezing  Staley's  mar- 
gins. But  hardly  was  the  British  com- 
pany in  control  when  prices  turned 
right  around  and  dropped.  Since 
then,  corn  has  eased  to  $2.40  a  bush- 
el, making  Shaw's  bottom  line  look 


[  even  better.  Now  the  company  is 
|  placing  high  hopes  on  Stellar.  It  could 
replace  at  least  50%  of  the  fat  in 
prepared  baked  goods,  mayonnaise, 
salad  dressings  and  margarine.  The 
company  is  building  capacity  to  pro- 
duce.50  million  pounds  of  it  a  year — 
«to  sell  to  food  processors  at  $2.50  a 
pound.  Or  about  $125  million  in 
potential  annual  revenues. 

That  would  no  doubt  have  pleased 
Augustus  Eugene  Staley,  who  started 
the  company  back  in  1906.  At  that 
time,  cornstarch  was  sold  in  bulk  can- 
vas bags  to  general  merchants,  who 
would  measure  out  portions  to  cus- 
tomers, who  used  it  as  a  thickener  in 
gravies  and  puddings.  Staley's  big 
chance  came  at  the  dawn  of  the  age  of 
branded  goods.  He  realized  that  he 
could  buy  bulk  starch  for  2  cents  a 
pound,  repackage  it  in  one-pound 
boxes  under  the  brand  name  Cream 
Corn  Starch  and  sell  it  for  7  cents  a 
box.  To  secure  his  supply,  Staley  soon 
started  manufacturing  starch  himself, 
building  a  huge  corn-milling  complex 
in  Decatur. 

Staley  got  another  major  break 
with  the  development  of  high-fruc- 
tose corn  syrup  in  the  late  1970s  as  a 
replacement  for  sugar  in  many  pro- 
cessed foods,  particularly  soft  drinks. 


Corn  facts 
you  should 
know 


"STANDING  proud  as  a  re- 
newable resource,  corn  is  a 
literal  wonder  of  the 
world,  serving  almost  every 
industry  with  a  fraction  of 
its  magic."  So  opens  The 
Kernel  &  the  Bean,  the 
gushy  history  of  the  Staley 
Co.  written  for  its  75th 
anniversary  in  1981. 

If  that  doesn't  inspire 
you,  consider  the  following 
facts  about  America's 
largest  crop. 

Corn,  also  known 
as  maize,  is  a  cereal 
plant  of  the  grass  family. 
It  was  first  used  for  food 
some  10,000  years  ago  by 
Indians  living  in  what  is 
now  Mexico. 

Corn  is  grown  in 
all  50  states  and  is 
the  number  one  U.S. 
crop  in  acreage  (roughly  70 


million  acres)  and  in  value 
($17  billion  in  1990). 
,  There  are  over 

1 00  varieties  of 
corn,  one  for  just  about 
every  soil  type,  rainfall  level 
and  growing  season. 

The  U.S.  on  aver- 
age produces  over  7 
billion  bushels  of  corn  a 
year,  56  pounds  per  bushel. 
The  improved 
strains  of  corn  are 
ready  to  harvest  when  the 
stalk  is  roughly  6  feet  high. 
Which  means  the  "high 
as  an  elephant's  eye"  line 
from  Oklahoma  is  no 
longer  true. 

An  ear  of  corn  can 

^ have  up  to  1 ,000 

kernels — roughly  50  ker- 
nels per  row,  20  rows  per 
ear.  So  with  an  average 
135  ears  per  bushel,  the 


U.S  produces  some  945 
trillion  corn  kernels  a  year. 
^  Six  billion  bushels 

^^       of  U.S.  corn  are  for 
animal  feed  or  exports. 

( lorn  products  go 
into  soft  drinks,  gas- 
oline additives,  paper  and 
boxboard.  Only  a  fraction 
of  the  175  million  bush- 
els processed  into  corn- 
starch actually  goes  into 
edible  products. 
^^       Sweet  corn,  the 
■^^       kind  you  find  in  the 
supermarket  and  on  your 
dinner  tabic,  represents  less 
than  1%  of  the  corn  pro 
duced  in  the  U.S.  ,\U(\  is  not 
officially  classified  as 
"corn"  at  all  by  the  U.S 
Department  ofAgricul 
ture.  It  is  classified  .is  ,i  veg 
etable.  Pass  the  butter, 

please.  R.K.  ■ 
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The    art    of  writing. 

o 

BLANC 

Available  at  line  jewelers,  department  stores,  quality  stationers  and  other  select  retailers 
Koh  I  Noor  Inc  (800)  877  4810  In  Canada,  (416)  670  0300 


$19,995* 

IWC's  Da  Vinci®,  an  automatic  chrono- 
graph with  perpetual  calendar  and  moon 
phase  indicator. 

It  will  be  a  reminiscence  of  Leonardo 
Da  Vinci's  ingenuity  for  entire 
generations  of  watch  connoisseurs  to 
come  -  at  least  until  the  year  2499. 


The  century  slide  for  IWC's  Da  Vinci® 
automatic  chronograph. 
In  the  year  2200,  it  will  propel  an  entire 
generation  of  watchmakers  into 
the  technological  world  of  the  1980s. 
Dear  watchmaker:  we  hope  you  will 
forgive  us  that  your  colleagues  from 
Schaffhausen  have  created  the  Da  Vinci 
in  such  a  way  that  you  rarely  have  the 
opportunity  to  see  one  in  your 
professional  capacity. 
But  chances  are,  you  will  be  able  to  open 
one  of  them  in  early  January  2200  and 
marvel  at  the  ingenuity  of  the  old  masters. 
As  you  peer  in  amazement  into  its 
intricate  movement,  don't  forget  to  insert 
the  new  century  slide  for  the  period  from 
2200  to  2499.  Your  customer  will  have 
brought  it  along  sealed  in  a  tiny  vial. 
Should  you  elect  to  keep  the  Da  Vinci  a 
little  while  -  for  educational  purposes,  of 
course  -  we  suggest  that  you  refrain  from 
offering  the  owner  a  substitute  watch. 
After  all  this  time,  he  is  likely  to  regard  it 
as  a  breach  of  loyalty  to  his  Da  Vinci. 
Yours  truly,  IWC. 


IWC 

Corvee  foGo 

For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  1-800-432-9330 

Fred  Joaillier,  Inc.,  Beverly  Hills  (213)  276-5556;  Princess  Jewels  Collection,  Beverly  Hills  (213)  276-5556; 

Hesselbein's  Inc.,  Carmel  (408)  625-2522;' Royal  Hawaiian  Gems,  Honolulu  (808)  926-2722;  Smart  Jewelers,  Lincolnwood  (708)  673-6000; 

Morgan  &  Co.  Jewelers,  Los  Angeles  (213)  208-3377,  Chong  Hing  Goldsmith.  Monterey  Park  (213)  623-3645; 

Adler's  New  Orleans  (504)  523-5292;  Traditional  Jewelers,  Newport  Beach  (714)  760  8035;  Shapur,  San  Francisco  (415)  392-1200 

•Manufacturer's  suggested  retail  price. 


Test  products  made  with  Stellar 
Potential  customers  are  enthusiastic. 


Staler  led  the  development  of  the 
corn  syrup,  which  won  over  beverage 
vendors,  including  Coke  and  Pepsi, 
who  were  using  about  1 1  billion 
pounds  of  sugar  a  year. 

Flush  with  success,  Staley  manage- 
ment made  a  major  blunder.  It  decid- 
ed the  grass  looked  greener  in  other 
businesses.  While  management  fo- 
cused on  the  growing  food-service 
business  acquired  in  1983,  the  corn- 
milling  group  was  neglected.  Its  new- 
product  development  and  technical 
leadership  waned.  Staley's  profit  mar- 
gins and  stock  price  drooped. 

Tate  &  Lylc's  Shaw   noticed.  He 
w  as  eager  to  diversify  into  corn  sweet- 
eners, which  cost  20%  to  30%  less  than 
sugar  and  aren't  hobbled  as  much  as 
the  world's  sugar  market  by  protec 
rive  legislation,  quotas  and  national 
interests.  First  buying  a  5%  stake  in 
Staley,   reportedly   for  about   $20  a 
share,  in  1987,  Shaw  made  a  tender 
offer  for  the  rest  of  the  company  in 
early  1988 — while  Staley's  stock  trad 
ed   around   31.   He  eventually  paid 
$36.50  a  share.  It  turned  out  to  be 
one    of    the    smartest     investments 
among   the    many   made    by    British 
firms  in   the   U.S.  during  the  great 
takeover  wave  of  the   1980s.  Some- 
times companies  m.\\\  a  good  old 
fashioned  shaking  up.    This  certainly 
was  true  with  A.F.  Staley.  IB 
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Imagine  Buying  A  Learjet 
To  Save  Money. 


Ihe  Learjet  31A  is  the  most  cost-efficient  jet  on  the  market 
today,  boasting  an  operating  cost-per-mile  that  beats  the 
economy  jet  from  Cessna  —  guaranteed.  So,  while  many  firms 
purchased  Learjets  to  save  time,  more  and  more  are  buying 
them  to  save  money,  too  —  every  mile,  every  trip,  every  day. 

It's  hard  to  imagine  why  anyone  would  invest  in  any  other  jet. 
To  discuss  the  contribution  a  Learjet  31A  can  make  to  your 
business  and  your  bottom  line,  contact  Ted  Farid,  Vice  President 
Marketing  at  (316)  946-2450. 


©1991  Learjet  Inc. 


Learjet 


THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIES 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.  Most  of  AIG's  34,000 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws, 
practices  and  traditions.  They  know  how  to  design  insurance  products  specifically  for  their  own  markets 


and  can  respond  quickly  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  network 
of  service  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
and  experience  of  our  people.  And  that  is  something  no  one  else  can  match  in  this  fast-changing  world. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  DepL  A,  70  Pine  Street,  New  York,  NY  10270. 
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Christian  Dior,  Jeanne  Lanvin  and  Coco  Chanel 
are  long  gone,  but  their  businesses 
are  stronger  than  ever.  Thank  you, 
Gianfranco  Ferre,  Claude  Montana 
and  Karl  Lagerfeld. 


Alter 
egos 


By  Zina  Sawaya 

When  Gianfranco  Ferre  was  cho- 
sen as  the  new  designer  at  the  House 
of  Christian  Dior  in  1989,  Tout-Paris 
was  outraged.  An  Italian  dictating 
French  fashion?  In  protest,  Princess 
Caroline  of  Monaco  took  her  business 
elsewhere.  So  did  others.  What  an 
insult  to  the  memory  of  Christian 
Dior  and  his  esteemed  successor, 
Marc  Bohan. 

Adding  insult  to  injury,  Ferre 
wasn't  even  giving  full  allegiance  to 
the  great  French  house.  His  deal  with 
Dior  allows  him  to  keep  designing  his 
own  ready-to-wear  collection  under 
the  Ferre  name. 

How  could  he  design  two  separate 
looks  each  season,  one  for  himself  and 
one  for  Dior?  How  creative  could  one 
man  be?  It  was  too  much. 

Or  was  it?  In  thus  wearing  two  hats, 
Ferre  is  part  of  a  trend  in  today's 
fashion  world.  Chanel  Chairman 
Alain  Wertheimer  started  the  trend  in 
1983  when  he  hired  Karl  Lagerfeld  to 
revive  Chanel's  image.  To  get  Lager- 
feld, Wertheimer  agreed  to  let  the 
designer  continue  his  own  women's 
ready-to-wear  line.  Lagerfeld  has  also 
lent  his  talents  to  Italian  fashion  house 
Fendi,  and  has  recently  agreed  to 
design  Hartmarx  men's  suits. 

A  year  and  a  half  ago  Lanvin  hired 
Claude  Montana,  a  designer  known 
for  his  avant-garde  style  and  big, 
shoulder-padded,  leather  suits.  Mon- 
tana, too,  kept  his  own  line  while 
taking  on  Lanvin's. 

But  nobody  is  enjoying  the  two-hat 
trend  more  than  Gianfranco  Ferre, 


who  first  burst  upon  the  Milan  fash- 
ion scene  in  1978  with  ready-to-wear. 
Today  there  is  some  similarity  be- 
tween his  two  collections.  In  both 
cases  he  uses  his  trademark  luxurious 
fabrics — silk  organza  and  cashmere 
finished  off  with  rich  details  and  em- 
broideries. But  Fare's  outfits  for 
Dior  are  somewhat  more  restrained 
than  Ferre  for  Ferre  outfits.  His  Dior 
line  is  cut  in  the  elegant  Dior  mold — 
big  shoulders  and  cinched  waist — but 
with  a  splash  of  wit.  An  impeccably 
tailored,  long  black  evening  dress  is 
paired,  for  instance,  with  a  red  and 
white  striped  floor-length  silk  wrap. 
As  in  his  own  company,  Ferre  has 
brought   out   a   Dior   ready-to-wear 


line — a  first  for  Dior. 

The  Dior  connection  has  certainly 
not  hurt  Ferre's  own  business.  Prices 
for  his  ready-to  wear  are  hardly  ready 
to  wear    prices.    They    range    from 
$1,500  to  over  $5,000.  And  the  cus 
tomcrs  eat    it    up:    His  Milan  based 
company, Gianfranco  Ferre  SpA,  gen 
crates  $500  million  in  sales  worldwide 
annually. 

Lagerfeld  has  been  very  successful 
in  maintaining  a  distinction  between 
the  collection  he  does  for  Chanel  and 
the  collection  that  bears  his  name.  I  le 
was  able  to  slip  into  the  Chanel  Style, 
and  update  the  little  tweed  suit  with 
the  gold  buttons,  while  keeping  his 
own    designs    distinct.     At     Lanvin, 
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II 


Gianfranco  Ferre 
with  models 
presenting  his 
winter  collection  for 
Dior.  At  the  far  left 
a  silver  cat  suit 
from  his  own  Ferre 
collection. 
Couturiers  such 
as  Ferre  are  a  hot 
commodity.  The 
big  couture  houses 
are  recruiting 
them  to  bolster 
their  fortunes. 
The  couturiers  are 
willing  to  sell 
their  talent  for  the 
prestige  and  the 
money,  but  not  to 
give  up  their 
own  labels  and 
businesses. 


Montana  has  so  far  been  less  success- 
ful at  keeping  his  two  identities  sepa- 
rate. His  spring-summer  collection 
for  Lanvin  was  very  much  like  his 
Montana  collection,  with  its  asym- 
metrical cuts  and  icy  colors,  and 
seemed  a  sharp  break  from  the  style 
evoked  by  Jeanne  Lanvin.  But  Lan- 
vin-like  or  not,  Montana's  latest  col- 
lection was  loved  by  the  fashion 
world.  It  won  the  French  fashion 
industry's  prestigious  "Golden 
Thimble."  * 

Celebrity  designers  such  as  Mon- 
tana, Ferre  and  Lagerfeld  are  hot 
commodities,  and  can  name  their 
own  prices  today.  More  than  couture 
rides   upon   them.   If  their  couture 


collections  are  a  success,  the  glamour 
rubs  off  on  the  perfume  and  accesso- 
ries, which  make  up  the  bulk  of  reve- 
nues and  profits  for  the  houses  that 
employ  them. 

That's  why  Dior  hired  Ferre.  Wear- 
ing a  conservatively  cut  three-piece 
suit  with  a  purple  polka-dot  tie,  the 
portly  Italian,  46,  answers  a  question 
about  how  he  manages  to  keep  his 
Dior  style  separate  from  his  pure  Ferre 
style:  "It's  not  so  difficult,  in  a  way, 
it's  not  so  easy.  When  you're  here  [in 
Paris],  you  feel  the  tradition,  you  feel 
the  past,  but  you  have  to  feel  it  in  a 
modern  way." 

However  he  does  it,  Ferre  manages 
to  keep  separate  his  French  sensibil- 


ities and  his  Italian  sensibilities.  Per- 
haps that  ability  owes  something  to 
his  unusual  background.  Designers 
usually  come  into  their  own  only  after 
years  of  arduous  training  in  a  coutu- 
rier's studio.  Yves  Saint- Laurent,  for 
instance,  trained  under  Christian 
Dior  in  the  1950s  before  striking  out 
on  his  own.  Ferre  didn't  follow  that 
route.  He  trained  as  an  architect,  but 
moved  on  to  design  jewelry  and  acces- 
sories for  a  friend.  He  was  "discover- 
ed" by  the  then  influential  editor  of 
Italian  Vogue,  Anna  Piaggi.  She  liked 
his  work,  and  asked  him  to  make  some 
baubles  for  a  Vogue  photo  shoot. 

The  door  was  open  for  Ferre,  but 
his  sense  of  adventure  overcame  his 
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Marlene  Is  The  Soul  Of 

Concern.  She  Cannot  Sleep 

Well  At  Night  Unless 

She  Is  Certain  You  Will. 


©  1991  Four  Seasons  Hotels  Ltd. 


**. 


Marlene 
Housekeeper 
Four  Seasons  Hotel 

Chicago 


Her  radiant  smile  belies  a  steely  determination  —  to  transform  your  room  into  a  haven  of  tranquility.  With  pillows  I  he 
way  you  like  them,  French -milled  soaps,  and  stacks  of  thick  hath  towels,  morning  and  night.  Like  her  untiring  colleague!  who 
press  your  jacket  within  the  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  messages, 


Marlene's  mission  is  to  enhance  yourpersonal  comfort  and,  in  turn,  your  professional  efficiency  the      IZpn  ■■'  ConcnilC 
following  day.  Which  makes  a  Four  Seasons  Hotel  the  kind  of  investment  you  never  lose  sleep  over.         I  lOlGlS  *  I  lGSOITS 


Hotels 
united  states 

Austin 

Boston 

Chicago 

Chicago 
(Ritz-Carlton) 

Houston 

Houston 
(Inn  on  the  Park) 

Los  Angeles 
(Beverly  Hills) 

New  York 
(The  Pierre) 

Newport  Beach,  California 

Philadelphia 

San  Francisco 

Seattle 
(The  Olympic) 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

Vancouver 
LATIN  AMERICA 
Mexico  City  (1992) 

EUROPE 

London 
(Inn  on  the  Park) 

Paris  (1993) 

ASIA 

Tokyo  (1992) 

Singapore  (1993) 

Resorts 

Canada 
(Minaki  Lodge) 

Dallas 

(Las  Colinas) 

Maui 
(Wailea) 

Nevis,  W.I. 

Santa  Barbara 
"'     (The  Biltmore) 

Carlshad,  California 
(Aviara,  1992) 

Hawaii 
(Kona,  1993) 


For  reservations,  call  your  travel  agent,  or  in  the  U.S. 
call:  (800)  332-3442;  in  Canada  (800)  268-6282. 
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ambition.  Offhe  went  to  India,  where 
he  got  a  job  scouting  the  country  for 
handicrafts  that  could  be  sold  in  for- 
eign markets.  Working  with  Indian 
artisans,  he  was  attracted  by  the  richly 
embroidered  and  sensuous  fabrics 
they  use  and  that  he  would  later  use  as 
a  couturier. 

Back  in  Italy  Ferre  met  his  future 
partner,  Franco  Mattioli,  a  clothing 
manufacturer  from  Bologna.  While 
Ferre  designed,  Mattioli  managed. 
Aware  of  the  importance  of  image, 
Mattioli  kept  a  tight  control  over 
distribution,  and  limited  the  number 
of  licensees.  The  Ferre  name  became 
associated  with  exclusivity.  The  com- 
pany now  puts  out  a  range  of  prod- 
ucts, like  perfume,  handbags  and 
eyewear,  but  it  has  limited  the  num- 
ber of  licensees  to  18. 

Having  conquered  France,  Ferre  is 
tackling  the  U.S.  He  is  not  as  well 
known  here  as,  say,  fellow  Italian 
Valentino,  who  dressed  Jackie  Kenne- 
dy when  she  was  First  Lady.  But  that's 
about  to  change.  Designing  for  Dior 
is  bringing  him  more  name  recogni- 
tion in  the  U.S.  and  should  help  him 
sell  his  own  line  here. 

Ferre  opened  a  boutique  on  an 
elegant  stretch  ofWashington,  D.C.'s 
Wisconsin  Avenue  in  March,  and  this 
month  will  open  a  second,  on  Rodeo 
Drive — the  first  U.S.  outposts  of  a 
worldwide  empire  of  100  Ferre  bou- 
tiques. "The  double  exposure  of  his 
.name  has  brought  him  to  the  atten- 
tion of  the  American  public,"  says 
Joan  Kaner,  senior  vice  president  and 
fashion  director  of  Neiman  Marcus. 

All  this  has  made  Ferre  very  rich. 
Dior  reportedly  pays  $2  million  a  year 
for  his  services.  This  money  goes  into 
his  partnership  with  Mattioli.  Ferre 
won't  say  just  how  well  his  company  is 
doing,  but  says,  "Accessories  and  per- 
fume are  profitable,  but  ready-to- 
wear  is  very  profitable." 

Ferre  lives  the  kind  of  life  his  cus- 
tomers would  expect  him  to  live.  But 
it's  also  a  hectic  life.  He  jets  every 
week  in  a  private  plane  between  his 
villa  on  Lake  Maggiore,  one  hour 
from  Milan,  and  an  apartment  in  the 
elegant  Plaza  Athenee  on  Paris'  Ave- 
nue Montaigne,  across  from  the 
Christian  Dior  boutique.  Says  Ferre: 
"I'm  not  exactly  a  business  person, 
but  I  know  what  I  want,  and  I  know 
where  I'm  going."  IB 


Which  is  which? 

On  the  right:  Ferre  by  Ferre. 

On  the  left:  Dior  by  Ferre. 

"The  Ferre  woman  is  very  modern, 

Italian,  more  in  movement.  Dior  is 

more  calm,  conservative.  The  Dior 

customer  is  the  essence  of  the  French 

spirit,"  says  the  versatile  Ferre. 
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NUMBERS  GAME 


How  a  high-powered  friend  and  clever  accounting 
came  to  the  aid  of  Sam  Zell's  Itel  Corp. 

Green 

eyeshades  and 
motorcycle 
leathers 


By  Graham  Button 

Chicago  financier  Samuel  Zell,  49, 
is  known  for  showing  up  at  work  in 
leather  motorcycle  pants  and  for 
shunning  the  golf  course  in  favor  of 
hot-air  ballooning  and  off-trail  skiing. 

No  wonder  he  chafes  when  a  recent 
discussion  about  a  business  deal  turns 
to  accounting.  "I  would  not  want  to 
be  considered  an  accounting  expert," 
he  protests.  "Number  one,  it  would 
ruin  my  reputation." 

Don't  be  deceived.  Centimillion- 
aire  Zell  has  picked  up 
enough  accounting  to  have 
hatched  a  marvelous  deal 
for  Itel  Corp.,  the  $1.98 
billion  (1990  revenues) 
railcar  leasing  company  in 
which  he  holds  a  control- 
ling interest.  The  deal  has 
some  observers  arguing 
that  Zell,  through  some 
deft  financial  maneuvering, 
in  effect  avoided  having  Itel 
pony  up  $38  million  to  re- 
purchase shares  owned  by 
Los  Angeles  financier  Da- 
vid Murdock. 

Here's  what  happened. 
Until  March,  Flexi-Van 
Leasing  Inc.,  the  transpor- 
tation leasing  outfit  con- 
trolled by  Murdock,  owned 
3  million  common  shares, 
or  6.9%,  of  Itel.  But  Flexi- 
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Van  decided  to  take  advantage  of  a 
right  to  sell  its  shares  back  to  Itel  for 
$16.67  each,  or  $50  million. 

This  posed  a  dilemma  for  Itel.  Buy- 
ing back  the  shares  would  have  creat- 
ed additional  strain  on  the  company's 
already  highly  leveraged  balance 
sheet.  (As  of  Mar.  31,  Itel  had  $2.7 
billion  of  total  liabilities  and  only 
$636  million  of  stockholders'  equi- 
ty.) That  could  have  put  new  pressure 
on  Itel  stock,  which  recently  had  a 


short  position  of  4  million  shares,  or 
10%  of  total  shares  outstanding. 

So  Zell  got  in  touch  with  an  old 
friend,  Chicago  billionaire  Jay 
Pritzker.  On  Mar.  29  the  Pritzker 
family  bought  Flexi-Van's  entire  Itel 
stake  at  the  market  price — 12%  per 
share,  or  $38  million.  Itel  kicked  in 
$12  million  in  cash  to  make  up  the 
difference  between  the  market  price 
and  Flexi-Van's  put  price  of  $16.67. 
The  shares  are  reported  on  Itel's 
balance  sheet  as  regular,  permanent 
equity.  But  this  was  no  straightfor- 
ward equity  investment.  After  22 
months  the  Pritzkers  can  sell  the 
shares  in  the  open  market  or  put  them 
back  to  either  Itel  or  Zell  personally. 
The  put  price?  The  price  the  Pritzkers 
paid,  12%,  plus  a  cash  payment  equiv- 
alent to  a  1 5%  annual  return  on  invest- 
ment. Meanwhile,  should  the  stock 
fall  below  10,  Itel  could  be  compelled 
to  deposit  funds  with  the  Pritzkers. 
Itel's  shares  recendy  traded  at  I6V2. 

A  no-risk  investment  for  the 
Pritzkers,  no  matter  how  you  slice  it. 
But  since  Itel  might  have  to  redeem 
their  stock  and  pay  a  guaranteed  rate 
of  return,  isn't  the  investment  really  a 
form  of  debt?  If  so,  the  critics  say,  Itel 
is  keeping  potential  liabilities  conve- 
niendy  off  the  balance  sheet. 

It  isn't  an  easy  call.  As  accountants 
well  know,  the  pace  of  financial  inno- 
vation has  outrun  the  scope  of  the  old 
definitions  of  debt  and  equity.  But  the 
last  update  of  the  rules  took  place  in 

1979,  when  the  Securities 

!  &  Exchange  Commission 
§  created  a  new  balance  sheet 
category — "temporary  eq- 
uity"— to  deal  with  pre- 
ferred stock  that  requires 
redemption  at  a  specific 
date,  or  where  the  redemp- 
tion is  outside  the  control 
of  the  issuer.  The  idea  was 
to  alert  shareholders  that 
some  of  the  company's  eq- 
uity securities  may  require 
redemption  in  cash. 

The  SEC  has  gradually  ap 
plied  the  concept  of  "tern 
porary  equity"  to  other 
kinds  of  equity  instruments 
with  characteristics  similar 
to  preferred  stock  such  .is 
common  stock  against 
which  put  options  have 
been    written.    Whenever 
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You've  analyzed.  You've  agonized.  gets  your  current  computers  working  anyone  could  do  it.  But  by  solving  tough 
You've  listened  to  all  the  experts.  And  together.  We  take  what  you  have  and  problems  for  big  companies  and  small 
now  that  the  future's  here,  where  are         make  sure  it  works  with  what  you  need.         companies  and  governments  every- 

IF    EVERYONE    WAS    PLANNING    FOR    THE    FUTURE, 
HOW    DID    THINGS    GET    SO    MESSED    UP? 


you?  Trying  to  cope  with  an  unmanage- 
able mishmash  of  computers.  A  system 
that  hoi  become  more  liability  than 
asset.  Are  we  overstating  the  problem? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating  where,  we've  become  one  of  the 

waste,  controlling  costs.  We  don't  have  largest  suppliers  of  information  tech- 

a  crystal  ball.  But  what  we  can  promise  nology  in  the  world.  Call  1-800-233- 

you  is  an  information  system  that  builds  in  BULL,  ext.  2100.  1-800-268-4144  in 

all  the  freedom  and  flexibility  you  need  Canada.  After  all,  why  have  an  informa- 

to  be  ready  for  the  future.  Whatever  tion  system  that's  confounded  by  the 


Information 


the  future  happens  to  be.         Worldwide 
Of  course,  we're  not  say- 
ing this  is  easy.  If  it  were, 


Systems 


Bull     ft 


future.  When  you  can  just 
as  easily  have  one  that's 
completely  at  home  there. 


We  solve  the  toughest  problems  in  the  world. 


ZERO       COUPON       BONDS 

The  Wrong  Choice 
for  College  Savers 


By  Peter  A.  Roberts,  Chairman,  College  Savings  Bank 


From  parents 
to  educators 
to  legis- 
la tors, 
everyone 
is  con- 
c  e  r  n  e  d 
about  the 
ever-rising  cost 
of  college  and  how 
families  will  be  able  to  pay  future  costs.  But 
let's  not  jump  to  conclusions.  Just  because 
some  states  and  brokerage  firms  offer  zero- 
coupon  bonds  to  fund  a  college  education 
doesn't  mean  zeros  are  the  right  choice.* 

Just  Say  "NO!"  to  Zeros 

Parents  should  avoid  the  use  of  zero-coupon 
bonds,  which  pay  a  fixed  amount  at  maturity, 
to  fund  the  uncertain  price  of  tomorrow's 
college  education. 

A  zero-coupon  bond  is  a  fixed-rate  asset  while 
the  future  cost  of  a  college  education  is  a 
variable-rate  liability.  Prudent  money 
managers  do  not  fund  variable-rate  liabilities 
with  fixed-rate  assets.  Such  a  speculative 
investment  strategy  caused  the  demise,  in 
part,  of  many  S&Ls  in  the  early  1980s.  In  fact, 
today  Federal  banking  authorities  deem  any 
relatively  heavy  investment  in  long-term  zero- 
coupon  bonds  to  be  an  unsafe  and  unsound 
investment  practice  subject  to  supervisory 
action. 

Therefore,  if  your  broker  urges  you  to  buy 
zeros  to  fund  your  child's  college  education, 
just  say  "NO!" 


There  Is  a  Better  Way 

Many  individuals  as  well  as  college  and' 
university  administrators  have  found  a  way  to 
meet  the  rising  cost  of  college  with  the 
CoZ/e^eSwre ®  Certificate  of  Deposit  (CD). 

The  CollegeSure  CD  is  indexed  to  college  costs 
so  it  pays  a  variable  interest  rate  tied  to  the 
college  inflation  rate.  Moreover,  it: 

•  Is  the  only  savings  product  guaranteed  to 
pay  college  costs  no  matter  how  high  they 
climb  --  no  other  investment  offers  this  peace 
of  mind; 

•  Allows  you  to  prepay  college  costs  today  at 
a  deep  discount  to  tomorrow's  prices; 

•  Requires  only  a  low  initial  investment  of 
$1,000;  and 

•  Is  FDIC-insured,  so  it's  backed  by  the  full 
faith  and  credit  of  the  U.S.  Government  up  to 
$100,000  per  depositor. 

Call  or  write  today  to  find  out  more  about  the 
CollegeSure  CD,  the  guaranteed  way  to  save  for 

colkSe®  Call  toll-free 

1-800-888-2723 

Monday  -  Friday 

9  a.m.  -5  p.m. 

Eastern  time 

College 

Savings  Bank 

5  Vaughn  Drive 
Princeton,  NJ  08540-6313 

*  Zero-coupon  bonds  pay  no  interest  until  maturity.  Investors  buy 
zeros  at  a  discount  and  collect  the  full  face  value  at  maturity. 
©  1991  College  Savings  Bank.  CollegeSure®  CD  is  a  unique 
investment  product  the  creation  and  origination  of  which  is  covered 
by  one  or  more  patents  owned  by  College  Savings  Bank. 


Member    KDIC 


^X 


^    PRESERVATION 

M  PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 

Department  PA 

1785  Massachusetts  Ave.,  N.W. 

Washington,  D.C.  20036 


"there's  any  circumstance  where  the 
issuance  of  cash  is  outside  the  control 
of  the  issuer,"  says  Kenneth  Chate- 
lain,  sec  assistant  chief  accountant, 
then  you've  got  temporary  equity. 

There's  no  indication  the  sec  plans 
to  challenge  Itel's  accounting.  But  H. 
<John  Dirks,  a  partner  in  the  New  York 
office  of  Price  Waterhouse,  says,  "Just 
because  the  put  isn't  exercisable  until 
some  future  date  doesn't  mean  that 
you  don't  reclassify  the  stock  as  tem- 
porary equity  right  now." 

Itel's  investors  have  to  look  in  the 
footnotes  under  "contingent  obliga- 
tions" to  find  out  that  the  Pritzkers' 
equity  comes  with  strings  attached. 
How  come?  "We  think  the  stock  will 


In  March,  David  Mur- 
dock  exercised  an  option  to 
sell  Itel  $50  million  of 
Itel  stock.  Rather  than 
have  Itel  pony  up  for  the 
shares,  Sam  Zell  called  his 
old  friend  lay  Pritzker. 


perform  in  a  fashion  that  will  cause  the 
Pritzkers  to  be  happy  with  their  in- 
vestment, and  therefore  the  shares 
won't  be  put  to  the  company,"  says 
Itel  President  Rod  Dammeyer.  Adds 
Zell:  "There's  a  big  difference  be- 
tween this  and  a  mandatory  obliga- 
tion on  preferred  stock." 

Is  there?  That's  exactly  the  kind  of 
thing  the  rulemakers  at  the  Financial 
Accounting  Standards  Board  arc- 
looking  at  in  a  project  examining 
whether  new  definitions  of  debt  and 
equity  are  needed,  and  how  to  ac- 
count for  instruments  that  have  char- 
acteristics of  both.  One  proposal  is  a 
so-called  fundamental  approach  that 
would  break  down  financial  instru- 
ments into  parts,  accounting  for  them 
separately.  For  Itel,  that  could  mean 
booking  the  issue  price  of  the  Pritzker 
stock  as  equity,  but  recording  the 
value  of  the  put  option  as  a  liability. 
That  value  might  be  determined  by 
some  sort  of  option-pricing  model. 

Meanwhile,  Sam  Zell  has  taken  care 
of  Itel's  obligation  to  buy  back  Mm 
dock's  shares  with  minimal  additional 
strain  to  Itel's  balance  sheet.  Maybe  a 
green  eyeshade  would  go  nicely  with 
black  leather  pants  after  all.  H 

Forbes"  June  24,  1991 
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Product  support  for  your  IBM  or 
compatible. 

CompuServe,  the  world's  largest 
network  of  people  with  personal 
computers,  is 'also  the  world's  largest 
network  of  people  with  answers  to 
your  hardware  and  software  questions. 

Brains  abound  on  CompuServe. 
You'll  find  quick  solutions  and  infor- 
mation from  our  thousands  of  forum 


members, 
some  of  whom  have 
already  had  your  problem, 
some  of  whom  are  the  product  devel- 
opers themselves.  Company  decision- 
makers are  online,  too,  discussing  the 
next  generation  of  products,  and  giving 
CompuServe  members  software 
updates  before  they  hit  the  market. 


Got  a  question?  Got  a  problem? 
Get  smart.  And  get  some  answers, 
from  the  many  minds  of  CompuServe. 

To  join,  see  your  computer  dealer. 
To  order  direct,  or  for  more  informa- 
tion, call  us  today. 

CompuServe 

800  848-8199 


If  You  Call  Our  Competition  With  A  Fleet  Problem,  I 

This  Is  The  Help  You're  Likely  To  See  Walk  Through  Your  Door. 


Even  in  this  age  of  1-800  numbers, 
computers  and  fax  machines,  we 
still  believe  there's  no  substitute  for 
the  helping  hand  of  a  human  being. 

If  you  agree,  call  Chevrolet  Fleet 
Sales.  We  can  put  more  trained  field 
people  across  the  desk  from  you  than 
anybody  else  in  the  fleet  business.  To 
discuss  with  you  more  different  kinds 
of  cars,  light-duty  trucks  and  vans  than 
anybody  else  in  the  business. 

We  also  have  an  impressive  800- 
number  network  with  an  extensive 
support  staff,  for  help  of  any  kind.  And 
to  keep  your  phone  from  constantly 
ringing,  we  have  a  service  organization 
devoted  exclusively  to  fleets.  Complete 
with  toll-free  1-800  numbers  your 
people  can  call  for  assistance. 

Call  1-800-248-2897.  You'll  not 
only  like  what  you  hear,  you'll  like 
who  you'll  see  as  well. 


Our  APV  cargo  van:  one  of  several  exclusive  fleet  advantages 
available  by  calling  1-800-248-2897. 


OF  AMERICA  IS  WINNING" 
TODAY'S  FLEET  COMPANY  IS  CHEVROLET 

Chevrolet,  the  Chevrolet  emblem  and  Lumina  are  registered  trademarks  of  the  CM 
Corp.  ©  1990  CM  Corp.  All  Rights  Reserved.  Let's  get  it  together.  ..buckle  up. 


GM 


It  took  over  a  decade  for  Intermagnetics  to  break  solidly 
into  the  black  with  its  superconductivity  technology. 

Success  is  a 
greasy  pole 


Bv  James  Cook 


How  to  expknt  the  closest  thing  to  perpetual  motkm. 


Investors  look  to  small  technology 
companies    for   excitement.    Some 
times  what  is  called  for  is  patience. 

Intermagnetics  General  Corp.  lost 
money  during  much  of  the  Eighties, 
and  then  suddenly  took  wing.  The 
smallish  Guilderland.  NY.  company 
had  revenues  in  fiscal  1987  of  only 
S14  million,  but  lost  nearly  S4  mil- 
lion. In  fiscal  1990  (ending  Mav  27, 
1990)  its  sales  had  climbed  to'  $47 
million  and  the  company  earned 
S836,000,  equal  to  13  cents  on  each 
of  its  approximately  6.5  million 
Nasdaq -listed  shares.  This  year  looks 
better:  In  nine  months  of  fiscal  1991 


Intermagnetics  earned  SI. 7  million 
on  S46  million  in  sales,  twice  what  it 
did  in  all  of  1990.  A  record  in  sales  and 
earnings  is  in  the  bag  for  1 99 1 . 

Under  President  Carl  H.  Rosner, 
62,  Intermagnetics  focuses  on  super 
conductivity.  For  a  decade  Rosner 
managed  the  superconductivity  pro- 
gram at  General  Electric's  research 
laboratory  in  nearby  Schenectady,  but 
in  1971  gh  turned  its  back  on  super- 
conductivity and  spun  off  Rosner  and 
irs  superconductivity  operation. 

Superconductivity  is  the  property 
certain  metals  and  ceramics  have  that 
enables  them  to  carrv  current  with 


virtually  no  electrical  resistance — that 
is,  without  the  energy  loss  that  occurs 
with  conventional  copper  and  alumi- 
num conductors.  As  a  result,  super- 
conductors can  ofFer  the  electrical  and 
electronics  industries  huge  energy 
savings  and  performance  advantages. 

recially  in  creating  electromagnetic 
fields,  fields  10  to  100  times  more 
powerful  than  those  produced  by 
conventional  copper- wound  electro- 
magnets. 

The  problem  is  that  such  resis- 
tance-free superconductivity  emerges 
only  when  the  conductor  is  cooled  to 
very  low  temperatures.  In  the  case  of 
some  metallic  conductors,  those  tem- 
peratures approach  absolute  zero — 
273  degrees  below  zero  centigrade. 
This  requires  liquid  helium  as  a  refrig- 
erant, which  is  relatively  expensive. 

'"In  many  ways,  it's  like  perpetual 
motion,"  says  Rosner.  "You  establish 
a  magnetic  field,  and  it  stays  there,  as 
long  as  you  keep  it  cold.  You  can  do 
things  with  superconductors  you 
can't  afford  to  do  at  room  tempera- 
ture. Sooner  or  later,  superconduct- 
ing will  make  major  inroads  in  appli- 
cations like  motors,  magnetic  levita 
tion,  energy  storage,  electronic 

It  has  already  found  a  major  appli- 
cation in  medical  diagnostic  equip- 
ment. Superconductivity  is  what 
makes  Magnetic  Resonance  Imaging 

?J  i  systems  commercial — those 
body  engulfing  devices  that  can  re- 
veal what  is  going  on  inside  the  body 
more  effectively  than  X  ra\ 

MR]  systems  using  copper  were  far 
too  expensive  to  operate  on  a  com 
mercial  basis.  Then  the  use  of  super 
conductive  materials  cut  the  power 
cost  by  more  than  90%  and  enhanced 
the   stability  of  the  magnetic  field. 
\Wien  that  happened,  the  market  be- 
gan  to  take  off.   Last   year,   Rosner 
estimates,  the  industry  produced  per- 
haps 900  mrj  machines  worldwide,  up 
from  around  100  only  five  years  a. 
That  may  not  sound  like  much,  but  the 
superconducting    magnets    used    in 
these  $13  million  machines  cost  be 
tween  S250,OOO  and  $500,000— at 
least  a  S250  million  market 

Intermagnetics  doesn't  make  MRI 
equipment  itself — c.f .  N  V  Philips 
and  Siemens  have  about  80%  of  the 
market.  But  it  docs  produce  both  the 
wire  and  the  magnets  that  go  into  the 
equipment.  Rosner  is  uneasy  at  being 


68 
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Japan's  prototype  magnetic-levitation  train 

Another  case  of  an  American  invention  applied  in  Japan. 


so  dependent  on  only  two  big  custom- 
ers— GE  and  Philips — for  almost  two- 
thirds  of  Intermagnetics'  sales,  but 
there  are  several  other  major  markets 
beginning  to  open  up,  and  Rosner  is 
counting  on  them  to  give  his  business  a 
better  balance.  Among  them: 

Energy  storage.  Superconductive 


magnets  that  will  enable  utilities  to 
store  power  generated  at  night,  when 
demand  is  low,  for  use  during  the  day. 

Transportation.  High-speed, 
magnetically  levitated  and  propelled 
trains  currendy  in  German  and  Japa- 
nese prototypes. 

Scientific  research.  Eleven  thou- 


sand superconductive  magnets  for  the 
Superconducting  Supercollider,  the 
$8.2  billion  atom  smasher. 

The  commercial  energy  storage 
and  transportation  applications, 
Rosner  concedes,  are  five  to  ten  years 
down  the  road.  But  Intermagnetics 
has  already  won  a  contract  qualifying 
it  to  compete  for  a  piece  of  the  Super- 
collider's $450  million  wire  market. 

Competition?  Says  Rosner:  "Su- 
perconductivity technology  was  de- 
veloped in  the  U.S.,  but  it's  been 
given  away  to  the  rest  of  the  world 
through  our  national  laboratories,  so 
U.S.  industry  hasn't  retained  the  kind 
of  advantage  I  would  like  to  see  us 
retain.  Even  so,  the  U.S.  has  been  able 
to  stay  ahead  of — or  certainly  on  a  par 
with — the  Japanese  for  decades  now, 
because  of  the  innovative  nature  of 
U.S.  scientists  and  engineers." 

The  Japanese  aren't  his  only  worry. 
Intermagnetics  also  has  to  compete 
with  the  likes  of  Siemens,  the  Ger- 
man conglomerate.  And  with  an 
emerging  technology  like  supercon- 
ductivity, somebody  can  make  what 
you're  doing  obsolete  fairly  rapidly. 
Success  is  a  greasy  pole  in  a  business 
like  this  one.  ■§ 


1.    The  first  mass-produced: 
mass- marketed  PC 


2.  The  first  portable  PC 

3.  The  first  laptop  PC 

4.  The  first  highly- integratec 
PC  compatible  with 
software  included 


5.  The  first  Micro  Channel™ 
compatible  PC 

6.  The  first  handwriting 
recognition  pad 

7.  The  first  PC  mini -towers 

8.  The  first  home 

PC  compatible  with 
integrated  hardware 
and  software 


The  Catholic  Church  is  the  biggest  membership  organization  in  the  U.S. 
What's  number  two?  The  American  Automobile  Association.  Like  the 
Church,  the  AAA  is  learning  to  adapt  to  the  late  20th  century. 

Heading  for  the 
21st  century 


By  James  Cook 

If  it  were  organized  like  any  other 
corporation,  the  American  Automo- 
bile Association  would  easily  rank 
among  the  largest  and  most  successful 
enterprises  in  the  U.S.  With  over  32 
million  members,  Triple-A  is  larger 
than  the  American  Association  of  Re- 
tired Persons,  and  second  among 
U.S.  membership  organizations  only 
to  the  Catholic  Church. 

Last  year  Triple -A's  147  affiliated 
auto  clubs  and  their  35,000  employ- 
ees generated  $10  billion  in  com- 
bined sales  ($13.1  billion  if  you  lump 


in  their  credit  card  volume).  Aftertax 
profits  on  those  revenues,  excluding 
insurance,  were  a  minuscule  $26.5 
million,  but  that's  because  Triple-A 
conducts  its  business  as  a  determined- 
ly not-for-profit  organization.  Plow- 
ing most  of  what  it  makes  back  into 
the  services  it  provides,  it  adds  new 
services  while  keeping  costs  to  mem- 
bers low.  The  cost  for  a  basic  mem- 
bership ranges  from  $18  a  year  in 
Barberton,  Ohio  to  $68  in  Toronto, 
Ont.  Unlike  most  other  membership 
organizations,  Triple-A  pays  taxes — 


income  taxes,  sales  taxes,  property 
taxes,  the  works. 

James  B.  Creal  is  the  tight-lipped, 
close-cropped  ex-Marine  who  has 
headed  the  association  for  the  last  20 
years.  He  describes  Triple-A  as  a  thor- 
oughly decentralized  federation  of  af- 
filiated clubs.  Though  AAA  headquar- 
ters near  Orlando,  Ha.  sets  certain 
minimum  standards — for  road  service 
delivery,  up-to-date  travel  materials, 
financial  performance — the  individ- 
ual clubs  stand  on  their  own  feet 
financially,  hire  their  own  manage- 


1 .    Radio  Shack 
TRS-80,  1977 


2.    GRiD  Compass,  1981 


3.    Radio  Shack 
Model  100,  1983 


4.    Tandy  IOOO,  1984 


.    Tandy  5000  MC,  1988 


6.    GRiDPAD,  1989 


.    Victor  M  Series,  1990 


8.    Tandy  IOOO  RL,  1990 


...more  than 

vou  imaained. 


Triple  A's  travel  conglomerate 


Total  sales:  $10  billion 


Sales 

■I  Insurance 
gg| Traveler's  checks 
_j Travel  agency 
■Membership  dues 
IfilOther 


Credit  card  sales 


$3.1  billion 


Source:  MA. 

ment  and  staff,  set  their  own  member- 
ship fees  and  decide  what  additional 
services  to  offer  their  members.  In 
return  for  services,  such  as  contracts 
with  American  Express  and  Visa,  ne- 
gotiated by  Creal's  staff  in  Orlando, 
the  individual  clubs  contribute  30 
cents  per  member  to  finance  the  asso- 
ciation's headquarters  operations  and 


Over  the  years  AAA  has 
become  an  automobile-travel 
conglomerate.  Among 
the  many  services  the 
association  now  sells  its  more 
than  32  million  members  are 
traveler's  checks,  insurance 
and  airline  reservations.  AAA 
clubs  also  do  a  big  business 
in  Visa  and  MasterCard 
credit  cards. 


research  and  development,  and  pay  in 
addition  for  the  services  they  call  on 
headquarters  to  provide,  like  road 
maps  and  tour  guides. 

And  those  AAA  services  just  keep 
proliferating.  Along  with  its  venerable 
24-hour  road-service  commitment, 
Triple-A  is  probably  the  world's  larg- 
est travel  agency,  the  world's  largest 


purveyer  of  AmEx  traveler's  checks 
and  Visa  and  MasterCard  credit  cards, 
and  among  the  world's  largest  map- 
makers  and  travel  book  publishers. 

This  past  year  Triple-A  began  test- 
ing long-distance  telephone  calling 
cards,  introduced  a  toll-free  travel  and 
weather  telephone  information  ser- 
vice and  several  annual  publications, 
including  Car  Buyers  Handbook  and 
AutoTest,  which  is  an  overall  evalua- 
tion of  the  most  popular  new  cars. 
Most  such  services  are  provided,  free 
of  additional  charge,  with  the  annual 
membership  fee. 

Founded  in  1902  at  the  dawn  of  the 
automobile  age,  Triple-A  continues 
to  grow,  adding  around  a  million  new 
members  a  year,  in  part  because  there 
is  a  perception  in  the  minds  of  Ameri- 
can motorists  that  the  association  is 
on  their  side — a  perception  that  Creal 
and  his  predecessors  have  worked 
hard  to  reinforce.  Triple-A  lobbies 
vigorously  to  influence  legislation  on 
auto-related  issues  like  auto  safety, 
highway  facilities  and  taxation.  In  the 
Fifties  it  played  a  major  role  in  making 
the  federal  interstate  highway  pro- 
gram a  reality.  More  recently,  it  has 
worked  hard  to  defeat  proposals  for  a 


We're  continually  developing  and  marketing  emerging  technologies.  Our 
GRiD  Systems  is  pioneering  handwriting  recognition.  Victor's  mini-towers 
feature  removable  hard  disk  drives.  And  our  innovative  Tandy  home 
computer  is  the  first  PC  that's  so  easy  to  use,  it  guarantees  success. 


VICTOR 


® 


GRID 


TANDY 


® 


AAA 


sharp  increase  in  the  gasoline  tax. 

Cheap  gasoline,  of  course,  encour- 
ages usage  and  thus  imports,  but 
Creal  defends  the  AAA  against  charges 
that  its  position  on  gasoline  taxes 
harms  both  the  environment  and  the 
balance  of  payments.  Cars,  Creal  says, 
are  "what  people  want.  We  do  what 


Cartographic 
systems  operator 
David  Blan 
He  helps 
convert  manual 
mapmaking  to 
computerized 
cartography. 


our  members  want,  not  what  we 
think.  We  take  survey  after  survey.  We 
have  to  make  sure  we  are  in  the 
forefront  of  the  movement,  not  play- 
ing catch-up." 

These  days  Creal's  instincts  are  tell- 
ing him  that  American  motorists  are 
interested  in  the  "smart-car"  con- 


James  B.  Creal,  president  of  AAA 

AAA  is  committing  itself  to  the  technology  of  tomorrow, 

not  only  computerizing  its  mapmaking  operations  but  also  laying 

the  groundwork  for  an  all-encompassing  car  navigation  system. 

Is  the  smart  car  the  car  of  tomorrow? 


cept — the  notion,  loosely  speaking, 
that  advances  in  computers  and  mo- 
bile communications  can  be  put  to 
use  to  help  drivers  get  from  point  A  to 
point  B  more  efficiently  than  in  the 
past.  AAA's  recent  conversion  to  com- 
puterized mapmaking  is  in  tandem 
Vith  the  development  of  a  computer- 
ized map  of  Orlando.  The  Orlando 
map  will  serve  as  the  basis  for  an  $8 
million  experimental  car  navigation 
system  called  TravTek.  Responding 
to  data  on  traffic  conditions — traffic 
signals,  police,  construction  and 
maintenance  activities — the  system 
will  use  radio  waves  to  provide  drivers 
with  traffic  information,  route  guid- 
ance and  other  information  on  a  dash- 
board video  screen. 

Sponsored  by  AAA,  General  Motors 
and  several  government  agencies, 
TravTek  will  go  into  test  operation 
with  100  vehicles  next  year.  In  the  test 
stage,  such  a  service  could  cost  as 
much  as  $3,500  a  unit,  but  the  goal  is 
to  bring  it  on  the  market  as  just 
another  option — for  under  $1,000. 
Every  vehicle  using  the  TravTek  sys- 
tem becomes  a  reporting  device,  so 
that  the  more  vehicles  use  it,  the  more 
data  are  fed  into  the  system  and  the 
more  useful  the  system  becomes. 

"We  are  exploring  the  future," 
Creal  says,  "investigating  the  smart- 
car  concept,  and  where  that  might 
take  us.  Primarily  we're  in  the  infor- 
mation business.  We  envision  the  day 
when  much  of  the  information  we 
provide  will  be  conveyed  other  than 
on  a  printed  piece  of  paper." 

All  this  helps  explain  the  AAA's  re- 
markable survivability.  Over  the  last 
20  years  several  for-profit  competitors 
have  popped  up  to  challenge  AAA's 
domination  of  the  business,  and  with 
some  success:  Triple-A's  membership 
grew  briskly  during  the  1980s,  but 
market  share  dropped  to  64%  in  1985. 
Since  then,  however,  Creal  and  his 
member  clubs  have  stepped  up  their 
marketing  efforts,  and  last  year  AAA's 
market  share  was  up  to  69%. 

On  the  eve  of  the  post  automobile 
age,  can  Triple-A  continue  to  add 
members?  The  potential  certainly  ex 
ists.  "There  are  millions  of  people  out 
there  [about  100  million,  in  fact  |  who 
don't  belong  to  any  automobile 
club,"  says  Creal,  "ami  we're  going 
after  them."  TravTek  may  prove  .\\\ 
effective  lure.  Hi 
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A  promise  not  to  tell  who  really  picked  out  the  prom  corsagfe. 


A  promise  to  keep  the  dreaded  Aunt  Edna  irom  checking  in  when  I'm  away  on  business. 


A  promise  to  make  things  easier  ror  you  than  they  were  for  me. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 
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We  help  you  keep  your  promises. 
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Jessica  Tandy  and  Hume  Cronyn.  Cardmembers  since  1978. 


Membership 
Has  Its  Privileges"' 


Don't  leave  home  without  it. 

Call  1-800-THE  CARD  to  apply. 


CLOSE  CALLS 
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Justin  Industries'  John  Justin  makes  cowboy  boots 
from  hides  of  alligators,  pythons  and  other  tough  critters. 
He  also  knows  how  to  mount  a  mean  takeover  defense. 

How  to  skin 
dealsters 


By  Katherine  Weisman 

John  Justin  Jr.  is  clearly  at  home 
walking  the  immaculate,  if  noisy, 
aisles  of  his  Fort  Worth  cowboy  boot 
factory.  Tall  and  gracious,  the  74- 
year-old  chairman  and  president  of 
Justin  Industries  (1990  revenues, 
$315  million)  energetically  shows  off 
the  racks  of  gnarly  brown  alligator 
hides  and  shiny  black  eel  skins  that 
will  soon  be  cut  and  stitched  into 
cowboy  boots  retailing  for  as  much  as 
$1 ,200  a  pair.  He  especially  savors  the 
shock  in  a  guest's  eyes  when  he  whips 
out  a  2-foot-wide,  20-foot-long  black 
python  skin  and  unfurls  it  across  the 
factory's  concrete  floor.  Decked  out 
in  a  smartly  cut  charcoal  gray,  west- 
ern-style suit,  Justin  himself  sports 
black  ostrich-skin  boots. 

Justin  has  ample  reason  to  be 
proud.  His  company  is  quite  likely  the 
world's  largest  maker  of  medium-  and 
high-priced  cowboy  boots.  He'll 
probably  sell  $250  million  worth  of 
Justin,  Tony  Lama,  Roper  and  No- 
cona  boots  this  year.  Other  Justin 
businesses,  notably  its  Acme  Brick 
subsidiary,  may  well  bring  in  another 
$130  million  in  sales. 

Alligators,  eels  and  pythons  aren't 
the  only  creatures  whose  hides  Justin 
can  display.  Last  year  he  skinned  a 
couple  of  upstart  corporate  raiders 
named  Barry  Rosenstein  and  Perry 
Sutherland.  "We  didn't  understand 
these  people,"  says  Justin,  whose 
grandfather  founded  the  boot  com 
pany  in  1879.  "They're  not  the  type 
of  people  we  deal  with  day  to  day." 

When  Rosenstein  and  Sutherland 
disclosed  they'd  bought  6%  of  Justin 
Industries'  8.6  million  o-t-c-traded 
shares  in  late  1989,  Justin  invited 
them  down  to  Fort  Worth  to  see  the 


operation.  "I  took  him  [Sutherland] 
to  lunch,"  he  says,  "and  showed  him 
around,  as  I  would  any  shareholder." 
Justin  felt  he  had  no  reason  to  fear  a 
nasty  fight  for  corporate  control,  de- 
spite a  13D  filing  that  clearly  stated 
his  new  stockholders  would  consider 
making  a  bid  for  the  company.  After 
all,  John  Justin  personally  owned  20% 
of  the  company's  shares,  manage- 
ment owned  about  4%,  and  another 
15%  was  owned  by  employees 
through  an  ownership  trust  and  a 
retirement  plan. 

But  Rosenstein  and  Sutherland, 
both  now  32,  weren't  just  any  inves- 
tors. Rosenstein,  a  Wharton  M.B.A., 
had  spent  three  years  working  at  the 
side  of  raider  Asher  Edelman,  who 
made  a  splash  as  a  dealster  in  the  early 
1980s  but  has  since  faded  into  obscu- 
rity. Sutherland's  family,  which 
owned  Kansas  City- based  Sutherland 
Lumber — a  chain  of  retail  building 
material  stores — had  invested  in  sev- 
eral Edelman  deals.  With  Edelman, 
Rosenstein  and  Sutherland  made  a 
run  in  1988  at  building  supplies  retail- 
er Payless  Cashways  Inc.  They  didn't 
win  but  made  about  $17  million  over 
six  months  when  Payless  manage- 
ment took  the  company  private. 

A  few  abortive  deals  later,  Rosen 
stein  and  the  Sutherland  family,  now 
on  their  own,  turned,  their  attention 
to  Justin  Industries.  At  around  $10  a 
share — a  20%  discount  from  book 
value — the  stock  looked  cheap.  Jus 
tin's  president  had  recently  resigned. 
With  no  heirs  in  line  to  take  over  the 
business,  John  Justin,  they  figured, 
would  not  put  up  a  fight. 

They  underestimated  their  quarry. 

By  spring  of  last  year  the  young 


raiders  had  lipped  their  stake  to  12%, 
at  an  average  cost  of  $14.  In  Septem- 
ber, armed  with  a  $65  million  com- 
mitment for  a  credit  line  from  Vienna 
based  Creditanstalt  and  a  "highly 
confident"  letter  promising  $47  mil 
lion  in  junk  bond  financing  from 
PaineWebber,  Rosenstein  .\nd  Suth- 
erland offered  $18  a  share  for  6.2 
million  shares. 

What  were  their  intentions?  Rosen 
stein  and  Sutherland  insist  that,  alter  a 
bit  of  minor  pruning,  they  planned  to 
run  the  company,  mk\  would  even 
have  kept  Justin  on  as  chairman. 

Counters  Justin:  "Thev  said  the\ 
were  going  to  break  the  company  up. 
They  were  going  to  sell  land,  break 
this  up  and  that  up."  With  some 
passion  he  adds:  "I  didn't  leel  tlu\ 
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Justin  Industries 
Chairman  John 
Justin  Jr. 
The  74-year-old 
Texan  wasn't 
about  to  be 
pushed  around 
by  a  pair  of 
calculator-wield- 
ing yuppies. 


Would-be  raider 
Barry  Rosenstein 
Still  fuming  over 
the  loss. 


had  any  feeling  for  what  the  company 
consisted  of,  and  what  it  meant." 

In  other  words,  Justin,  who  had 
served  as  Fort  Worth's  mayor  in  the 
early  Sixties,  was  not  about  to  watch  a 
couple  of  fast- talking  young  critters 
with  calculators  trample  on  his  patri- 
mony. Given  the  history  of  the  man 
and  his  company,  an  intangible  that 
doesn't  show  on  balance  sheets,  it's 
no  surprise  Justin  didn't  roll  over  in 
the  face  of  this  foray. 

In  1879  Justin's  grandfather,  H.J. 
Justin,  then  20,  was  working  at  a 
barber  shop  in  Spanish  Fort,  Tex. 
When  cowboys  came  off  the  trail,  they 
headed  to  the  barber  to  get  cleaned 
up.  H.J.  did  odd  jobs  and  some  boot 
repairs.  The  wranglers  liked  his  work 
and  asked  if  he  would  make  them 


boots  from  scratch.  So  H.J.  borrowed 
$35  from  his  boss  and  set  up  shop. 

The  company  grew  slowly  under 
H.J.  Justin  and,  later,  under  his  three 
sons,  John  Justin  Sr.,  Earl  and  Samu- 
el. In  1950  H.J.  Justin  &  Sons  had 
revenues  of  just  under  $1  million. 
That  year  John  Jr.,  then  33,  who  had 
previously  struck  out  on  his  own  with 
a  belt  business,  came  back  to  run  the 
company.  By  the  mid-Fifties  he  had 
bought  out  the  family  interests. 

Looking  to  diversify,  in  1969  he 
merged  Justin  with  publicly  held  First 
Worth  Corp.,  a  holding  company 
whose  major  asset  was  Acme  Brick. 
The  combined  company  was  renamed 
Justin  Industries  in  1972. 

The  building  material  division, 
composed  mainly  of  Acme  Brick,  has 
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been  disappointing  in  recent  years. 
Since  1985,  just  before  the  bottom 
dropped  out  of  the  Texas  housing 
market,  Acme's  sales  have  declined 
1 3%,  to  $  1 1 4  million.  Operating  mar- 
gins have  fallen  to  3%,  from  13%. 
While  the  boot  business  has  been 
growing  steadily,  the  brick  operations 
have  compressed  Justin's  earnings  to 
just  83  cents  a  share  last  year,  down 
from  $1.71  in  1985.  When  Rosen- 
stein  and  Sutherland  began  accumu- 
lating shares  in  June  1989,  the  stock 
was  20%  off  its  1986  split-adjusted 
high  of  13%.  In  fact,  Justin's  shares 
had  been  basically  flat  for  a  decade. 

How,  then,  did  John  Justin  fend  off 
an  $18-a-share  tender?  By  expanding 
the  company  some  more.  In  a  conve- 
nienriy  timed  acquisition,  he  paid  $18 
million  cash  and  assumed  $35  million 
in  debt  for  $79  million  (1989  reve- 
nues) Tony  Lama,  the  prestigious  but 
moneylosing  bootmaker. 

Rosenstein  says  that  before  the 
Tony  Lama  deal,  he  and  his  partner 
were  willing  to  pay  up  to  $20  a  share 
for  Justin — and  were  working  on  fi- 
nancing the  purchase  of  100%  of  the 
company's  shares.  But  the  Lama  deal 
threw  a  monkey  wrench  into  their 
financing  plans:  Their  bankers,  wor- 
ried about  the  increased  debt  load, 
would  now  lend  them  money  for  only 
71%  of  the  shares.  Raising  the  bal- 
ance, around  $50  million,  was  a  prob- 
lem for  the  young  men. 

Then  Justin  got  on  the  phone. 
With  his  soft  Texas  drawl,  he  prom- 
ised scores  of  local  shareholders  that 
the  company's  profits  would  rebound 
with  the  Texas  economy,  and  begged 
them  not  to  tender.  When  the  returns 
were  counted,  the  tender  offer  gar- 
nered just  22%  of  the  company's  total 
shares  outstanding.  Rosenstein  and 
Sutherland  subsequently  sold  their  1 
million  shares  to  a  group  of  private 
investors.  They  say  they  broke  even 
on  the  deal. 

Justin  Industries'  shares  recently 
traded  at  \2lAy  about  what  they're 
worth  now  that  earnings  are  expected 
to  creep  back  to  $1  this  year.  Rosen- 
stein and  Sutherland  still  believe  that 
the  company's  assets,  minus  John  Jus- 
tin, are  worth  a  lot  more.  But  Justin 
isn't  in  an  apologizing  mood.  He 
continues  to  urge  shareholders  to  be 
patient.  "After  all,"  he  says  brighdy, 
"that's  what  I'm  being."  Hi 


Bombay  Co.  has  nothing  to  do  with  India.  It  has  a  lot  to 
do  with  smart  retailing  and  tight  financial  controls. 

Queen  Anne 
at  the  mall 


By  Subrata  N.  Chakravarty 

Conventional  retailing  wisdom  says 
you  can't  make  money  selling  furni- 
ture in  shopping  malls.  Why?  Turn- 
over isn't  enough  to  cover  the  high 
real  estate  costs. 

Tell  that  to  $140  million  (likely 
fiscal  1991  sales)  Bombay  Co.,  Inc. 
This  Fort  Worth -based  outfit  turns 
out  furniture  adapted  from  styles 
prevalent  in  18th-  and  19th-century 


England  but  which  you  assemble 
yourself  with  a  screwdriver.  Nearly  all 
of  Bombay's  315  stores  are  in  malls. 
Sales  are  an  enviable  $300  per  square 
foot,  or  about  15%  higher  than  at 
stores  in  the  same  malls — and  four 
times  the  furniture  store  average.  So 
much  for  conventional  wisdom. 

Bombay  has  succeeded  by  keeping 
its  product  lines  focused  and  its  mar- 


Bombay  Co.'s  Carson  Thompson,  Robert  Nourse  and  Aagje  Nourse 

Their  product  line  is  focused  and  their  marketing  strategy  is  simple. 
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Take  your  kids  to  the  game. 


l\  Range  Rpver,  unlike  ordinary  luxury 
cars,  can  take  your  family  beyond  the 
thrill  of  a  highway. 

Past  the  excitement  of  an  afternoon  at 
a  relative's  house. 

And  straight  up  into  the  mountains  of 
a  New  England  autumn.  Down  Alaskan 
trails  draped  in  snow.  Even  across  a 
desert. 

With  permanent  4-wheel  drive,  and  a 


3.9  liter  V-8  engine,  it  should  come  as  no 
surprise  that  a  Range  Rover  spends  very 
little  time  just  sitting  in  the  driveway. 


M&M 


GRANGE  ROVER 


And  while  you  comfortably  and 
securely  take  in  all  the  splendor  outside, 
with  a  Range  Rover's  extravagant  appoint- 
ments and  amenities,  there'll  be  no  short- 
age of  splendor  inside. 

Why  not  call  1-800-FINE  4WD  for  a 
dealer  near  you? 

Admittedly,  at  around  843,000,  the 
price  of  admission  isn't  inexpensive. 

But  the  seats  are  great. 


UP  &  COMERS 


Bombay  Co.  store 
in  the  Stonestown 
Galleria  in  San 
Francisco 
Creating  an 
image  of  a  cozily 
cluttered 
Victorian  parlor. 


keting  strategy  simple.  Because  the 
furniture  is  produced  in  places  like 
South  Korea  and  Taiwan  and  is  sold  in 
knocked-down  form,  it  is  inexpensive 
and  can  be  carried  away  by  the  pur- 
chaser. Still,  the  Queen  Anne-style 
tables  and  mock  Chippendale  desks 
are  tasteful  and  of  good  quality. 

In  a  way  Bombay  sells  nostalgia. 
Founded  as  a  mail-order  business  in 
1975  by  two  New  Orleans  entrepre- 
neurs, it  has  nothing  to  do  with  India. 
The  founders  chose  the  name  to 
evoke  the  British  Raj,  the  apex  of  the 
British  Empire.  Good  concept,  but 
poor  execution.  The  founders  never 
made  any  money,  and  wound  up  sell- 
ing their  $5  million  (sales)  business  to 
Tandy  Brands  for  $26,000  plus  debt. 

Tandy  Brands,  Bombay's  predeces- 
sor, was  a  miniconglomerate,  a  1975 
spinoff  from  computer  manufacturer 
and  retailer  Tandy  Corp.  Bombay  is 
run  by  Carson  Thompson,  52,  who 
spent  2 1  years  working  under  founder 
Charles  Tandy.  Thompson  had  been 
looking  for  a  specialty  retailer. 

In  1984,  with  51  Bombay  stores 
already  functioning,  Thompson 
brought  to  Fort  Worth  Robert 
Nourse,  a  soft-spoken,  6-foot- 5  for- 
mer Harvard  Business  School  market- 
ing professor,  and  his  Dutch -born 
wife,  Aagje  (pronounced  AH-kia),  a 


former  advertising  and  cosmetics  ex- 
ecutive. They  had  bought  the  Canadi- 
an marketing  rights  for  Bombay  in 
1979,  sold  out  to  Tandy  Brands  in 
1981,  and  stayed  on  to  expand  the 
Bombay  stores  chain  in  Canada. 

Thompson  turned  over  day-to-day 
operations  of  the  Bombay  stores  to 
the  Nourses  and  concentrated  on  un- 
loading most  of  Tandy  Brands'  vari- 
ous other  businesses.  Since  1984 
Thompson  and  Nourse  have  opened 
264  stores.  Meanwhile,  Aagje  Nourse 
revamped  the  product  line.  Out  went 
the  original  masculine,  campaign 
style  furniture  that  was,  in  the  popular 
mind,  associated  with  British  imperi- 
alists in  solar  topees.  In  came  more 
feminine  Chippendale,  Hepplewhite 
and  Queen  Anne  styles — evoking  an 
image  of  languorous  elegance  of  by- 
gone centuries.  She  strengthened  the 
store's  other  lines,  like  mirrors,  prints 
and  lamps.  Aagje  Nourse  also  had  a 
steady  stream  of  new  products  com 
ing  in  to  keep  the  merchandise  fresh 
and  to  bring  in  impulse  buyers.  Fach 
year  25%  of  the  furniture,  50%  of  wall 
decor  items  and  75%  of  accessories 
turn  over. 

By  the  end  of  fiscal  1990  (June  30), 
Bombay  Co.  stores  had  sales  of  $1 12 
million  and  operating  profits  of  $  1 2 .3 
million,  up  from  under  $12  million 


and  a  loss  of  $3  million  in  fiscal  1984. 
Last  November  Tandy  Brands 
changed  its  name  to  the  Bombay  Co. 
and  spun  off  what  remained  of  the 
original  business  to  shareholders. 

Not  even  cheap  Chippendale  is  re- 
cession-proof Bombay's  1991  reve- 
nues are  expected  to  be  up  25%, 
thanks  to  the  opening  of  43  new 
stores,  but  earnings  will  be  flat,  at 
about  $6  million.  But  Nourse  is 
proud  of  how  well  the  company — 
which  he  will  take  over  as  chief  execu- 
tive on  July  1 — is  riding  out  the  reces- 
sion. Tight  financial  controls  have  left 
the  company  in  a  strong  position  to 
grow  as  the  economy  recovers.  "We 
came  out  of  Christmas  with  the  same 
dollar  volume  of  inventory  as  1989, 
when  we  had  60  fewer  stores,"  he 
says.  "That  was  not  accidental." 

Having  mastered  one  market 
niche,  Bombay  is  now  searching  tor 
another.  Right  now  it  is  testing  three- 
new  Alex  &  Ivy  stores  in  California 
that  feature  a  lighter  mu\  more  casual 
style  of  furniture.  Also  mall-based,  the 
stores  cater  to  the  same  demographic 
group  as  the  Bombay  stores  do,  but  to 
people  with  different  tastes.  But 
Bombay's  proven  merchandising 
strategy  moderate  prices,  easy  self 
assembly  and  tight  focus  on  style 
will  be  the  same.  H 
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Whether  you're  challenged  by  a  small  white 
ball  lying  in  three  inches  of  water,  or  the  need  to 
enhance  the  communication  capabilities  of  your 
business,  unique  problems  demand  innovative 
solutions.  For  many  businesses,  these  challenges 
have  been  turned  into  opportunities  with  the  hsip  of 
Ameritech. 

Ameritech  provides  advanced  communications 
and  information  products  and  services  to  more  than 
12  million  customers  in  the  Great  Lakes  Region. 
Utilizing  the  latest  in  voice,  image  and  data 
communications  technologies,  our  businesses  are 
also  positioned  to  provide  communication  solutions 
with  voice  messaging,  audiotex  services,  paging  and 
mobile  communications,  lease  financing,  and  phone 
directory  products. 

Together,  Ameritech's  communications 
businesses  provide  the  information  you  need . . . 
when  and  where  you  need  it  the  most. 

To  see  how  the  tough  shots  are  made,  watch 
the  pros  in  golf  at  the  Ameritech  Senior  Open.  Live 
tournament  coverage  from  Stonebridge  Country  Club 
in  Aurora,  Illinois,  July  20  and  21  on  CBS. 

To  learn  how  innovative  communications 
solutions  can  meet  the  demands  of  your  business, 
talk  to  the  pros.  Ameritech. 

Ameritech.  Solutions  that  work. 


Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell  •  Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International  •  Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 


©1991  Ameritech 


Smallish,  independent  Maybelline  has  stolen  a  big 
march  on  its  rivals  in  the  crowded,  fiercely 
competitive  cosmetics  business. 


"Where  can  I  buy  some: 


s» 


By  Gretchen  Morgenson 

Susan  L.  Taylor,  editor  in  chief  of 
Essence  magazine,  flew  to  Mexico  for 
the  Cancun  Jazz  Festival  last  month. 
She  made  sure  to  take  along  some 
makeup  from  the  Shades  of  You  col- 
lection, a  new  line  of  foundations, 
blushes  and  lipsticks  created  for  dark- 
skinned  women.  Taylor  wanted  to  see 
how  it  would  work  on  her  skin  after 
tanning  in  the  Mexico  sun.  She  was 
thrilled  with  the  results.  "The  foun- 
dation colors  are  true,  the  blushes  are 
intense  and  beautiful  and  they  don't 
white  out  on  you,"  says  Taylor  with 
genuine  enthusiasm. 

Shades  of  You  cosmetics  break  new 
ground.  There  are  a  few  expensive 
brands  formulated  especially  for 
women  with  dark  skin:  Fashion  Fair, 
owned  by  Johnson  Publishing,  and 


independent  Flori  Roberts  are  two. 
But  these  sell  almost  exclusively  in 
department  stores.  Then  there  are  a 
couple  of  minuscule  downmarket 
brands.  But  in  between,  most  cosmet- 
ics have  been  formulated  for  women 
with  fair  skin.  Such  products  often 
appear  chalky  and  unattractive  on 
darker  skin. 

No  surprise,  then,  that  Shades  of 
You  is  flying  off  drugstore  and  super- 
market shelves.  Introduced  in  March, 
the  brand  will  probably  do  $15  mil- 
lion in  sales  before  the  year  is  out,  on  a 
tiny  advertising  budget  of  $2.5  mil- 
lion. Numbers  like  those  will  make  it 
one  of  the  most  successful  new  con- 
sumer brand  launches  in  recent  histo- 
ry. As  a  comparison,  Noxell's  Clarion 
skin  care  line,  introduced  in  1989,  did 


$10  million  in  sales  in  its  first  year  of 
operations,  considered  quite  an 
achievement. 

Who's  behind  Shades  of  You?  A 
veritable  pipsqueak  among  mass  mar- 
keting giants:  Maybelline  Co.  This 
company  was  purchased  last  year  by 
Wasserstein  Perella  Management 
Partners — the  merchant  banking  arm 
of  the  Wall  Street  firm — from  Scher- 
ing-Plough Corp. 

Maybelline,  with  just  $300  million 
in  sales,  has  achieved  the  difficult  task 
of  competing  successfully  with  multi- 
billion-dollar  cosmetics  players  like 
Procter  &  Gamble,  Unilever  and  Rev- 
Ion.  Maybelline  sells  products  at  the 
lower  end  of  the  market,  not  $20 
lipsticks  but  $3.75  ones.  It  is  the 
second- biggest  player  in  this  catego- 


Maybelline  President 
Robert  N.  Hiatt 
Shades  of  You  may  be 
brand  new,  but  already  cus- 
tomers are  clamoring  for 
the  chance  to  find  their 
"true"  colors. 
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Imagine  Owning  A  Plain  Paper 
Color  Copier  For  Only  $738  Per  Day 


FREE 

Award  Winning 

Video 


RICOHNQ00 
Full  Color  Copier 


Ricoh  Has  Made  It  A  Reality 

Imagine  being  able  to  make  plain  paper  color  copies  for 
less  than  10  cents**  per  copy  without  leaving  your  office. 

Think  of  all  the  travel  time,  labor  costs 
and  outside  vendor  costs  you  could  save. 

Imagine  how  much  more  effective 
your  company  reports  and  presentations 
would  be  with  such  economical 
color  charts  and  graphs. 

You'd  have  the  convenience  of  an  in-house 
color  copier  equipped  with  an  automatic  reverse 
document  feeder.  With  sorting  and  editing 
functions.  And  with  the  capability  to  make  24 
black  and  white  copies  per  minute. 

ow  imagine  putting  this  inexpensive  NC100 
color  copier  in  your  office  for  only  $7.38  per  day. 

Call  1-800-63-RICOH,  ext.  1265  and  make  it  a  reality. 

And  if  you  call  now  we'll  send  you  a  free  award  winning 
video  that  highlights  a  multitude  of  ingenious  uses  for  the 
NC100  color  copier  in  your  business. 


K0@® 


*  Cost  per  day  estimate  based  on  suggested  retail  price  for  mainframe  over  a  5  year  period. 

**  Cost  per  copy  estimate  based  on  toner,  developer  and  drum  for  a  color  copy  using  30%  linage  area . 
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Where  Imagination  Becomes  Reality 

1-800-63-RICOH 

ext.  1265 


Maybelline 


ry,  w  ith  about  18%,  as  compared  with 
Procter  &  Gamble's  Cover  Girl,  with 
23%.  Gaining  market  share  in  this 
business  is  just  about  impossible. 
Growth  has  slowed  in  the  $4  billion 
mass  market  cosmetics  industry;  total 
units  shipped  grew  just  3%  in  1990. 
But  in  making  specialized  products 
for  darker-skinned  women,  Maybel- 
line saw  a  relatively  unexploited 
niche.  "In  the  cosmetics  business, 
even-body's  been  trying  to  fight  it  out 
on  the  same  ground,"  says  Robert 
Hiatt,  55,  Maybelline's  chief  execu- 
tive officer.  "What  we  found  is  that 
niches  can  be  exploited." 

That  Maybelline  has  filled  such  a 
niche  is  now  quite  clear.  As  Essence's 
Taylor  says:  "Black  women  need  to 
have  the  opportunity'  to  buy  fine  cos- 
metics outside  of  department  stores. 
Shades  of  You  fills  a  tremendous 
need." 

How  tremendous?  Last  year  blacks 
spent  S600  million  on  makeup.  Black 
consumers  spend  three  times  on  aver- 
age what  white  consumers  do  for 
cosmetics.  On  top  of  that,  the  popula- 
tion of  blacks  and  of  the  frequently 
dark-skinned  Hispanic  Americans  is 
growing  much  faster  than  the  popula- 


tion as  a  whole.  The  number  of  blacks 
with  annual  household  incomes 
above  535,000  rose  56%  in  the  past 
decade.  The  numbers  of  black  women 
in  the  work  force  increased  35%  dur- 
ing the  same  period. 

Why  did  rivals  leave  the  market  to 
Maybelline?  Says  Maybelline's  Hiatt: 
"A  line  of  ethnic  cosmetics  has  sort  of 
been  on  even-body's  project  list  forev- 
er." What  was  even-body  waiting  for? 
One  barrier  may  have  been  the  re- 
search and  development  commit- 
ment required  to  formulate  a  line  of 
powders  and  liquid  makeups  that 
wouldn't  have  the  dreaded  chalky  ef- 
fect on  darker  skin.  And  the  range  of 
shades  had  to  be  much  wider  than  is 
necessary  for  white  women:  Blacks 
have  roughly  35  different  skin  colors, 
compared  with  about  18  for  whites. 
Maybelline  spent  about  a  year  and  a 
half  developing  the  proper  formulas 
for  its  12  shades  of  liquid  makeup  and 
8  blushes. 

Another  reason  mass  marketers 
may  have  avoided  this  specialized 
market:  Giant  corporations  generally 
aren't  comfortable  launching  a  prod- 
uct that  will  have  only  partial  distribu- 
tion. Thev  want  the  efficiencies  that 


come  with  blanketing  the  entire  na- 
tion in  product,  not  just  selling  it  in 
certain  spots.  But  Maybelline  has  got- 
ten around  this  problem  by  shipping 
some  Shades  of  You  to  each  store 
directly  via  UPS  instead  of  having  ex- 
pensive regional  distribution  centers 
sit  on  their  merchandise  that  will  be 
distributed  only  in  parts  of  that  geo- 
graphical area. 

There  has  been  another,  more  sub- 
tle barrier  to  entry  into  the  business. 
In  recent  years  some  mainstream 
companies  have  been  subject  to  accu- 
sations of  racism  by  black  activists  and 
boycotts  against  manufacturers  al- 
leged to  be  "exploiting"  so-called 
minority  consumers.  Such  boycotts — 
often  a  form  of  blackmail — have  been 
launched  with  mixed  success  against 
cigarette  manufacturers  and  sneaker 
maker  Nike.  No  consumer  goods 
marketer  wants  to  run  into  that  sort  of 
hea\y  weather. 

Maybelline  may  be  able  to  avoid 
such  trouble.  The  company's  mascara 
is  the  number-one  seller  among  black 
women,  so  its  products  are  already 
trusted  by  its  target  consumer.  More 
important,  Shades  of  You  fills  a  genu- 
ine   need,    providing   women    with 


high-quality  makeup  at  prices  ranging 
from  $3.35  to  $5.50. 

Robert  McKeon,  36,  is  chairman  of 
Wasserstein  Perella  Management 
Partners.  He  argues  that  his  firm  is 
rendering  a  real  service  to  its  target 
market.  He  says:  "Maybelline's  re- 
search showed  that  black  consumers 
know  they're  paying  premiums  for 
department  store  cosmetics,  and 
they're  disturbed  that  there's  not 
more  selection  at  mass  market.  We 
want  to  address  that." 

He  must  be  right,  because  now 
competitors  are  joining  in.  Revlon's 
Almay  brand  is  expected  to  come  out 
with  a  line  for  darker- skinned  women 
later  this  year,  and  there's  also  talk 
that  Procter  &  Gamble's  Noxell  will 
be  bringing  out  its  own  version  some- 
time in  1992. 

Maybelline  is  determined  to  stay 
ahead.  It  has  set  up  a  special  toll-free 
telephone  line  for  consumers  that 
identifies  nearby  stores— by  zip 
code — where  Shades  of  You  can  be 
purchased.  In  its  first  month  on-line, 
even  before  a  single  dollar  of  advertis- 
ing was  spent,  the  800  number 
logged  6,500  calls;  the  company  had 
to  add  additional  lines  to  handle  the 


Wasserstein  Perella's 

Robert  McKeon 

Demonstrating  how  to  take  a  brand 

from  zero  to  $15  million  in  12  short 

months  and  a  punk  economy. 


consumer  calls. 

Maybelline  did  a  great  job  getting 
the  product  into  consumers'  hands. 
Because  there  are  so  many  nuances  to 
black  skin  color,  sampling  was  a  key 
factor.  But  having  open  jars  of  the 


foundations  at  drugstore  counters 
was  messy  and  unappealing.  So  May- 
belline put  small  daubs  of  three  simi- 
lar foundation  shades  on  a  sample 
card  that  consumers  can  buy  for  un- 
der a  dollar  and  try  at  home.  On  the 
back  of  the  sample  card  is  a  one-dollar 
coupon  for  the  makeup. 

Furthermore,  Maybelline  told  re- 
tailers it  would  buy  back  anything  that 
a  store  couldn't  sell.  Judith  Wray, 
senior  cosmetics  and  fragrance  buyer 
at  the  1,150-store  Revco  chain,  says: 
"They  made  it  easy  for  us  to  return 
stuff  out  of  our  nonethnic  stores,  so 
we're  not  stuck  with  a  product  that's 
not  selling."  She  adds:  "My  sales  of 
ethnic  cosmetics  this  year  are  already 
over  last  year  by  20%  and  that's  mostiy 
Shades  of  You." 

The  company  has  already  started 
distributing  Shades  of  You  in  Puerto 
Rico,  the  Bahamas  and  parts  of  Latin 
America.  On  a  recent  sales  call  to  the 
Caribbean  island  of  Aruba,  Maybel- 
line salesman  John  Morris  opened  his 
bags  as  directed  by  a  black  woman 
customs  official.  Out  spilled  his 
Shades  of  You  samples.  "Where  can  I 
buy  some?"  she  asked.  Music  to  any 
salesman's  cars.  WM 


We  just 

put  our  future 
on  the  line. 


The  future  is  something  that  just  happens. 
Or,  it's  something  that  you  make.  It  depends 
on  your  attitude. 

At  Ford,  we  just  put  our  future  on  the  line. 
With  a  new  tractor  that  performs  like  no  Ford 
has  ever  performed  before-the  AeroMax  120 
long  conventional.  The  most  fuel-efficient  big 
Ford  ever. 

And  a  new  way  of  doing  business  that  helps 
our  customers  stay  in  business. 

In  cab  comfort,  in  roadability,  in  ease  of  main- 
tenance, there's  never  been  anything  from  Ford 
like  AeroMax  120. 


And,  there's  never  been  anything  from  Ford 
like  our  new  LineHauler  Club-with  24-hour 
Emergency  Hotline  supported  by  over  26,000 
suppliers  of  towing  and  repair  services,  fuel  and 
tires.  Or  our  Expanded  Parts  & 
Service  network.  Ford  Extended 
Service  Coverage  and  more. 
AeroMax  120.  Because  the 
future  is  up  to  you. 


TRUCKS 


Not  just  a  new  Ford. . . 
a  new  Ford  attitude. 
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Jamie  Conlon's  first  step 

proves  NEC's  laser  technology 

can  help  solve  infertility. 

_         ^*t  * 

Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser™  sur^ 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser.  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today. 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country.  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 
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Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 


Rather  than  resisting  wage  demands,  states  are 
scraping  the  barrel  for  new  sources  of  revenue. 
Is  there  anything  they  haven't  taxed  yet? 

Unpopularity  tax 


By  William  Tucker 

In  November  1990  Wisconsin  began 
trying  to  collect  sales  tax  on  drinks 
served  on  airplanes  that  were  flying 
over  the  state.  The  gambit  failed  only 
when  the  Wisconsin  Court  of  Appeals 
overturned  the  practice. 

On  May  9,  1991  the  New  York 
State  Court  of  Appeals  turned  back  an 
attempt  by  the  New  York  State  Attor- 
ney General's  Office  to  take  posses- 
sion of  several  million  dollars  in  un- 
claimed Internal  Revenue  Service  re- 
fund checks  issued  to  New  York 
taxpayers  from  as  far  back  as  1943. 
The  state  had  tried  to  seize  the  money 
under  New  York's  Abandoned  Prop- 
erty Law.  The  court  said  the  money 
belonged  to  the  U.S.  Treasury. 

Unable  to  curb  their  spending  hab- 
its and  loath  to  enrage  taxpayers  with 
further  levies,  state 
and  local  politicians 
are  desperately 

grabbing  for  reve- 
nue. "The  states  are 


becoming  ever  more  ingenious  about 
finding  new  sources  of  revenues," 
warns  Lloyd  Looram,  partner  and 
regional  director  of  state  and  local  tax 
practice  at  Arthur  Andersen. 
"They're  being  more  aggressive  on 
audits,  more  overbearing  on  penal- 
ties, and  are  moving  ahead  with  every 
little  nuisance  tax  you  can  imagine." 
Here's  a  rundown  on  some  of  the 
desperate  measures  the  politicians  are 
taking  in  order  to  feed  their  incurable 
spending  habits: 


New  sources  of  revenue.  Many 
states  would  like  to  start  taxing  the 
sale  of  services  as  well  as  of  tangible 
goods.  "In  1950  only  33%  of  the 
economy  consisted  of  services,"  says 
Laird  Graeser,  director  of  research  in 
the  New  Mexico  Department  of  Tax- 
ation &  Revenue.  "Today  the  service 
economv  is  more  than  50%." 

Yet  the  issue  is  a  political  minefield. 
In  1987  Florida  tried  to  tax  services  by 


allowing  the  exemp- 
tions to  its  sales  tax- 
es to  lapse.  The  political 
explosion      that     resulted 
forced  the  legislature  to  re- 
instate the  service  exemptions  within 
six  months  (and  helped  unseat  Gover- 
nor Bob  Martinez).   "Lawyers  and 
accountants    were     hit    particularly 
hard,"  says  William  Townscnd,  for 
mer  general  counsel  of  the  state  de- 
partment of  revenue.  "They  have  a  lot 
of  influence  in  the  legislature. " 

After  a  similar  experience  in  Massa 
chusetts  (where  the  tax  was  repealed 
two  days  after  enactment),  states  have 
become  wary  of  blanket  taxes  on  ser- 
vices. "They're  going  to  go  after 
groups  one  by  one  instead,"  says  Fred 
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Ferguson,  director  of  state  tax  policy 
at  Price  Waterhouse.  "They'll  start 
with  landscape  gardeners,  architects, 
people  who  don't  have  much  political 
pull.  Then  they'll  gradually  expand  it 
to  everyone  else." 

One  flash  point  is  advertising.  A 
sales  tax  here  would  allow  states  to  bill 
national  corporations  for  ads  run  on 
local  radio  and  TV.  But  advertisers  and 
publishers  were  on  the  front  lines  in 
the  Florida  fight.  Says  Raymond  Car- 
penter of  Price  Waterhouse:  "Florida 
made  people  remember  the  old  axi- 
om— you  can't  fight  people  who  buy 
ink  by  the  barrel." 

"Use  taxes."  For  decades,  state 
and  local  taxmen  have  tried  to  collect 
so-called  use  taxes  in  lieu  of  sales  taxes 
on  goods  purchased  from  out-of- 
state  catalog  houses.  The  theory  is 
that  local  governments  provide  ser- 
vices to  out-of-state  sellers,  and 
should  be  compensated  for  them. 

But  how  to  collect?  In  1967  the 
U.S.  Supreme  Court  ruled  in  Nation- 
al Bellas  Hess,  Inc.  v.  Illinois  that  the 
states  could  not  require  merchants 
who  mailed  catalogs  from  out  of  state 
to  collect  use  taxes.  Ever  since  the 
states  have  been  asking  Congress  to 
remedy  the  situation,  but  Senator 
Robert  Kasten  (R-Wis.)  (the  Lands' 
End  mail-order  clothing  house  is  a 
constituent)  and  others  regularly  beat 
back  these  attempts. 

At  present  North  Dakota,  Con- 
necticut and  Tennessee  are  bringing' 
court  cases,  perhaps  hoping  one  day 
to  persuade  the  Supreme  Court  to 
reconsider  National  Bellas  Hess.  In 
North  Dakota  v.  Quill,  the  North 
Dakota  Supreme  Court  ruled  on  May 
7  that  Quill  Corp.,  an  Illinois  mail 
order  firm,  must  collect  5%  state  plus 
1%  city  sales  taxes  on  its  $1  million  in 
sales  to  consumers  in  North  Dakota — 
more  than  $50,000.  The  court  said 
this  is  in  part  to  offset  the  state's  costs 
of  disposing  of  the  230,000  catalogs 
mailed  annually  by  Quill  to  state  resi- 
dents. On  the  other  hand,  Robert 
Goldstein,  a  partner  with  the  New 
York  accounting  firm  Druckman  & 
Hill,  estimates  that  with  landfill  costs 
as  low  as  $T0  to  $30  a  ton  it  could  cost 
North  Dakota  less  than  $1,000  to 
dispose  of  the  catalogs. 

A  Quill  spokeswoman  says  her 
company  intends  to  appeal.  "There  is 
at  least  a  couple  billion  dollars  at  stake 
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Macon  Presents  The  Fastest  Way 
To  Get  Your  Business  Rolling. 

By  road,  rail,  air  and  ocean,  Macon  is  ready  to  move  your  company  in  the 
right  direction.  It's  Georgia's  distribution  crossroads,  giving  you  fast-lane  access 
to  the  South 's  36-million  population.  And  you'll  be  close  to  Atlanta  International 

Airport,  which  puts  80%  of  U.S.  consumers  within  two 
hours  reach. 

Macon  has  its  own  airports,  too,  and  piggyback 
'rail  service  to  the  deepwater  seaports  of  Savannah  and 
Brunswick. 

Plus,  with  its  skilled  work  force  and  strong  industrial  base,  Macon  is  a  great  place 

to  make  it,  as  well  as  move  it.  #*■■  Jtn#*l  A 

To  find  out  all  the  bottom-line  reasons  to  locate  in  VJCQliCll/\ 

Georgia,  please  write  us.  Or  call  404-656-9306.  The  State  Of  Business  Today 

Macon.  Another  way  to  stnke  it  nch  in  Georgia.  ' 

Georgia  Department  ol  Industry.  Trade  &  Tourism.  Dept  FBS,  P.O.  Box  1 776.  Atlanta.  GA  3030 1 
Photo  Courtesy.  Georgia  Department  of  Arthivesand  History 


Just-in-Time  in  Half  the  Time 

Applied  Metelligence  from 
Fans  teel/Escas  t 
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Investment  Casting  requires  about  88  hours  of 
elapsed  time.  This  schedule  just  does  not 
measure  up  to  today's  " Just-in-time"  production 
demands.  Enter  Applied  Metelligence  from 

< 

Fansteel/Escast. 

First,  work  flow  is  redesigned  to  reduce 

materials  handling. 

Second,  steps  are  implemented  to  reclaim  wax 

used  in  the  investment  casting  process. 

Third,  dies  are  rapidly  exchanged  to  reduce 

operator  and  machine  idle  time. 

etelligence- 

Fourth,  a  new  chemical  binder  is  used  to  reduce 
the  casting  drying  time  from  24  to  4  hours. 
The  results?  Work-in-process  time  is  halved, 
accounts  receivables  are  reduced  by  four  days 
and  daily  shipments  are  leveled. 
Applied  Metelligence  at  Fansteel/Escast 
means  "Just-in-time"  manufacturing  in  half 
the  time.  It's  just  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Escast  produces  investment  castings  and 
machinery  for  the  investment  casting 
industry.  The  company  currently  serves 
diverse  markets  including  automotive, 
industrial  hardware,  military  goods  and 
general  OEM  parts. 


anstcd 

1  Tantalum  Place 

North  Chicago,  IL  60064 

708-689-4900 


State  taxes 

for  the  states,"  says  Arthur  Ander- 
sen's Looram.  "We'll  probably  see 
tremendous  pressure  on  the  Supreme 
Court  to  reconsider  National  Bellas 
Hess  within  the  next  year." 

Auditing  and  penalties.  Accoun- 
tants and  tax  lawyers  report  that  states 
are  becoming  far  more  aggressive  and 
uncompromising  in  pursuing  taxpay- 
ers for  the  extra  dollar. 

"When  a  corporation  is  sold,  the 
federal  government  gives  you  6 
months  to  declare  the  sale  as  either  a 
transfer  of  stock  or  a  sale  of  assets  for 
tax  purposes  and  to  pay  any  additional 
tax,"  said  Arthur  Rosen,  counsel  at 
Morrison  &  Foerster,  a  law  firm  based 
in  New  York.  "But  New  York  now 
only  gives  you  2V2  months,  not  6,  to 
pay  the  taxes  and  slaps  on  penalties 
that  can  exceed  $1  million  if  you 
follow  the  federal  standard." 

Odds  and  ends.  California  legisla- 
tors are  now  considering  a  proposal 
that  could  raise  property  taxes  for 
California  businesses,  especially  pub- 
licly owned  businesses.  This  clearly 
discriminatory  form  of  tax  increase 
appeals  to  politicians  because  they 
figure  big  public  companies  are  un- 
popular. Call  it  an  unpopularity  tax. 

When  California  voters  adopted 
Proposition  13  in  1978,  they  ruled 
that  property  tax  rates  could  not  ex- 
ceed 1%  of  assessments,  and  that  as- 
sessments could  not  be  raised  until  a 
property  changed  hands.  The  state 
legislature  later  decided  that  corpo- 
rate-owned property  would  not  be 
reassessed  until  the  property  itself  was 
sold — or  until  more  than  50%  of  a 
company's  stock  was  sold  in  one 
transaction. 

State  Senator  Quentin  Kopp,  an 
independent  representing  South  San 
Francisco,  has  proposed  that  the  rule 
be  changed  so  that  corporate  proper- 
ty can  be'  reassessed  when  more  than 
50%  of  die  stock  has  changed  hands  in 
normal  trading — although  not  more 
than  once  every  three  years.  This 
could  keep  business  properties  at 
much  higher  assessment  levels  than 
most  residential  properties,  and  cost 
California  businesses  between  $1  bil- 
lion and  $2  billion  each  year. 

Wouldn't  it  be  better  if  the  states 
put  some  of  this  ingenuity  and  effort 
into  looking  for  ways  to  cut  spending 
or  resist  demands  from  the  public 
service  unions?  Hi 
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ON  THE  DOCKET 


You  think  insider  trading  in  distressed  securities  is  new? 
Consider  the  First  Congress'  conflicts  of  interest. 

Trading  places 


By  James  Lyons 

With  bankruptcies  and  bond  de- 
faults at  epidemic  levels,  a  dilemma 
exists  for  institutional  holders  of  dis- 
tressed securities.  Should  they  hang 
on,  take  an  active  role  in  a  bankruptcy 
and  try  to  realize  value?  Under  cur- 
rent practice,  doing  so  means  they 
cannot  trade  in  securities  of  the  bank- 
rupt company.  If  the  institution  wants 
to  trade,  it  must  sit  passively  and  let 
others  hammer  out  its  fate. 

The  reason  for  the  trading  ban  is 


not  a  silly  one.  Let's  say  you're  the 
manager  of  an  investment  fund  that's 
bought  $10  million  of  a  bankrupt 
company's  bonds.  As  a  major  credi- 
tor, you  rightly  deserve  a  place  on  one 
of  the  creditors'  committees — -the 
panels  that  meet  with  the  company  to 
work  out  a  reorganization  plan. 

You'll  be  privy  to  all  sorts  of  inside 
information  as  a  committee  member. 
You'll  get  to  peek  at  the  company's 
books,  and  you'll  be  among  the  first 


to  see  what  the  company  intends  to 
do  to  get  out  of  bankruptcy. 

As  a  committee  member,  you  have 
a  fiduciary  duty  to  the  other  creditors 
you  represent.  You're  supposed  to  act 
in  their  best  interests,  not  use  the 
information  for  your  own  advantage. 

But  as  a  fund  manager  you  also  have 
a  fiduciary  duty  to  maximize  the  re- 
turn for  your  customers.  And  that 
duty  might  involve  buying  or  selling 
the  bankrupt  company's  securities. 

A  sensible  solution  to  this  dilemma 
has  been  hashed  out  in  the  Chapter  1 1 
of  Federated  Department  Stores  and 
Allied  Stores  Corp.  Thanks  to  some 
deft  lawyering  by  Fidelity  Manage- 
ment &  Research  Co.,  and  crucial 
backing  by  the  Securities  &  Exchange 
Commission,  large  securities  holders 
now  have  a  middle  way.  As  owner  of 
$21.1  million  in  Allied  bonds,  Fideli- 
ty took  a  seat  on  Allied's  bondhold- 
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ers'  committee  in  January  1990. 

Taking  a  page  from  the  securities 
law  playbook,  Fidelity  wanted  to 
trade  Allied's  bonds,  provided  that 
Fidelity  set  up  a  "Chinese  Wall"  to 
prevent  its  traders  from  learning  any 
information  from  the  Fidelity  person- 
nel involved  with  the  bondholders' 
committee.  Fidelity  won  support  for 
this  from  the  sec,  which  filed  a  brief 
with  U.S.  Bankruptcy  Judge  J.  Vin- 
cent Aug  Jr. 

Aug  granted  Fidelity's  motion  in 
March.  Aug's  decision  may  help  some 
funds  that  want  to  serve  on  creditors' 
committees.  But  some  creditors  face 
another  obstacle  to  serving  on  com- 
mittees, and  this  hurdle  only  Con- 
gress can  remove. 

As  it  stands,  public  employee  pen- 
sion funds  cannot  be  voting  members 
of  creditors'  committees.  Why?  Be- 
cause the  bankruptcy  code  says  only 
"persons"  may  serve  on  creditors' 
committees,  and  the  definition  of  per- 
sons in  the  code  specifically  excludes 
any  "governmental  unit."  The  idea 
was  to  prevent  governments  in  their 
role  as  tax  collectors  from  subverting 
the  rights  of  other  creditors. 

Congress  failed  to  realize  that  pub- 
lic employee  pension  funds  are  gov- 
ernmental units.  The  result?  The  State 
of  Wisconsin  Investment  Board,  for 
example,  is  the  largest  outside  holder 
of  the  stock  of  Prime  Motor  Inns, 
now  in  Chapter  11.  It  sits  on  the 
equity  holders'  committee  in  the  • 
bankruptcy,  but  can't  vote. 

A  Senate  judiciary  subcommittee  is 
looking  at  this  issue  right  now — a 
most  appropriate  forum  for  this  dis- 
cussion for  another  reason.  It  was 
congressmen  themselves  who  were 
among  the  first  traders  of  distressed 
securities  in  U.S.  history. 

Back  in  1790,  29  of  the  64  mem- 
bers of  the  First  Congress  had  bought 
discounted  bonds  issued  by  the  13 
colonies  to  pay  for  the  Revolutionary 
War.  At  issue  was  legislation  about 
whether  the  federal  government 
should  step  in  and  pay  the  bondhold- 
ers in  full.  The  bills  passed,  and  the 
speculators,  mainly  northerners,  prof- 
ited. But  the  price  of  passage  was  a 
pledge  to  southern  lawmakers  to 
move  the  capital  of  the  new  nation  to 
a  site  on  the  Potomac  River  between 
Maryland  and  Virginia. 

Original  intent,  anyone?  H 
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Smart  investors  know  that 
fixed  income  funds  are  only 
as  secure  as  the 
securities  they 
invest  in.  If  you 
want  a  fund  that  invests 
only  in  investment-grade 
securities,  consider  Twentieth 
»^      Century  Investors.  Our  high-quality 


Income 
funds  that 
make  the 
gracL. 

d  ^  income  funds — including  Cash 

Reserve,  our  money  market  fund — get  high  marks  for  a  good 
balance  between  quality  and  competitive  return.  For  more 
complete  information,  including  charges  and  expenses,  call  for 
a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

Call  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


No -Load  Family  of  Funds 
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Few  regional  soft  drink  brands  have  made  it  big 
nationally.  Barq's  root  beer  is  well  on  its  way 
to  that  tough  goal. 

Beyond 
the  bayou 


By  Claire  Poole 


Anyone  who  lives  near  bayou  country 
has  probably  known  about  Barq's 
root  beer  for  years.  Barq's  has  been  a 
local  institution  since  1898,  when 
Edward  Barq  gave  up  on  his  dream  of 
planting  champagne  vineyards  in 
Louisiana  and  started  brewing  root 
f  beer  in  backyard  tubs.  In  southern 
Mississippi,  Barq's  once  held  30%  of 
the  soft  drink  market — ahead  of  even 
Pepsi — despite  the  fact  that  Barq's  ran 
virtually  no  advertising. 

These  days,  though,  Barq's  reach 
goes  far  beyond  the  bayou.  Consider 
happy  customer  Lara  Pergola  of  Eas- 
ton,  Conn.,  who  recently  tried  some 
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and  wrote  the  company  to  say  she 
plans  to  keep  drinking  it.  How  did 
Pergola  come  across  Barq's?  She  saw 
commercials  for  the  product  on  mtv's 
Headbanger's  Ball,  a  weekly  program 
devoted  to  the  kind  of  jarring  heavy 
metal  music  that  sets  teeth  on  edge  in 
Barq's  hometown  of  Biloxi,  Miss. 

Indeed,  Barq's  is  a  sleepy,  regional 
root  beer  maker  no  more.  In  1976 
John  Koerner  and  John  Oudt,  both 
now  48,  who  met  at  Tulane  law 
school,  bought  the  company  from  the 
Barq  family  for  $3  million,  mostly 
borrowed  from  Hibernia  bank.  With 
sales  of  some  $25  million  worth  of 


Barq's  owners 
John  Oudt  (left) 
and  John  Koerner 
in  New  Orleans' 
Jackson  Square 
They  made 
sleepy, 
bayou-based 
Barq's  into 
the  nation's 
number  two 
root  beer. 


concentrate  a  year  to  bottlers,  Barq's, 
Inc.,  now  based  in  New  Orleans,  is 
probably  worth  as  much  as  $50 
million. 

Thanks  to  a  smart  expansion  plan 
and  an  unconventional  advertising  ap- 
proach, Barq's  new  owners  have 
pushed  Barq's  from  its  Deep  South 
stronghold  into  over  70%  of  the  coun- 
try— and  they're  still  moving.  In  fact, 
Barq's  has  become  the  second-ranked 
root  beer  in  the  country,  with  8%  of  the 
$1.8  billion  root  beer  market.  In  the 
past  five  years  Barq's  37%  annual 
growth  rate  has  propelled  it  past  Pep- 
si's Mug  (6.6%),  Monarch  Co.'s  Dad's 
(4.8%)  and  Cadbury  Schweppes' 
Hires  (4.8%).  Barq's  still  has  a  way  to 
go  to  catch  number  one  A&W 
(Forbes,  Dec.  11,  1989),  with  30%  of 
the  market,  but  there's  no  doubt  what 
the  goal  is:  Barq's  recently  had  T 
shirts  printed  that  read,  "A&who?" 

From  the  start,  Koerner  and  Oudt 
realized  they  had  to  come  up  with 
some  new  ploys  to  build  a  loyal,  ener- 
getic bottler  network — something 
other  regional  soda  brands  hadn't 
been  able  to  do.  Atlanta- based  Mon- 
arch, for  instance,  has  continually 
tried  to  sell  the  multiflavored  Sun 
Crest  line  to  new  botders,  but  has 
never  managed  to  expand  significant- 
ly outside  its  southern  base. 

So  Koerner  and  Oudt  used  the  cash 
flow  from  Barq's  own  bottling  opera- 
tion in  Biloxi  to  take  a  traditional 
promotion  tool — advertising  allow- 
ances for  the  bottlers — several  steps 


further  than  the  competition. 

Barq's  attaches  few  strings  to  its 
advertising  allowance,  and  will  even 
allow  part  of  it  to  go  toward  promot- 
ing other  brands — as  long  as  Barq's  is 
included.  Bottlers  can  even  request  to 
use  the  money  to  bolster  the  bottom 
line  in  a  bad  quarter. 

The  move  paid  off.  Barq's  is  now 
distributed  through  over  400  bot- 
tlers— up  from  19  in  1976 — most  of 
them  affiliated  with  Coca-Cola  or 
Pepsi.  Moreover,  the  timing  was 
good:  Oudt  and  Koerner  started 
building  their  network  just  before  the 
bottling  industry  began  to  consoli- 
date in  the  early  1980s.  There  are  now 
around  1 ,000  bottlers  in  the  country, 
versus  5,000  in  the  1970s — making  it 
much  tougher  for  a  regional  brand  to 
break  in  these  days. 

Distribution  thus  nailed  down, 
Koerner  and  Oudt  then  turned  their 
attention  to  advertising.  They  knew 
what  they  didn't  want:  the  hackneyed 
image  of  a  foamy  root  beer  in  a  frosty 
mug.  Barq's  first  major  ad  cam- 
paign—featuring babes  in  bathing 
suits — avoided  the  frosty  mug  trap. 
But  it  didn't  do  much  to  distinguish 
Barq's  from  other  soda  brands. 

Enter  Fred/ Alan,  the  New  York  ad 
agency  that  created  the  punchy 
graphics  and  sledgehammer  message, 
"I  want  my  MTV,"  for  the  music 
channel.  When  Barq's  hit  New  York 
last  year,  Fred/ Alan  plastered  the  city 
with  posters  giving  Barq's  a  hip, 
streetwise  spin  with  the  message,  "So 


-  * 


Founder  Edward 
Barq  (at  far  right) 
and  the  company's 
first  plant  in 
Biloxi,  Miss. 
Byword 
of  mouth  over 
generations, 
Barq's  became 
a  leading  brand 
along  the  Gulf 
Coast  without 
much  advertising. 
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try  'em  already."  Barq's  battles  A&w 
for  the  lead  in  New  York,  and  Fred/ 
Alan  became  Barq's  lead  ad  agency. 

Last  month  Barq's  launched  a  $2 
million  summer  ad  campaign  on  cable 
and  syndicated  shows.  One  of  the  two 
30-second  spots  features  an  updated 
Three  Stooges  trio  who  flip  through 
TV  channels  via  remote  control  and 
greet  each  program  with  the  adoles- 
cent put-down,  "That  bites."  After 
sipping  Barq's,  they  exclaim,  "Now 


The  new  Barq's  ad  campaign 
A  hip,  streetwise  spin. 

that  bites."  Guess  you  have  to  be  age 
12  to  24,  Barq's  target  market. 

Barq's  now  spends  about  $10  mil- 
lion a  year  on  advertising  and  market- 
ing its  root  beer,  diet  root  beer,  regu- 
lar and  diet  French  vanilla  cream  soda, 
and  a  few  other  brands  like  Delaware 
Punch  and  their  newest  addition,  Lu- 
zianne  Iced  Tea.  Its  diet  root  beer  and 
cream  soda  have  become  extremely 
popular,  beating  A&w's  own  entries  in 
important  markets  like  New  York. 

But  Barq's  hasn't  strayed  entirely 
away  from  its  southern,  family  roots. 
Though  he  has  no  equity  stake  in  the 
company,  Edward  (Sonny)  Barq  IV, 
41,  the  great-grandson  of  the 
founder,  still  glad-hands  with  bot- 
tlers, and  oversees  the  mixing  of  the 
secret  Barq's  formula  in  Biloxi. 

Every  can  carries  Sonny  Barq's  sig- 
nature and  address,  and  asks  drinkers 
to  write  in.  And  they  do,  by  the 
thousands.  "It's  nice  to  know  there 
are  still  family  traditions  being  carried 
on  in  America — especially  good  ones, 
like  Barq's  root  beer,"  writes  Penny 
Dittmar  of  New  Caney,  Tex. 

Sonny  sends  each  writer  a  thank 
you  and  a  discount  coupon.  Which  is  a 
good  way  to  keep  old-time  customers 
loyal  if  they  happen  not  to  watch 
mtv's  Headbanger's  Ball.  H 


Wherein  we  learn  of  yet  another  move  to  save 
the  rain  forests.  Or  do  we? 

Dead  effort 


Linda  Killian 

Come  with  us  now  to  the  Brazilian 
rain  forest,  that  rich  marketing  eco- 
system where  rock  stars  and  other 
trendies  go  to  meet  with  the  puzzled 
natives.  The  latest  pilgrims  are  the 
folks  at  Arista  Records,  who  have  left 
no  teak  stump  unturned. 

Two  months  ago  Arista  released 
Deadicated,  a  tribute  album  of  songs 
written  by  the  aging,  hallucinogen- 
powered  rock  group  the  Grateful 
Dead.  But  the  real  star  of  the  album  is 
the  rain  forest. 

Just  take  a  look  at  the  CD's  card- 
board casing — recycled,  of  course. 
On  the  back  is  a  cutout  postcard  to  be 


Arista's  Deadicated  album 
Leaving  no  stump  unturned. 


mailed  to  Senator  Robert  Kasten  Jr. 
(R-Wis.)  of  the  Committee  on  Ap- 
propriations, proclaiming  the  sender 
to  be  "upset"  that  tax  money  is  fund- 
ing IMF  and  World  Bank  "schemes 
that  destroy  the  rain  forests."  The 
album's  liner  notes  also  include  more 
practical  advice:  "Don't  buy  tropical 
wood  products.  Refuse  to  use  dispos- 
able chopsticks  (bring  your  own). 
Don't  eat  fast-food  hamburgers. 
Two-thirds  of  [Central  America's] 
rain  forests  have  been  cleared  to  raise 
catde.  ..." 

The  centerpiece  of  the  deal  is  what 
Arista  terms  a  donation  of  "signifi- 
cant proceeds"  from  album  sales  to 
two  rain  forest  groups,  the  Rainforest 
Action  Network,  based  in  San  Fran- 
cisco, and  Cultural  Survival,  of  Bos- 
ton. But  what  is  "significant"?  The 
answer  is  "vague  as  hell,"  says  Jason 
Clay  of  Cultural  Survival,  who  says  he 
has  yet  to  see  any  money. 

Arista  says  members  of  the  Grateful 
Dead — who  don't  perform  on  the 
album — are  donating  all  their  pub- 
lishing royalties  from  the  album — 
about  70  cents  per  CD  or  cassette.  The 
14  performers — ranging  from  Elvis 
Costello  to  Suzanne  Vega — are  giv- 
ing up  their  royalties,  too,  about  14% 
of  suggested  retail  price. 

But  total  numbers  are  hard  to  come 
by.  All  Arista  will  say  is  how  much  it 
gives  depends  on  how  much  it  gets. 
Album  sales  now  total  about  350,000 
copies — good,  but  not  great. 

Okay,  but  what  about  all  those 
people  who  figure  they've  made  the 
world  a  little  safer  for  teak  by  buying 
the  album?  "This  is  not  a  charity 
record,"  says  Roy  Lott,  executive  vice 
president  of  Arista  Records.  "We 
didn't  sit  around  saying,  'Let's  raise 
money  for  those  [  rain  forest  |  groups.' 
If  people  want  to  give  money,  they 
should  make  a  direct  contribution. " 

We'll  have  the  lo  mein,  extra  chop 
sticks,  please.  M 
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SPECIAL  ADVERTISING  SUPPLEMENT 


HELPING 
AMERICA  PROSPER 


hen  Gary  Plastics  needed 
more  space,  it  chose  to 
expand  its  manufacturing  opera- 
tions in  the  Bronx  and  qualified 
for  a  30%. savings  on  its  electrici- 
ty bill.  And  when  Infanti  Chair 
Company  outgrew  its  facilities  in 
a  small  Staten  Island  garage,  it 
decided  to  renovate  a  53,000- 
square-foot  warehouse  on  Staten 


Island  and  ended  up  with  a  25% 
savings. 

The  rate  reduction  incentives 
that  Consolidated  Edison  of  New 
York  offered  these  and  many 
other  companies  that  have  chosen 
to  open  or  expand  their  industrial 
activities  in  New  York  City  exem- 
plify the  critical  function  that 
local  electric  utilities  can  serve  in 


the  economic  development  pro- 
cess. Working  closely  with  govern- 
ment agencies,  chambers  of  com- 
merce and  others  interested  in 
building  local  economies,  "electric 
utilities  have  an  important  role  to 
play  in  economic  development 
efforts,"  notes  James  E.  Rogers 
Jr.,  chief  executive  officer  of  PSI 
Energy  of  Plainfield,  Ind. 


MARKETING 


try  'em  already."  Barq's  battles  A&w 
for  the  lead  in  New  York,  and  Fred/ 
Alan  became  Barq's  lead  ad  agency. 

Last  month  Barq's  launched  a  $2 
million  summer  ad  campaign  on  cable 
and  syndicated  shows.  One  of  the  two 
30-second  spots  features  an  updated 
Three  Stooges  trio  who  flip  through 
TV  channels  via  remote  control  and 
greet  each  program  with  the  adoles- 
cent put-down,  "That  bites."  After 
sipping  Barq's,  they  exclaim,  "Now 


The  new  Barq's  ad  campaign 
A  hip,  streetwise  spin. 

that  bites."  Guess  you  have  to  be  age 
12  to  24,  Barq's  target  market. 

Barq's  now  spends  about  $10  mil- 
lion a  year  on  advertising  and  market- 
ing its  root  beer,  diet  root  beer,  regu- 
lar and  diet  French  vanilla  cream  soda, 
and  a  few  other  brands  like  Delaware 
Punch  and  their  newest  addition,  Lu- 
zianne  Iced  Tea.  Its  diet  root  beer  and 
cream  soda  have  become  extremely 
popular,  beating  A&w's  own  entries  in 
important  markets  like  New  York. 

But  Barq's  hasn't  strayed  entirely 
away  from  its  southern,  family  roots. 
Though  he  has  no  equity  stake  in  the 
company,  Edward  (Sonny)  Barq  IV, 
41,  the  great-grandson  of  the 
founder,  still  glad-hands  with  bot- 
tlers, and  oversees  the  mixing  of  the 
secret  Barq's  formula  in  Biloxi. 

Every  can  carries  Sonny  Barq's  sig- 
nature and  address,  and  asks  drinkers 
to  write  in.  And  they  do,  by  the 
thousands.  "It's  nice  to  know  there 
are  still  family  traditions  being  carried 
on  in  America — especially  good  ones, 
like  Barq's  root  beer,"  writes  Penny 
Dittmar  of  New  Caney,  Tex. 

Sonny  sends  each  writer  a  thank 
you  and  a  discount  coupon.  Which  is  a 
good  way  to  keep  old-time  customers 
loyal  if  they  happen  not  to  watch 
mtv's  Headbanpier's  Ball.  ■■ 


Wherein  we  learn  of  yet  another  move  to  save 
the  rain  forests.  Or  do  we? 

Dead  effort 


Linda  Killian 

Come  with  us  now  to  the  Brazilian 
rain  forest,  that  rich  marketing  eco- 
system where  rock  stars  and  other 
trendies  go  to  meet  with  the  puzzled 
natives.  The  latest  pilgrims  are  the 
folks  at  Arista  Records,  who  have  left 
no  teak  stump  unturned. 

Two  months  ago  Arista  released 
Deadicated,  a  tribute  album  of  songs 
written  by  the  aging,  hallucinogen- 
powered  rock  group  the  Grateful 
Dead.  But  the  real  star  of  the  album  is 
the  rain  forest. 

Just  take  a  look  at  the  CD's  card- 
board casing — recycled,  of  course. 
On  the  back  is  a  cutout  postcard  to  be 


Arista's  Deadicated  album 
Leaving  no  stump  unturned. 


mailed  to  Senator  Robert  Kasten  Ir. 
(R-Wis.)  of  the  Committee  on  Ap- 
propriations, proclaiming  the  sender 
to  be  "upset"  that  tax  money  is  fund- 
ing IMF  and  World  Bank  "schemes 
that  destroy  the  rain  forests."  The 
album's  liner  notes  also  include  more 
practical  advice:  "Don't  buy  tropical 
wood  products.  Refuse  to  use  dispos- 
able chopsticks  (bring  your  own). 
Don't  eat  fast-food  hamburgers. 
Two-thirds  of  [Central  America's] 
rain  forests  have  been  cleared  to  raise 
cattle.  ..." 

The  centerpiece  of  the  deal  is  what 
Arista  terms  a  donation  of  "signifi- 
cant proceeds"  from  album  sales  to 
two  rain  forest  groups,  the  Rainforest 
Action  Network,  based  in  San  Fran- 
cisco, and  Cultural  Survival,  of  Bos- 
ton. But  what  is  "significant"?  The 
answer  is  "vague  as  hell,"  says  Jason 
Clay  of  Cultural  Survival,  who  says  he 
has  yet  to  see  any  money. 

Arista  says  members  of  the  Grateful 
Dead — who  don't  perform  on  the 
album — are  donating  all  their  pub- 
lishing royalties  from  the  album — 
about  70  cents  per  en  or  cassette.  The 
14  performers — ranging  from  Elvis 
Costello  to  Suzanne  Vega — are  giv 
ing  up  their  royalties,  too,  about  14% 
of  suggested  retail  price. 

But  total  numbers  are  hard  to  come 
by.  All  Arista  will  say  is  how  much  it 
gives  depends  on  how  much  it  gets. 
Album  sales  now  total  about  350,000 
copies — good,  bill  not  great. 

Okay,  but  what  about  all  those 
people  who  figure  they've  made  the 
world  a  little  safer  for  teak  by  buying 
the  album?  "This  is  not  a  chain \ 
record,"  says  Roy  Lott, executive  vice 
president  of  Arista  Records.  "We 
didn'l  sit  around  saying,  'Let's  raise 
money  tor  those  |  rain  forest  |  groups/ 
If  people  want  to  give  money,  t In  \ 
should  make  a  direct  contribution." 

We'll  have  the  lo  mem,  extra  chop 
sticks,  please  M 
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nvestor-Owned  Electric  Utilities 
and  Economic  Development 


W- 
hen  Gary  Plastics  needed 
more  space,  it  chose  to 
expand  its  manufacturing  opera- 
tions in  the  Bronx  and  qualified 
for  a  30%  savings  on  its  electrici- 
ty bill.  And  when  Infanti  Chair 
Company  outgrew  its  facilities  in 
a  small  Staten  Island  garage,  it 
decided  to  renovate  a  53,000- 
square-foot  warehouse  on  Staten 


Island  and  ended  up  with  a  25% 
savings. 

The  rate  reduction  incentives 
that  Consolidated  Edison  of  New 
York  offered  these  and  many 
other  companies  that  have  chosen 
to  open  or  expand  their  industrial 
activities  in  New  York  City  exem- 
plify the  critical  function  that 
local  electric  utilities  can  serve  in 


the  economic  development  pro- 
cess. Working  closely  with  govern- 
ment agencies,  chambers  of  com- 
merce and  others  interested  in 
building  local  economies,  "electric 
utilities  have  an  important  role  to 
play  in  economic  development 
efforts,"  notes  James  E.  Rogers 
Jr.,  chief  executive  officer  of  PSI 
Energy  of  Plainfield,  Ind. 
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Last  year  Site  Selection 
magazine  named  TU  Electric, 
which  serves  87  Texas  counties, 
as  one  of  the  ten  best  economic 
development  organizations  in  the 
country.  Dallas-based  TU  was 
the  only  private  corporation  to 
make  that  list. 

Moreover,  in  northern  Cali- 
fornia, where  Pacific  Gas  &  Elec- 
tric (PG&E)  provides  the  power, 
Al  Gianini,  executive  director  of 
the  Sacramento  Area  Commerce 
and  Trade  Organization,  says, 
"The  company's  new  economic 
development  program  is  critical 
to  our  state  and  our  communi- 
ties. I'd  put  PG&E  right  up  there 
on  top — its  participation  is  vital 
to  our  efforts." 

The  Key  Role  of  Electric 
Utilities 

Economic  development  profes- 
sionals have  long  recognized 
the  key  role  electric  utilities 
can  play  because  "utilities  have  a 
unique  knowledge  and  perspec- 
tive on  the  areas  they  serve," 
notes  Tom  Kuhn.  Kuhn  is  presi- 
dent of  the  Edison  Electric  Insti- 
tute, the  national  association  of 
investor-owned  U.S.  electric  utili- 
ties which  generate  about  three- 
quarters  of  the  electricity  pro- 
duced in  this  country. 

Joseph  F.  Paquette,  Jr.,  chair- 
man and  chief  executive  officer  of 
Philadelphia  Electric  Co.,  adds, 
"The  reason  for  this  is  self-preser- 
vation: Utilities  are  basically  land- 
locked. Unlike  other  businesses, 
we  can't  pick  up  and  move  to  an- 


One  key  economic 
development 
activity  at  almost 
every  utility  is 
providing 
information  to 
companies 
interested  in 
locating  business 
activities  in  an  area. 

other  more  attractive  location  be- 
cause we  have  an  area  we  have  to 
serve.  Most  utilities  recognize  the 
interdependence  of  the  health  of 
the  economy  of  their  service  area 
and  their  own  financial  health,  so 
most  utilities  have  active  econom- 
ic development  programs." 

While  the  Edison  Electric  In- 
stitute has  an  Economic  Develop- 
ment Committee  which  serves  as 
a  national  voice  for  the  efforts  of 
some  75  member  companies, 
local  utilities  maintain  their  own 
independent  economic  develop- 
ment staffs  and  programs.  Large 


multi-state  companies  such  as 
PacifiCorp  and  American  Electric 
Power  typically  have  on-site  de- 
velopment specialists  knowledge- 
able about  each  of  the  communi- 
ties they  serve. 

"The  activities  of  economic 
development  departments  vary," 
says  Edison  Electric  Institute's 
Kuhn,  "depending  on  the  needs 
of  localities  and  the  resources  of 
the  utilities.  But  they  typically 
emphasize  providing  economic 
information  and  often  include  fi- 
nancing plans  as  well  as  special 
economic  development  rates  or 
other  incentives." 

A  Critical  Source  of 
Information 

One  key  economic  develop- 
ment activity  at  almost  every 
utility  is  providing  informa- 
tion to  companies  interested  in 
locating  business  activities  in  an 
area.  The  success  at  playing  this 
role  is  aptly  explained  by  a  slogan 
used  by  Philadelphia  Electric  Co.: 
"We  know  the  territory."  The  local 
electric  utility  is  one  of  the  few 
companies  whose  customers  in-' 
elude  virtually  every  business  and 
household  in  an  area — thus  utili- 
ties are  well-equipped  to  marshal 
and  disseminate  economic  infor- 
mation. 

Since  March  1980,  for  exam- 
ple, Alabama  Power  has  operated 
the  Alabama  Resource  Center  in 
Birmingham,  providing  one-stop, 
in-depth  information  for  comp;i 
nies  interested  in  any  of  the  57 
counties  Alabama  Power  serves. 
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Without  leaving  the  Center,  visit- 
ing executives  can  review  much 
of  the  state  for  properties  that 
meet  specifications — and  then 
obtain  video  presentations  on 


While  many 
utilities  are  willing 
and  able  to  provide 
a  wealth  of 
information  to  those 
interested  in 
developing  facilities, 
several  utilities  go 
beyond  that  and  put 
their  money  where 
their  power  lines  are. 


many  of  the  localities  that  meet 
their  criteria.  The  facility,  housed 
in  a  comfortable,  16,000-square- 
foot  suburban  setting,  includes  a 
spacious  modern  auditorium  and 
exhibit  hall. 

Similarly,  Mississippi  Power 
Co.,  based  in  Gulfport,  offers 
one-stop  consulting  for  indus- 
tries considering  a  move  to 
southeast  Mississippi.  Using  cus- 
tom databases  and  touch  screen 
video,  the  company  explains  ev- 
erything a  prospective  employer 


Larry  Feldmans 
Project  Appleseed  Savings  Made 
A  Lot  Of  Dramatic  Stories. 

Volumes  could  be  written  on  Larry  Feldman's 
efforts  to  get  his  Tower  45  off  the  ground.  | 

First,  there  was  land  acquisition.  Next  were 
two  years  of  construction  on  midtown  Man- 
hattans west  side.  And  then  came  the  hard 
part:  attracting  tenants. 

Fortunately,  he  found  out  about  Project 
Appleseed,  Con  Edison's  program  that 
lowers  electric  and  gas  rates  for  new  com- 
mercial and  industrial  buildings  and  reno-     4 
vations  in  New  York  City  and  Westchester     | 
Reductions  are  also  available  for  busi- 
nesses that  start,  relocate  or  expand. 

Project  Appleseed  meant  each  Tower  45 
tenants  electric  bill  would  be  cut  by 
about  12%.  Now,  Feldmans  occupancy 
rates  almost  as  high  as  his  building. 

To  become  our  next  success  story, 
call  John  Manak  at  (212)  460-4000. 


For 


c-Con 

bQISOn  APPLESEED 


PROJECT 


THE  ENERGY  OF  NEW  YORK 


I  was 


!©©king 


for  a  place  to 


plant 


my  business,  and  I  happened 


upon  AEP.  It's  not  a  town.  It's  not  a  place.  It's  the  most  PUWCnf  UL, 
tavibl^  e^ectric  system  in  the  world.  With  rates  Dgl  ^  the  nation's 
average.  '^p/\I\IIYI||\|f[  seven  states,  AEP  consists  of  eight 
operating  companies  linked  by  22  major  power  plants,  LLJjj) \})\J) 
miles  of  llSHSflllSSlOU  lines,  and  an  additional  2,000  miles  of  765,000 
VOL. X  lines.  This  strength  helps  them  meet  the  energy  demands  of 
3,000  communities.  And  I  ;  BP^  The  way  I  look  at  it,  if  you  want 
to  establish  your  company  in  a  new  location,  you  should  (cfasider) 
AEP  territory.  A  land  with  enough  l^M^M!^  to  carry  you  into 
the  /Uluvjwx  For  details,  call  Andy  Lowry  at  1-614-223-2720. 


S 


AMERICAN 
ELECTRIC 


The  AEP  Companies:     Appalachian  Power      Columbus  Southern  Power      Indiana  Michigan  Power      Kentucky  Power 
Kingsport  Power         Michigan  Power  Ohio  Power  Wheeling  Power 
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needs  to  know  about  sites,  financ- 
ing and  incentives.  Mississippi 
Power  personnel  will  undertake 
additional  legwork  with  a 
prospective  newcomer  on  all 
phases  of  its  inquiry  and  arrange 
site  visits. 

For  most  utilities,  the  infor- 
mation flow  starts  with  sites. 
The  Detroit  Edison  Economic 
Development  Team  has  pre- 
pared detailed  information  high- 
lighting sites  that  are  "ready  to 
go" — the  infrastructure  is  in 
place,  and  companies  that  are  in 
a  hurry  could  move  in  quickly. 
This  database  of  "on-the-shelf" 
sites  allows  Detroit  Edison  to 
provide  timely  information  to 
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help  match  a  company's  needs 
with  available  sites. 

For  those  who  need  highly 
detailed  information,  moreover, 
Detroit  Edison  has  developed 
special  services,  such  as  aerial 
photography,  engineering  evalua- 
tions and  wetlands  identification. 
On  several  occasions,  Detroit  Edi- 
son officials  say,  having  readily 
available  "shelf  sites"  has  helped 
persuade  companies  to  locate  in 
the  Detroit  area. 


More  Than  Site 
Information 


In  many  cases,  the  data  offered 
by  utilities  extend  well  beyond 
identifying  sites.  For  example, 
Minnesota  Power,  which  serves 
northern  Minnesota,  not  only  of- 
fers information  on  sites,  it  also 
provides  business  prospects  with 
an  information  kit  describing  the 
area's  work  ethic,  the  high  educa- 
tional level  of  its  labor  pool,  the 
low  occupancy  costs — and  not 
incidentally,  the  electricity  rates, 
which  are  among  the  nation's 
lowest. 

Similarly,  firms  interested  in 
locating  or  expanding  in  seven 


A  HANDT  GUIDE  TO  CHOOSING 
TOUR  FUTURE  VOtKFORCE 


Can  they  commit?  Southeastern 
Pennsylvania  can  promise  you  enough 
electrical  power  to  power  you  into  the 
2000's.  Without  foreign  oil,  thank  you. 


Are  they  in  the  pink? 

A  diversified  econ- 
omy keeps  Southeast 
era  Pennsylvania 
healthy.  We  work  in 
technology,  health, 
medicine,  chemicals, 
industry,  everything. 


Are  they  in  the  middle  of  everything? 

New  York  in  an  hour  fifteen.  Washington  in  an 
hour  and  a  half.  Anywhere  in  the  world,  from 
Philadelphia  International  Airport. 

Are  they  pointing  ahead?  Southeaster^ 

Pennsylvania  has  the  nation's  second 
largest  concentration  of  universities  and 
clinical  testing  centers.  Innovation  is 
guaranteed. 

Can  you  grab  a  phone? 

Call  Philadelphia  Elec 
trie's  Economic  Devel- 
opment Department 
fat  1-800-626-4338. 

We'll  tell  you  more  about 
the  2  million  talented 
people  who  live  and 

work  hard  In 


^    Philadelphia 

f  Electric 

Company 
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western  states  can  call  on  Pacifi- 
Corp  for  a  wide  range  of  informa- 
tion, including  a  constantly  updat- 
ed computerized  industrial  site 
database.  PacifiCorp  also  pro- 


By  providing 
information  and 
incentives,  electric 
utilities  can  do  much 
to  tip  the  balance 
among  those  who 
are  weighing 
alternative  locations. 


vides  data  about  local  costs,  in- 
frastructures, zoning  require- 
ments, work  forces  and  proximity 
to  markets.  By  analyzing  an  in- 
quiring company's  specific  needs, 
PacifiCorp  can  help  match  the 
company  with  communities  in 
which  it  has  a  good  chance  of 
prospering.  In  addition  to  detailed 
information,  moreover,  the  eco- 
nomic development  staff  can  ar- 
range for  site  visits,  help  get  nec- 
essary permits  and  licenses  and 
work  to  enhance  community  sup- 
port for  specific  projects. 

While  many  utilities  are  will- 
ing and  able  to  provide  a  wealth 
of  information  to  those  interested 
in  developing  facilities,  several 
utilities  go  beyond  that  and  put 


The  Secret  To 

doing  Business  In 

California. 

If  your  industrial  business  is  expanding  or  relocating 
in  California,  PG&E  can  help.  As  northern  Calif- 
ornia's major  utility,  we  can  help  you  with  site  selec- 
tion and  energy  efficiency  planning.  Well  introduce 
you  to  any  of  a  thousand  diverse  communities. 
And  well  show  you  how  our  incentive  programs  can 
make  your  business  more  efficient  and  lower  your 
energy  bills. 

For  information,  write  or  call  Jan  Noya  Pinna, 
PGckE,  Economic  Development,  123  Mission  Street, 
26th  floor,  San  Francisco,  CA  94106,  (415)  973-3073. 


m 


At  your  service. 


SMARTER  ENERGY  HOR  A  BETTER  WORLD 


Put  the  Ttffity  Of  The  Year" 

to  work  for  you. 


If  your  company  wants 
to  make  a  good  move,  PP&L 
has  the  ideal  location:  Central 
Eastern  Pennsylvania.  Our  successes 
in  bringing  new  business,  growth  and 
stable  electric  rates  to  the  region  are  a 
few  reasons  why  PP&L  was  voted 
"Utility  Of  The  Year"  by  Electric  Power 
&  Light  magazine.  Today,  we're 


working  even 
harder  to  serve  and  attract 
more  businesses  here. 

We're  proud  to  have  won.  But  even 
prouder  of  the  region  that  made  it 
possible.  Let  us  put  our  "Utility  Of  The 
Year"  attitude  to  work  for  you.  For 
information  on  PP&L  or  locations  for 
your  company,  call  1-800-523-9854. 


PP&L 


©  1991  PP&L 

PENNSYLVANIA  POWER  &  LIGHT  COMPANY 
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Presenting  some  of 
Southeastern  Michigan's 
most  valuable  resources. 


Expanding  or  relocating  your  industrial  facility  in  Southeastern  Michigan? 
Talk  with  the  Detroit  Edison  Economic  Development  Team  first.  We'll  give 
you  unbiased  expert  advice  on  everything  from  site  selection  to  financing 
to  cutting  through  red  tape!  All  free.  Make  the  Detroit  Edison  Economic 
Development  Team  one  of  your  valuable  resources.  Call  (313)  237-8921. 

Defroif 

Edison 

A  good  part  of  your  life. 


Move  To  Mississippi 

And  You'll  Probably 
LoseY)ur  Drive. 


In  Mississippi,  the  drive  to  get  ahead  doesn't  include  a  lone 
commute.  In  most  cases,  you  can  make  it  home  from  the  office 
in  under  10  minutes.  Interested  in  seeing  what  makes  the 
Mississippi  lifestyle  so  popular? 

Write  for  free  information:  Mississippi  Power  Company,  Economic 
Development  Department,  PO.  Box  4079,  Gulfport,  MS 39502-4079. 


HELPING 
AMERICA  PROSPER 


In  many  locations, 
the  electric  utility  is 
often  a  leader 
in  job-training 
programs  and  other 
efforts  that  not  only 
help  people  get  jobs, 
but  also  help 
employers  find 
workers. 


their  money  where  their  power 
lines  are. 

Alabama  Power,  for  example, 
recently  announced  a  new  $3  mil- 
lion building  loan  program.  The 
company's  Economic  Develop- 
ment Department  will  provide  in- 
terest-free loans  to  qualified  ap- 
plicants for  the  construction  of 
new  buildings.  The  loans,  for  up 
to  70%  of  actual  structural  costs, 
have  a  maximum  term  of  48 
months. 

Minnesota  Power  has  a  loan 
program  that  provided  $2.7  mil- 
lion in  1990  to  help  businesses 
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expand  in  its  service  area.  The 
company,  which  works  in  partner- 
ship with  conventional  lenders 
and  other  economic  development 
groups,  offers  loans  of  up  to 
$200,000  depending  on  the  num- 
ber of  jobs  that  could  be  created. 
And  these  are  offered  at  below- 
market  interest  rates. 

The  company's  $5  million  re- 
volving fund  has  provided  some 
96  loans  since  it  was  created  in 
1984.  In  addition  to  providing 
loans,  Minnesota  Power  is  an  eq- 
uity investor  in  Lake  Superior 
Paper  Industries,  a  joint  venture 
paper  mill  in  Duluth,  Minn,  which 
began  operations  in  1987  and  has 
provided  some  2,000  new  jobs  in 
the  area. 


Offering  Incentive  Rates 

Some  utilities  are  even  pre- 
pared to  alter  their  rates  to 
advance  economic  develop- 
ment efforts.  A  decade  ago,  Con 
Edison  of  New  York  became  the 
nation's  first  utility  to  develop  in- 
centive rates  to  encourage  job 
creation  and  business  expansion. 
Since  1981,  the  "Project  Apple- 
seed"  program  has  provided  elec- 
tric and  gas  cost  reductions  to 
more  than  12,000  commercial  and 
industrial  customers  and  has 
helped  create  and  retain  jobs  for 
more  than  100,000  people. 

These  special  rates  provide 
cost  reductions  of  up  to  30%  on 
electricity  bills  and  as  much  as 
21%  on  gas  bills  to  companies 
that  start,  relocate  or  expand 
businesses  in  specified  parts  of 


New  York  City  and  Westchester 
County. 

Similarly,  at  Tulsa-based  Public 
Service  Co.  of  Oklahoma  (PSO), 


the  Supplemental  Energy  Sales 
Program  provides  discounted  sup- 
plemental energy  to  industrial  cus- 
tomers willing  to  purchase  power 


World  Center. 

As  the  transportation  center  and  crossroads  of  the  world, 
Indiana  offers  excellent  transportation  to  and  from  national 
and  international  markets  via  land,  sea  or  air-with  its  excellent 
rail  and  highway  system,  three  major  ports,  and  international 
airport.  And  as  part  of  Indiana's  largest  electric  utility,  no  one 
is  better  qualified  to  assist  you  with  your  site  selection  than 
PSIs  Partners  In  Development.  Well  provide  you  with  site 
plans,  utility  services,  infrastructure  details,  transportation 
data,  community  profiles,  and  more-all  the  information  you 
need  to  make  an  intelligent  choice.  Put  us  to  work  on  your  site 
project.  Contact  Bob  Eads,  Manager,  National  Development, 
PSI  Energy,  1000  East  Main  Street,  Plainfield,  Indiana  46168. 
1-800-688-0688. 
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psiEnergy 


We  wrote  the  book 
on  Upper 


Minnesota 


Marais 


Eveleth 


Park  Rapids      •  Grand  Rapids 


Wadena  • 


Brainerd 


•  Silver  Bay 

Two  Harbors 

a  Duluth 
Aitkin  •  • 

«        •        Cloquel 
Crosby 

#  Sandstone 
#  Hinckley  • 

Little  Falls 


Here's  all  you  need  to  know  about 
employees  who  work  smart,  low 
occupancy  rates,  electric  power 
rates  that  rank  among  the  lowest  in 
the  nation...  and  a  whole  lot  more. 

To  get  the  book  on 


Upper  Minnesota,  contact: 


Mark  Phillips 

Director  of  Economic  Development 

Minnesota  Power 

30  West  Superior  Street 
Duluth,  Minnesota  55802 
(800)  777-2641  exL  3913 


i 


Good 

decisions 

are  based 

on  having 

good  options. 


For  a  free,  confidential  analysis  of  sites  in  Arizona,  call  Ben  Warren  at  the  Arizona 
Public  Service  Company  Economic  Development  Department,  (800)  423-0198. 


L0PMENT  DEPARTMENT 


Choosing  the  best  location  in  the  West 
for  your  company  depends  on  informed 
options.  At  PacifiCorp  Electric  Operations 

we  can  provide  over  500  of  them. 

Within  our  7-state  service  area  you  have 

unmatched  diversity  of  choice. 

For  more  information,  call  toll-free 

1-800-327-7723. 

PacifiCorp 

ELECTRIC  OPERATIONS 
Start    With    Us. 


OREGON     •     UTAH     •     WYOMING 
MONTANA     •     WASHINGTON 
IDAHO     •     CALIFORNIA 
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over  and  above  their  average 
daily  or  weekly  usage  if  they 
agree  that  it  can  be  interrupted 
on  one  hour's  notice.  And  at 
Philadelphia  Electric  the  E2  R2 
(Employment  and  Economic  Re- 
covery Rider)  Program  has 
brought  reduced  rates  to  some 
900  firms  opening  or  expanding 
in  PECO's  service  area.  Since  the 
program  was  set  up  in  mid- 1983, 
it  has  provided  $39  million  in  rate 
reductions,  which  has  helped  cre- 
ate nearly  27,000  additional  jobs. 

Low  Basic  Rates 

While  Mississippi  Power  of- 
fers incentive  rates,  its  low 
basic  industrial  rates,  which 
have  been  reduced  23%  since 
1983,  are  an  economic  attraction 
on  their  own.  By  the  same  token, 
in  the  western  states  served  by 
PacifiCorp's  Utah  Power  and  Pa-, 
cific  Power,  industrial  rates  are 
extremely  competitive  as  a  result 
of  inexpensive  hydroelectric 
power  and  thermal  generation. 
Utah  Governor  Norm  Bangerter 
says,  "Utah  Power's  rates  have 
added  immeasurably  to  our  re- 
cent economic  development  suc- 
cesses s-  The  company  has  reduced 
rates  by  18%  since  1988.  In  fact, 
rates  are  now  at  1982  levels.  This 
gives  us  an  added  advantage 
when  it  comes  to  attracting  new 
businesses  to  the  state  or  allow- 
ing existing  firms  to  expand  their 
operations." 

Several  utilities  also  attempt 
to  help  local  industries  grow  by 
assisting  them  in  holding  down 
their  costs  through  energy  con- 


Electric  utilities 
operate  a  broad 
range  of  economic 
development 
activities,  and  they 
go  to  great  lengths 
to  ensure  they  work 
closely  with  others 
who  have  similar 
goals. 


servation  programs.  At  first 
glance  these  seem  like  unlikely 
initiatives  for  a  utility — why  show 
customers  how  to  get  by  with  less 
of  what  you're  selling?  But  it  has 
turned  out  to  be  good  business 
for  many  reasons.  One  is  that  cus- 
tomers who  maximize  productivi- 
ty prosper  and  expand,  ending  up 
as  even  bigger  customers.  Anoth- 
er is  that  expanding  generating 
capacity  has  become  a  complex 
task  for  utilities,  and  they're  often 
happy  to  allocate  existing  capaci- 
ty as  efficiently  as  possible. 


Con  Edison  of  New  York  op- 
erates the  Applepower  rebate 
program,  which  provides  cash 
payments  to  companies  that  in- 
stall energy-efficient  equipment 
that  is  part  of  new  construction 
or  is  retrofitted  into  existing  fa- 
cilities. The  company  has  a  de- 
tailed schedule  of  rebates  for  in- 
stalling anything  from  highly 
efficient  air  conditioners  to  cool 
storage  systems.  Con  Edison  ex- 
pects to  pay  out  $25  million  in  re- 
bates this  year. 

A  ten-year,  $2  billion  pro- 
gram at  Pacific  Gas  &  Electric 
Co.,  called  Customer  Energy  Ef- 
ficiency, offers  cash  incentives  to 
new  and  existing  customers  who 
buy  and  install  energy-efficient 
products.  It  also  offers  incentives 
to  the  retail  salespeople  who  sell 
the  equipment. 

Public  Service  of  Oklahoma's 
Industrial  Productivity  Program 
also  encourages  customers  to  im- 
plement new  electrotechnologies 
that  would  enhance  quality,  in- 
crease productivity  and  reduce 
costs.  Specially  trained  PSO  rep- 
resentatives arrange  technical 
and  productivity  audits  for  indus- 
trial customers  who  express  an 
interest  in  new  electrotechnolo- 
gies. PSO  representatives  also  lo- 
cate vendors  and  engineers  to  de- 
sign and  install  required  new 
equipment. 

By  providing  information  and 
incentives,  electric  utilities  can 
do  much  to  tip  the  balance  among 
those  who  are  weighing  alterna- 
tive locations.  But  many  utilities 
go  beyond  talking  to  those  who 
are  already  interested.  They  work 


Down  here 
were  known  for  our 


W  ITU  OVER  1.300  MILES  OF  NAVIGABLE  WATERWAYS  AND  A  DEEP-WATER  I'OK'T.  YOUR  COM- 
PANY (  AN  TAKE  IT  EASY  IN  ALABAMA,  TOO  FOR  DETAILS  CALL  ('.  B.  McARTHUR  COLLECT 
AT (2051250-2534. OR  FAX  (2051  -jrM-JH'tH.  ALABAMA  POWER, 
P.O.  BOX  2641.  BIRMINGHAM,  AL  35291-0015. 


F. 

Alabama  Power 


Alabama.  "Where  success  is  a  way  of  life. 


WATTS  MORE 


, 


A  lot  of  companies  are 
moving  into  TU  Electric 
Territory.  Here  are  some 
of  the  benefits  they  enjoy 
when  they  get  here:  skilled, 
eager  work  force;  rewarding 
lifestyle;  bargain  land  costs; 


sensible  commercial  rents; 
a  reliable  source  of  reason- 
ably priced  electricity.  For 
all  the  other  benefits, 
please  call  John  Prickette 
at  1-800-421-2489.  Or  FAX 
214/954-5456. 


TUt  U  '  H-'IC 
We  put  a  lot  of  energy  into  business. 


Ready  and  Willing 

Aren't  Always 

Enough. 

That's  why  Oklahoma  goes  the 
distance  to  make  sure  the  local  workforce 
is  fully  trained  to  meet  your  specific 
needs. 

Oklahoma's  48-campus  Vo-Tech 
system  has  been  ranked  the  nation's  best 
by  the  National  Association  of  Vo-Tech 
Administrators. 

As  a  free  service,  our  Vo-Tech 
department's  Training  for  Industry 
Program  will  recruit  and  train  workers  to 
your  exact  specifications  -  even  on  your 
equipment! 

Prescreening,  testing,  and  applications 
processing  are  all  part  of  the  package. 
The  whole  nine  yards,  at  no  cost 
whatsoever. 

A  workforce  that's  ready,  willing,  and 
able.  Another  reason  why  Oklahoma  is  a 
great  state  for  your  business. 

For  more  information  on  flic  advantages 
of  locating  in  Oklahoma,  call:  Bob  Jackson 
at  (918)  599-2289.    Or  write: 


Public  Service  Company 
of  Oklahoma 


Economic  Development  Department 
P.O.  BOX  201     Tulsa.  Oklahoma  7 1  Id:' 
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with  communities  in  their  service 
area  to  help  make  them  more  at- 
tractive to  new  industries,  and 
they  also  seek  to  generate  inter- 
est in  these  communities  through 
marketing  programs. 

Helping  Communities  Sell 
Themselves 

Utilities  do  a  number  of  things 
to  help  communities  develop 
attributes  of  interest  to  em- 
ployers. For  example,  American 
Electric  Power  provides  grants  to 
communities  to  conduct  engi- 
neering and  feasibility  studies 
needed  to  develop  industrial 
parks  that  will  be  owned  by  local 
development  corporations  or 
local  governments.  Moreover,  to 
encourage  construction  of  new 
facilities,  AEP  companies  offer 
loans  to  pay  carrying  charges  for 
up  to  three  years  on  industrial 
buildings  constructed  and  owned 
by  local  community  development 
corporations.  The  funds  advanced 
by  AEP  companies  don't  have  to 
be  repaid  until  the  community 
sells  or  leases  the  building. 

Alabama  Power,  which  fund- 
ed design  and  engineering  studies 
for  industrial  parks  in  Jackson 
and  Talladega,  Ala.,  has  found 
that  sometimes  more  general 
preparation  is  also  needed.  Alaba- 
ma Power  has  a  full-time  commu- 
nity development  specialist  help- 
ing  communities  prepare  for 
economic  growth.  The  company 
also  helped  design  an  intensive 
eight-day  economic  development 
training  course  for  rural  commu- 


Whether  it's 
information  or  loans, 
leadership  or  coop- 
eration, significantly 
discounted  incentive 
rates  or  just  free 
maps,  electric 
utilities  can  do  much 
to  make  economic 
development 
happen  in  their 
service  areas. 

nity  leaders  which  is  conducted 
by  Auburn  University. 

TU  Electric  is  another  utility 
that  has  been  involved  in  train- 
ing communities  to  help  them- 
selves. Its  economic  develop- 
ment staff  has  worked  closely 
with  several  community  develop- 
ment programs,  and  TU  also 
runs  three  to  six  hour  seminars 
on  "Marketing  Your  Community," 
which  trains  local  volunteers  to 


become  the  "sales  team"  for 
their  communities. 

In  September  1990,  Arizona 
Public  Service  invited  more  than 
30  rural  communities  plus  repre- 
sentatives of  state  agencies  to 
form  the  Rural  Arizona  Economic 
Development  Advisory  Commit- 
tee to  market  rural  Arizona's  as- 
sets. Arizona  Public  Service  exe- 
cutes the  programs  devised  by 
the  committee.  Arizona  Public 
Service  has  also  organized  eco- 
nomic development  workshops 
involving  the  state's  substantial 
Native  American  population. 

And  at  PSI  Energy,  Chairman 
James  E.  Rogers,  Jr.  says,  "We 
provide  strategic  planning,  guid- 
ance, training  and  development 
programs  to  further  our  commu- 
nity organization's  expertise  in 
the  area  of  economic  develop- 
ment. PSI  Energy  also  provides 
program  sponsorship  as  well  as 
direct  financial  assistance  to  local 
organizations  which  re-invest 
those  funds  into  the  community's 
growth  programs."  In  many  loca- 
tions, the  electric  utility  is  a  lead- 
er in  job-training  programs  and 
other  efforts  that  not  only  help 
people  get  jobs,  but  also  help  em- 
ployers find  workers. 

Doing  Some  Plain  Old 
Marketing 

Utilities  also  do  plain  old  mar- 
keting. Under  Detroit  Edi- 
son's TIP  (Target  Industry 
Program),  the  company  periodi- 
cally calls  on  companies  it  has 
identified  as  having  growth  po- 
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tential  and  likely  to  benefit  from  a 
southeastern  Michigan  location. 
The  TIP  call  seeks  to  establish 
and  maintain  a  link  with  the  com- 
pany's key  decision  makers  and 
remind  them  to  contact  Detroit 
Edison  for  the  company's  eco- 
nomic development  needs. 

Similarly,  Pennsylvania  Power 
&  Light  seeks  new  industries 
through  national  advertising  and 
direct-mail  campaigns.  Those 
firms  that  indicate  an  interest  in 
the  area  are  provided  with  plant 
location  data,  including  descrip- 
tions of  available  properties  and 
key  plant  location  factors.  Per- 
sonal follow-up  contacts  are 
made  by  PP&L's  professional 
plant  location  specialists,  who 
sometimes  arrange  and  conduct 
personal  inspection  tours  of  ap- 
propriate properties  and  commu- 
nities for  executives  from  inter- 
ested firms. 

Mississippi  Power  has  run  a 
national  advertising  campaign  ex- 
tolling the  "Mississippi"  story,  and 
Public  Service  of  Oklahoma  has 
conducted  a  "Great  State"  adver- 
tising campaign  in  various  maga- 
zines since  1985.  This  has  result- 
ed in  some  250  inquiries  from 
companies  interested  in  the 
state  and  more  than  100  visits. 
At  Alabama  Power,  economic  de- 
velopment officials  have  joined 
with  representatives  of  various 
Alabama  communities  to  under- 
take domestic  and  international 
"prospecting"  trips  to  visit  with 
companies  thinking  about  locat- 
ing in  the  state. 

Electric  utilities  are  prepared 
to  go  to  some  length  to  generate 


interest  in  their  service  areas.  In 
an  effort  to  communicate  better 
with  the  many  Japanese  compa- 
nies considering  development  of 
manufacturing  facilities  in  the 
U.S.,  AEP  and  PacifiCorp  have 
each  established  an  office  in 
Tokyo  to  arrange  appointments 
for  visitors  from  their  economic 
development  teams. 

* 

Keeping  What's  There 

While  ranging  far  and  wide  in 
search  of  new  business, 
electric  utilities  recognize 
that  the  best  prospects  for  their 
service  areas  are  firms  that  are  al- 
ready there.  Thus,  business  re- 
tention has  become  an  increas- 
ingly important  goal.  That's  why 
PP&L  and  others  have  Business 
Retention  Programs. 

Electric  utilities  operate  a 
broad  range  of  economic  devel- 
opment activities,  and  they  go  to 
great  lengths  to  ensure  they 
work  closely  with  others  who 
have  similar  goals.  Utah  Governor 
Bangerter  says,  "From  my  van- 
tage point,  it's  clear  that  econom- 
ic development  works  best  when 
it's  a  cooperative  effort  of  private 
and  public  organizations."  And 
that's  what  electric  utilities  strive 
to  achieve. 

At  PSI  Energy,  Chairman 
James  Rogers  says,  "As  a  leading 


corporate  citizen  of  Indiana,  we 
feel  it  is  important  that  we  join 
the  partnership  formed  by  the 
various  economic  development 
organizations."  Similarly,  at 
Philadelphia  Electric,  Chairman 
Joseph  Paquette  says,  "We  work 
closely  with  state  and  local  agen- 
cies and  development  groups." 
He  adds  that  utilities  provide 
"continuity  because  sometimes 
state  and  city  programs  increase 
or  decrease  depending  on  bud- 
get considerations  and  changes 
in  administration,  but  we're  al- 
ways here." 

Art  Taylor,  a  regional  man- 
ager of  the  California  Department 
of  Commerce,  says,  "As  a  state 
agency,  we  just  can't  do  it  alone. 
We  need  people  to  work  with  us 
as  partners.  PG&E  has  been  sup- 
portive financially  and  in  every 
other  way."  And  Jon  Whiteman, 
executive  director  of  the  Yuba 
City  Economic  Development  Pro- 
gram, adds,  "I  consider  PG&E's 
efforts  part  of  my  overall  reten- 
tion and  attraction  program." 

Whether  it's  information  or 
loans,  leadership  or  cooperation, 
significantly  discounted  incentive 
rates  or  just  free  maps,  electric 
utilities  can  do  much  to  make 
economic  development  happen  in 
their  service  areas.  In  many  parts 
of  the  country,  day  after  day,  the 
local  electric  utility  is  showing 
that  it's  as  effective  at  generating 
jobs  and  business  as  it  is  at  gener 
ating  power.  ■ 


David  S.  Glick  is  a  freelance  writer 
based  in  New  York. 
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Our  colleges  have  devised  a  system  to  milk  students' 
families  and  the  government.  Piously,  they  call  the 
system  "financial  aid  for  the  needy." 

Price  gouging 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Academic  fraud  and  misconduct,  in 
various  forms,  have  received  media 
attention  over  the  past  year — but  not 
nearly  as  much  attention  as  they  de- 
serve, nor  has  the  criticism  of  this 
misconduct  been  nearly  as  severe  as  it 
would  have  been  if  a  business  had 
done  the  same  things. 

Imagine  a  group  of  business  execu- 
tives meeting  regularly  for  more  than 
30  years  to  exchange  information  on 
their  proposed  price  increases.  Yet ' 
this  has  been  an  acknowledged  prac- 
tice of  all  eight  Ivy  League  colleges, 
mit,  Amherst,  Wellesley  and  a  dozen 
other  academic  institutions  which 
formed  a  cartel  calling  themselves 
"the  overlap  group."  Exchanging  tu- 
ition information  was  only  one  part  of 
their  collusion,  which  covered  faculty 
salaries  and  student  financial  aid  as 
well. 

Any  businessmen  known  to  have 
engaged  in  such  collusion  could  ex- 
pect widespread  media  denunciation 
as  a  certainty  and  antitrust  prosecu- 
tions as  a  high  probability,  with  jail 
sentences  being  by  no  means  out  of 
the  question.  Instead,  the  academic 
officials  and  institutions  involved  have 
been  allowed  to  sign  a  consent  decree, 
agreeing  not  to  collude  in  the  future. 
Attorney  General  Richard  Thorn- 
burgh's  statement  on  the  issue  was 
the  mildest  kind  of  reproof,  and  the 


media  have  almost  unanimously 
bought  the  colleges'  claim  that  their 
financial  aid  policies  were  designed  to 
benefit  "needy  students." 

At  one  time,  financial  aid  was  in  fact 
a  way  of  enabling  needy  students  to 
attend  college.  Today  its  role  has 
expanded  far  beyond  that  and  has 
changed  the  whole  character  of  tu- 
ition. Most  of  the  students  attending 
most  elite  colleges  receive  so-called 
financial  aid.  At  Harvard,  for  example, 
the  average  financial  aid  recipient  in 
1990-91  came  from  a  family  with  an 
annual  income  of  $45,000 — and  doz- 
ens came  from  families  with  incomes 
exceeding  $100,000.  Nor  is  Harvard 
unique  in  this  respect.  Similar  pat- 
terns can  be  found  at  other  private 
colleges  across  the  country.  The  me- 
dia may  be  gullible  enough  to  believe 
that  college  financial  aid  is  about 
"needy  students,"  but  the  brutal  real- 
ity is  that  it  is  about  price  discrimina- 
tion, to  extract  all  that  the  traffic  will 
bear,  both  from  students'  families  and 
from  the  government. 

There  is  nothing  mysterious  about 
how  they  do  it.  As  with  some  com- 
mercial sellers  of  products  and  ser- 
vices, colleges  charge  a  list  price  (tu- 
ition), set  far  above  what  most  people 
can  or  will  pay,  and  then  offer  varying 
discounts  (financial  aid),  so  that  they 
are  charging  each  customer  what  the 
traffic  will  bear.  That  is  why  financial 
aid  goes  to  people  whose  incomes  are 
far  above  what  most  Americans  con- 
sider "needy"  and  in  fact  often  fall 
into  a  range  which  liberal  congress- 
men and  liberal  editorial  writers  usu- 
ally define  as  "the  rich." 

For  ordinary  commercial  business- 
es, price  discrimination  risks  prosecu- 
tion under  the  Robinson- Patman 
Act.  For  academic  institutions,  price 
discrimination  is  an  accepted  norm. 
Moreover,  while  a  commercial  enter- 
prise may  be  able  to  separate  its  cus- 
tomers into  a  few  categories,  to  be 


charged  different  prices,  the  23  elite 
colleges  in  the  cartel  investigated  by 
the  Justice  Department  were  able  to 
charge  every  single  student  a  differ- 
ent price. 

Although  there  were  thousands  of 
students  who  applied  to  more  than 
one  college  in  this  cartel,  any  given 
student  would  be  charged  the  same 
net  price  (tuition  minus  financial  aid), 
whether  he  went  to  Harvard  or  Yale, 
MIT  or  Amherst.  That  student's 
neighbor  or  classmate  might  be 
charged  a  different  net  price,  but  that 
price  too  would  be  the  same  from  any 
college  in  the  cartel. 

One  young  man,  who  considered 
the  financial  aid  packages  he  was  of- 
fered by  Yale  and  Brown  to  be  inade- 
quate for  him  to  attend  either  institu- 
tion, discovered  that  it  was  difficult 
to  get  the  package  altered  because 
"each  could  alter  a  package  only  after 
consulting  with  the  other."  That's 
carrying  collusion  and  price  discrimi- 
nation right  down  to  the  individ- 
ual level. 

In  addition  to  the  kind  of  financial 
aid  which  is  simply  a  discount  on 
paper,  there  is  other  financial  aid  in 
which  money  actually  changes  hands. 
Most  of  the  latter  is  provided  by  the 
federal  government,  either  directly  or 
by  underwriting  student  loans.  Un- 
fortunately, the  government  has  de- 
vised formulas  which  virtually  guaran- 
tee that  tuition  will  rise  to  levels  unaf- 
fordable  by  most  people.  At  the  heart 
of  these  formulas  is  the  "expected 
family  contribution"  based  on  family 
income,  assets,  number  of  children 
and  other  indicators  of  ability  to  pay. 
The  government's  aid  is  available 
when  the  cost  of  college  exceeds  this 
"expected  family  contribution." 
Even  a  small  college  could  lose  mil- 
lions of  dollars  annually  in  federal  aid 
if  it  kept  tuition  affordable. 

All  these  incentives — federal  subsi- 
dies and  virtual  exemption  from  anti- 
trust laws — have  produced  exactly 
what  would  be  expected:  skyrocket- 
ing tuition,  collusion  and  price  dis- 
crimination, all  to  the  tune  of  pious, 
self-righteous  rhetoric.  Milton  Fried- 
man has  estimated  that  colleges  could 
operate  at  a  profit  charging  half  what 
the  Ivy  League  schools  charge.  But 
why  should  they,  as  long  as  we  are 
willing  to  pay  more,  either  as  parents 
or  as  taxpayers?  Bi 
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Taiwanese  electronics  firms  were  once 
just  copycats.  That  has  changed. 
Consider  how  Bobo  Wang  out-innovated 
top  U.S.  and  Japanese  firms. 

Bobo  Wang's 
midlife  crisis 


By  Andrew  Tanzer 

By  1980  Shanghai-born,  Taiwan- 
bred  Bobo  Wang  had  grown  compla- 
cent with  his  midlevel  computer  engi- 
neering job  at  Xerox,  about  the  same 
time  that  many  of  his  transplanted 
Taiwanese  cronies  had  lost  interest  in 
their  jobs.  "We  were  in  our  mid-30s 
and  had  a  midlife  crisis,"  explains 
Wang,  now  44,  a  brash,  voluble  ucla- 
educated  computer  scientist  who 
seems  to  have  shed  his  Confucian 
humility  and  reserve  in  southern  Cali- 
fornia. "We  decided  to  change  our 
lives."  So  Wang  and  four  friends 
founded  a  little  electronics  company. 

With  Wang  as  president,  this  group 
of  five  Californian  Taiwanese — three 
Xerox  engineers  and  two  M.B.A.s 
from  the  University  of  Southern  Cali- 
fornia— invested  $1  million  and 
founded  Microtek  International  in 
Hsinchu,  Taiwan.  They  got  started  by 
designing  a  few  obscure  pieces  of 
electronic  test  equipment,  but  quickly 
got  interested  in  desktop  image  scan- 
ners, devices  like  faxes  that  turn  im- 
ages into  long  series  of  digital  blips 
that  can  then  be  manipulated  on  a 
personal  computer.  Today  Microtek 
(estimated  1991  sales,  $100  million) 
vies  with  Hewlett-Packard  for  leader- 
ship in  image  scanners. 

Bobo  Wang's  company  has  become 
the  darling  of  the  frothy  Taiwan  Stock 
Exchange.  When  Microtek  went  pub- 
lic in  late  1988,  its  shares  were  150 
times  oversubscribed,  a  local  record. 
The  stock  currently  has  a  market  capi- 
talization of  $450  million,  or  40  times 
last  year's  earnings,  valuing  top  man- 
agement's 50%  stake  at  $225  million. 
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Wang  is  worth  $25  million  on  paper. 

It  used  to  be  that  Taiwanese  elec- 
tronics firms  had  a  reputation  for 
being  copycats.  Foreign  manufactur- 
ers such  as  IBM  and  Apple  regularly 
took  them  to  court  over  patent  issues. 
Thatreputation  is  changing.  In  a  sign 
'that  the  Taiwanese  are  finally  devel- 
oping original  products,  local  tech- 
nology companies  are  starting  to  sue 
each  other.  Microtek  recently  sued  a 
local  competitor  founded  by  ex-Mi- 
crotek employees  for  stealing  trade 
secrets  and  technical  knowhow. 

Microtek's  first  product,  a  circuit 
emulator,  was  a  hit.  This  is  a  tool  used 
by  electronics  engineers  to  design  and 
debug  new  products.  Microtek's  ver- 
sion was  a  tiny  fraction  of  the  size  and 


cost  of  existing  products  made  by  HP 
and  Intel.  Microtek  continues  to  be  a 
technical  leader  in  the  emulators,  and 
was  the  first  to  market  with  emulator 
tools  for  the  Intel  386  and  486  micro- 
processors. Last  year  Microtek  ac- 
quired Microcosm,  a  producer  of  mi- 
cro emulators  in  Hillsboro,  Ore. 

But  the  ebullient- Wang  quickly  set 
his  sights  on  bigger  things.  In  late 
1984  Microtek  launched  a  low-priced 
black-and-white  image  scanner  and 
quickly  became  a  leader  in  what  was 
then  a  limited,  specialized  market. 
The  lead  was  short-lived.  A  few  years 
later  Microtek  was  elbowed  aside  by 
HP,  which  launched  a  series  of  lower- 
priced,  gray-scale  scanners  supplied 
by  Japan's  Canon.  These  machines 


are  widely  used  by  desktop  publishers 
and  by  large  handlers  of  documents, 
such  as  law  firms  and  government 
offices.  Mutters  Wang:  "HP  stands  for 
high  price,  but  this  time  they  had  a 
cheap  product." 

Microtek  counterattacked  in  late 
1989  with  its  $2,695  color  scanner, 
about  a  third  the  price  of  the  then- 
leading  color  scanner,  made  by  Sharp. 
MacUser  magazine  called  Microtek's 
product  a  "breakthrough  in  price, 
image  quality  and  value."  Says  Kristy 
Holch,  senior  market  analyst  at  bis 
Strategic  Decisions,  a  Norwell,  Mass. 
research  firm:  "They  figured  out  a 
way  for  gray-scale  scanners  to  handle 
color  without  adding  much  cost.  It's 
taken  a  while  for  anyone  to  come  out 


Microtek 
International 
President 
Bobo  Wang 
The  reverse 
brain  drain 
enriches 
Taiwan. 


with  a  competitive  product."  By  rede- 
signing the  product  and  bringing 
down  prices,  Microtek  broadened  the 
market  for  color  scanners. 

Hewlett-Packard  still  leads  in  the 
gray-scale  scanner  business,  but  Mi- 
crotek dominates  the  faster- growing 
color  market.  Epson  and  other  Japa- 
nese electronics  heavyweights  have 
entered  the  color  scanner  business, 
but  Wang  remains  cocky.  "We've 
been  competing  with  Japan  for  ten 
years.  They're  afraid  of  us;  we're  not 
afraid  of  them." 

In  its  skills  at  product  miniaturiza- 
tion and  its  heavy  investment  in  re- 
search and  development,  Microtek 
resembles  a  Japanese  company.  Mi- 
crotek invests  1 0%  of  sales  in  r&d,  and 
25%  to  30%  of  the  company's  600 
employees  around  the  world  work  in 
research.  Last  year  revenues  shot  up 
60%,  to  $59  million,  and  the  company 
earned  $11  million  aftertax;  this  year 
Microtek  is  projecting  a  net  of  $16 
million,  on  sales  of  $100  million. 

But  in  other  ways  the  company  is 
very  un- Japanese,  with  its  faster  deci- 
sion making  and  a  highly  decentral- 
ized structure.  The  company's  scan- 
ner unit  is  run  from  Torrance,  Calif, 
by  American  managers.  The  micro 
emulator  division  is  based  in  Oregon. 
Corporate  conferences  are  conducted 
in  English. 

Microtek  is  not  sitting  on  its  laurels. 
In  April  it  launched  a  color  slide 
scanner,  capable  of  handling  35  mm 
slides,  priced  at  $2,999,  about  one- 
third  the  price  of  existing  models  sold 
by  competitors  such  as  Nikon  and 
Sharp.  Boasts  Wang:  "Every  art  de- 
signer and  PR  department  will  want  to 
own  one." 

Many  of  Microtek's  scanner  cus- 
tomers probably  believe  the  company 
is  American.  Says  Jennifer  Mitchell, 
senior  industry  anaiyst  at  market  re- 
searcher Dataquest:  "Unlike  some  of 
the  other  transplants  from  the  Far 
East,  Microtek  has  maintained  a  U.S. 
flavor." 

Come  to  the  U.S.  to  get  educated 
and  trained,  then  go  home  and  get 
rich.  It's  hardly  what  the  immigration 
service  has  in  mind  when  it  issues 
thousands  of  visas  to  Taiwanese  stu- 
dents each  year.  But  that's  the  risk  it 
runs  to  attract  foreigners  to  fill  science 
and  engineering  classrooms  aban- 
doned bv  American  students.         M 
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Feeling  smug  about  the  U.S.'  lead  in  computer 
software?  Don't.  A  French  outfit,  little  noticed  here,  is 
mounting  a  challenge  that  shouldn't  be  ignored. 

The  Napoleon 
of  software 


By  John  Marcom  Jr. 

With  hardware  prices  crashing,  it's 
no  surprise  that  IBM  expects,  by  the 
turn  of  the  century,  to  get  more  than 
half  its  revenue  from  software,  service 
and  support.  Who  will  be  its  competi- 
tors in  this  faster -growing  part  of  the 
data  processing  industry?  The  obvi- 
ous answers  are  also  American:  the 
Electronic  Data  Systems  unit  of  Gen- 
eral Motors,  Computer  Sciences 
Corp.  and  Arthur  Andersen,  nowa- 
days as  much  a  computer  firm  as  an 


accountant.  But  if  a  far-sighted 
Frenchman  named  Serge  Kampf  has 
his  way,  the  market  will  be  anything 
but  a  walkover  for  the  U.S. 

In  1967  Kampf  left  Groupe  Bull 
(then  part  of  General  Electric's  com- 
puter business,  now  an  ailing  ward  of 
the  French  state)  to  found  Sogeti  S.A. 
Today  the  French  group  is  far  and 
away  the  European  leader  in  comput- 
er services,  with  1990  revenues  of 
nearly  $2  billion.  Sogeti's  listed  unit, 


Serge  Kampf,  Sogeti's  founder  and  chief 
Europe's  answer  to  Ross  Perot. 


Cap  Gemini  Sogeti  S.A.,  posted  reve- 
nues of  $1.7  billion  in  1990.  Net 
climbed  17%,  to  over  $100  million.  It 
ranks  itself  number  one  in  Europe, 
and  number  four  in  the  world,  behind 
IBM,  eds  and  Computer  Sciences 
Corp.-,  and  just  ahead  of  Andersen. 
*.  On  a  continent  that  has  been  hos- 
tile to  American-style  entrepreneurs, 
Kampf  stands  out  as  maybe  the  near- 
est thing  to  eds  founder  Ross  Perot. 
Sogeti  grew  as  an  assembly  of  small, 
autonomous  groups  of  programmers- 
for-hire  scattered  around  France, 
sharing  tight  financial  controls  and  a 
thoroughly  professional  reputation. 
In  the  industry,  this  is  what's  known 
as  a  "body  shop" — a  temporary-help 
agency  for  computer  users. 

But  Sogeti's  technical  sophistica- 
tion is  not  to  be  belittled.  The  group 
has  provided  much  of  the  brainpower 
behind  France's  computerized  tele- 
phone directory,  on  whose  terminals 
one  can  summon  up  any  telephone 
number  in  the  nation,  as  well  as  book 
flights,  theater  seats  or  even  amorous 
liaisons.  Around  100  programmers 
are  still  at  work  on  upgrading  the 
system.  Last  year  Electricite  de 
France,  the  state  electric  company, 
named  Cap  Gemini  the  prime  con- 
tractor for  a  $60  million  project  to 
deploy  1,000  remote-controlled 
computers  to  monitor  power  genera- 
tion and  distribution  around  the 
country.  Big  French  banks,  including 
Credit  Agricole  and  Credit  Lyonnais, 
rely  on  Kampf  s  firm,  too. 

Outside  France,  Kampf  has  strong 
positions  in  Scandinavia  and  the 
Netherlands.  English  is  the  language 
of  Sogeti,  and  has  been  for  ten  years. 
"I  was  a  European  in  1975,"  he  says, 
more  as  explanation  than  boast.  "No- 
body was  European  in  1975." 

Kampf,  56,  retains  nearly  complete 
control  of  the  group  through  a  hold- 
ing company  structure.  He  eschews 
the  glamour  of  politics  and  high  life 
that  ensnares  most  of  France's  pa- 
trons, and  tries  to  restrict  his  public 
appearances  to  an  annual  press  con 
ference.  Managers  work  in  an  elegant 
headquarters  overlooking  the  Arc  de 
Triomphe,  but  Kampfs  base  remains 
in  his  hometown  of  Grenoble. 

Last  year  Kampf  staked  out  choice 
ground  in  the  U.K.,  spending  $345 
million  to  take  control  of  the  national 
leader   in    computer   services    there, 
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Anacomp  introduces  the  fastest, 
most  efficient,  most  productive 
information  and  image  management 
(I&JM)  system  in  the  world:  The 
DatagraphiXXFP2000™. 

WeCanPutAMillionPages 

Of  Images  And  Information 

Inside  This  Box. 

This  new  micrographics  system  has 
spawned  a  wondrous 
storage  fiche  we  call 
"WonderFiche." 
It  has  all  the  ad' 
vantages  of  space 
and  paper  savings 
that  alone  may  pay 
for  the  cost  of  the  system. 

The  Fiche  ThatCan  Help  You 
Find  A  Needle  In  A  Haystack, 

Thanks  to  Advanced  Function 
Indexing™ ,  and  our  exclusive 
retrievaTsystem,  Anatrieve™ ,  you 
can  put  your  finger  on  what  you 
need  and  output  it  faster  than  you 


can  say  "I  want  it 
and  I  want  it  now! " 

The  Flying  Fiche. 

If  speed  is  important, 
you  should  know  that  our 
new  system,  thanks  to  state-of- 
the-art  software,  ourpatented  contin- 
uous motion  laser  imaging  system  and 
the  like,  can  process  Ache  twice  as  fast 
as  any  other  micrographics  system. 
Over  30,000  lines  per  minute  fast. 

WhatYouPutln 
IsWhatYouGetOut. 

Anacomp's  new  DatagraphiX  XFP 
2000™  istheonlyComputerOutput 
Microfilm  (COM)  system  with 
the  ability  to 
output  a 
vanetyof 
fonts,  forms, 
signatures, 
logotypes, 
invoices  and 
statements 


which  have  the  "branded"  and 
"corporate-look"  of  the  original,  and 
which  can  be  output  with  raw  alpha- 
numeric data  of  sales  transactions. 

The  Wonder  Fiche: 

It's  A  Perfect  Marriage  Of 

Micrographics  And  The  Most 

Advanced  Computer  Technology. 

Don't  let  us  be  the  WonderFiche 
that  got  away.  For  information  on 
owning  an  Anacomp  I  &  IM  system, 
or  onhandlingyour  needs  through 
one  of  our  service  bureaus,  write 
J .  Mark  Woods,  E.V.P.,  Anacomp, 
Inc.,  3060  Peachtree  Road,  N.  WT, 
Suite  1700,  Atlanta,  GA30305.  Or 
call404-262-2667. 

THE  IMAGE  OF  THE  FUTURE. 

anacomp 

©1991  Anacomp,  Inc.  Anacomp  and  DatagraphiX  are  registered 
trademarks  of  Anacomp,  Inc.  DatagraphiXXFP2000(andXFP 
2000),  Advanced  Function  Indexing  and  Anatrieve  are  trademarks 
of  Anacomp,  Inc. 


"Our  vision  was  to  make  the  whole 
banking  process  more  comfortable 
for  our  customers,  and  at  the  same 
time  to  turn  the  traditional  retail 
delivery  system  into  a  better  sales 
and  service  tool. 

"We  realized  one  of  the  best  ways 
to  do  this  was  through  advanced 
technology,"    according    to    Bob 


Norman  Goldberg.  Digital 


Salipante,  Executive  Vice  President 
at  Ameritrust. 

And  that's  why  they  turned  to 
Digital.  Norm  Goldberg,  Vice 
President,  Banking  and  Investments 
Business  Unit  at  Digital  elaborates, 
"By  developing  a  retail  delivery 
solution  built  upon  the  DECbank™ 
branch  platform,  we  allow  customer 
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service  representatives  to  review 
any  retail  product  or  customer  proli  le 
at  the  touch  of  a  button." 

For  Ameritrust,  that  means  better 
account  service  to  any  customer. 
Salipante  says,  "With  DECbank, 
we  created  an  environment  where  it's 
easy  to  explore  different  'what  il 
scenarios  with  a  customer.  At  tin- 
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same  time,  it  ensures  that  our  branch 
people  give  out  information  that's 
accurate  and  consistent. 

"Digital  has  helped  Ameritrust 
re-engineer  the  way  we  work  in  our 
branch  offices.  And  the  results  are 
improved  customer  service  and 
increased  retail  sales." 

Best  of  all,  Ameritrust  didn't  have 


to  give  up  their  existing  equipment  to 
do  this.  As  Goldberg  explains,  "With 
our  Network  Application  Support 
(NAS)  and  systems  integration 
services,  we  tied  together  the 
different  systems  in  each  branch 
and  then  connected  them  with  the 
corporate  mainframe." 

"The  Digital  team  came  in  and 


made  it  work,"  adds  Sahpante.  "We 
got  100  branches  on  line  within  45  days 
of  a  target  we  set  three  years  ago." 

And    they're    already    seeing 
handsome  dividends. 

Says  a  very  pleased  Salipante,  "I'd 
say  that  we  now  have  the  best  retail 
delivery  system 
in  America." 
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Hoskyns  Pic.  And  Sogeti  bought  two 
respected  U.S.  management  consult- 
ing firms,  Morristown,  N.J. -based 
United  Research  and  MAC  Group  of 
Cambridge,  Mass.  The  two  firms, 
now  combined  as  Gemini  Consult- 
ing, aim  to  quadruple  in  size  over  the 
next  few  years — matching  the  current 
size  of  McKinsey  &  Co. 

Management  consultants?  KampPs 
purchases  reflect  the  fact  that  compli- 
cated, risky  decisions  about  informa- 
tion technology  are  becoming  a  pre- 
occupation of  top  managers.  Says 
James  N.  Kelly,  who  runs  Gemini 
Consulting  in  Europe:  "The  [con- 
sulting] marketplace  has  changed, 
from  'Give  me  ideas  and  insights,'  to 
'You've  got  to  help  me  do  something 
dramatic  and  recognizable.'  " 

World  spending  on  software,  ser- 
vices and  consulting  last  year,  about 
$170  billion,  probably  passed  expen- 
ditures on  computer  hardware  for  the 
first  time.  Mention  software  to  a  U.S. 
investor  and  the  first  companies  to 
pop  into  his  mind  are  vendors  of  off- 
the-shelf  packages  like  Microsoft  and 
Lotus  Development.  But  Sogeti,  like 
Andersen  or  EDS,  is  very  different.  It 
earns  its  money  as  it  goes,  more  or  less 
like  a  construction  firm,  in  contrast  to 
packaged  application  software  com- 
panies, whose  economics  sooner  re- 
semble those  of  moviemakers  or  book 
publishers.  Sogeti's  side  of  the  soft- 
ware industry  tends  to  have  smaller 
profit  margins  than  Microsoft's  side, 
but  there  is  much  more  business  in  it. 

Sogeti  claims  7%  of  the  European 
market,  3%  of  the  world  market,  for 
the  services  it  offers.  These  include 
straightforward  consulting:  You  hand 
us  a  problem,  we'll  tell  you  how  to  fix 
it,  or  fix  it  ourselves,  and  bill  you  by 
the  hour.  Companies  frequently  need 
such  help  when  they  scrap  their  old 
mainframes  to  move  to  smaller,  inter- 
changeable computers,  these  days  of- 
ten using  Unix.  Making  the  switch- 
over is  "like  trying  to  do  a  brain 
transplant,"  says  Robert  J.  Sywolski, 
head  of  Cap  Gemini  America. 

The  next  step  is  "systems  integra- 
tion": submitting  all-in-one  bids  to 
deliver  working  packages  of  hardware 
and  software  that,  for  instance,  will 
automate  a  factory  or  computerize  a 
billing  process.  Nearly  every  comput- 
er manufacturer,  looking  at  the  poor 
profit  margins  in   selling  boxes  of 


wires,  wants  to  be  a  systems  integra- 
tor. Sogeti  argues  it  can  better  be 
trusted,  as  it  is  free  from  pressure  to 
peddle  its  own  merchandise. 

With  Hoskyns,  Sogeti  now  com- 
petes directly  with  EDS  in  "facilities 
management":  taking  over  a  compa- 
ny's entire  computer  operations,  just 
as  cleaning  subcontractors  have  pretty 
much  replaced  janitors.  When  Han- 
son, the  takeover  specialist,  buys  a 
company,  Hoskyns  says  it's  not  far 
behind.  H.J.  Heinz  is  turning  over 
some  of  its  U.K.  computer  operations 
to  Hoskyns  as  the  first  step  to  a  Eu- 
rope-wide relationship  with  Sogeti. 
No  corporation  nowadays  would  pre- 
sume to  be  able  to  build  its  own  office 
or  factory  buildings,  and  few  would 
produce  their  own  advertisements. 
Kampf  and  many  other  industry  lead- 
ers believe  it's  only  a  matter  of  time 
before  companies  feel  the  same  way 
about  computers. 

Particularly  in  Germany  and  Japan, 
most  big  companies  have  yet  to  be 
convinced.  But  the  Germans  and  the 
Japanese  are  beginning  to  appear  on 
the  horizon.  Imitating  General  Mo- 
tors' EDS,  Daimler-Benz  recently  set 
up  its  information  processing  depart- 
ment as  an  independent  company  that 


United  Research's 
Daniel  Valentino  (left) 
and  MAC  Group's  James  Kelly 
If  consultants  can  get 
into  computing,  why 
can't  computer  companies 
get  into  consulting? 


can  bid  for  work  from  other  clients. 

Sogeti  executives  face  a  lot  of  com- 
petition, but  they  take  heart  from 
their  success  thus  far  with  acquisi- 
tions. Gerard  Mezin  sure  seems  happy 
to  have  sold  his  company,  itmi,  to 
Sogeti  four  years  ago.  He  founded  the 
^company  in  1982,  aiming  to  apply 
some  of  the  computer  expertise  resi- 
dent at  the  University  of  Grenoble, 
but  his  original  industrial  backers 
frustrated  his  expansion  plans. 

There  are  no  such  problems  now, 
he  says.  ITMI  specializes  in  machine 
vision.  It  has  developed  systems  to 
monitor  such  production  tasks  as  fill- 
ing Evian  water  bottles  and  packaging 
Chanel  cosmetics.  It  is  helping  Mazda 
develop  a  driverless  car  that  will  be 
able  to  detect  road  obstructions  and 
brake  automatically.  This  year  Mezin 
expects  a  40%  jump  in  revenue,  to 
about  $14  million. 

In  some  respects,  Sogeti's  strategy' 
echoes  that  of  Britain's  Saatchi  & 
Saatchi  and  wpp  advertising  groups, 
complete  with  some  unusual  account- 
ing. Cap  Gemini's  latest  balance  sheet 
carries  $430  million  of  intangible  as- 
sets described  as  "market  share"  aris- 
ing from  the  purchase  of  Hoskyns. 
Had  that  sum  been  classed  as  good- 
will, it  would  have  been  charged 
!  against  profit;  Sogeti  says  Hoskyns' 
'  market  share,  sewn  up  in  multiyear 
contracts,  is  "considered  durable  in 
time  and  earning  potential." 

Cap  Gemini  shares  fell  to  the  equiv- 
alent of  $62  in  reaction  to  Kampf  s 
admission  in  May  that  net  income  will 
shrink  this  year  to  6%  of  revenue,  from 
the  usual  8%.  Conveniently,  the  dec- 
laration came  just  after  a  share  offer- 
ing at  $77.50  (including  a  warrant). 
Cap  Gemini  Sogeti  shares  recently 
traded  at  17  times  last  year's  earnings, 
still  at  a  premium  to  the  Paris  market 
(see  story,  p.  212). 

In  a  chorus  now  led  by  France's 
new  prime  minister,  Edith  Cresson, 
many  Europeans  are  despairing  about 
their  prospects  in  electronics.  But 
Cresson  may  be  selling  her  own  citi 
zens  short.  France  has  "very  good 
intellectual  horsepower,"  says  Genu 
ni  Consulting's  Kelly.  "They  are  very 
good  at  systematic,  logical  problems, 
and  their  information  technology 
field  has  been  ahead  of  a  lot  of  the 
world.  What  Serge  has  managed  is  to 
build  on  that  basic  competence."  §■ 
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This  business  has  trouble  with  their  800  service. 


This  truck  should  be  filled  with  shipments.  But 
something  has  happened  to  this  catalog  company's  800 
service.  Now  they  cant  get  their  calls.  And  all  they  can 
do  is  wait. 

If  only  they  had  AT&T  800  Service,  they'd  be 
automatically  protected  by  the  AT&T  800  Assurance 
Policy* 

If  trouble  hits,  and  you  can't  get  800  calls,  AT&T 
guarantees  to  get  you  back  in  touch  with  your  customers 
within  30  minutes.  We  can  reroute  your  calls  to  any 


working  phone  or  provide  you  with  a  customized 
recorded  announcement. 

With  AT&T,  your  800  service  is  guaranteed.  Your 
business  is  protected.  With  anothei  800  service, 
who  knows? 

Better  service,  better  results. 
Another  AJ&T  advantage. 

For  more  information,  call  your  AT&T  Account 
Executive  or  1 800  222-0400. 


©  1991  AT&T  "Applies  to  all  domestic  800  services,  except  intrastate  basic. 


AT&T 

The  right  choice. 


COMPUTERS/COMMUNICATIONS 


ON  Technology 
gets  on  track 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


ON  Technology  was  bom  with  a 
silver  spoon  in  its  mouth.  Based  in 
Cambridge,  Mass.,  it  was  the  second 
company  of  Mitchell  Kapor,  whose 
first  was  Lotus  (1-2-3)  Development 
Corp.  on  was  going  to  do  great  things 
in  technology,  building  a  new  operat- 
ing system  in  the  new-wave  software 
style  called  object-oriented  program- 
ming. On  this  foundation  was  going 
to  be  built  the  next  generation  of 
applications. 

Trouble  was,  not  even  Kapor  could 
win  the  backing  of  the  various  hard- 
ware manufacturers  who  would  be 
needed  to  support  and  sell  the  operat- 
ing system.  Now,  the  basic  concepts 
behind  on  have  been  accepted — wit- 
ness the  Next  machine  and  various 
operating  system  projects  at  Micro- 
soft (New  Technology),  ibm  (Con- 
stellation/Patriot Partners)  and  Sun 
Microsystems.  But  in  the  meantime 
ON  has  changed  course. 

Like  a  stern  but  loving  parent, 
Kapor  told  ON  to  make  it  on  its  own: 
He  wasn't  going  to  personally  i  nd  an 
effort  with  no  visible  customers  on 
cut  a  third  of  its  30-plus  people,  ridd- 
ing some  marketing  expenditure  '^ut 
slashing  development  efforts  to  h  as 
on  specific  products  that  could  >e 
delivered  soon.  That  was  in  1989,  and 
ON  is  now  just  about  ready  to  ship  its 
third  product,  Instant  Update.  The 
first  two,  on  Location  and  Meeting 
Maker,  are  moderate  successes — not 

118 


l-2-3s,  but  enough  to  fund  the  com- 
pany's continuing  growth. 

With  Instant  Update,  however,  on 
may  be  on  the  way  to  achieving  its 
long-term  goals  through  the  back 
door.  This  product  relates  closely  to  a 
computer's  operating  system. 

An  operating  system  is,  in  the  first 
instance,  the  computer's  housekeep- 
er, managing  such  tasks  as  storing  and 
retrieving  files.  DOS,  the  original  oper- 
ating system  from  Microsoft  and  IBM, 
did  not  do  much  more  than  this.  But 
an  operating  system  can  do  much 
more.  OS/2,  for  example,  also  man- 
ages the  display  of  characters  and 
images  on  the  screen,  and  controls  the 
interaction  among  programs  running 
simultaneously  and  communicating 
with  each  other  on  personal  comput- 
ers (something  mainframe  operating 
systems  have  been  doing  for  a  long 
time  now). 

As  operating  systems  take  on  more 
functions,  life  should  become  easier 
for  people  who  create  application  pro- 
grams. The  applications  no  longer 
need  to  handle  some  tasks,  such  as 
displaying  an  image  or  sending  a  piece 
of  mail,  if  the  operating  system  can  do 
the  work.  Also,  application  vendors 
and  users  can  count  on  a  standard 
configuration  and  standard  services, 
just  as  cars  and  drivers  can  count  on 
finding  the  right  gasoline  at  any  ser- 
vice station. 

The  next  task  that  many  operating 
systems  are  starting  to  take  over  is  not 
just  opening  and  closing  files  but 
managing  them  intelligently — so 
that,  for  example,  you  can  not  only 
search  for  a  cryptic  8-character  file 
name  (widget.txt)  prefixed  by  a  drive 
indicator  (f:)  but  look  at  a  listing  of 
files  by  long,  meaningful  names 
("Widget  market  forecasts,  1990- 
98")  or  for  words  embedded  in  the 
text  ("widget  sales"),  or  a  document 
author,  or  a  creation  date.  In  fact, 
that's  exactly  what  ON  Location  of- 
fers, extending  the  Macintosh  operat- 


ing system  so  that  users  can  find  and 
see  files  instantly  by  a  number  of 
means.  As  a  result,  the  Mac  file  system 
is  already  friendlier  than  the  PC's. 

Meeting  Maker  is  a  different  sort  of 
product,  a  network-based  scheduling 
tool  to  help  set  up  meetings.  But  on's 
third  product,  Instant  Update,  is  the 
most  interesting  of  all. 

Instant  Update  lets  people  share  a 
memo,  update  it  and  pass  it  around.  It 
flags  conflicts  but  doesn't  resolve 
them:  The  last  one  to  update  a  para- 
graph wins.  But  it's  for  communicat- 
ing, not  for  creating  documents.  You 
start  a  document,  or  import  a  file  into 
Instant  Update  from  some  other  ap- 
plication, and  then  Instant  Update 
lets  you  send  it  around  your  network 
to  collect  feedback.  People  can  add 
comments,  change  things,  insert  ad- 
ditional points  or  information. 

In  short,  it's  a  way  to  send  messages 
in  context.  Instead  of  getting  answers 
to  a  question  you've  forgotten,  you 
get  updates  to  a  shared  memo.  It  may 
include  a  wild  projection,  a  table  of 
assignments,  a  calendar  page  or  any- 
thing that  can  be  imported  into  a 
standard  Mac  document.  It  has  the 
appeal  of  Post- it  notes — plain  enough 
that  they  can  do  almost  anything  you 
can  think  of.  When  computers  are 
truly  ubiquitous,  there's  sure  to  be  a 
copy  of  Instant  Update,  or  of  some- 
thing just  like  it,  on  every  refrigerator. 

Underneath  Update's  unassuming 
exterior,  there's  some  good  technol- 
ogy that  ought  to  see  wider  use.  For 
example:  Instant  Update  is  good  at 
highlighting  changes  made  in  a  file — 
words  in  a  paragraph,  a  row  in  a  table, 
a  line  in  a  drawing.  But  Update  can 
work  only  on  its  own  files,  not  on 
everything  you  can  store  on  your 
Mac.  If  only  Update  were  built  into 
the  Mac  operating  system,  it  could 
work  on  any  Mac  files.  I  hope  within  a 
year  or  two  it  will  be — and  the  on 
dream  of  improving  the  operating 
system  will  start  to  come  true.        H 

Forbes  ■  June  24,  L991 


This  business  has  AT&T  800  Service.  And  it  really  delivers. 


With  AT&T,  your  800  service  is  guaranteed.  And  that's 
not  all. With  AT&T,  your  800  service  actually  works  better. 

Consider  this:  what  if  the  same  number  of  customers 
were  to  call  your  business  using  AT&T  800  Service,  versus 
some  other  800  service. 

With  AT&T,  more  of  their  calls  would  actually  get 
through.That's  because  AT&T  connects  calls  25%  taster  and 
has  the  fewest  blocked  calls* 

What  could  those  extra  calls  be  worth  to  your 
business?  As  much  as  thousands  of  dollars  in  sales  each 


year.  Add  the  extra  revenue  you  can  get  with  AT&T  to  our 
competitive  prices  and  it's  easy  to  see  that  AT&T  800 
Service  delivers  more  for  your  bottom  line. 

Better  service,  better  results. 
Another  AWT  advantage. 

And  now  through  June  30, 1991  we'll  waive  the 
installation  charges  when  you  order  any  domestic 
AT&T  800  Service.  For  full  details,  call  your  AT&T 
Account  Executive  or  1 800  222-0400. 


©  1991  AT&T  'Based  on  basic  800  service  comparisons. 


AT&T 

The  right  choice. 
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ON  Technology 
gets  on  track 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


ON  Technology  was  born  with  a 
silver  spoon  in  its  mouth.  Based  in 
Cambridge,  Mass.,  it  was  the  second 
company  of  Mitchell  Kapor,  whose 
first  was  Lotus  (1-2-3)  Development 
Corp.  ON  was  going  to  do  great  things 
in  technology,  building  a  new  operat- 
ing system  in  the  new  -wave  software 
style  called  object-oriented  program- 
ming. On  this  foundation  was  going 
to  be  built  the  next  generation  of 
applications. 

Trouble  was,  not  even  Kapor  could 
win  the  backing  of  the  various  hard- 
ware manufacturers  who  would  be 
needed  to  support  and  sell  the  operat- 
ing system.  Now,  the  basic  concepts 
behind  on  have  been  accepted — wit- 
ness the  Next  machine  and  various 
operating  system  projects  at  Micro- 
soft (New  Technology),  ibm  (Con- 
stellation/Patriot Partners)  and  Sun 
Microsystems.  But  in  the  meantime 
on  has  changed  course. 

Like  a  stern  but  loving  parent, 
Kapor  told  ON  to  make  it  on  its  own: 
He  wasn't  going  to  personally  fund  an 
effort  with  no  visible  customc  ON 
cut  a  third  of  its  30-plus  people  id- 
ing  some  marketing  expenditure  '^ut 
slashing  development  efforts  to  U «  us 
on  specific  products  that  could  >e 
delivered  soon.  That  was  in  1989,  and 
on  is  now  just  about  ready  to  ship  its 
third  product,  Instant  Update.  The 
first  two,  ON  Location  and  Meeting 
Maker,  are  moderate  successes — not 
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l-2-3s,  but  enough  to  fund  the  com- 
pany's continuing  growth. 

With  Instant  Update,  however,  on 
may  be  on  the  way  to  achieving  its 
long-term  goals  through  the  back 
door.  This  product  relates  closely  to  a 
computer's  operating  system. 

An  operating  system  is,  in  the  first 
instance,  the  computer's  housekeep- 
er, managing  such  tasks  as  storing  and 
retrieving  files.  DOS,  the  original  oper- 
ating system  from  Microsoft  and  ibm, 
did  not  do  much  more  than  this.  But 
an  operating  system  can  do  much 
more.  OS/2,  for  example,  also  man- 
ages the  display  of  characters  and 
images  on  the  screen,  and  controls  the 
interaction  among  programs  running 
simultaneously  and  communicating 
with  each  other  on  personal  comput- 
ers (something  mainframe  operating 
systems  have  been  doing  for  a  long 
time  now). 

As  operating  systems  take  on  more 
functions,  life  should  become  easier 
for  people  who  create  application  pro- 
grams. The  applications  no  longer 
need  to  handle  some  tasks,  such  as 
displaying  an  image  or  sending  a  piece 
of  mail,  if  the  operating  system  can  do 
the  work.  Also,  application  vendors 
and  users  can  count  on  a  standard 
configuration  and  standard  services, 
just  as  cars  and  drivers  can  count  on 
finding  the  right  gasoline  at  any  ser- 
vice station. 

The  next  task  that  many  operating 
systems  arc  starting  to  take  over  is  not 
just  opening  and  closing  files  but 
managing  them  intelligently — so 
that,  for  example,  you  can  not  only 
search  for  a  cryptic  8-character  file 
name  (widget.txt)  prefixed  by  a  drive 
indicator  (f:)  but  look  at  a  listing  of 
files  by  long,  meaningful  names 
("Widget  market  forecasts,  1990- 
98")  or  for  words  embedded  in  the 
text  ("widget  sales"),  or  a  document 
author,  or  a  creation  date.  In  fact, 
that's  exactly  what  ON  Location  of- 
fers, extending  the  Macintosh  operat- 


ing system  so  that  users  can  find  and 
see  files  instandy  by  a  number  of 
means.  As  a  result,  the  Mac  file  system 
is  already  friendlier  than  the  PC's. 

Meeting  Maker  is  a  different  sort  of 
product,  a  network- based  scheduling 
tool  to  help  set  up  meetings.  But  ON's 
third  product,  Instant  Update,  is  the 
most  interesting  of  all. 

Instant  Update  lets  people  share  a 
memo,  update  it  and  pass  it  around.  It 
flags  conflicts  but  doesn't  resolve 
them:  The  last  one  to  update  a  para- 
graph wins.  But  it's  for  communicat- 
ing, not  for  creating  documents.  You 
start  a  document,  or  import  a  file  into 
Instant  Update  from  some  other  ap- 
plication, and  then  Instant  Update 
lets  you  send  it  around  your  network 
to  collect  feedback.  People  can  add 
comments,  change  things,  insert  ad- 
ditional points  or  information. 

In  short,  it's  a  way  to  send  messages 
in  context.  Instead  of  getting  answers 
to  a  question  you've  forgotten,  you 
get  updates  to  a  shared  memo.  It  may 
include  a  wild  projection,  a  table  of 
assignments,  a  calendar  page  or  any- 
thing that  can  be  imported  into  a 
standard  Mac  document.  It  has  the 
appeal  of  Post-it  notes — plain  enough 
that  they  can  do  almost  anything  you 
can  think  of.  When  computers  are 
truly  ubiquitous,  there's  sure  to  be  a 
copy  of  Instant  Update,  or  of  some- 
thing just  like  it,  on  every  refrigerator. 

Underneath  Update's  unassuming 
exterior,  there's  some  good  technol- 
ogy that  ought  to  see  wider  use.  For 
example:  Instant  Update  is  good  at 
highlighting  changes  made  in  a  file — 
words  in  a  paragraph,  a  row  in  a  table, 
a  line  in  a  drawing.  But  Update  can 
work  only  on  its  own  files,  not  on 
everything  you  can  store  on  your 
Mac.  If  only  Update  were  built  into 
the  Mac  operating  system,  it  could 
work  on  any  Mac  files.  I  hope  within  a 
year  or  two  it  will  be — and  the  ON 
dream  of  improving  the  operating 
system  will  start  to  come  true.        H 

Forbes  ■  tunc  24,  1991 


This  business  has  AT&T  800  Service.  And  it  really  delivers. 


With  AT&T,  your  800  service  is  guaranteed.  And  that's 
not  all. With  AT&T,  your  800  service  actually  works  better. 

Consider  this:  what  if  the  same  number  of  customers 
were  to  call  your  business  using  AT&T  800  Service,  versus 
some  other  800  service. 

With  AT&T,  more  of  their  calls  would  actually  get 
through.That's  because  AT&T  connects  calls  25%  faster  and 
has  the  fewest  blocked  calls* 

What  could  those  extra  calls  be  worth  to  your 
business?  A.s  much  as  thousands  of  dollars  in  sales  each 


year.  Add  the  extra  revenue  you  can  get  with  AT&T  to  our 
competitive  prices  and  it's  easy  to  see  that  AT&T  800 
Service  delivers  more  for  your  bottom  line. 

Better  service,  better  results. 
Another  AflBT advantage. 

And  now  through  June  30, 1991  we'll  waive  the 
installation  charges  when  you  order  any  domestic 
AT&T  800  Sen  io  For  full  details,  call  your  AT&T 
Account  Exec       cor  1 800  222-0400. 


©  1991  AT&T  'Based  on  basic  800  service  comparisons. 
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EDITED  BY  GARY  SLUTSKER 


Some  people  are  born  inventors.  Put  them  in  an 
unfamiliar  business  and  they'll  come  up  with  some 
ingenious  device.  H.  Joseph  Gerber  is  one  of  those. 

Gut  and  sew 


By  David  Stix 

How  does  one  man  revolutionize  an 
industry?  "During  the  day  I  was  a 
salesman,  in  the  evening  I  was  the 
inventor,  and  at  night  I  slept,"  says  H. 
Joseph  Gerber,  founder  and  president 
of  Gerber  Scientific,  Inc.,  in  South 
Windsor,  Conn. 

This  versatility  has  served  him  well. 
Gerber,  67,  has  almost  singlehanded- 
ly  brought  the  garment  industry  into 
the  computer  age.  And  that  has 
helped  turn  Gerber  Scientific,  which 
he  founded  before  he  got  out  of 
college,  into  a  firm  with  $300  million 
in  sales  and  an  18%  average  return  on 
equity  over  the  last  ten  years.  Gerber 
Garment  Technology,  the  division 
that  makes  apparel  manufacturing 
equipment,  exports  over  60%  of  its 
products. 

Gerber  is  a  born  inventor.  At  8  he 
devised  a  crude  magnetic  fuse  at  his 
home  in  Vienna.  Why?  To  keep  his 
parents,  who  didn't  understand  why 
their  son  had  wires  running  all  over 
their  house,  from  damaging  his  work 
when  they  tripped  over  it.  "Some- 
times things  just  pop  into  my  head 
and  I  don't  know  where  they  come 
from,"  he  says.  He  now  has  over  600 
patents  granted  or  pending. 

Perspiration  plays  as  large  a  role  in 
this  success  story  as  inspiration.  After 


a  narrow  escape  from  the  Nazis  in 
1940,  Gerber  and  his  mother  landed 
in  Hartford,  Conn.  There  he  worked 
on  a  tobacco  farm  so  he  could  make 
enough  money  to  help  pay  the  rent. 
He  would  put  in  a  full  day  at  school, 
work  a  nine-hour  shift  at  a  bakery,  get 
up  early  to  attend  soccer  practice, 
then  work  Saturdays  at  another  job. 
"Senior  year  was  a  breeze,"  says 
Gerber.  "I  held  only  one  job." 

Gerber  applied  for  his  first  patent 
while  a  student  at  Rensselaer  Poly- 
technic Institute  in  Troy,  N.Y.  He  got 
it  for  a  slide -rule -like  instrument  that 
can  be  used  for  scaling  distances  on  a 
map.  He  and  a  partner  founded 
Gerber  Scientific  to  market  it. 

But  the  company  found  its  niche 
only  later,  when  ibm  recruited  it  in  the 
late  1960s  to  help  sell  more  computer 
systems  to  the  apparel  industry.  The 
more  Gerber  found  out  about  the  rag 
business,  the  more  intrigued  he  be- 
came. "I  realized  that  here  was  one  of 
the  world's  largest — if  not  the  larg- 
est— industries,  totally  unautoma- 
ted,"  he  says. 

Within  several  years  he  had  invent- 
ed the  Gerber  cutter.  A  simple-look- 
ing piece  of  machinery,  the  cutter 
replaced  hand-held  power  cutters 
that  until  then  were  used  to  cut  mate- 


s   Gerber  Scientific 

|  founder 

-   H.Joseph  Gerber 

From  rags 

to  riches. 


rial  from  patterns.  Gerber's  system: 
Take  a  stack  of  material,  240  layers 
deep  if  it's  shirt  fabric.  Cover  it  in 
plastic  and  use  a  vacuum  to  compress 
the  package  into  a  rigid  bundle  only  3 
inches  high.  Then  cut  it  with  a  self- 
sharpening  blade,  as  precisely  and  as 
*.  quickly  as  if  you  were  running  a  band 
saw  through  a  slab  of  wood.  Using  a 
current-model  Gerber  cutter,  one  ap- 
parel maker  can  cut  all  3,500  of  the 
pieces  for  50  men's  suits  in  less  than  3 
minutes.  The  old  way  would  have 
taken  8  times  longer. 

Naturally  enough,  apparel  makers 
were  hesitant  to  buy  the  machines  for 
$800,000  each  when  they  could  pay 
someone  $5  an  hour  to  do  the  same 
job.  Union  leaders  also  balked  at  los- 
ing jobs  to  mechanization.  A  consul- 
tant Gerber  hired  to  study  the  pros- 
pects for  the  machines  forecast  that  he 
could  sell  exactlv  two. 

That  didn't  daunt  him.  He  showed 
General  Motors  how  it  could  use  a 
Gerber  cutter  to  replace  an  outdated 
method  for  cutting  vinyl  for  car  seats. 
Says  Gerber:  "There  are  many  doors 
to  success.  You  just  have  to  see  which 
ones  are  open  and  which  ones  are 
closed." 

gm's  cutting  machine  paid  for  itself 
in  six  months,  and  that  opened  doors 
to  where  Gerber  wanted  to  be,  in  the 
apparel  business.  Eventually,  the 
unions  came  around.  Technology, 
they  realized,  was  the  only  way  to  save 
the  U.S.  apparel  business  from  cheap 
foreign  labor.  Gerber  Garment  has 
since  sold  1 ,800  cutters  to  buyers  in 
60  countries. 

Gerber  has  gone  on  to  automate 
other  aspects  of  garment  making.  De- 
signers can  use  their  workstations  to 
pick  colors.  Pattern-making  machines 
size  and  lay  out  designs,  and  radio- 
controlled  hangers  on  overhead 
tracks  whisk  unfinished  goods  in  up  to 
1,000  different  patterns  from  station 
to  station  around  a  factory.  In  many  of 
these  equipment  lines,  Gerber  has 
competition,  but  his  domination  of 
the  automation  business  gives  him  an 
edge  getting  in  the  door  of  the  ap 
parcl  shop. 

Gerber's  1 3%  stake  in  his  company 
is  worth  about  $36  million.  But  he 
still  works  a  full  schedule.  "Monq  is 
not  any  driving  force  in  my  life,"  he 
says.  "I'll  consider  retiring  when  the 
Red  Sox  win  the  World  Series."     ■§ 
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Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


With  first-quarter  earnings  reports 
now  mostly  out,  it  is  a  logical  time  to 
review  a  list  of  the  fastest- growing 
technology  companies.  The  top  ten 
science  and  technology  companies  in 
the  current  Princeton  Portfolios  data- 
base, ranked  in  terms  of  percentage 
earnings  growth  for  the  current  quar- 
ter over  the  year- ago  quarter,  are  not- 
ed in  the  table.  To  keep  the  rankings 
realistic,  companies  with  tiny  or  nega- 
tive year- ago  earnings  were  excluded 
from  the  computer  scan. 

A  few  of  the  winning  stocks  ( Am- 
gen  and  Borland  International,  for 
example)  have  long  since  become  the 
household  words  of  the  high-tech- 
nology group.  But  there  are  some 
surprises  here  as  well.  Which  compa- 
nies are  likely  to  sustain  their  excellent 
growth — and  which  are  one -quarter 
wonders?  Let's  take  it  from  the  top. 

ipl  Systems  has  been  outrunning 
the  technology  superstock,  drugmak- 
er  Amgen,  in  both  sales  and  earnings 
growth— -yet  comparatively  few  inves- 
tors are  alert  to  its  progress,  probably 
because  of  its  relatively  small  gross 
revenues.  Forbes  included  it  in  the 
best  small  companies  in  America 
(Nov.  12,  1990).  ipl  has  been  around 
since  1973.  Its  vigorous  growth  be- 
gan in  1985,  when  it  started  building 
compatible  storage  products  (disk  ar- 
rays, memory  upgrades,  tape  subsys- 
tems) for  IBM  midrange  computers, 
notably  the  AS-400. 

The  current  quarter's  extraordi- 
nary 300%-plus  growth  rate  is  excep- 


tional. It  happened  because  ipl  Sys- 
tems was  working  off  a  backlog  of 
orders  for  a  new  disk  array  product 
introduced  last  September.  In  com- 
ing quarters,  the  growth  rate  will 
probably  return  to  its  norm — but  bear 
in  mind  that  the  norm  has  been  an 
annual  doubling  in  revenues.  There  is 
some  new  stock  in  the  offing,  and 
earnings  growth  will  not  look  as  spec- 
tacular in  coming  quarters,  so  ipl 
Systems  is  not  a  buy  just  now.  But  it  is 
a  stock  to  watch. 

Alex.  Brown  &  Sons  is  one  of  four 
brokerages  most  closely  identified 
with  science  and  technology  stocks. 
Its  strong  percentage  growth  figure  is 
based  on  the  solidly  bullish  market  for 
technology  stocks  and  new  issues  that 
began  last  October.  (For  more  on 
new  issues,  see  p.  216.)  Some  inves- 
tors bet  this  stock  as  a  proxy  for  the 
technology  group,  much  as  they 
might  invest  in,  say,  Merrill  Lynch  as  a 
proxy  for  the  broad  market.  Whether 
the  growth  can  be  sustained  will  de- 
pend upon  the  market  for  technology 
stocks  at  large,  but  note  that  it  is  an 
important  stock  to  follow  as  a  group 
bellwether. 

Komag  Inc.  manufactures  disk 
drives,  and  the  drive  stocks  seem  to 
have  been  tarred  with  the  same  brush 
as  the  big  computer  stocks.  This  is  not 
very  logical,  but  it  is  the  case,  and  until 
issues  like  Apple  and  Compaq  make  a 
comeback,  we  will  stay  away  from  disk 


Here  are  the 
quarter's  top  ten 
technology- 
based  stocks 
ranked  by 
earnings  growth. 
Which  ones  can 
keep  it  rolling? 


drive  stocks. 

Cisco  Systems  and  Synoptics  Com- 
munications are  two  stocks  my  firm 
has  bought  recendy.  They  are  familiar 
names,  popular  with  institutions,  and 
both  deep  in  the  business  of  linking 
together  computers  and  networks  of 
diverse  types  and  languages. 

RasterOps  makes  graphic  art  imag- 
ing computer  systems — ad  agencies 
and  magazines  use  them  in  pre -press 
work  (Forbes,  Feb.  2).  It  is  a  technol- 
ogy leader  and  has  grown  from  zero 
to  $70  million  in  sales  in  just  three 
years.  RasterOps  can  probably  sustain 
good  earnings  growth,  but  its  already 
high  visibility  precludes  a  buy. 

Landmark  Graphics  sells  software 
used  by  oil  company  geologists  to 
analyze  geophysical  data  characteriz- 
ing underground  formations.  New 
3-D  seismic  data  visualization  tech- 
niques enable  them  to  hunt  for  oil  on 
the  screens  of  their  computers.  Land- 
mark owns  about  half  the  market  for 
this  software.  But  don't  buy  it  unless 
you  follow,  as  well,  the  oil  and  gas 
industry  and  its  spending  habits. 

We  also  bought  Zeos  International 
from  this  list.  We  were  shopping  for  a 
computer,  not  a  stock,  when  we 
learned  about  Zeos.  It  makes  those 
cheap,  technically  excellent,  IBM- 
compatible  PCs  of  the  sort  that  have 
been  undercutting  IBM  and  Compaq 
on  price.  The  margins  are  small,  but 
Zeos'  sales  are  large  and  growing.  H 


The  best  of  the  techs 

Company 

Sales 

Earnings 

Profit 

Revenue 

growth 

growth 

margin 
for  qtr 

for  qtr 

($mil) 

IPL  Systems 

310% 

329% 

17% 

$19 

Amgen 

145 

328 

26 

140 

Alex  Brown 

37 

313 

11 

94 

Komag  Inc 

64 

245 

12 

49 

Cisco  Systems 

178 

185 

23 

50 

RasterOps 

55 

125 

9 

18 

Landmark  Graphics 

54 

117 

11 

24 

Synoptics  Commun 

103 

109 

16 

61 

Zeos  International 

126 

106 

4 

59 

Borland  International 

103 

90 

12 

71 
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They  come  for  the  music,  and  the  architecture, 
and  the  history,  and  the  hiking  and  the  fishing,  and, 
of  course,  for  the  beer  and  paprika  sausage. 

Salzburg  mit 
Mozart 


By  Richard  C.  Morais 

It  is  said  that  when  the  angels  play  for 
God,  they  play  Bach,  but  when  they 
play  for  themselves,  they  play  Mozart. 

The  best  angels  in  the  business  will 
be  in  Salzburg,  Austria,  Mozart's 
hometown,  this  summer  to  mark  the 
200th  anniversary  of  the  composer's 
death.  The  annual  Salzburg  Festival 
(P/2  hours'  drive  from  Munich,  3 
from  Vienna)  will  take  place  from  July 
26  to  Aug.  31  this  year.  It  will  feature 
conductors  Sir  Georg  Solti  ( The  Mag- 
ic Flute),  Riccardo  Muti  (Cost  fan 
tutte),  Bernard  Haitink  (Marriage  of 
Figaro)  and  Seiji  Ozawa  (Idomeneo,  re 
di  Creta).  Andre  Previn  will  conduct 
an  orchestral  concert.  They  will  all  be 
directing  the  Viennese  Philharmonic. 

Also  on  hand  will  be  conductors 
James  Levine  and  Zubin  Mehta,  as 


well  as  singers  Jessye  Norman  and 
Jose  Carreras. 

Besides  Mozart's  operas,  which  will 
be  performed  in  three  of  Salzburg's 
four  opera  houses,  there  will  be  doz- 
ens of  chamber  concerts  performed  in 
this  Renaissance  city's  squares  and 


The  maestro  commemorated  in  chocolate 
Only  35  at  his  death  200  years  ago. 
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The  Renaissance  city  of  Salzburg,  Austria,  Mozart's  birthplace 
Where  the  angels  will  be  playing  for  themselves. 


churches.  At  Salzburg's  Collegiate 
Church,  there  will  be  a  choral  and 
orchestra  recital  of  some  of  Mozart's 
religious  compositions. 

There  are  still  some  tickets  avail- 
able. The  quickest  way  to  secure  seats 
is  to  -call  the  "Festspiele"  organizers 
«;in  Salzburg  at  43-662-80-450,  or  fax 
them  (43-662-89-1114).  If  you  have 
trouble  there,  try  the  Salzburg  Ticket 
Service  (tel.  43-662-84-2296,  fax  43- 
662-84-2476)  or  the  local  American 
Express  office  (tel.  43-662-84-2501, 
fax  43-662-84-25019). 

While  Salzburg  is  tiny,  it  has  its  own 
airport  and  some  10,000  hotel  beds. 
And  while  things  are  tight  during  the 
festival,  there  are  still  some  vacancies. 
The  five-star  Hotel  Goldener  Hirsch, 
for  example,  a  pink,  Old  World  hos- 
telry, has  some  rooms  available  (dou- 
bles range  from  $375  to  $542  during 
the  festival);  tel.  43-662-84-851 1 ,  fax 
43-662-89-1940. 

Salzburg,  out  of  festival,  offers  fine 
trout  fishing,  hiking  trails,  carnivals 
and  spas.  The  old  town,  where  auto- 
mobiles are  restricted,  belongs  to 
horse-drawn  carriages  and  strollers. 
Vendors  in  open  stalls  hawk  paprika 
sausages  and  herbal  remedies.  At  the 
Cafe  Tomaselli — where  locals  pass 
time  reading  the  newspapers,  which 
are  on  hardwood  sticks — the  bone- 
weary  are  resuscitated  with  strudels, 
schlag  and  Viennese  coffee. 

The  17th-century  alleyways  are 
lined  with  designer  boutiques.  This 
town  knows  its  audience:  Europeans 
mit  Geld. 

History  buffs  will  not  be  bored, 
either.  The  heart  of  town,  flush 
against  Monk's  Mountain,  is  the  7th- 
century  St.  Peter's  Monastery,  one  of 
the  oldest  in  Germanic  Europe. 
Among  the  hermit  cells  built  into  the 
rock,  old  men  water  graveyard  pan- 
sies.  Fresh  bread  can  be  bought  at  St. 
Peter's  wood  oven. 

The  twisting  road  up  the  mountain 
leads  into  the  Hohcnsalzburg  For- 
tress, with  its  restaurant  and  beer 
garden.  Try  the  local  beer,  Salzburgcr 
Stiegl  (since  1492),  and  the  sliced 
beef  in  vinegar,  oil  anil  onions.  For 
World  War  II  buffs,  Berchtesgaden, 
home  to  Hitler's  Eagle's  Nest,  is  a 
short  drive  away. 

Salzburg  is  lor  the  discerning  tour 
ist  with  a  soft  spot  lor  "lane  klcinc 
Nachtmusik."  Bi 
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The  prices  of  some  19th-century  bronze  sculptures 
have  barely  doubled  in  15  years,  in  part  because  there 
are  so  many  fakes  and  copies  in  circulation. 

"Your  own 
National  Gallery" 


By  Christie  Brown 


Skeet  shoofer  and  bronze  collector  Gary  Herman  at  his  Millbrook,  N.Y.  home 
Once  burned  on  a  Remington,  twice  wary  on  his  19th-century  pieces. 


IT'S  no  trick  at  all  to  get  tricked  by 
bronzes.  Experts  estimate  that  as 
many  as  80%  of  all  bronzes  for  sale 
today  are  fakes  or  copies.  Fakes  are 
outright  frauds,  intended  to  be  sold  as 
originals.  Copies  of  classical  bronzes 
are  made  all  the  time — and  are  priced 
accordingly.  But  a  good  copy  can  also 
be  hard  to  tell  from  the  original. 
Included  in  that  estimate  are  every- 


thing from  16th-century  Renaissance 
statues  to  early  20th-century  bronco- 
busters  by  Frederic  Remington. 

Even  the  best  museum  experts  get 
fooled.  Take  the  National  Gallery  of 
Art  in  Washington,  D.C.  Since  the 
museum's  opening  in  1941,  its  signa- 
ture masterpiece  has  been  the  elegant 
bronze  statue  of  Mercury,  displayed 
in  the  center  of  its  rotunda.  The  statue 


is  supposed  to  be  the  work  of  Gio- 
vanni Bologna,  the  famous  16th-cen- 
tury Italian  sculptor.  But  it's  not.  The 
statue,  donated  by  Andrew  Mellon, 
was  most  likely  done  by  Francesco 
Righetti,  a  well -respected  18th-cen- 
tury Roman  sculptor.  In  1986  the 
museum  sheepishly  admitted  its  mis- 
attribution. 

The  difference  in  value?  Experts 
figure  a  Bologna  Mercury  would  now 
bring  $5  million  or  more  at  auction, 
while  an  18th-century  copy  by  Ri- 
ghetti would  fetch  about  $1  million. 
And  a  copy  made  during  the  19th 
century  would  be  worth  only  about 
$30,000  to  $50,000. 

In  fact,  you  can  buy  a  20th-century 
Bologna  copy  fresh  from  the  foundry 
at  better  department  stores.  Global 
Fine  Reproductions,  801  Broadway 
in  New  York  City,  wholesales  modern 
castings  of  Bologna's  Mercury  statue 
in  various  sizes.  The  5 -foot  version 
(the  "Southampton  garden  size")  re- 
tails for  $8,800. 

"You,  too,  can  have  your  own  Na- 
tional Gallery,"  grins  a  salesman  at 
Global  Fine  Reproductions,  which 
carries  more  than  500  bronze  repro- 
ductions, retailing  from  $200  to 
$10,000.  They  are  cast  at  foundries  in 
Taiwan,  Italy  and  the  U.S. 

And  that,  in  a  nutshell,  is  the  prob- 
lem with  bronzes — the  material  is  vir- 
tually eternal,  and  copies  are  easy  to 
make.  Any  time. 

Bronze  statues  with  classical 
themes  first  became  popular  during 
the  Renaissance,  and  the  art  form 
thrived  until  the  1920s.  Using  the  lost 
wax  method,  sculptors  created  clay  or 
wax  models,  from  which  the  foundry 
cast  bronze  sections  that  were  then 
fitted  together. 

Classic  designs  were  copied  over 
and  over  again — in  whole  or  in  part. 
For  example,  the  mounted  figure  of 
France's  Henry  IV  (who  reigned  from 
1589  to  1610)  was  once  the  rage.  But 
when  Louis  XIV  became  king  (1643- 
1715),  there  was  demand  for  statues 
of  him  on  horseback.  So  artists  copied 
the  original  Henry  rV  figures  for  the 
horse  and  human  body,  and  just  cast  a 
new  head. 

Copies,  commonly  made  by  com- 
petitors and  followers  of  famous 
sculptors,  carried  little  stigma.  Even 
original  works  by  famous  sculptors 
were  usually  made  in  unnumbered 
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Isn't  it  time  you  got  comfortable 
with  advanced  technology? 


Introducing  the  new  Ford 
Roomier.  Better  handling. 

Its  even  roomier,  quieter  interior  welcomes 
and  surrounds  you  with  driver  friendly  con- 
trols and  easy-to-read  gauges.  Its  trunk  is  the 
largest  in  its  class.  But,  below  all  the  comfort 
and  convenience  is  the  diamond-hard  tech- 
nology that  separates  the  new  1992  Ford 
Crown  Victoria  from  the  rest. 

Other  cars  don't  measure  up. 

The  Crown  Victoria  is  the  only  car  in 
its  class  that  offers  an  Anti-lock  Braking 
System  (ABS)  with  Traction  Assist.  While 

Buckle  up-together  we  can  save  lives. 


Crown  Victoria. 
More  fuel  efficient. 

ABS  keeps  your  wheels  from  locking  up 
during  hard  braking,  Traction  Assist  uses  ABS 
technology  to  keep  rear  wheels  from  spinning 
on  slippery  surfaces. 

Speed  sensitive  steering,  another  unique 
feature,  improves  road  feel  at  highway  speeds. 
Crown  Victoria  also  gives  you  the  added 
safety  of  a  driver's  air  bag  supplemental 
restraint  system,  standard. 

More  powerful.  More  fuel  efficient. 

A  new  V-8  engine  brings  a  new  level  of 
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power  to  the  Crown  Victoria.  Add  to  it  the 
technology  of  Overhead  Cam  design  and 
Sequential  Electronic  Fuel  Injection,  and 
you've  got  the  most  advanced  engine  in  its 
class;  more  power  that's  also  more  fuel  effi- 
cient. (18  EPA  est.  city  MPG,  25  EPA  est.  hwy. 
MPG.)  An  excellent  mix  for  the  90's. 

Better  road  manners. 

* 

Start  up  the  powerplant  and  start  moving. 
You'll  find  its  newly  designed  suspension 
provides  more  precise  handling  and  a  more 
confident  ride.  A  definite  step  up  for  the  full 
size  car. 


Ford.  The  best-built  American  cars . . . 
ten  years  running. 

This  is  based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  '81-'90  models  designed 
and  built  in  North  America.  At  Ford,  "Quality 
is  Job  V: 


New  Crown  Victoria 


Have  you  driven  a  Ford... lately? 
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multiples,  and  were  rarely 
dated.  And  records  of  pur- 
chases were  seldom  kept. 

Small  wonder,  then,  that 
quick- buck  artists  have 
long  exploited  the  field. 
Even  modern  scientific  dat- 
ing techniques  are  impre- 
cise. Thermolumines- 
cence — which  involves  re- 
moving a  core  sample  from 
the  statue  that  is  then  dated 
in  a  lab — can  only  date 
bronzes  over  150  years  old, 
and  the  margin  of  error  is 
about  50  years.  However, 
this  method  was  good 
enough  to  prove  that  the 
National  Gallery's  Mercury 
couldn't  have  been  done  by 
the  famed  Bologna — it 
wasn't  old  enough. 

Brave  indeed  is  the  col- 
lector who  gets  serious 
about  bronzes.  Over  the 
past  25  years  Gary  Herman, 
the  owner  of  Safari  Outfit- 
ters, a  hunting  store  in 
Ridgefield,  Conn.,  has 
amassed  a  collection  of  50 
French  animal  bronzes  dat- 
ing (he's  pretty  sure)  from 
1825  to  1910.  Herman's 
collection,  which  he  esti- 
mates to  be  worth 
$175,000,  is  scattered 
throughout  his  sprawling 
Millbrook,  N.Y.  home,  which 
built  in  1927  by  Andrew  Carnegie  for 
his  daughter  Margaret.  On  its  600- 
acre  grounds,  Herman,  an  avid  skeet 
shooter,  has  just  added  a  private  club 
for  sporting  clays. 

Herman,  who  has  usually  paid  from 
$1,500  to  $20,000  for  his  bronzes, 
knows  his  19th-century  bronzes  well, 
the  result  of  a  lifetime  of  haunting 
museums  with  well-documented  col- 
lections. But  he,  too,  has  been  taken. 

In  the  late  1960s  Herman  paid  a 
private  dealer  $12,000  for  a  famous 
Remington  bronze,  "Bronco  Bus- 
ter." "I  knew  the  [Remington] 
bronzes  were  selling  for  $20,000,  so  I 
grabbed  it,"  recalls  Herman.  He  soon 
found  out  it  was  a  fake  after  compar- 
ing what  he'd  bought  with  an  original 
owned  by  a  friend.  Sadder  but  wiser, 
he  resold  it  for  $600. 

With  so  many  fakes  around,  even 
authenticated  bronzes  have  been  slow 


Stag  by  19th-century  French  sculptor  Antoine  Louis  Barye 
This  prize  of  Herman's  once  tutored  veterinary  students. 


was 


The  National  Gallery's  bronze  Mercury 
Not  a  16th-century  Bologna  after  all. 


to  appreciate.  Genuine 
19th-century  animal 

bronzes  have  only  doubled 
in  price  during  the  last  15 
years,  for  example.  "It  has 
never  been  an  investment 
market,"  says  Alice  Duncan 
of  Christie's. 

But  like  any  collector, 
Herman  always  has  his  eye 
out  for  a  find,  and  frequents 
estate  sales  and  country 
auctions,  where  there  are 
no  guarantees  and  plenty  of 
copies.  "Over  90%  of  what 
I  see  at  them  are  fakes,"  says 
Herman,  who  is  confident 
he  has  learned  to  spot  the 
real  McCoy. 

How?  Following  are 
some  of  the  factors  that  he 
and  pros  at  Christie's,  the 
Metropolitan  Museum  of 
Art  and  Global  Fine  Repro- 
ductions all  agree  are  key  to 
spotting  fakes: 
■Look  under  the  base — 
19th-century  bronzes  of- 
ten have  foundry  marks  and 
smooth  inside  edges,  while 
later  reproductions  don't. 
■Look  for  signs  of  wear.  A 
bronze  shows  wear  from 
150  years  of  being  stroked 
and  moved  for  dusting. 
Fakers  try  to  achieve  the 
same  effect  with  steel  wool. 
■Check  the  patina.  Authentic  patina- 
tion  was  rubbed  on  and  has  a  rich  and 
varicolored  look.  Fakes  may  show 
brushstrokes  or  a  solid  muddy  color. 
■Examine  the  detailing.  Quality  is 
very  important.  Look  for  straight 
clean  lines,  lots  of  detail  and  clean 
surfaces.  The  great  19th-century 
foundries  meticulously  filed  down  all 
pimples  and  filled  craters  in  bronzes. 
Fakers  usually  don't  bother. 
■Look  for  seams.  Antiques  were  usu- 
ally cast  in  sections  and  were  then 
fitted  together;  copies  are  often  east  in 
one  piece. 

■Beware  where  you  buy.  Sotheby's, 
Christie's  and  high  end  New  York 
galleries  like  Knoedler  will  guarantee 
what  they  sell.  Many  other  galleries 
and  dealers  will  not. 

finally,  like  what  you  buy — a  lot. 
Even  if  it's  a  phony,  it  will  last  a  long, 
long  time.  Eventually  it,  too,  could 
become  a  genuine  antique.  SB 
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We  also  have  resorts  for  those  who 
don't  want  to  lie  in  the  sand. 


4th  hole.  The  Westin  La  Paloma  Ridge  Course,  Tucson.  Designed  by  Jack  Nicklaus.  Whether  it's  this  award-winning  course 
or  any  of  our  other  top-rated  greens.you'll  find  golf  at  our  resorts  is  no  day  at  the  beach.  For  reservations  call  800-228-3000. 

Las  Brisas  Acapulco  •  Camino  Real,  Cancun  •  The  Westin  Resort,  Hilton  Head  Island  •  Camino  Real,  Ixtapa 

The  Westin  Maui,  Kaanapali  Beach  •  The  Westin  Kauai,  Kauai  Lagoons  •  Las  Hadas,  Manzanillo  •  Camino  Real,  Mazatlan 

The  Westin  La  Paloma, Tucson  •  Arizona  Biltmore,  Phoenix  •  Walt  Disney  World  Swan,  Orlando  •  Camino  Real,  Puerto  Vallarta 

The  Westin  Mission  H  ills  Resort,  Rancho  Mirage  (Fall  1991 )  •  The  Westin  Resort,  Naples,  FL  ( 1993)  •  The  Westin  Resort,  Vail 
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Callaway  was  a  big-time  businessman.  Son  Reeves 
just  wanted  to  play  with  engines.  What's  a  father  to  do? 

The  speedster 


By  Jerry  Flint 

What  do  you  do  when  your  son  just 
doesn't  fit  the  mold?  When  he  doesn't 
want  an  M.B.A.  from  Harvard  or  a  law 
degree  from  Yale?  When  all  he  cares 
about  are  greasy  car  motors?  Ely 
Callaway,  now  72,  once  president  of 
Burlington  Industries,  who  went  on 
to  found  Callaway  Vineyards  &  Win- 
ery and  Callaway  Golf,  had  to  face 
that  situation. 

He  didn't  mind  in  the  least.  "I  used 


to  interview  hundreds  every  year  out 
of  the  top  business  schools,"  he  says. 
"They  didn't  know  what  they  want- 
ed. It's  rare  to  find  someone  at  an 
early  age  who  knows  what  he  wants. 
Reeves  always  knew." 

"Always"  is  not  too  strong.  Even 
when  Reeves,  his  eldest  son,  was  four 
or  five  years  old,  he  was  driving  a 
motorized  go-cart,  Ely  remembers 
proudly.  Good  student,  too. 


Son  Reeves  remembers  his  early  life 
a  bit  differendy:  the  disastrous  effort 
to  connect  the  lawn  mower  engine  to 
his  tricycle,  and  getting  pushed  out  of 
Episcopal  prep  school  after  missing 
chapel  and  blowing  out  the  headmas- 
ter's window  with  his  hot  rod's  noise. 
cBut  father  and  son  agree  on  one 
particular  memory:  If  Reeves  wanted 
to  spend  his  life  working  on  cars,  Ely 
wouldn't  stand  in  his  way.  "He  had 
such  a  desire  to  be  involved  with 
engines  and  was  so  good  with  his 
hands  that  I  felt  he  was  going  to  be 
okay,"  Ely  says. 

Ely  says  too  many  of  his  friends 
have  pushed  their  children  into  ca- 
reers. "It's  the  biggest  mistake  in  the 
world.  Maybe  I  didn't  because  my 
father  didn't  do  that  with  me.  He 
encouraged  me  to  do  whatever  I 
wanted  to  do  as  long  as  I  did  it  well," 


Reeves  Callaway,  founder  of  Callaway  Cars,  in  Old  Lyme,  Conn. 

From  motorized  tricycles  to  racing  cars,  dad  never  never  stood  in  his  way. 
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W'hen  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe.  10  Rockefeller  Plaza.  Suite  629  (FB).  New  York,  NY  10020. 


CAREERS 


Callaway's  Speedster 
The  limited  production 
model  sells  for  $150,000. 
"If  it  rains,"  he  says, 
"drive  another  car." 


he  says. 

The  father  explains:  "What  you 
hope  they  can  find  in  life  is  that  they 
be  reasonably  constructive  citizens 
whose  work  gives  them  basic  satisfac- 
tions, contentment  with  their  role 
and  what  they  are  doing.  Not  just 
money,  because  money  doesn't  bring 
you  that  much  anyway." 

"I  was  lucky  to  have  a  dad  like 
that,"  says  Reeves.  "He  never  told 
any  of  us  to  do  any  particular  career 
[Reeves'  brother,  Nicholas,  heads 
Callaway  Editions,  a  respected  art 
publisher]."  The  one  rule  was,  get  the 
college  education.  Everything  else 
was  optional. 

Reeves,  now  43  and  living  in  Old 
Lyme,  Conn.,  graduated  from  Am- 
herst College  in  1970  with  a  fine  arts 
degree,  "the  easiest  way  for  me  to  go 
through,"  he  says.  After  school  he  was 
back  into  cars,  racing  Formula  Vee 
cars — souped-up  Volkswagen  Bee- 
ties.  He  almost  won  the  Formula  Vee 
national  championship  in  1973,  but 
was  disqualified  in  a  dispute  over 
modifications  made  to  the  engine.  He 
ended  up  dead  broke  and  took  a  job  as 
a    demonstration    driver    for   BMW. 


Somewhere  along  the  line,  as  Reeves 
puts  it,  "I  figured  out  I  liked  engines 
better  than  racing."  He  began  repair- 
ing and  rebuilding  cars,  Porsches  and 
the  like,  working  to  get  more  punch 
from  the  engines. 

His  break  came  in  1977  when  Car 
<&  Driver  magazine  wrote  about  a 
supercharger  this  self-taught  engineer 
built  to  give  a  small  bmw  more  power. 
Orders  poured  in,  and  Reeves  sud- 
denly found  himself  in  the  turbo- 
charger  business.  And  besides  his  fine 
arts  degree,  Reeves  did  it  all  on  his 
own  with  nary  a  penny  from  his  mil- 
lionaire dad. 

What  started  out  as  a  garage  opera- 
tion is  now  a  small  factory,  employing 
30,  in  Old  Lyme.  Reeves'  Callaway 
Advanced  Technologies,  a  division  of 
Callaway  Cars,  designs  and  builds 
prototype  engines  and  components, 
such  as  the  engine  for  the  new  Aston 
Martin  Virage.  He's  a  car  manufactur 


er,  too,  building  the  Callaway  Cor- 
vette, a  special  twin  turbo  Corvette 
for  General  Motors  that  goes  to  191 
miles  per  hour,  and  0  to  60  in  4.4 
seconds.  It  starts  at  $82,000. 

Callaway's  gorgeous  new  model, 
the  Speedster — on  the  cover  of  Auto- 
mobile magazine  in  April  and  Motor 
Trend  in  June — goes  into  production 
this  summer.  The  450hp  Speedster, 
selling  for  $150,000  fully  taxed  and 
optioned,  carries  a  distinct,  cut-down 
windscreen  and  no  roof.  So  what  do 
you  do  with  no  roof  if  it  rains?  "Drive 
another  car,"  laughs  Reeves.  He  plans 
to  build  just  50.  Otis  Chandler  of  the 
Los  Angeles  Times  founding  family 
bought  the  prototype. 

Why  would  anyone  want  a  1 9 1  mph 
car?  Why  would  anyone  want  to  climb 
Mount  Everest?  It's  one  of  those 
questions:  If  you  have  to  ask,  there's 
no  use  trying  to  answer.  The  trouble  is 
not  many  want  to  climb  Mount  Ever- 
est or  own  a  191  mph  car.  Reeves' 
company  is  small,  with  annual  sales 
from  $2  million  to  $5.5  million.  And 
for  Reeves,  as  for  everyone  else  in  the 
car  business,  this  is  a  down  year. 

"We  have  to  sell  two  cars  a  week  to 
make  our  monthly  nut,"  he  says. 
Right  now  that's  about  what  he  sells. 
But  money  has  never  been  the  sole 
goal  of  this  car  buff.  His  goal  is  to 
build  a  car  from  the  ground  up  in  the 
tradition  of  the  great  coach  builders 
of  a  half-century  ago — Bugatti,  Dela- 
haye,  Duesenberg. 

Reeves  has  two  models  in  mind. 
The  Grande,  as  he  calls  it,  would  be  a 
luxurious  and  powerful  sedan.  The 
second  dream  is  more  difficult:  an 
ultralightweight,  powerful  yet  "re- 
sponsible" car.  It  would  weigh  60%  of 
today's  midsize  car,  yet  "would  suck 
the  headlights  out  of  anything  on  the 
road,"  says  Reeves,  doing  0  to  60  in  4- 
seconds — and,  here  comes  the  re- 
sponsible part,  would  stop  from 
60mph  in  100  feet,  and  get  30  miles 
to  the  gallon. 

Reeves  might  just  make  that  goal. 
Even  if  he  doesn't,  he  has  already 
done  what  he  wanted  with  his  life — 
and  has  been  successful  in  his  chosen 
field.  Reeves  has  two  children  of  his 
own.  What  if  one  of  them  would 
rather  study  law  at  Yale  than  build 
Speedsters?  "I'm  going  to  take  a  lea 
son  from  my  old  man  on  that  one," 
says  Reeves.  Hi 
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Invest  In 
Diamonds. 


Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
lere  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  the  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
1  lli  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  it's 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instantly  to  go  where  you  go. 

How  do  you  invest  in  diamonds?  Ask  for  DiamondTel®  at  your  cellular  dealer. 

A  DiamondTel 

©  1991  Mitsubishi  Electronics  America,  Inc.,  800  Biermann  Court,  Mount  Prospect,  IL  60056  (708)  298-9223 


FACES  BEHIND  THE  FIGURES 


EDITED  BY  JASON  ZWEIG 


The  trouble  with  Harry 

According  to  one  well-known  busi- 
ness magazine,  Integrated  Waste  Ser- 
vices Inc.  is  the  hottest  of  the  coun- 
try's "hot  growth  companies."  Inves- 
tors may  get  burned. 

Based  in  Buffalo,  N.Y.,  Integrated 
is  a  landfill  operator  and  trash  hauler 
(1990  revenues,  $21  million).  It  is 
run  by  James  Harry  Williams,  59,  who 
has  hauled  plenty  of  garbage  around 
the  block. 

Integrated  has  been  cited  three 
times  this  year  by  Ohio  environmen- 
tal officials  for  dumping  contaminat- 
ed soil  and  other  prohibited  materials 
at  one  of  its  landfills.  Ohio's  Attorney 
General  is  investigating. 

Brushes  with  authority  are  nothing 
new  for  Williams.  In  1983  he  and  his 
brother  Francis  sold  Cecos  Interna- 
tional, a  toxic-waste  hauler,  to 
Browning -Ferris  Industries  for  $85 
million.  New  York  State  is  suing  Har- 
ry, charging  that  Cecos  bribed  a  local 
official  to  get  a  cleanup  job  at  Love 
Canal.  Harry  says  the  suit,  filed  in 
1983,  is  nonsense:  "If  there  was  any- 
thing to  it,  it  would  have  been  over 
long  before  now." 

When  it  bought  Cecos,  Browning- 
Ferris  made  the  Williams  brothers 
sign  a  five-year  noncompete  agree- 
ment. When  the  agreement  expired, 
Francis  Williams  began  building  Kim- 
mins  Environmental  Service  Corp., 


which  has  allegedly  buried  hazardous 
waste  instead  of  removing  it  (Forbes, 
June  25,  1990). 

Brother  Harry,  meanwhile,  looked 
for  his  own  opportunity.  In  1988  a 
congressional  investigation  identified 
him  as  a  secret  investor  in  Envirosure 
Management  Corp.,  a  Blinder,  Rob- 
inson penny  stock  company  that  was 
indicted  last  year  for  filing  false  dis- 
posal records.  The  investigation 
linked  Envirosure  to  two  firms  with 
alleged  organized  crime  connections. 
Explains  Harry:  A  trust  for  his  daugh- 
ter lent  the  company  $40,000  in 
1984,  which  was  converted  into 
$885,000  worth  of  stock  when  Envi- 
rosure went  public  in  1985. 

In  1987  the  trust  lent  $3  million  to 
another  fledgling  upstate  New  York 
trash  hauler,  Integrated  Waste  Ser- 
vices. Soon  after  the  noncompete 
agreement  with  Browning-Ferris  ex- 
pired, in  1989,  the  trust  converted  the 
loan  to  equity  and  Harry  Williams 
took  over  as  chief  executive. 

Integrated  sold  stock  to  the  public 
at  5  in  May  1990,  then  at  8  this  April. 
The  Williams  clan  has  also  sold  a  batch 
of  businesses  and  real  estate  to  Inte- 
grated for  at  least  $2.5  million.  At  a 
recent  share  price  of  12,  the  firm  is 
valued  at  $94  million — 4.5  times  sales 
and  54  times  1990  earnings.  Integrat- 
ed Waste  is  hot  all  right,  but  then  so  is 
plutonium.  -Fleming  Meeks 


Integrated  Waste 
Services' 
Harry  Williams 
A  curious 
record. 


The  greats  of  Roth 

Since  Joe  Roth  became  head  of  Ru- 
pert Murdoch's  Twentieth  Century 
Fox  Studios  nearly  two  years  ago,  he 
has  produced  several  profitable  films. 
Home  Alone,  this  past  winter's  come- 
dy surprise,  cost  $18.2  million  (ex- 
<  eluding  promotional  costs)  to  pro- 
duce and  grossed  $270  million.  Ed- 
ward Scissorhands  cost  $20  million  to 
produce,  opened  around  Christmas 
and  grossed  more  than  $56  million. 
Under  Roth,  Fox  Studios  has  jumped 
from  seventh  place  among  the  stu- 
dios, with  a  6.5%  box  office  share,  to 
first,  with  18.3%. 

Of  the  huge  return  on  Home  Alone, 
Roth  says  simply:  "We  got  lucky." 
But  Roth,  41,  has  been  making  his 
luck.  Before  joining  Fox,  he  spent  two 
years  at  Morgan  Creek  Productions, 
the  low-cost,  high-volume  producer 
(Forbes,/«w.  23, 1989).  He  has  recast 
Fox  in  the  same  mold.  Last  year  Fox 
made  17  films,  and  only  one — the 
$70  million  Die  Hard  2 — broke  the 
industry's  average  budget  of  $26  mil- 
lion (excluding  promotional  costs). 

Roth  squashes  costs  partly  by  mak- 
ing movies  other  studios  have  already 
nixed — and  already  partially  devel- 
oped. Home  Alone  and  Edward  Scis- 
sorhands, for  example,  started  at 
Warner  Bros.  To  get  more  mileage 
out  of  those  lower  costs,  Roth  is 
pushing  overseas  sales.  In  fiscal  1991 
(ending  June  30)  Fox  will  do  $225 
million  in  rentals  abroad — 60%  ahead 
of  projections.  "In  the  past,"  says 
Roth,  "we  used  to  aggressively  pro- 
mote only  5  or  so  of  our  pictures 
[overseas].  Now  it's  15." 

For  all  his  reputation  as  a  cost- 
conscious  producer,  Roth  insists  that 


Joe  Roth,  head  of 
Twentieth  Century 
Fox  Studios 
First  tho  story, 
then  the  math. 
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Charles  Sporck 

of  National 

Semiconductor 

Corp. 

How  to 

handle 

Japan. 


accountants  cannot  make  successful 
films.  "You  have  to  start  from  the 
story,"  he  says.  "Then  you  manage 
the  math."  -Lisa  Gubernick 

Do  as  I  do, 
not  as  I  say 

After  more  than  three  decades  in 
the  chip  industry,  National  Semicon- 
ductor Corp.'s  Chief  Executive 
Charles  Sporck,  63,  retired  last 
month.  Standing  6  foot  5  and  sport- 
ing a  handlebar  mustache,  Sporck  is 
also  one  of  the  founders  of  Sematech, 
the  government-sponsored  research 
consortium  of  chipmakers,  and  .  an 
advocate  of  a  U.S.  industrial  policy. 

The  U.S.  semiconductor  industry 
still  lags  Japan's,  which  became  the 
world's  top  chip  producer  in  1988. 
More  ominously,  Sporck  predicts  that 
Japan  could  pull  ahead  in  computers 
as  early  as  next  year.  "Our  trading 
partners  have  pursued  an  industrial 
policy  efficiently  and  successfully,"  he 
says.  "There's  no  question  that  we 
have  to  do  it.  It's  a  matter  of  whether 
we  wait  until  we're  on  our  backs." 

Ironically,  Sporck's  career  achieve- 
ments contradict  his  political  stance. 
When  he  became  National  Semicon- 
ductor's head,  in  1967,  its  sales  were 
just  $7  million  and  it  was  on  the  brink 
of  bankruptcy.  By  1981  Sporck  had 
made  National  the  world's  first  bil- 


Encore,  Inc. 
Chief  Executive 
John  Sie 
More  movies 
for  a  shrinking 
market. 


lion-dollar  chipmaker.  The  son  of  a 
New  York  cabbie  who  drove  to  work 
in  an  old  pickup  truck,  he  has  always 
pinched  his  pennies  white.  At 
Sporck's  retirement  party  one  em- 
ployee recalled  bringing  a  goat  to 
"mow"  the  lawn  at  company  head- 
quarters, to  spare  Sporck  the  pain  of 
hiring  a  gardener. 

The  company  faltered  in  the  mid- 
1980s  while  Sporck  was  off  organiz- 
ing Sematech  and  lobbying  Congress. 
•"Sematech  was  something  that  need- 
ed to  be  done,"  Sporck  recalls.  "At 
the  same  time,  National  did  suffer  as  a 
result.  I  don't  know  where  I  would 
come  down  if  I  had  to  do  it  again." 

Sporck  returned  to  National  full- 
time  in  late  1988  and  began  closing 
plants  and  shucking  unprofitable 
lines.  Amid  the  worst  slump  in  the 
industry  since  1985,  National  is  click- 
ing again.  After  taking  a  $143  million 
restructuring  charge  in  199  l's  first 
quarter,  the  firm  should  earn  up  to 
$62  million  next  year — without  a  na- 
tional industrial  policy.  -Julie  Pitta 

"It's  scary" 

At  age  13,  John  Sie  huddled  in  a 
cargo  ship  as  his  family  fled  mainland 
China  for  Taiwan  in  1949.  At  55,  Sie 
is  one  of  the  top  executives  in  cable 
television — but  he  has  never  run  his 
own  cable  company  until  now. 


Sie  is  chairman  and  chief  executive 
of  Encore,  Inc.,  a  pay  service  that  will 
show  hit  movies  from  the  1960s, 
1970s  and  1980s.  Nationally,  the  ser- 
vice begins  this  month  in  6.3  million 
homes  served  by  Tele -Communica- 
tions Inc.  or  its  affiliate,  United  Artists 
Entertainment  Co.  Liberty  Media,  re- 
cently spun  off  from  tci,  put  up  most 
of  the  undisclosed  startup  capital  and 
got  a  majority  stake  in  Encore;  Sie 
starts  with  less  than  a  third. 

Sie,  an  electrophysicist,  came  to 
cable  in  1972  after  cofounding  Micro 
State  Electronics  Corp.,  now  part  of 
Raytheon  Co.  He  has  since  been  a 
senior  executive  at  General  Instru- 
ments' Jerrold  Division,  Viacom  In- 
ternational's Showtime,  and,  since 
1984,  tci — where  he  was  senior  vice 
president  for  strategic  planning. 

In  launching  Encore,  Sie  faces  a 
difficult  challenge.  Fewer  than  40%  of 
cable  subscribers  take  pay  services, 
down  from  54%  in  1987.  "It's  scary," 
he  says. 

Sie  hopes  that  cable  operators  will 
use  Encore  as  a  "glue"  to  retain  cus- 
tomers thinking  of  canceling  costlier 
services  like  HBO  or  Showtime,  tci 
customers,  for  example,  will  be  of- 
fered Encore  for  $1  a  month — but  the 
price  rises  if  they  drop  other  pay  ser- 
vices, peaking  at  $4.95  for  those  who 
want  Encore  alone. 

But  TCI  is  taking  heat  for  offering 
Encore  on  a  trial  basis  and  canceling  it 
only  at  the  subscriber's  request.  Two 
state  attorneys  general  have  sued,  al- 
leging deceptive  marketing. 

But  the  launch  has  begun,  and  Sie 
predicts  that  he  will  break  even  on 
fewer  than  4  million  subscribers  by 
year-end.        -Kathryn  Harris   wm 
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Living  With  Taxflation  136 

By  William  Baldwin 

Inflation  and  taxation  conspire  to  de- 
stroy investors.  How  do  investors 
fight  back? 

Junk  Bonds: 

If  s  Not  Too  Late  138 

By  Gretchen  Morgenson 

When  you  buy  a  junk  bond,  it  pays  to 

think  like  an  equity  owner. 

Money  Man  Charles  Allmon        144 

By  Richard  Phalon 

His  fund  has  done  poorly,  despite  his 

stellar  reputation.  What  gives? 

Insurance  Stocks  146 

By  Suzanne  L.  Oliver 

Money  man  James  Melcher  has  been 
accumulating  bombed-out  insurance 
stocks  since  last  fall.  He  is  still  buying. 


Fund  Goulash  150  Socially  Sensible 

By  Paul  Klebnikov  Investing  164 

If  you  are  hesitant  to  pick  a  specific  By  Marcia  Berss 

fund,  you   can   get   an   all-purpose  While  activists  shun  politically  incor- 

blend.  Not  a  bad  idea — unless  you  get  rect    investments,    bargain    hunters 

stuck  with  an  extra  layer  of  fees.  clean  up  with  them. 


STRATEGIES 


148 


Saving  For  College 

By  William  Baldwin 

Here's  an  unorthodox  answer  to  the 
question,  "How  should  we  save  for 
our  child's  college  tuition?" 


The  New  Hedge  Funds  151 

By  Dyan  Machan 

You  can  buy  public  mutual  funds  with 
published  records  and  low  costs,  or 
private  funds  with  secret  records  and 
oudandish  costs. 

Minimum-Payout  Funds  156 

By  Suzanne  L.  Oliver 

and  Eric  Hardy 

Are  they  a  good  bet  for  retired  folk? 

Can  Tou  Believe 

Performance  Records?  160 

By  Katarzyna  Wandycz 

The  performance  numbers  in  Thomas 
Noddings'  sales  brochure  are  very 
different  from  his  real  results. 


REAL  ESTATE 


How  To  Buy  A  Castle 

In  Europe  166 

By  Peter  Fuhrman 

Or  a  villa,  chalet  or  dacha.  If  you  can 
handle  an  extra  layer  of  tax  returns, 
you  may  find  bargains  abroad. 

Distressed  Properties  172 

By  Christopher  Palmeri 

How  to  find  bargains  at  the  Resolu- 
tion Trust  Office  or  your  neighbor- 
hood insolvent  S&L. 


COMPUTERIZED  INVESTING 


176 


SOCIAL  INVESTING 
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Church  Bonds 

By  William  P.  Barrett 

If  you  feel  charitable,,  invest  elsewhere 
and  give  some  of  the  income  to  your 
house  of  worship. 


Investment  Clubs 

By  David  Churbuck 

Computer  bulletin  boards  are  a  great 

way  to  get  investment  software. 

Home  Trading  Screens  177 

By  Jeffrey  Rothfeder 

Used  properly,  PCs  can  put  you  on  a 

par  with  investment  pros. 

Dividend  Growth  182 

By  Eric  Hardy 

If  you  invest  for  yield,  don't  overlook 
dividend  growth.  It  can  be  more  im 
portant  than  pure  yield. 
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Should  you  deed  your 

house  to  your  kids 

to  save  on  estate  taxes? 


Computerized  Art  184 

By  Kathleen  K.  Wiegner 
and  Julie  Schlax 

Would  you  pay  $5,000  for  an  "origi- 
nal fax"  or  $50,000  for  a  string  of 
ones  and  zeros  representing  a  picture? 
That's  where  computer  art  is  headed. 
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Tax  Shelter  Woes 

By  Howard  Rudnitsky 

Your  tax  shelter  went  bust  and  your 

investment  was   wiped   out.    Guess 

what?  You  owe  the  IRS  a  tax  on  your 

"profit." 

Double-Tax-Free  Funds  194 

By  Katarzyna  Wandycz 

Simple  rules  to  help  figure  whether 

they  make  sense  for  you. 


PRESERVING  ASSETS 


Insurance  And 

Estate  Planning  198 

By  Leslie  Spencer 

Insurance  is  not  a  magic  potion  that 
eliminates  taxes.  So  think  twice  before 
loading  up  on  it  for  that  purpose. 

Tax  Saving  Trusts  200 

By  Laura  Saunders 

Trusts  are  not  just  for  the  very  rich, 
but  the  trick  for  most  of  us  is  picking 
the  right  trustee. 


Should  You  Give 

Tour  House  To  The  Kids 

While  Tou  Are  Alive?  204 

By  Laura  Saunders 

Grantor-retained  income  trusts  are 
touted  as  an  estate  tax  "loophole." 
But  make  sure  you  don't  die  early. 

Term  Life  Insurance  208 

By  Carolyn  T.  Geer 

The  policies  provide  simple  death 
protection  and  should  be  easy  to  com- 
pare on  price.  Should  be,  but  aren't. 


INTERNATIONAL 


The  ABCs  And  ADRs 

Of  Mexico  210 

By  Patrice  Duggan 

Mexico  is  getting  more  free  enterprise 
and  may  get  more  free  trade.  How  do 
you  get  a  piece  of  it? 

French  Lesson  212 

By  John  Marcom  Jr. 

The  average  stock  on  the  Paris  Bourse 
sells  at  only  12  times  earnings.  Here's 
how  to  play  the  French  market. 
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New  Issues 

By  Mark  Hulbert 

New  issues  are  a  sucker's  game.  Don't 
play  unless  you  get  an  inside  price  in  a 
bear  market. 


New  Issues, 

Continued  222 

By  Claire  Poole 

The  recent  crop  of  initial  public  offer- 
ings includes  some  real  doozies.  Sign 
of  a  market  top? 

Biotech  Investing  226 

By  Fleming  Meeks 
and  Mary  Beth  Grover 

Here's  how  to  buy — after  the  eupho- 
ria is  over. 

The  Hazards 

Of  Short-Selling  232 

By  Gretchen  Morgenson 

Though  it  has  limited  upside  poten- 
tial and  unlimited  downside  risk, 
short-selling  has  become  popular. 
Novices  beware. 

Investment  Scams  236 

By  Richard  L.  Stern 
and  Reed  Abelson 

Like  the  world's  oldest  profession, 
investment  scams  never  fade  from  the 
scene.  But  don't  smurk:  The  next  vic- 
tim could  be  you. 
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These  new  highs  on  the  Dow  index  are  an  illusion.  In 
fact,  the  stock  market  has  gone  nowhere  for  25  years. 
Nor,  considering  taxes  and  inflation,  should  it  have. 

The  uphill  battle 
for  investment 
survival 


How  inflation  stalled  the  stqif 


- 


Ratio  scale 


1000 


Bv  William  Baldwin 

Timely  question,  with 
the  bull  market  pawing 
the  ground  in  anticipa- 
tion of  another  forward 
dash:  Can  the  Dow 
break  the  all-important  psychological 
barrier  of  1000?  The  answer:  Not 
anytime  soon,  and  perhaps  not  in  our 
lifetimes.  The  stock  market  will  be 
doing  all  it  can  to  stay  put  for  a  while. 
Yes,  we  know  the  DJIA  recently 
broke  the  3000  mark.  But,  no,  we  are 
not  being  facetious  about  its  breaking 
1000.  Let's  define  our  terms.  The 
Dow  lones  industrial  average  we  are 
talking  about  is  the  Dow  restated  in 
1966  dollars.  The  Dow  hit  its  alltime 
high  in  real  (that  is,  inflation-adjust- 
ed )  terms  way  back  in  1966.  It  has  yet 
to  surpass  that  level.  In  early  1966  the 
average  approached  the  1000  mark, 
then  turned  away  at  995.  Since  then, 
the  Consumer  Price  Index  has  better 
than  quadrupled.  The  Dow  would 
have  to  be  at  4,200  today  to  equal  its 
1966  level,  and  with  inflation  at  4%  to 
5%,  the  target  goes  up  by  200  points  a 
year.  These  30  stocks  arc  going  to 
have  to  put  on  a  real  spurt  to  catch  up 
with  where  they  were  25  years  ago. 

Is  this  the  best  that  one  can  expect 
of  stocks,  that  they  cannot  maintain 
an  investor's  purchasing  power?  Not 
necessarily.  Allowing  for  inflation, 
stock  prices  did  quadruple  in  the  half- 
century  beginning  in  early  1941,  but 
the  entire  upward  movement  took 
place  in  the  first  half  of  this  period, 
between  1941  and  1966.  What  hap- 
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pened  after  that? 

It  is  certainly  not  the  case  that  the 
American  economy  stopped  growing 
in  1966.  What  happened  a  generation 
ago  to  choke  off  the  upward  move- 
ment in  inflation-adjusted  stock 
prices?  The  most  likely  villain  is  infla- 
tion itself,  which  shifted  into  high 
gear  as  the  Vietnam  War  got  under 
way.  In  the  1 5  years  to  1966,  consum- 
er prices  went  up  25%;  over  the  next 
15  years,  180%.  Note,  too,  that  when 
inflation  did  subside  in  the  early 
1980s,  stock  prices  picked  up  sharply. 

People  have  become  so  accus- 
tomed to  inflation  that  they  tend  to 
factor  it  out  of  their  investment  plans. 
Thev  should  not.  At  5%  inflation, 
$100,000  loses  $62,000  of  its  pur 
chasing  power  in  20  years.  Woe  betide 
the  investor  who,  living  in  an  infla- 
tionary economy,  treats  the  interest 
on  bonds  or  the  appreciation  on  stock 
as  purely  spendable  money.  Spend  all 
your  "income"  today  and  you  are 
consuming  your  capital. 

Inflation  is  thus  one  part  of  the 
scissors  that  are  cutting  away  at  capi- 
tal. The  other  part  is  taxes.  Since  most 
investors  are  in  or  near  the  top  mar 

nal  tax  rate,  a  10%  return  on  stocks 
or  bonds  translates  into  maybe  7% 
after  taxes  (less  if  you  live  in  a  high-tax 
state )  Now  adjust  your  return  for  5% 
inflation,  and  you  end  with  a  real 
return  of  2%.  Ten  percent  yields  you 
2%.  So  restrain  your  euphoria  over  the 
Dow's  new  highs. 

Theoretically,  stocks  should   pro 
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tect  against  inflation.  In  1979,  at  a 
time  when  inflation  was  raging  at  a 
double-digit  rate,  economists  Franco 
Modigliani  and  William  Conn  pub- 
lished a  classic  paper*  in  which  they 
said  that  Wall  Street  was  off  its  rocker 
in  valuing  stocks  as  low  as  they  then 
were.  Just  because  bond  prices  should 
respond  to  inflation  rates,  they  said,  is 
no  reason  for  stocks  to  follow  suit. 

How  should  owners  ol  stocks  react 
to  the  news  of  higher  inflation?  In 
Modigliani's  view,  with  i   Sup 

pose  that  in  an  era  of  Ration 

you  were  willing  to  pay  20  tunes 
earnings  for  growth  stocks  M00  for 
a  share  in  a  company  earning  $5  a 
share.    Now    inflation   kicks   in,   and 


•"Inflation,  Rational  Valuation  and  the 
Market,"  Financial  Analysts  Journal,  March- 
April  1979. 
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before  long  the  price  of  living  has 
doubled.  So  what?  You  should  still  be 
willing  to  pay  20  times  earnings. 

Why?  A  doubling  of  consumer 
prices  should  also  leave  your  factories 
worth  double  what  they  would  other- 
wise have  been.  Your  product  prices, 
your  profits,  your  dividends,  your 
book  value — and  hence  your  stock 
price — alhnaintain  their  real  values.  If 
your  business  was  destined  to  grow 
without  inflation,  then  with  inflation 
it  will  grow  at  the  same  real  rate. 

Only  this  doesn't  necessarily  hap- 
pen. One  reason  is  that  when  inflation 
gets  to  a  certain  point,  costs  in  many 
industries— regulated  utilities  being  a 
conspicuous  example — rise  faster 
than  revenues,  and  so  real  profits  and 
values  decline. 

The  other  problem,  already  men- 
tioned, is  taxes.  Note  that  Modigliani 
scarcely  alluded  to  taxes  on  investors, 


yet  that  is  a  central  concern.  What  if 
you  are  investing  now  to  pay  for 
college  bills  in  15  years?  At  current 
inflation  rates,  prices  will  double  by 
then.  Under  the  Modigliani  thesis,  so 
will  stocks.  But  even  if  they  do,  what 
happens  when  you  cash  in  to  pay  the 
tuition  bills?  You  pay  capital  gain 
taxes.  These  take  a  big  bite  out  of  your 
capital,  even  though  there  has  been 
no  real  gain.  This  is  certainly  a  disin- 
centive for  holding  stocks  and  other 
financial  assets. 

Where  does  all  this  leave  you  as  an 
investor?  In  our  view  it  means  you 
cannot  expect  the  stock  gains  in  the 
1990s  that  you  saw  in  the  1980s.  The 
boom  market  that  began  in  1982  did 
nothing  but  recapture  the  ground  lost 
to  the  rising  inflation  of  the  1970s. 
And  there  is  no  good  reason  to  believe 
that  the  inflation  rate  will  keep  going 
down  to  the  1.5%  of  1951  to  1966. 


Adjusted  for  inflation,  the  Dow  peaked  in 
1966;  the  S&P  500  average,  shown  here, 
in  1968.  Dividends  have  also  gone  no- 
where for  25  years. 


In  this  investment  guide  we  give 
specific  advice  for  dealing  with  the 
intertwined  problems  of  taxation  and 
inflation.  As  we  point  out  above,  you 
need  a  10%  nominal  yield  to  attain  an 
aftertax,  after-inflation  yield  of  2%. 
Where  to  get  that  10%  without  taking 
undue  risks? 

On  page  182  we  call  attention  to 
the  fact  that  dividend  growth  may  be 
more  important  than  dividend  yield 
in  picking  stocks  to  protect  against 
taxflation. 

Unlike  the  stock  market,  the  real 
estate  market  is  currently  in  a  de- 
pressed cycle.  On  page  172  we  make 
suggestions  for  finding  realty  bargains 
whose  appreciation  could  help  you 
lick  both  inflation  and  taxation.  On 
page  148  we  outline  a  strategy  for 
financing  college  costs  in  the  face  of 
taxflation. 

Don't  try  to  outguess  the  stock 
market.  On  page  144  we  recount  the 
tale  of  missed  opportunity  for  one 
great  stock  picker  who  tried  to  catch 
market  swings.  And  on  page  232  we 
warn  against  short- selling. 

Junk  bond  prices  have  rallied  sharp- 
ly this  year,  but  the  bonds  still  yield 
seven  percentage  points  more  than 
government  paper.  In  a  steeply  lever- 
aged corporation,  junk  debt  takes  on 
the  form  of  an  equity  substitute.  On 
page  1 38  we  give  advice  on  how  to  get 
inflation-and-tax-beating  yields  in 
this  tricky  market  by  thinking  like  an 
equity  owner. 

On  page  204  we  explain  how  aging 
parents  can  outwit  both  inflation  and 
estate  taxes  in  passing  the  family  home 
to  their  kids.  On  pa^e  198  we  explain 
how  second-to-die  insurance  policies 
can  help  preserve  your  estate — with 
the  caution  that  they  don't  work  for 
everyone. 

This  is  not  a  handbook  for  specula- 
tors. It  is  aimed  at  people  who  wish  to 
look  beyond  the  tumult  and  turmoil 
of  the  daily  markets  and  quarterly 
earnings  reports.  It  is  a  guide  for 
intelligent  investors  who  want  to  pre- 
serve their  assets  and  watch  them 
grow  amid  the  twin  perils  of  taxation 
and  inflation.  ■■ 
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Is  it  too  late  to  get  in  on  the  junk  bond  rally?  No,  but 
don't  assume  that  all  junk  bonds  are  equally  junky. 

The  window 
of  opportunity 

is  still  open 

By  Gretchen  Morgenson 

To  say  the  easy  money     will  you  still  be  able  to  make  money 
has  already  been  made  in     in  junk? 

junk  bonds  this  year  is  "For  a  trader  with  a  short-term 
only  half  right — invest-  mentality,  it's  going  to  be  hard  to 
ing  in  this  illiquid  mar-  make  money.  But,  for  the  investor 
ket  is  never  easy.  But  big  bucks  have  with  a  one-to-two-year  holding  peri- 
certainly  been  bagged  here,  and  in  od,  there  are  some  great  opportuni- 
record  time.  For  the  four  months  ties,"  says  Neil  Dabney,  38,  of  Dab- 
ended  April  1991,  the  Salomon  ney/Resnick  Asset  Management  Inc. 
Brothers  Extended  High  Yield  Index  This  Los  Angeles  firm,  founded  in 
of  735  issues — some  current  on  inter-  1989  by  two  Drexel  escapees,  handles 
est,  some  in  default — rose  almost  S400  million  in  mostly  junk  bond 
25%.  Junk  bonds  were  clearly  the  accounts  for  individuals  and  institu- 
place  to  be  in  early  1991. 

The  game  isn't  necessar- 
ily over,  although  it  has  cer- 
tainly entered  a  new  and 
more  selective  phase.  At 
around  1 5%,  junk  yields  are 
now  seven  percentage 
points  higher  than  yields  on 
ten-year  Treasurys.  That 
makes  the  sector  not  as 
much  a  giveaway  as  it  was 
just  four  months  ago  (aver- 
age spread  to  Treasurys,  ten 
points)  but  cheaper  than  it 
was  in  the  1980s  (a  spread 
of  only  four  points). 

This  kind  of  spread  at- 
tracts players.  Arbitragers, 
frustrated  by  the  lack  of 
deal  stocks  to  play,  are 
jumping  into  junk;  so  are 
hedge  fund  managers.  In- 
dividual investors  are  re- 
turning in  droves  to  junk 
bond  mutual  funds  and 
even  buying  specific  issues. 
And  what  about  you?  If 
you  missed  the  big  bulge, 


Neil  Dabney  and  Judith  Resnick 
How  to  spot  a  good  restructuring. 
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tions,  at  fees  from  0.75%  to  2%  a  year. 
Those  bearish  on  junk  cite  the  over- 
hang of  junk  waiting  to  be  sold  by 
failed  thrifts  and  insurers.  An  exagger- 
ated fear,  says  Dabney.  "With  all  the 
new  vulture  funds  and  the  issuers 
themselves  buying  in  their  debt,  there 
*are  potentially  more  buyers  than  sell- 
ers. The  supply  will  be  absorbed." 

But  here's  the  key:  Not  all  junk  is 
equal.  "Even  the  garbage  is  moving," 
says  Judy  Resnick,  49,  Dabney's  part- 
ner and  a  former  high-yield  bond 
salesperson.  All  the  more  reason  for 
investors  to  beware  of  trading  in  this 
market.  With  wide  spreads  between 
bid  and  asked  prices,  individual  inves- 
tors are  all  but  certain  to  lose  if  they  go 
in  and  out.  As  Dabney  says,  junk  now 
is  for  those  with  long  horizons. 

What  do  Dabney  and  Resnick  like 
now?  For  aggressive  accounts,  they're 
betting  on  bonds  of  troubled  compa- 
nies, some  in  the  midst  of  recapitaliza- 
tions (see  table,  p.  140).  What  qualifies 
as  a  good  restructuring?  "For  starters, 
we  want  to  know  if  it's  a  real  busi- 
ness," says  Dabney.  "Then  we  look  at 
the  extent  of  the  bank  debt  and  see 
who  the  secured  and  unsecured  credi- 
tors are."  If  there's  a  limited  amount 
of  bank  borrowings  and  the  secured 
debt  is  concentrated  in  only  a  few 
hands,  then  it's  relatively 
easy  to  do  a  successful  re- 
structuring. "Most  of  the 
time  creditors  are  unrealis- 
tic about  what  they'll  get. 
When  there  aren't  as  many 
holders,  it's  easier  to 
negotiate,"  he  says. 

Take  IPS  Textile,  the  old 
J. P.  Stevens  textile  and  fab- 
ric manufacturer  taken  pri- 
vate in  1988.  When  Dab 
ney/Resnick  first  recom- 
mended the  bonds  a  yen 
ago,  jps  was  unable  to  pay 
off  the  bank  borrowings 
coming  due  that  year,  was 
close  to  violating  many  of 
the  covenants  of  its  credit 
agreements  and  had  just  en- 
tered into  negotiations  with 
creditors  to  reduce  its  debt. 
Dabney/Resnick  began 
buying  some  ( if  the  1 5  '/is  c  >l 
1999  at  40  cents  on  the 
dollar  and  14 ViS  of  2000  at 
25  cents  on  the  dollar. 
Dabney    explains:     "JPS 
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"Our  corporate  clients  depend  on  us.  Their 
employees  depend  on  them.  So  when  we 
guarantee  a  rate  for  401K  plans,  we  protect 


ourselves  with  CBOT  T-Note  futures!' 


Thomas  C.  Hardy 
Executive  Vice  President  and 
Chief  Financial  Officer 
Provident  Companies 


"Our  clients  are  intelligent  buyers^'  states  Hardy.  'They  demand  a  prudently  managed  portfolio!' 

After  all,  Providents  clients  are  Fortune  500  companies  with  multi-million  dollar  401K  plans.  They 

rely  on  Providents  stability  and  its  ability  to  manage  risk.  And  Provident  relies  on  CBOT  T-Note  futures  and 

options.  'They're  our  best  hedge  against  adverse  interest  rate  movement,"  asserts  Hardy.  "Nothing  matches  our 

risk  better' 

If  your  firm  is  facing  interest  rate  risk,  find  out  more  about  CBOT 
Treasury  futures  and  options.  For  literature,  call  1-800-THE-CBOT, 
ext.  6002,  or  1-312-435-3558,  ext.  6002. 


f|)  Chicago  Board  of  Trade 


EQUITIES 


High-risk  junk 

Issue 

Recent 

Current 

Yield  to 

The  case  for . . . 

price* 

yield 

maturity 

• 

Allied  Stores/llV2s  of  1997 

12 

— 

— 

Almost  through  bankruptcy  proceedingsi'good  franchise;  bondholders  will  get  stock  in  new  Federated. 

Continental  equip  tr  cert/1 21/2S  of  1999 

37 

— 

— 

Overdone  selling  on  Eastern  bankruptcy;  underlying  assets  worth  more  than  market  value  of  debt. 

International  Controls/1 2%s  of  2001 

55 

23.2% 

25.2% 

Company  buying  its  bonds;  interest  covered  by  cash  flow;  additional  cushion  of  cash  in  bank. 

Levitz  Furniture/1 27/ss  of  1997 

64 

20.0 

24.5 

Well  managed;  interest  covered  by  cash  flow;  deep-pocketed  Pritzkers  are  part  owners. 

MGM-Pathe/125/os  of  1993                                55 

23.0 

43.7 

Bankruptcy  filing  seems  unlikely;  interest  covered  by  cash  flow;  assets  cover  debt. 

l:S&**  &-t*i!mUmBMM 

Low-risk  junk 

Issue 

Golden  Nugget  (Mirage  1st  mortgage)/lls  of  1994 

JPS  Textile  Group/1  l%s  of  1995 

Kaiser  Aluminum  &  Chemical/MVis  of  1995 

Revlon  Group/13%s  of  1996 

Unisys  Finance/93/ios  of  1993 

*As  of  May  28.  A  price  of  100,  or  par,  equals  a  price  of  $1,000. 
Source:  Dabney/Resnick. 


Recent 

Current 

Yield  to 

price* 

yield 

maturity 

98 

11.2% 

11.8% 

87 

13.5 

16.3 

102 

14.0 

13.6 

94 

14.5 

15.3 

86 

10.8 

16.8 

There's  still  money  to  be  made 
in  high-yield  paper.  Here,  ten 
issues  worth  a  look.  The  top  five 
are  for  stouthearted 
speculators  in  search 
of  capital  gains; 
the  bottom  five  are  for 
coupon  clippers 
looking  for  yield. 
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Textile  was  covering  its  interest.  The 
problem  was  that  in  June  1992  a  large 
zero  coupon  bond  was  to  convert  to  a 
bond  that  cash  flow  didn't  cover.  But 
the  ongoing  business  far  exceeded  the 
market  value  of  the  debt,  so  we  felt 
we'd  earn  our  coupon  for  a  year  even 
without  a  quick  restructuring."  It  also 
helped  that  there  were  only  a  few  big 
bondholders.  Dabney/Resnick  sold 
its  1 5  Vis  for  a  1 1 0%  gain  but  still  owns 
the  14V4s,  recently  quoted  at  35  bid. 

In  March  Dabney/Resnick  began 
to  study  the  collateral  behind  the 
Continental  Airlines  equipment  trust 
certificates.  This  meant  pricing  air- 
planes and  parts  in  today's  market, 
then  assigning  future  values  for  them. 
David  Millison,  director  of  research, 
says:  "After  Continental  filed  Chapter 
11  last  December  the  equipment 
trusts  went  to  22  cents  on  the  dollar — 
investors  felt  the  prices  paid  for  East- 
ern planes  in  its  liquidation  were  low. 
But  we  thought  the  equipment  was 
worth  more  than  the  value  the  market 
had  assigned  to  the  debt."  Millison 
recommended  two  of  the  trusts  in 
April;  two  months  later  they're  up 
nearly  30%. 

Besides  undervalued  assets  and  op- 


erating income  (profit  before  depreci- 
ation, interest  and  tax),  what  does 
Dabney/Resnick  look  for  in  a  dis- 
tressed bond?  Fear  and  loathing 
among  other  investors  is  often  a  tip- 
off  to  an  opportunity.  And  if  a  compa- 
ny owns  a  valuable  brand  name,  that's 
an  important  consideration. 

Another  plus:  an  owner  or  big  in- 
vestor in  the  company  that  has  deep 
pockets  and  an  interest  in  making  the 
operation  work.  For  instance,  the  firm 
likes  the  Levitz  Furniture  127/ss  of 
1997  (recent  price,  64),  mostly  be- 
cause the  wealthy  Pritzker  family  of 
Chicago  owns  1 1%  of  the  parent  com- 
pany's equity. 

What  doesn't  Dabney/Resnick 
like?  "We  have  avoided  financial  insti- 
tutions, because  there's  so  much  le- 
verage on  top  of  you,"  says  Dabney. 
"And  there's  always  the  potential  for 
changes  in  government  regulation," 
adds  Resnick.  The  firm  also  generally 
steers  clear  of  unsecured  credits  in 
highly  cyclical  industries. 

What  if  interest  rates  spike  up?  Dab- 
ney: "That  would  hurt  our  markets. 
But  there  are  still  bonds  out  there 
where  the  results  don't  depend  on 
interest  rates  or  the  equity  market — 


situations  where  you  couldn't  replace 
a  business  for  the  debt." 

Remember  this:  Securities  markets 
are  generally  quite  efficient;  that  is, 
they  tend  to  price  securities  at  what 
they  are  worth  at  the  moment.  Smart 
investors  search  out  inefficiencies — 
improperly  valued  stocks.  Because  it  is 
illiquid  and  highly  specialized,  the 
junk  bond  market  offers  more  than  its 
share  of  inefficiencies. 

Our  best  advice  to  individual  inves- 
tors is  this:  Don't  be  afraid  to  invest  in 
this  market — there  are  good  profit 
opportunities — but  hire  a  guide.  That 
is,  invest  through  a  no-load  mutual 
fund.  The  fund  has  analysts  who 
spend  their  days  reading  bond  inden- 
tures and  chatting  up  the  players;  you 
don't  have  the  time  or  facilities  to  do 
that.  A  no-load  junk  bond  fund  is 
highly  suitable  for  iras,  because 
junkers  pay  a  lot  of  interest  that  would 
be  taxable  outside  an  IRA. 

The  three  largest  no  load  junk 
bond  funds  are  in  the  Fidelity,  T. 
Rowe  Price  and  Vanguard 
families.  Their  annualized 
tl live  year  total  returns  arc, 
respectively:  4.5%,  3.6% 
and  5.2%.  M 
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START  PLANNING  FOR  RETIREMENT. 
RESERVE  YOUR  SEATS  NOW. 

If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it9  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  to  keep  pace  with  the  rapidly  rising  cost  of 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still. 

It's  time  to  contact  The  New  England.  With 
more  than  150  years  of  experience  and  more  than 
$55  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 
options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  make  sure  it  changes  as  /our  needs  change. 

So,  if  you  want  the  best  seats  available 
for  your  retirement,  act  now 

Reservations  will  be  gladly  accepted. 
Call  1-800-6(52-2448,  Ext.  907  for  more 
information,  including  our  free  brochure. 
The  New  England.  \bur  Financial  former, 
\bur  Financial  Future. 


Qg  The  New  England 

«5S5?      Insurance  and  Investment 


® 


The  name  "The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Compar.  /.  Boston,  Massachusetts 


To  Hitachi,  the  true  measure  of  a  corporation 
cannot  be  found  on  the  financial  pages  or  a  balance 
sheet. 

Rather,  the  true  measure  of  a  company's  worth 
is  its  commitment  to  enhance  the  quality  of  life. 

Few  corporations  can  compare  with  Hitachi  in 
this  regard. 

Our  16,000-person  R&D  department  creates 
technologies  that  directly  affect  the  lives  of  people 
everywhere. 

We're  involved  in  the  development  of  a  vast 

©1991  Hitachi,  Lid  Tokyo,  Japan  All  rights  reserved. 


range  of  medical  diagnostic  equipment.  Hydroelec- 
tric and  thermal  power  plants.  Computers,  semicon- 
ductors and  locomotives.  Scientific  research  and 
analyses  instruments.  As  well  as  consumer 
electronics,  new  materials  and  telecommunications! 
systems. 

With  33  research  laboratories  located  in 
Japan,  Europe  and  the  United  States,  R&D  is  ike 
lifeblood  of  Hitachi.  It's  the  reason  we're  the  ninth 
largest  corporation  in  the  world.  With  290,000 
employees  and  172  offices  in  34  countries. 


Community 
Involvement 


Hitachi  is  a  people  company  in  other  ways,  too. 

Our  recently  established  GREEN  Center 
^Global  Resources,  Environment  &  Energy  System 
lenter)  will  soon  join  the  battle  to  solve  such 
problems  as  acid  rain,  the  greenhouse  effect  and 
Dzone  depletion.  Even  more,  we  accept  some  50 
oreign  researchers  every  year  to  work  at  our 
"esearch  laboratories.  The  international  exchange 
}f  information  that  takes  place  leads  to  technologi- 
:al  advances  and  stimulates  further  discussion 
imong  the  academic  community. 


The  breadth  and  scope  of  Hitachi  is  deep, 
indeed.  Our  products  are  found  in  offices,  stores, 
factories,  hospitals  and  homes  around  the  world. 

And  with  a  people-oriented  philosophy,  Hitachi 
will  continue  to  grow  and  secure  a  place  as  a  citizen 
of  the  world.  Creating  products  and  technologies 
that  make  the  lives  of  people  everywhere  better. 

*$2,718  million;  net  R&D  expenditures  for  the  year  ended  March  31, 1990.  US$1  =  ¥158 

0  HITACHI 


EQUITIES 


Charles  Allmon  is  one  of  the  great  growth  stock  pickers, 
but  his  fund  has  done  poorly.  What  gives? 

Do  what  I  say, 
not  what  I  do 


By  Richard  Phalon 


Fund  manager  and  newsletter  publisher  Charles  Allmon 
The  Charles  Allmon  Trust  would  have  done  better 
if  its  manager  had  the  courage  of  his 
stock-picking  convictions. 
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Charles  Allmo.vs 
S 1 2  7  million  Growth 
Stock  Outlook  Trust 
changed  its  name  to  the 
Charles  Allmon  Trust  in 
May.  "It's  not  self-aggrandizement," 
Allmon  told  Forbes.  "We  had  to  get 
'growth  stock'  out  of  the  name.  Peo- 
ple have  been  saying,  'You're  sitting 
on  a  lot  of  cash  and  that's  not  growth 
stocks.'  " 

To  put  it  mildly.  The  Growth  Stock 
Outlook  Trust  didn't  grow.  It  has 
been  one  of  the  worst  closed-end 
growth  funds  over  the  past  five  years. 
When  it  went  public  five  years  ago  the 
price  was  S10  a  share.  Recent  market: 
S10  a  share. 

For  more  than  a  quarter-century 
the  now  70-year-old  Allmon  has  been 
the  great  aposde  of  investing  in  small 
companies  with  good  growth  rec- 
ords— the  so-called  small -cap  growth 
stocks.  He  talked  them  up  on  televi- 
sion and  the  chicken-and-peas  semi- 
nar circuit  and  tracked  them  in  his 
twice -monthly  Growth  Stock  Outlook 
investment  newsletter,  namesake  of 
the  closed-end  fund  launched  in 
March  1986. 

Along  the  way,  Allmon  made  some 
fabulous  calls.  Two  of  the  companies 
recommended  in  the  newsletter  since 
the  1970s,  Limited  and  Food  Lion, 
have  gone  up  more  than  55,000% 
since  he  put  them  on  his  list.  Over  the 
IOV2  years  through  1990,  according 
to  Mark  Hulbert  of  the  Hulbat  Fi- 
nancial Digest,  the  shorter  list  of 
stocks  that  make  up  the  Allmon  let- 
ter's model  portfolio  have  returned  an 
average  16.6%  a  year,  against  the  mar- 
ket's 15.3%.  On  paper,  Allmon's 
stock-picking  performance  is  all  the 
more  remarkable  in  that  his  focus  has 
been  on  smallish  ovcr-thc  counter 
companies,  a  sector  that  fell  badly 
short  of  the  overall  market  in  the 
Fighties. 

H  Allmon  is  so  smart,  why  didn't  his 
fund  do  better? 

The  difference  between  Allmon  the 
newsletter  stock  picker  and  Allmon 
the  money  manager  comes  down  to  a 
single  word:  timing.  When  Allmon 
buys  a  stock  he  doesn't  make  too 
many  mistakes.  But  the  trouble  is  he 
hasn't  done  enough  buying.  During 
five  yean  of  steadfast  bcarishness,  he- 
has  been  very  reluctant  to  bin.  So, 
while  he  did  make  some  great  buys,  he 

Forbes  ■  June  M.  1991 


Stocks  on  Charles  Allmon's  tree 

2-month 

Recent 

Latest  1 

Company/business 

Analysts  International/computer  svcs  &  software 

price 

15'/2 

EPS 

P/E 

$1.06 

14.6 

Arnold  Industries/trucking 

53V2 

3.25 

16.5 

Clarcor/filtration  sys,  consumer  prods 

27% 

2.10 

13.1 

Dress  Barn/women's  apparel 

13V2 

0.63 

21.4 

Expediters  International/intl  freight  forwarding 

27V< 

1.67 

16.3 

Geodynamics/defense  &  intelligence  software 

12 

■ 

1.35 

8.9 

Harleysville  Group/insurance 

281/2 

3.28 

8.7 

Intertrans/intl  freight  forwarding 

20 

1.13 

17.7 

Lindsay  Manufacturing/electrical  irrigation  sys 

27% 

2.76 

10.1 

Programming  &  Systems/vocational  schools 

5Vs 

0.66 

7.8 

TSI/precision  instruments 

19V2 

1.03 

18.9 

Vallen/industrial  safety  &  health  prods 

22V2 

1.04 

21.6 

In  the  Eighties  many  of  Charles  Allmon's  stock 
recommendations  did  better  than  his  closed-end  fund.  Allmon 
currently  has  a  large  cash  position  in  his  fund  and 
is  bearish  about  the  overall  market.  Nevertheless,  he  likes 
the  growth  stocks  listed  above. 


kept  such  a  large  part  of  his  portfolio 
in  cash  that  his  overall  performance 
was  badly  diluted.  And  so  he  missed 
the  second  half  of  the  1980s  bull 
market. 

At  the  moment,  Allmon's  New 
York  Stock  Exchange -listed  fund  is 
only  about  25%  invested  in  stocks.  It 
has  been  sitting  on  a  pile  of  cash  for 
years.  As  a  result,  the  fund's  perfor- 
mance has  created  some  truth-in-la- 
beling problems. 

Is  the  Allmon  Trust  really  running  a 
growth  stock  fund,  or  is  the  Allmon 
Trust  actually  a  money  market  fund 
with  an  equity  front?  Looked  at  as  a 
money  market  fund,  it  is  very  over- 
priced, with  a  1.5%  annual  expense 
ratio.  That  includes  a  stiff  1%  manage- 
ment fee  that  has  brought  Allmon  a 
total  of  $6.3  million  over  the  last 
five  years" 

The  bearish  pattern  at  the  trust  is 
totally  at  odds  with  Allmon's  promise 
in  the  1986  prospectus  launching  the 
fund.  In  that  document  he  said  that 
"at  least  65%  of  total  assets"  would 
be  in  stocks,  "typically"  those  of 
"small,  lesser-known"  companies. 
Long-term  capital  appreciation  was 
enshrined  as  "fundamental  policy." 
The  promises  were  carefully  hedged, 
of  course. 

If  the  market  didn't  look  right,  or  if 


Allmon  thought  that  a  "temporary 
defensive  position"  was  called  for,  he 
could  stay  in  cash. 

That  defensive  posture  didn't  hurt 
all  that  much  so  long  as  small  stocks 
remained  relatively  dormant.  But 
when  they  suddenly  took  off  last  fall, 
Allmon  was  left  asleep  at  the  switch. 
Coming  belatedly  alive,  Allmon 
rushed  out  a  spray  of  investments, 
'many  of  them  worth  under 
$100,000,  in  some  60  companies. 
Among  the  companies  are  a  sampling 
of  computer  peripherals  (Altera  Corp. 
and  Linear  Technology),  computer 
services  (Corporate  Software  and 
SunGard  Data  Systems)  and  comput- 
er software  (Autodesk  and  Legent 
Corp.). 

Despite  that  show  of  activity,  it 
seemed  that  Allmon  was  ambivalent 
about  where  the  market  was  going. 
On  Mar.  1  the  telephone  hot  line  that 
is  part  of  his  advisory  letter  service 
announced  a  sudden  shift  in  the  mod- 
el portfolio  from  1 1%  to  48%  invested. 
But  the  same  hot-line  speech  was 
larded  with  references  to  a  coming 
bear  market.  By  May  24,  the  newslet- 
ter's model  portfolio  had  been  cut 
back  to  23%  invested. 

The  same  was  true  of  the  fund: 
While  Allmon  did.  throw  more  money 
into  stocks,  he  kept  the  fund  still  top- 


heavy  in  cash.  As  a  result  the  Allmon 
Trust  was  up  only  5%  in  the  first 
quarter  of  1991,  about  one-sixth  of 
the  gain  shown  by  the  over-the- 
counter  stocks  that  are  supposed  to  be 
Allmon's  meat  and  drink. 

Allmon  remains  unshaken  in  his 
bearish  view  that  the  majority  of 
stocks  are  grossly  overpriced  by  tradi- 
tional analytical  standards;  that  a  lack 
of  liquidity  in  small-capitalization 
stocks  has  reached  the  flash  point;  and 
that  financial  markets  everywhere  are 
heading  for  a  great  crash  in  which  cash 
will  be  king. 

Allmon  evidently  still  hopes  to  pull 
ahead  of  other  equity  managers  when 
the  next  great  crash  comes.  "These 
funds  will  have  to  sell  to  me,"  he  says, 
"and  I'll  be  buying  cheap."  When? 
Perhaps  right  after  the  next  presiden- 
tial elections.  In  the  meantime,  All- 
mon is  hauling  in  sail — excising 
"growth"  from  the  fund's  name  and 
deleting  the  original  prospectus'  ref- 
erence to  the  trust's  being  at  least  65% 
invested.  The  stated  objectives  now 
include  an  "emphasis  upon  the  pres- 
ervation of  capital." 

There's  a  moral  here  for  investors, 
big  and  small,  new  and  old:  Beware  of 
market  timing,  of  trying  to  catch  the 
big  swings  in  the  stock  market.  Had 
Charles  Allmon  practiced  the  invest- 
ment philosophy  he  preached,  instead 
of  trying  to  outguess  the  market,  both 
he  and  his  investors  would  have  been 
far  better  off. 

Contrast  his  results  with  those  of 
Peter  Lynch,  the  now  retired  head  of 
Fidelity  Magellan  Fund:  By  remain- 
ing fully  invested  through  thick  and 
thin  in  stocks  that  Lynch  liked,  Ma- 
gellan handily  outperformed  the  mar- 
ket even  though  it  took  a  temporary 
beating  in  October  1987. 

Allmon  bristles  at  the  suggestion 
that  he's  a  market  timer,  and  insists 
that  his  only  touchstone  is  value.  In- 
vestors don't  have  to  quarrel  with  that 
self-estimate  to  benefit  from  Allmon's 
stock-picking  skills. 

In  the  table  above,  we  show  12 
over-the-counter  stocks  in  the  news- 
letter's model  portfolio.  The  portfo- 
lio also  has  some  familiar  listed  and 
foreign  stocks:  C.R.  Bard,  Bausch  & 
Lomb,  Longs  Drug  Stores,  Luby's 
Cafeterias,  Nestle,  Philip  Morris, 
Reader's  Digest,  and  Wallace  Com- 
puter Services.  ■■ 
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Money  manager  James  Melcher  has  been 
accumulating  bombed-out  insurance  stocks  since 
last  fall.  The  move  has  paid  off,  and  he  is  still  a  buyer. 

Buy  on 
catastrophe 


By  Suzanne  L.  Oliver 

James  Melcher,  a  port- 
folio manager  in  New 
jYork  who  does  business 
"under  the  name  Balestra 
Capital,  wasn't  fazed  last 
October  when  Ralph  Nader's  Public 
Citizen  group  published  Insurance: 
The  Next  Industry  in  Crisis?  The  re- 
port warned  USF&G  and  other  insurers 
were  on  shaky  ground.  Unflinching, 
Melcher  went  out  and  bought  the 
$4.10  convertible  preferred  shares  of 
USF&G. 

Here  was  the  logic:  With  even 
Ralph  Nader,  not  known  for  worrying 
about  corporate  solvency,  decreeing 
that  insurers  were  in  trouble,  the  pop- 
ular perception  of  the  industry  had  to 
have  gone  to  an  extreme.  This  was  a 
sector  that  was  not  just  out  of  favor;  it 
was  given  up  for  dead.  The  USF&G 
preferred  stock  was  trading  around 
25,  so  Melcher's  clients  were  getting  a 
current  yield  of  16%.  The  preferred 
has  paid  dividends  on  schedule  and  is 
now  trading  near  35. 

"When  you  see  companies  going 


out  of  business  and  selling  off  profit- 
able subsidiaries  in  order  to  stay  alive, 
it's  a  great  time  to  buy  the  leaders  in 
that  industry,"  explains  Melcher. 
"You  can  do  it  now  in  insurance." 

Melcher,  51,  who  manages  $35 
million  of  mostly  private  money,  still 
finds  the  insurance  sector  oversold. 
Insurers  are  being  squeezed  by  rate 
rollbacks  and  state  laws  that  compel 
them  to  maintain  moneylosing  lines 
of  business.  Regulators  have  forced 
insurers  to  report  even  reliable  invest- 
ments as  junk,  adding  new  blemishes 
to  balance  sheets.  Units  of  First  Exec- 
utive Corp.  and  First  Capital  Hold- 
ings have  been  seized. 

You've  heard  the  strategy  before: 
Buy  on  bad  news.  Melcher,  a  fencing 
amateur  who  once  beat  Hungarian 
Olympic  gold  medal  winner  Gyozo 
Kulcsar  (Kulcsar  had  fast  reflexes  but 
his  moves  were  "predictable,"  Mel- 
cher says),  looks  for  reflexive  errors  on 
the  part  of  the  investing  public.  If 
panic  selling  has  descended  upon  an 
industry,   he   will   stock   up  on   the 


A  selection  of  underwriters 


Company 


Revenue 

($mil) 


Recent 
price 


52-week EPS  Current 

high  low  199  IE  yield 


Aetna  Life  &  Casualty 

$19,020 

40% 

54 

29 

$5.92 

6.8% 

Continental 

5,705 

281/2 

31 

153/4 

0.69 

9.1 

Fremont  General 

573 

20 

22Vs 

lO'/s 

3.73 

4.4 

Lincoln  National  8,490  48 

Unico  American  32  3% 

Zenith  National  Insurance        468  I6V2 

E:  Estimate.  Source:  Institutional  Brokers  Estimate  System 

Money  man  James  Melcher  says  the  time  to  buy  insurance  stocks 
is  when  the  insurance  industry  is  in  disarray. 
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1.15 
2.38 

5.6 
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better-established  companies  in  that 
industry,  even  if  they  have  a  lot  of 
problems,  usf&g  recently  announced 
it  would  lay  off  900  employees  and 
cut  its  common  dividend.  Melcher 
thinks  the  bad  news  is  over.  He's 
holding  on  to  the  usf&g  preferred. 

Melcher  recendy  bought  shares  of 
Fremont  General  and  Zenith  Nation- 
al Insurance,  both  underwriters  of 
workers'  compensation  insurance  in 
California.  Workers'  comp  has  been  a 
disaster  for  certain  companies,  espe- 
cially in  Texas,  and  state  rate  regula- 
tion is  a  threat.  But  California  is  in  fact 
one  of  the  better  states  in  which  to 
underwrite  this  line.  Proposition  103, 
the  state's  1988  Nader-inspired  anti- 
insurer  initiative,  hasn't  affected 
workers'  compensation.  The  state - 
sponsored  insurer  of  last  resort  is  prof- 
itable and  therefore  isn't  requiring 
for-profit  insurers  to  cover  its  losses. 
Fremont  General  is  the  largest  work- 
ers' comp  insurer  in  California,  with 
5%  of  the  market.  This  year  Melcher 
expects  Fremont's  earnings  to  in- 
crease 15%.  Yet  Fremont  trades  at 
only  20.  Zenith  National  took  a  $51 
million  hit  in  last  year's  fourth  quarter 
as  it  wrote  down  its  junk  bonds  and 
added  to  reserves.  Melcher  expects 
the  company  to  regain  its  10%  to  20% 
earnings  growth  rate  by  next  year. 

Melcher  is  buying  property  and 
casualty  insurers,  too.  He  expects 
Continental  Corp.,  the  twelfth-larg- 
est, to  edge  earnings  up  to  $2.75  next 
year  and  maintain  its  $2.60  dividend. 
Recent  price:  28V2.  Harder  to  buy  but 
even  cheaper  is  Unico  American 
Corp.  The  consensus  forecast  is  earn- 
ings of  $1.15  a  share  this  year. 

Aetna  Life  &  Casualty  Co.  and 
Lincoln  National  Corp.  are  two  mul- 
tiline insurers  Melcher  has  recently 
bought.  Both  have  decent  investment 
portfolios,  strong  reserves  and  the 
prospect  of  an  earnings  turnaround 
when  the  property  and  casualty  cycle 
bottoms  out. 

If  you  want  to  invest  in  the  insur- 
ance industry  but  don't  feel  comfort- 
able choosing  individual  stocks,  you 
could  buy  a  mutual  fund.  Century 
Shares  Trust  and  the  Fidelity  SelcCI 
Insurance  fund  invest  primarily  in  in 
surance  stocks.  Both  have  undcrpcr 
formed  the  S&P  500  over  the  past  five 
years,  but  as  the  industry  noses  out  of 
its  trough  that  could  change.  ■ 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 

WAS  BECOMING  THIS  SMALL. 


BP's  Endicott  Field  in  Alaska's  Beaufort  Sea.  Two  tiny, 
man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


STRATEGIES 


College  costs?  Here's  a  somewhat  unorthodox  solution. 
It  won't  do  miracles  but  gives  you  maximum 
tax  breaks  while  making  sure  the  offspring 
don't  squander  the  money. 

The  college  problem 


By  William  Baldwin 

"Elizabeth  is  already  6 
months  old,  and  we 
want  to  set  aside  some 
money  for  her  college 
and  get  a  tax  advantage. 
What  should  we  do?" 

A  writer  for  a  business  publication 
is  asked  that  question  at  least  a  dozen 
times  a  year.  Our  stock  answer:  Get  a 
bond  fund.  More  specifically,  call 
Vanguard  for  a  prospectus  for  its  Gin- 
nie  Mae  fund.  On  the  application,  put 
in  your  child's  Social  Security  number 
and  check  the  box  "Uniform  Gifts/ 
Transfers  to  Minors  Act."  Enclose  a 
check  for  $10,000. 

At  that  point  the  conversation 
turns  into  a  debate  that  goes  some- 
thing like  this. 

So  what's  the  tax  advantage? 

It's  modest.  Your  child  can  get  up 
to  $1,100  of  income  a  year  at  very 
favorable  income  tax  rates.  But,  notes 
Steven  Weinstein,  a  personal  financial 
planning  partner  at  Arthur  Andersen 
in  Chicago,  everything  beyond 
$1,100  that  Elizabeth  earns  on  the 
account  is  taxed  at  your  tax  rates,  so 
there  is  no  income  tax  advantage  to 
having  the  assets  in  her  name. 

What  about  estate  taxes?  That's 
another  matter.  It  may  make  sense  for 
affluent  grandparents,  if  there  are  any, 
to  put  away  money  for  Elizabeth  as  a 
way  of  getting  some  money  out  of 
their  estates.  But  here  we'd  recom- 
mend a  gift  to  a  trust,  not  an  outright 
gift  to  Elizabeth,  who,  sweet  as  she  is 
now,  may  turn  out  to  be  a  drug  addict 
or  a  Hare  Krishna  follower. 

Grandparents  aside,  shouldn't  par- 
ents give  her  a  lot  more  than  $10,000? 

Think  twice  on  that  for  the  above 
reason.  You  don't  want  Elizabeth  to 
get  her  hands  on  too  much  money. 
Remember,  to  get  a  tax  benefit  you 
have  to  transfer  assets.  You  can't  get  at 
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the  money,  except  for  your  daugh- 
ter's benefit — for  example,  to  cover 
her  (modest)  income  taxes.  When 
she's  21 — younger  in  some  states — 
she  gets  the  money,  outright,  no 
strings  attached.  How  do  you  know 
she's  going  to  spend  it  on  college? 

Aren't  Ginnie  Maes  too  conserva- 
tive? Shouldn't  we  be  in  a  growth  fund 
or  something? 

Yes,  that's  the  accepted  wisdom. 
Kurt  Brouwer,  a  San  Francisco  money 
manager,  recommends  putting  the 
entire  wad  in  high-risk  growth  funds, 
such  as  Pennsylvania  Mutual,  Janus 
and  Harbor  International.  Since  the 
money  is  being  put  aside  for  at  least  1 8 
years,  you  can  stand  the  year-to-year 


fluctuations  in  the  account,  he  says,  all 
the  while  earning  the  much  greater 
returns  that  are  likely  to  come  from 
growth  stocks  than  from  bonds. 

Brouwer  is  right — up  to  a  point. 
You  probably  should  be  in  riskier 
investments  with  most  of  your  long- 
term  savings.  And  you're  going  to 
need  a  lot  more  than  $10,000  now  to 
send  Elizabeth  to  a  fancy  private  col- 
lege two  decades  hence.  But  giving 
the  money  to  her  now  isn't  the  best 
way  to  go.  Yes,  save  $50,000.  Put 
$40,000  in  growth  stocks.  But,  unless 
you  have  an  extraordinarily  high  tol- 
erance for  risk,  put  some  of  your 
money — at  least  $10,000 — in  some- 
thing dull,  like  a  Ginnie  Mae  fund. 
Put  the  growth  stock  money  in  your 
own  name.  Put  the  first  $10,000  of 
dull  money  in  Elizabeth's  name. 

Why  Ginnie  Maes? 

Two  reasons.  First,  for  tax  strategy, 
which  we'll  explain  in  a  minute, 
you're  better  offif  Elizabeth  holds  the 
relatively  stable  fund  while  you  own 
the  volatile  ones.  Second,  Ginnie 
Maes  throw  off  a  lot  of  taxable  interest 
income.  This  is  good  because  you 
want  to  hit  that  $1,100  ceiling  as 
quickly  as  possible,  while  giving  up  a 
minimum  of  assets  to  Elizabeth.  If  she 
got  the  growth -oriented  Janus  Fund, 
which  paid  a  scant  31 -cent  distribu- 
tion last  year,  you'd  have  to  give  her 
$60,000  to  max  out  the  kiddie  tax 
advantage.  With  a  Ginnie  Mae  fund 
your  first  year's  interest  would  be 
around  $860,  but  compounding 
would  bring  it  up  fairly  quickly.  The 
$1,100  figure,  by  the  way,  floats  up 
with  inflation. 

What 's  this  tax  reason  for  not  ha  ring 
a  risky  fund  in  her  name? 

A  growth  stock  fund  is  great  for  the 
long  term,  but  next  year  it  could  drop 
15%.  If  that  happens,  you  want  to  get 
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a  capital  loss  deduction  out  of  it  right 
away.  Say  you  put  $20,000  in  Janus 
and  it  drops  to  $17,000.  Cash  out  of 
the  fund  and  immediately  invest  in  a 
similar  no-load  fund.  After  31  days, 
switch  back  to  Janus.  You've  pretty 
much  eliminated  the  risk  of  selling  out 
at  the  bottom  of  the  market,  and 
you're  back  in  Janus,  where  you  want 
to  be  for  the  long  haul.  This  is  a 
perfectly  legal  tax  dodge,  and  it  allows 
you  to  write  off  $3,000  of  loss  against 
your  salary  income,  or  an  unlimited 
amount  of  loss  against  capital  gains 
elsewhere  in  your  portfolio.  If  Eliza- 
beth owned  the  Janus  shares,  the 
capital  loss  would  largely  go  to  waste. 

What  kind  of  return  can  you  get  on 
Ginnie  Maes? 

The  Vanguard  fund  reports  a  yield 
of  8.6%.  From  this  you  should  sub- 
tract half  a  point  in  expected  capital 
loss.  The  reasoning  is  rather  abstruse, 
but  it  has  to  do  with  the  fact  that  the 
terms  of  mortgage  contracts  are  slant- 
ed in  favor  of  the  home  buyer  and 
against  the  investor.  If  interest  rates 
go  up,  you  are  stuck  with  a  low- 
yielding  Ginnie  Mae.  If  rates  go 
down,  the  homeowner  is  not  stuck. 
He  can  refinance  at  a  lower  rate. 

Why  not  buy  EE  Savings  Bonds, 
which  currently  yield  6.6%?  Tou  could 
make  the  return  tax-deferred  until 
Elizabeth  is  14,  at  which  point  she  can 
get  a  whole  lot  of  income  at  favorable 
rates,  right? 

Not  a  bad  idea,  but  there's  still  the 
problem  of  putting  too  much  money 
all  at  once  into  immature  hands. 
Here's  a  better  scheme.  Buy  growth 
stocks  in  your  own  name.  Sell  the 
losers  and  take  losses.  Hold  on  to  the 
winners  until  Elizabeth  is  enrolled  in 
college.  Then  give  her  the  stocks  to 
cover  tuition.  She  will  realize  the  capi- 
tal gains  and  pay  tax  at  her  rate,  which 
will  be  lcfwer  than  yours.  As  for  gift 
taxes,  you  and  your  spouse  between 
you  can  give  away  $20,000  a  year  to 
each  child  tax-free. 

How  much  will  the  $10,000  Ginnie 
Mae  fund  be  worth  in  21  years? 

About  $50,000.  At  the  rate  college 
costs  are  rising,  that  probably  won't 
pay  for  a  year  of  education  by  then, 
but  who  knows?  Maybe  someone  will 
do  something  about  the  scandalous 
price-fixing  that  goes  on  in  the  halls  of 
academe  (see  Thomas  SowelPs  column, 
p.  109).  B 
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FIDELITY  DELIVERS 


The  #1  No-Load 

Tax-Free 

Bond  Fund! 


Fidelity's  High  Yield 
Tax-Free  Portfolio  is  #1 

among  the  no-load  funds  in 
its  Lipper  universe  of  26  high 
yield  municipal  bond  funds!1 

Offering  investors  the 
opportunity  to  earn  high 
federally  tax-free  yields,  this 
fund  invests  primarily  in 
medium-quality  (BBB  or 
better)  municipal  bonds  from 
all  regions  of  the  country  for 
diversification.  Of  course, 
yield,  share  price,  and  return 
vary  with  market  conditions. 

For  more  complete  information  on  Fidelity's  High  Yield 
Tax-Free  Portfolio,  including  management  fees  and  expenses, 
call  or  write  for  a  free  Prospectus.  Please  read  it  carefully 
before  investing  or  sending  money.  Low  minimum  invest- 
ment: $2,500. 

™  1-800-544-8888  *  hours 


CURRENT  YIELDS 

Tax  Equivalent 
Yield 

(31%  tax  rate) 

Q  RQ% 

30-Day  Yield 
(ended  5/7/91) 

HISTORICAL  RETURNS* 

Total  Return/ 
lYear 

(3/31/90-3/31/91) 

10.54% 

Avg.  Annual 
Return/5  Year 

(3/31/86-3/31/9D 

7.92% 

Avg.  Annual 
Return/10  Year 

(3/31/81-3/31/9D 

11  *5fi% 

Fidelity 


Investments 

Common  sense.  Uncommon  results. 


Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX 
75266-0603-  'Source:  Lipper  Analytical  Services,  Inc..  an  independent  monitor  of  mutual  funds, 
based  on  total  return  for  the  year  ended  3/31/91  "Total  returns  are  historical  and  include 
change  in  share  price,  reinvestment  of  dividends  and  capital  gains.  You  may  have  a  gain  or  loss 
when  you  sell  your  shares. 

2r  CODE:  FORB/HIY/062491 
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Fund  goulash 


By  Paul  Klebnikov 


Are  you  the  sort  who  wears  both  a  belt  and  suspenders?   a  belt  and  suspenders  feeling/"  says 
Then  you  might  want  to  invest  in  a  fund  of  funds.  J££  mutual  «"**  ^  Mlchael 

Besides  diversification,  what  can  a 
fund  of  funds  do  to  reduce  risk?  Time 
the  market.  This  is  the  selling  proposi- 
tion-behind the  Rightime,  Muirfield 
and  Merriman  funds  of  funds.  The 
idea  is  that  they  go  heavily  into  equity 
funds  during  rallies  but  slip  into  the 
safety  of  bond  or  money  market  funds 
during  bear  markets. 

"The  funds  that  invest  in  other 
funds  from  the  same  family  are  bound 
to  get  a  smaller  return,"  opines  Seat- 
tle-based Paul  Merriman,  47,  who  has 
been  running  a  fund-timing  service 
for  private  accounts  for  the  past  eight 
years.  "Individual  mutual  funds  may 
protect  you  from  stock  risk" — the  risk 
in  putting  all  your  money  into  one 
stock — "but  they  don't  protect  you 
from  market  risk." 

But  can  market  timers  protect  you 
from  market  risk?  The  Merriman 
Timed  Capital  Appreciation  and 
Timed  Asset  Allocation  funds  have 
been  around  for  only  two  years,  and  it 
will  take  five  or  ten  years  for  them  to 
prove  themselves.  But  other  evidence 


Self-sufficient  inves- 
tors pick  stocks  them- 
selves. The  somewhat 
less  decisive  buy  mutual 
funds.  And  the  truly  in- 
dolent have  yet  another  option:  buy- 
ing a  mutual  fund  that  invests  in  other 
mutual  funds. 

The  fund-of-funds  concept  is  still 
trying  to  come  out  of  the  shadow  cast 
two  decades  ago  with  the  collapse  of 
Bernie  Cornfeld's  fund  of  funds.  Now 
the  pitch  is  not  that  a  pyramid  of  funds 
will  deliver  enhanced  returns  but  that 
it  will  take  some  of  the  uncertainty  or 
some  of  the  risk  out  of  investing. 

If  you  don't  know  which  of  T. 
Rowe  Price's  37  funds  to  buy,  you  can 
buy  one  of  the  firm's  2  Spectrum 
funds  (one  for  income,  one  for  capital 
appreciation).  These  are  all-purpose 
blends  of  the  standard  Rowe  Price 
menu  selections. 

At  Vanguard  you  can  get  Vanguard 
Star,  a  blend  of  the  company's  Ex- 
plorer, Windsor,  Fixed  Income-Gin- 
nie  Mae  and  money  market  funds, 
among  others. 

Like  the  classic  "balanced"  funds, 
which  buy  a  mix  of  stocks  and  bonds, 
Star  is  for  conservative  investors  who 
don't  want  to  order  up  separate  bond 
and  stock  funds  a  la  carte.  Additional 
selling  point:  Vanguard  Star  is  the 


only  way  to  get  into  John  NefPs 
famed  Windsor  Fund,  otherwise 
closed  to  new  investors. 

"These  funds  give  the  investor  so      on  the  performance  of  timers  is  avail- 
much  diversification  that  it  gives  him     able,  and  it  is  very  discouraging.  In  a 


Double  packaging 

Fund 

Assets* 

Total  return*— 

Maximum 

Annual 

($mil) 

year  to 

five-year 

sales 

expenses 

date 

average 

charge 

per  $100 

Equity 

Vanguard  Star 

$1,226 

11.2% 

10.1% 

none 

$0.44 

Rightime 

159 

17.6 

8.3 

none 

2.30 

T  Rowe  Price  Spectrum  Growth 

73 

16.4 

NA 

none 

0.94 

Flex-funds— Muirfield 

34 

16.6 

NA 

none 

1.49 

Merriman  Timed  Capital  Appreciation 

32 

9.2 

NA 

none 

1.52 

Merriman  Timed  Asset  Allocation 

28 

5.2 

NA 

none 

1.52 

FundTrust— Growth  &  Income 

27 

12.0 

7.7 

1.5% 

1.87 

FundTrust— Aggressive  Growth 

22 

20.3 

9.3 

1.5 

1.96 

FundTrust— Growth 

21 

14.4 

8.1 

1.5 

1.92 

FundTrust— Managed  Total  Return 

13 

8.9 

NA 

1.5 

1.93 

Forbes  balanced  fund  composite 

11.4 

8.0 

S&P  500 

15.0 

9.5 

Bond 

T  Rowe  Price  Spectrum  Income 

72 

6.9 

NA 

none 

0.96 

FundTrust— Income 

46 

3.8 

5.7 

1.5 

1.75 

Merrill  Lynch  corporate/govt  index 

3.7 

8.4 

*As  of  Apr.  30.    NA:  Not  applicable. 

If  you  aren't  happy  buying  a  fund,  you  can  buy  a  fund  of  funds. 
But  the  extra  wrapping  can  be  harmful  if  it  runs  up  expenses. 
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1989  article  (Forbes,  Sept.  4),  Mark 
Hulbert  of  the  Hulbert  Financial  Di- 
gest studied  12  portfolios  recom- 
mended by  fund-timing  newsletters 
over  the  period  1983  through  1989. 
All  but  one  of  them,  one  of  two 
portfolios  from  No  Load  Fund-X, 
turned  in  dismal  results,  coming  up 
short  of  the  s&P  500  buy-and-hold 
position  by  a  cumulative  51  to  138 
percentage  points. 

Further  evidence:  Two  mutual 
funds  created  with  timing  as  a  stated 
objective  have  been  around  long 
enough  to  show  meaningful  results. 
The  Transamerica  Lowry  Market 
Timing  Fund  has  averaged  a  3.6% 
annual  return  over  the  past  five  years, 
nearly  6  points  behind  the  s&P  500. 
The  Monitrend  Value  Fund  averaged 
a  negative  0.5%  annual  return  over 
five  years. 

It's  quite  possible  that  the  new  crop 
of  fund-buying  funds  will  produce  a 
winner  or  two,  if  only  by  dint  of  luck. 
But  those  investors  who  want  to  take  a 
chance  on  this  proposition  should 
consider  another  hazard  in  this  breed 
of  fund:  an  extra  layer  of  fees. 

We  have  compiled  a  list  of  funds  of 
funds  (see  table  opposite),  and  the  ex- 
pense numbers  are  not  very  pleasant. 
Only  two  families  (Rowe  Price  and 
Vanguard)  offer  fund  blends  at  no 
additional  cost;  they  are  sold  without 
sales  load  and  have  no  annual  ex- 
penses beyond  the  expenses  of  their 
components.  All  the  rest  add  a  layer  of 
their  own  expenses  to  those  of  the 
funds  they  buy  into. 

Thus,  the  Republic  National 
Bank's  FundTrust  Growth  Fund  col- 
lects annual  management  and  other 
expenses  totaling  nearly  2%  of  assets. 
This  fee  includes  not  only  the  costs  of 
the  underlying  funds — some  of  which 
carry  sales  loads — but  also  Fund- 
Trust's  own  overhead  and  marketing 
costs.  On  top  of  all  this,  FundTrust 
Growth  Fund  levies  a  sales  load  of  up 
to  1.5%.  Performance  of  the  Fund- 
Trust  family  is  mediocre. 

Some  advice  to  investors:  If  you  are 
totally  at  a  loss  in  picking  funds  and 
don't  even  want  to  spend  the  time  to 
study  a  good  fund  guide  such  as  the 
one  Forbes  publishes  every  Septem- 
ber, consider  the  Vanguard  or  T. 
Rowe  Price  blends.  That  way,  at  least 
you  won't  be  paying  two  layers  of 
fees.  m 
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You  can  buy  public  mutual  funds  with  published 
records  and  low  costs,  or  you  can  buy  private  funds  with 
secret  records  and  outlandish  costs.  Incredibly,  a  lot  of 
investors  choose  the  latter. 

If  you  want 
a  rand  of  rands, 
create  your  own 


By  Dyan  Machan 

Would  you  like  to  be 
cut  in  on  a  very  exclusive 
investment  deal?  This  is 
a  private  hedge  fund — 
actually,  a  hedge  fund  of 
hedge  funds — and  therefore  not  reg- 
istered with  the  Securities  &  Ex- 
change Commission.  Send  a  check, 
minimum  $500,000,  to  Richard 
Klitzberg,  general  partner  of  Select 
Capital  Strategies,  L.P.  in  Princeton, 
N.J.  Klitzberg  will  place  your  money 
with  15  portfolio  managers.  These 
managers,  it  seems,  are  true  geniuses, 
boasting  returns  of  up  to  120%  in  a 
single  good  year.  If  you  are  interested, 
act  now.  Under  sec  rules,  Klitzberg 
can  take  no  more  than  99  customers 
for  an  unregistered  fund  like  this. 

Fees?  Hold  your  breath.  All  but  two 
of  the  managers  get  incentive  fees, 
averaging  20%  of  the  profits  each 
makes;  in  addition,  six  of  them  assess 
another  1%  of  assets  annually.  Klitz- 
berg charges  1.5%  of  the  whole  pot 
for  placing  your  money. 

Just  to  stay  even  with  the  market  in 
a  fund  like  this,  your  managers  will 
have  to  do  half  as  well  again  as  the 
market.  Are  they  that  good? 

Maybe.  Maybe  not.  Klitzberg 
won't  even  name  the  managers  who 
are  investing  your  money — it's  a  trade 
secret.  An  investor  must  take  their 
purported  returns  and  the  summary 
descriptions  of  their  styles  more  or 
less  on  faith.  Manager  Number  102, 


for  example,  is  a  hedge  fund  that  lost 
money  in  1990  but  made  better  than 
70%  a  year  in  each  of  the  three  previ- 
ous years.  Doing  what?  Buying  "un- 
dervalued assets  and  special-situation 
companies  where  substantial  gains  are 
possible."  Number  104  is  a  hedge 
fund  that  describes  itself  this  way: 
"We  are  value,  price -sensitive  inves- 
tors on  the  long  side." 

Select  Capital  Strategies  is  part  of  a 
new  wave  of  hedge  fund  investing. 
Like  the  hedge  funds  of  old,  these 
partnerships  aim  to  deliver  high  re- 
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STRATEGIES 


Undiscovered  geniuses? 


Partnership 


Genesee  Partners 
Glenwood  Partners 
Grosvenor  Partners 
Optima  Fund 


Location      First  full       Minimum 
year  of       investment 
operation         ($mil) 


Bellevue,  WA 
Chicago,  IL 
Chicago,  IL 
New  York,  NY 


1983 
1987 
1972 
1989 


$1.0 
0.5 
1.0 
1.0 


Assets 
($mil) 


$55 

57 

108 

230 


-Net  return- 


average 
annual* 

21.4% 
16.0 
15.4 
13.9 


1990 

7.0% 
27.4 
6.8' 
7.5 


1990 

2.0 

110 

0.2 

0.2 

1990 

0.1 

15 

14.3 

14.3 

1989 

1.0 

110 

14.6 

12.8 

1987 

0.5 

50 

22.0 

12.8 

Paradigm  Partners  New  York,  NY 

Private  Asset  Management   New  York,  NY 
Russell  Private  Partnerships Tacoma,  WA 
Select  Capital  Strategies      Princeton,  NJ 

*  Return  since  first  full  year  of  operation. 


These  operators  of  multimanager  hedge  funds  report  fairly  impressive  results. 
Even  a  break-even  return  was  good  for  1990,  when  the  stock  market  was  down.  But 
there  is  a  real  hazard  in  taking  historical  numbers  like  these  at  face  value:  a  serf- 
selection  bias.  Unregistered  hedge  funds  don't  have  to  release  results;  the  ones 
that  do  are  the  ones  that  didn't  destroy  their  investors. 


turns  with  low  risk.  They  can  suppos- 
edly do  that  by  spreading  your  money 
among  managers  with  varying  styles, 
ranging  from  growth  stocks  to  work- 
outs. Also  thrown  into  the  stew  are 
short-sellers,  commodity  traders,  ar- 
bitragers and  international  managers. 

Ronald  Lake,  a  consultant  to  one 
fund  of  funds,  the  Optima  Fund, 
counts  some  40  of  these  vehicles.  He 
figures  there  is  already  $2  billion  in- 
vested. And  more  is  on  the  way. 

For  the  portfolio  managers  and  the 
people  who  organize  them  into  funds 
of  funds,  the  business  is  lucrative.  For 
investors  it  is  a  very  expensive  way  to 
buy  money  management.  An  investor 
with  SI  million  to  invest  in  Genesee 
Partners,  a  Bellevue,  Wash,  fund  of 
funds,  pays  a  management  fee  of  2%  to 
Genesee,  plus  up  to  1%  for  Genesee's 
expenses,  like  legal  and  accounting 
fees.  Genesee's  underlying  invest- 
ment managers  can  take  another  1% 
management  fee,  plus  20%  of  the 
profits.  Stockbrokers  who  get  in- 
volved in  this  business  sometimes  take 
fees  as  general  partners  of  the  fund  of 
funds,  and  sometimes  merely  refer 
business  to  hedge  funds  operators  in 
return  for  having  trading  commis- 
sions thrown  their  way.  Also  partici- 
pating in  the  fund  of  funds  business 
are  some  well-known  pension  consul- 
tants, including  Frank  Russell  Co.  in 
Tacoma,  Wash,  and  Evaluation  Asso- 
ciates in  Norwalk,  Conn. 

"The  fees  are  huge,  no  ifs,  ands  or 


buts,"  says  Frank  Meyer,  of  Chicago's 
Glenwood  Partners,  a  multimanager 
fund  started  in  1987.  "But  you  have 
to  look  at  performance."  In  theory,  a 
stock  market  wizard  would  never 
deign  to  work  for  a  mere  mutual  fund 
for  a  1%  management  fee,  not  when 
he  can  deliver  fabulous  profits  and 
keep  20%. 

The  funds  are  mostly  fairly  new, 
but,  no  question,  some  of  them  have 
had  pretty  good  returns  so  far — at 
least  the  ones  that  are  willing  to  talk  to 
a  reporter  (see  table).  It's  a  fair  bet  that 
funds  with  bad  records  are  a  little  less 
likely  to  be  forthcoming.  Unlike  the 
sec -registered  mutual  funds,  whose 
results,  good  or  bad,  cannot  be  con- 
cealed from  the  public,  hedge  funds 
are  very  selective  about  disclosure. 

Is  the  standard  20%  of  profits  a  fair 
fee  for  picking  stocks?  Only  if  the 
performance  consistently  beats  the 
market,  and  by  a  wide  margin.  If  you 
land  someone  who  makes  70%  a  year, 
year  after  year,  by  buying  "underval- 
ued stocks,"  giving  him  a  fifth  of  the 
gains  would  still  leave  you  rich.  But 
what  if  you  get  a  mix  of  big  winners 
and  big  losers? 

Let's  take  a  hypothetical  example. 
Suppose  your  $1  million  is  parceled 
out  among  five  managers  who  earn 
40%  returns  and  five  others  who  lose 
40%.  Before  fees,  you  break  even. 
After  the  incentive  fees  to  the  win- 
ners— losers,  by  the  way,  never  have 
to  refund  20%  of  their  losses — you 


would  end  the  year  with  4%  less  mon- 
ey than  you  started  with.  Now  peel  off 
the  1%  management  fees  (at  each 
level)  and  you  are  down  6%.  Your  only 
protection  from  being  whipsawed  is 
that  a  manager  who  loses  money  after 
making  it  doesn't  earn  a  20%  perfor- 
<  mance  fee  again  until  he  passes  his 
former  "high-water  mark." 

Why  would  any  investor  in  his  right 
mind  put  up  with  such  terms?  Perhaps 
on  the  notion  that,  somewhere  out 
there,  undiscovered  and  bashful,  is 
some  hedge  fund  operator  who  has  a 
genius  for  beating  the  market.  An 
unsung  Warren  Buffett.  To  meet  him, 
who  would  object  to  paying  a  second 
management  fee  to  a  broker?  Alterna- 
tively, some  multimanager  funds 
pitch  themselves  on  the  very  fame  of 
their  managers — managers  who 
won't  take  mere  $500,000  accounts 
and  therefore  are  inaccessible  to 
small-time  investors.  Among  the 
managers  that  show  up  in  such  multi- 
manager  rosters  are  Julian  Robertson 
of  the  Tiger  Fund,  Michael  Steinhardt 
of  Steinhardt  Partners  and  the  short- 
selling  Feshbach  brothers. 

Okay,  maybe  you  could  find — and 
be  accepted  by — money  manager  ge- 
niuses on  your  own,  but  who  would 
protect  you  from  picking  managers 
who  are  over  the  hill  or  simply  over- 
rated? You  are  also  supposed  to  be 
paying  to  be  protected  from  bad  man- 
agers. But  at  least  two  sponsors  of 
these  multimanager  funds — New 
York's  Paradigm  Partners  and  Chica- 
go's Grosvenor  Capital  Manage- 
ment— put  money  with  Hedged-Se- 
curities  Associates.  That  was  the  Den- 
ver hedge  fund  run  by  James 
Donahue,  who  has  been  accused  of 
putting  out  bogus  performance  num- 
bers and  lost  almost  all  of  the  money 
entrusted  to  him. 

Want  to  impress  your  friends  with 
your  access  to  mysterious  seers  and 
sages?  Then  give  a  fund  of  funds  a 
whirl.  But  if  hardheaded  pursuit  of 
good  returns  at  minimum  transaction 
costs  is  your  goal,  give  these  funds  a 
wide  berth.  Heck,  anyone  with  intelli- 
gence can  peruse  the  FORBES  mutual 
fund  survey  and  use  it  to  put  together 
his  or  her  own  fund  of  funds.  With  a 
homemade  fund  of  funds,  there  arc- 
no  fancy  finders'  fees,  profit  splitting 
and  management  charges  to  devour 
your  capital.  Hi 
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ITS  A  MATTER  OF  TIME  BEFORE 

YOU  SEE  THE  TRUE  VALUE  OF 

OWNING  AN  AUDI. 


Audi 


When  it  comes  to  an 
^^^     automobile's  true  value, 
there  is  always  a  bottom  line. 

Ours  is  simple:  Overtime,  few, 
if  any  car  makers  will  ever  come  close 
to  ensuring  you're  in  as  much  control 
of  your  wallet  as  you  are  of  the  road. 

Witness  our  Audi  Advantage. 

In  addition  to  the  coverage  of 
our  comprehensive  limited  warranty, 
all  scheduled  maintenance  is  taken 
care  of  by  Audi  — brake  pads,  tune- 
ups.  Everything.  And  al 
throughout  the  first 
three  years  or 


U    U    U    U    X 


50,000  miles  of  ownership.! 

Indeed,  Audi  is  setting  new 
standards  in  owner  protection:  No 

GOOD 

TAKE  CONTROL 


deductibles.  No  unforeseen  costs.  And 
most  important,  no  surprises. 

You'll  also  benefit  from  24- 
hour,  365-day  Roadside  Assistance.* 

And  the  option  of  choosing 
to  lease  with  Audi's  3-YearTest  Drive 
Program.  (Whether  you  buy  or  lease, 
you're  automatically  protected  by 
the  Audi  Advantage.) 

The  way  we  see  it,  our  owner 
protection  plan  is  simply  another 
way  Audi  lets  you 
take  control. 


'See  your  dealer  for  details    *A  3-year  membership  in  the  United  States  Auto  Club,  Motoring  Division.  Inc    ©1991  Audi  of  America. 


These  Projects  AT 
Because  Differed 

CouldAUWoA 


Colgate-Palmolive  uses  an  Intergraph  system  to  create 
photorealistic  models  of  new  packaging  concepts. 


These  days,  it  takes  groups  of  specialists  to 
usher  a  product  from  its  initial  conception  to  its 
ultimate  completion.  And  that  assumes  they're 
able  to  work  together  in  a  close,  cooperative 
relationship  to  get  the  job  done. 

But  consider  the  obstacles  in  their  path. 

Each  group  may  be  working  with  a  different 
hardware  system.  Each  may  depend  upon  a 
different  database.  And  to  make  matters  worse, 


Brown  &  Root  used  Intergraph 's  InRoads  software  to  redesign 
this  highway  interchange  in  Orange  County,  California. 


the  groups  may  be  scattered,  not  just  across  the 
country,  but  over  the  entire  globe. 

And  now  you  know  why  Intergraph 
computer  graphics  systems  play  such  a  key  role 
in  product  development  for  so  many  of  the 
world's  best  known  companies. 

No  one  promotes  enterprise -wide  integra- 
tion as  thoroughly  as  Intergraph.  No  one.  You 
see,  our  workstations,  systems  software  and 


•  1991,  Intergraph  Corporation,  Huntsville,  AL  35894  0001.  Intergraph  is  a  registered  trademark  and  Everywhere  You  Look  is  I  ii.ul.in.uk  d  lim-rgi.iph  (  OrpOrttion 


o 


amelbgether 
Departments 
Together. 


Puolimatka  International  of  Turku,  Finland  used  Intergraph 's 
architecture  and  visualization  software  to  design  hotel  interiors. 


networking  tools  all  work  together.  In  addition, 
we  offer  the  broadest  portfolio  of  technical 
applications  in  the  computer  graphics  industry 
And  Intergraph  systems  are  compatible  with  a 
wide  range  of  industry  standards.  So  the 
investments  our  customers  have  made— both  in 
time  and  money— are  secure. 

If  your  company  could  benefit  from  an 
integrated  approach  to  product  development- 


Using  Intergraph  s  Engineering  Modeling  System,  FASCO  Industries 
(Consumer  Products  Division)  reduces  costly  prototyping. 


one  that  helps  you  get  to  market  faster  with 
products  that  are  both  better  designed  and 
engineered— call  us  toll-free  in  the  U.S.  at 
800-826-3515.  In  Canada,  call  403-250-6100. 
We'll  work  together  to  make  sure  that  your 
people  can  work  together,  too. 


INTERGRAPH 

Everywhere  you  look. 
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What  about  these  funds  that  guarantee  a  minimum 
payout?  Are  they  a  good  bet  for  retired  folk? 

Pacifier  funds 


By  Suzanne  L.  Oliver  and  Eric  Hardy 

The  Europe  Fund 
promises  yearly  pay- 
ments to  shareholders 
equal  to  7%  of  its  net 
asset  value.  The  Gabelli 
Equity  Trust  guarantees  an  annual 
10%  payout,  and  the  mfs  Special  Val- 
ue Trust  makes  an  annual  distribution 
of  11%  of  its  $15  initial  offering  price. 
Those  are  big  promises  for  these 
closed-end  funds.  They  are  promises 
that  fund  managers  can't  always  cover 
with  earned  income  and  capital  gains. 
Last  year,  for  instance,  the  Gabelli 
Equity  Trust  ended  up  giving  back 
shareholders  45  cents  per  share  of 
their  own  capital  in  order  to  meet  its 
promised  10%  distribution. 

It's  pretty  obvious  why  funds  make 
such  promises:  Investors  are  suckers 
for  dividends,  and  the  guarantees  give 
them  an  assurance  that  a  check  will 
arrive  in  the  mail.  Never  mind  wheth- 


er the  money  was  earned. 

Are  guaranteed -payout  funds  good 
investments,  especially  for  people 
who  need  a  steady  retirement  in- 
come? Sometimes,  but  not  always, 
because  the  guarantee  says  nothing 
about  how  well  the  fund's  portfolio 
will  do.  A  payout  guarantee  on  a  fund 
no  more  improves  the  performance  of 
the  fund's  portfolio  than  the  sign 
"Drug  free  school  zone,"  posted  by 
the  city  of  Hoboken,  N.J.  near 
schools,  protects  innocent  students 
from  drug  pushers. 

Remember  that  the  purpose  of  in- 
vesting is  not  to  get  a  check  in  the  mail 
but  to  earn  money.  If  the  check  in  the 
mail  does  not  represent  income 
earned  or  capital  gains  collected,  it  is 
simply  a  rebate  of  some  of  your  own 
principal.  So  don't  buy  a  high-payout 
closed-end  fund  because  you  need  the 
cash  to  live  on.  If  you  need  monthly 


Empty  promises? 

Fund 

Guaranteed 
payout1 

Recent 
price 

Premium 

(discount) 

toNAV 

three 
months 

one 
year 

three 
years2 

Baker,  Fentress  &  Co 
Blue  Chip  Value  Fund 
Cypress  Fund 

8% 
10 

10 

17% 

71/4 

4% 

(16.5%) 
(7.4) 
(16.2) 

8.2% 
14.6 
10.5 

-3.4% 
21.4 
-37.8 

5.0% 
13.7 
-12.8 

Europe  Fund 
Gabelli  Equity  Trust 
Inefficient  Market  Fund 
Liberty  All  Star  Equity  Fund 

7 

10 
10 
10 

11% 
11% 

9% 
9% 

(16.4) 
1.2 

(13.4) 
(6.6) 

-3.0 

9.3 

10.2 

12.3 

NA 

7.7 

4.8 

24.1 

NA 
14.6 

NA 
18.5 

MFS  Special  Value  Trust 
Pilgrim  Regional  Bank  Shares 
Zweig  Fund 
Zweig  Total  Return  Fund 

3 

10 
10 
10 

13V24 

Vk 

12% 

10 

(2.9) 

(6.0) 
9.5 
7.0 

14.4 

21.7 

8.3 

4.2 

24.6 

8.3 

19.7 

14.6 

NA 

7.7 

16.2 

NA 

S&P  500  Index 

10.0 

17.7 

16.9 

checks,  buy  a  no-load  open-end  fund 
and  set  up  a  regular  withdrawal  plan. 

All  that  said,  fat  distributions  from 
closed-end  funds  can  have  a  beneficial 
side  effect.  If  the  fund  is  trading  at  a 
discount  to  its  portfolio  value,  the 
distribution  conveniently  converts 
discounted  dollars  into  full-value  dol- 
lars. Thus,  the  Liberty  All  Star  Equity 
Fund  has  a  portfolio  recently  worth 
$10.31  a  share,  while  it  was  trading  at 
9%,  a  7%  discount.  The  fund  guaran- 
tees it  will  distribute  10%  of  its  net 
asset  value  annually.  When  the  fund 
makes  a  $1  payout,  it  effectively  trans- 
forms dollars  worth  only  93  cents  into 
dollars  worth  $1. 

If  you  are  planning  to  buy  Liberty, 
you  want  the  discount  to  be  wide,  of 
course,  but  once  you  own  it  you  want 
the  discount  to  disappear.  Short  of  an 
immediate  liquidation  or  open-end- 
ing of  the  fund,  which  would  hand 
shareholders  an  immediate  7%  gain,  a 
payout  is  the  next  best  thing.  Think  of 
it  as  a  piecemeal  open-ending. 

Discounts  on  the  funds  in  the  table 
have  ranged  to  as  much  as  23%.  If  you 
can  find  a  good  fund  trading  at  a  deep 
discount  but  subject  to  a  large  mini- 
mum payout,  you've  potentially  got  a 
good  investment.  But  pay  attention 
to  performance  and  to  expense  ratios, 
as  you  would  for  any  fund.  ■■ 


Guaranteed 
payout  funds, 
in  fulfilling 
promised  re- 
turns, occasionally 
must  substitute 
return  of  capital 
for  return  on 
capital. 


'As  a  percent  of  net  asset  value.    2Average  annual  total  return,  compounded. 
NA:  Not  applicable.    Sources:  Investment  Co.  Institute;  Forbes. 
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3Fund  distributes  $1.65  per  share  annually.    4As  of  May  22. 
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Tenneco: 

committed  to 

innovation. 


Even   in    a 
down  economy,  Tenneco 
companies  are  putting  new 
ideas  to  work.  Tenneco  Gas: 
building  a  worldscale  facility  to 
produce  MTBE,  an  emission  reducing 
gasoline  additive.  J  I  Case:  patenting  36 
new  farm  and  construction  equipment 
advances.  Tenneco    Automotive: 
developing  automotive  electronic 
noise  cancellation  systems.  Newport 
News  Shipyard:  using  computers 
to  plan  the  lifecycle  of  a  ship 
before  it  is  built.  Packaging 
Corporation  of  America: 
increasing  production  of 
recycled  paper  products. 
Albright   6k  Wilson:  us- 
ing its  own  energy- 
efficient  process  to 
purify  phosphoric  acid. 
Tenneco  Minerals: 
producing  chlorine- 
free  products  for 
industrial  uses. 


The  point  is 

innovative  thinking 

even  in  down  markets. 

That's  why  we're  positive 

about  the  future.  Call 

1-800-345-9027  to 

learn  more. 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Tenneco  Automotive  •  Newport  News  Shipbuilding 
Packaging  Corporation  of  America  •  Albright  6k  Wilson  (chemicals )/Tenneco  Minerals. 
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You  want  your  bookcase  to  match 
your  new  curtains?  No  problem  -  just  go 
to  any  good  paint  store.  Redecorating  an 
entire  urban  center  with  the  colors  found 
in  200-year-old  paintings,  prints  and  archi- 
tectural drawings,  however,  is  a  problem 
of  a  somewhat  different  order.  For  this 


you  need  a  company  like  Akzo  to  do  the  job. 
Ten  years  ago,  the  old  town  center 
of  Turin  was  shrouded  in  a  drab,  mono- 
chrome ocher  yellow  -  the  result  of  cen- 
turies of  weathering  and  neglect  The  orig- 
inal color  scheme,  rediscovered  by  two 
Italian  architects  in  museums  and  archives, 


was  analyzed  by  Akzo  and  faithfully  r 
produced  in  modern,  affordable  coatings^ 
Turin  now  boasts  one  of  the  mo 
beautiful  inner  cities  anywhere  in  the 
world,  and  one  that  serves  as  a  sour 
of  inspiration  to  many  others.  Barcelor 
for  example,  recently  decided  to 
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Dre  the  past  splendor  of  the  Ramblas, 
n's  most  famous  boulevard,  in  time 
the  coming  Olympic  Games, 
'e  too,  Akzo  has  been  asked  to  help. 
If  you  would  like  to  know  more  about 
coatings  or  other  activities  in  the  fields 
hemicals,  fibers,  salt  and  health 


care,  please  write  to  Akzo  America  Inc.,  Corp. 
Comm.  Dept,  111  West  40th  Street  New  York, 
N.Y.  10018.  With  some  70,000  people 
working  in  50  countries  we're  one  of  the 
largest  chemical  companies  in  the  world. 

CREATING  THE  RICHTCHEMISTRY. 


AKZO 


You  can  believe  the  performance  numbers  you  see 
in  a  money  manager's  sales  brochure,  or  you  can  look 
at  the  real  results.  In  Thomas  Noddings'  case,  the 
discrepancy  is  stark. 

Proof  of 
the  pudding 


By  Katarzyna  Wandycz 

Thomas  Noddings,  a 
Chicago  money  manag- 
er who  claims  to  manage 
$100  million  of  individ- 
ual and  small  tax-exempt 
accounts,  specializes  in  convertible 
bonds.  An  engineer  turned  invest- 
ment adviser,  Noddings,  57,  has  writ- 
ten eight  books  on  convertible  bonds. 
He  has  been  glowingly  profiled  in  the 
Financial  Times.  Barron's  recently  in- 
vited him  to  be  part  of  a  panel  of  the 
"leading  connoisseurs"  of  convert- 
ible bonds,  where  Noddings  ex- 
plained how  he  can  create  a  23% 
annual  return  with  a  hedging  strategy. 
That's  quite  a  claim,  but  Noddings 
has  numbers  to  back  it  up.  His  sales 
brochure  tells  of  an  18.2%  compound 
annual  return  since  1976  for  the  Nod- 
dings Convertible  Growth  Strategy. 
In  a  boilerplate  disclaimer  that  you 
might  see  in  the  prospectus  for  any 
mutual  fund,  another  pamphlet  says, 
"It  should  not  be  assumed  that  rec- 
ommendations made  in  the  future 
will  be  profitable  or  will  equal  past 
performance."  „ 

There's  something  a  little  wrong 
here.  This  "past  performance" 
doesn't  exist.  It  is  hypothetical.  It  is 
based  on  an  arbitrary  "index"  of 
Noddings'  past  trades,  an  index  bear- 
ing only  a  faint  connection  to  the  real 
results  earned  by  his  clients. 

Noddings  isn't  the  only  money 
manager  to  stretch  his  record  or  to 
publish  hypothetical  results.  But  his  is 
an  unusual  case  in  that  potential  cli- 
ents have  an  easy  way  of  checking  on 
his  real -money  performance. 

In  1985  he  opened  the  Noddings 


Convertible  Strategies  Fund.  This 
mutual  fund,  like  any,  submits  audit- 
ed financial  statements  to  the  Securi- 
ties &  Exchange  Commission  and, 
having  met  listing  requirements,  re- 
leases daily  net-asset-value  figures  to 
the  National  Association  of  Securities 
Dealers.  In  short,  it  would  be  hard  to 
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Thomas  Noddings 

Performance  a  little  too  fabulous? 


puff  up  a  fund's  performance  history. 

How  has  the  fund  done?  Poorly. 
The  Noddings  fund  has  returned  a 
meager  1.8%,  compounded  annually, 
for  the  five  years  ended  March  1991, 
according  to  Lipper  Analytical  Ser- 
vices. The  stock  market  averaged 
13.2%  over  that  period. 

Using  monthly  net  asset  value  fig- 
ures, FORBES  calculates  a  slightly  bet- 
ter return  for  the  Noddings  mutual 
fund  over  the  five  years  through  De- 


cember: 2.2%  a  year.  Contrast  that 
number  with  the  much  higher  results 
claimed  for  the  hypothetical  Nod- 
dings Convertible  Growth  Strategy — 
a  compound  annual  8.1%  annual  re- 
turn over  that  five-year  period. 

What's  going  on  here?  The  num- 
bers cited  in  his  "Growth  Strategy" 
brochure  reflect  the  recent  perfor- 
mance of  the  Convertible  Growth 
Partnership,  L.P.  But  the  partnership 
was  set  up  only  in  April  of  1990.  So 
where  do  those  hefty  returns  come 
from,  especially  in  the  early  years? 
Close  readers  of  the  Noddings  sales 
literature  find  this  explanation:  For 
years  before  the  partnership  was  creat- 
ed, the  returns  are  a  weighted  blend  of 
Noddings'  large-  and  medium-capi- 
talization convertible  "indexes." 

What  are  those  indexes?  It  turns  out 
that  Noddings  calculated  them  from 
records  of  the  purchase  and  sales 
prices  of  hundreds  of  convertible  is- 
sues selected  from  many  different  ac- 
counts over  the  years.  In  other  words, 
it's  unlikely  that  one  real  account  has 
ever  consisted  of  exacdy  the  same 
issues  as  any  one  of  the  indexes. 

Moreover,  the  issues  selected  for 
the  indexes  are  arbitrarily  given  equal 
weighting,  and  the  index  is  rebal- 
anced at  the  beginning  of  every  quar- 
ter, even  though  real  accounts 
weren't  thus  rebalanced.  If  they  had 
been,  they  could  have  run  up  fero- 
cious trading  costs. 

Why  doesn't  Noddings  provide 
quarterly  average  results  for  all  man- 
aged accounts?  He  explains:  "You 
don't  have  to  show  someone  a  track 
record  if  you  can  show  them  some- 
thing that  will  probably  do  well." 

There's  a  lesson  here  for  every  sin- 
gle investor:  Distrust  claims  of  wizard 
performance.  There  are  101  ways  to 
dress  up  a  performance  history.  The 
manager  can  select  which  kinds  of 
accounts  go  into  the  average,  count 
each  quarter  only  the  largest  account 
(which  is  the  likeliest  to  be  doing 
well),  create  artificial  "indexes,"  con 
venicntly  start  the  history  at  the  be 
ginning  of  a  bull  market,  or  omit  the 
results  of  disgruntled  clients  who 
have  left. 

Yes,  some  investment  managers  do 
a  lot  better  than  others.  But  there  ait 
very  few  Warren  Buffetts  around.  Dis 
trust  those  who  claim  they  can  achieve 
implausible  results.  MM 
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Decisions.  As  an 
active  manager 
of  $25  million, 
how  do  you  make 
the  best  ones? 


As  an  active  and  successful 
investor,  you  recognize  that 
the  quality  of  your  invest- 
ment decisions  is  only  as 
good  as  the  information 
you  have. 

And  because  you  active- 
ly manage  a  substantial 
portfolio — for  personal, 


family,  or  business 
interests — you  probably 
use  several  firms  for 
trading,  safekeeping,  or 
ideas. 

Do  you  wonder  whether 
you  are  getting  everything 
possible  from  them?  Are 
they  as  strongly  committed 
to  your  objectives  as  to 
their  own? 

J.P  Morgan  s  private 
bankers  welcome  the 
opportunity  to  explain  how 
Morgan  provides  active 
individual  investors  with 
investment  insight,  not 
hindsight. 

At  J.P  Morgan,  you  can 
draw  upon  our  global 


expertise  in  securities 
trading,  safekeeping, 
foreign  exchange  services, 
and  private  investments. 

You  will  have  access  to 
the  same  resources  for 
equity,  fixed-income,  and 
money  market  investments 
that  are  available  to 
Morgan's  largest  corporate 
and  sovereign  clients. 
And  you  have  access  to 
The  Pierpont  Funds, 
which  offer  many  diver- 
sified investment  options. 

Any  or  all  of  these 
services  can  be  coordi- 
nated in  a  total  banking 
relationship,  providing  the 
high  quality  and  personal 


attention  for  which 
J.P  Morgan  is  known. 

If  you  enjoy  managing 
your  own  assets — of 
$5  million  or  more — and 
want  to  see  if  you  can  be 
better  served  than  by  your 
present  re  sources,  contact 
the  private  bankers  at  J.P 
Morgan.  Call  George 
W.  Rowe,  President, 
J.P  Morgan  California. 
(213)  489-9310. 


©1991  J.R  Morgan  &  Co.  Incorporated 

The  Pierpont  Funds  are  no-load  funds  distributed  by  TBC  Funds  Distributor,  Inc.  Morgan 
Cuaranty  serves  as  investment  advisor  to  The  Funds  and  makes  The  Funds  available  solely  in 
its  capacity  as  shareholder  servicing  agent  for  customers.  The  Funds  are  not  an  obligation  of 
Morgan  Cuaranty  and  are  not  insured  by  the  FDIC 
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in  California 
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SOCIAL  INVESTING 


Church  bonds?  If  you  feel  charitable,  invest  elsewhere 
and  give  some  of  the  income  to  your  house  of  worship. 

Churches  make 
lousy  collateral 


By  William  P.  Barrett 

With  a  majestic  7,000- 
seat  sanctuary  dominat- 
ing an  80-acre  campus, 
First  Southern  Baptist 
Church  of  Del  City, 
Okla.  is  one  of  the  country's  biggest 
houses  of  worship.  Here's  another 
distinction:  First  Southern  is  respon- 
sible for  what  is  evidently  the  largest 
church  bond  default  in  recent  memo- 
ry. Holders  of  the  church's  $14.8 
million  of  bonds  haven't  received  any 
payments  since  last  July. 

At  least  another  125  churches 
across  the  country  are  in  default  on 
maybe  $140  million  of  bonds.  The 
true  figure  is  probably  higher,  since 
the  $3  billion  or  so  of  marketable 
church  bonds  outstanding  generally 
escape  detailed  regulatory  review,  and 
no  one  keeps  track  of  defaults. 

Church  bonds  are  an  odd  mixture 
of  piety  and  profit.  They  aren't  rated 
or  insured.  Church  financial  state- 
ments are  scarce  and  rarely  audited. 
Since  there  isn't  much  of  a  market  for 
used  church  buildings,  the  real  securi- 
ty, even  on  a  bond  backed  by  a  prop- 
erty mortgage,  is  the  offering  plate. 

Many  things  can  go  wrong.  A  char- 
ismatic pastor  can  leave,  and  atten- 
dance and  donations  go  down.  A 
community's  economy  can  decline, 
cutting  employment  and  the  ability  of 
church  members  to  contribute.  Some 
churches  lose  control  of  construction 
costs  on  their  new  buildings.  Bond 
trustees  are  sometimes  slow  to  put 
pressure  on  troubled  churches. 

A  lot  of  churches  issue  bonds  on 
their  own,  to  parishioners  and  neigh- 
bors. Among  outside  underwriters, 
A.B.  Culbertson  &  Co.  of  Fort 
Worth,  Tex.  is  the  largest  marketer  of 
church  bonds  to  the  public  (more 


than  $50  million  last  year).  Its  issues, 
which  include  First  Southern,  haven't 
done  well;  by  dollar  amount,  Culbert- 
son has  already  had  a  default  rate  of 
more  than  12%  among  bonds  issued 
from  1984  to  1990.  A  competitor 
that  collapsed  in  1989,  ami  of  Amaril- 
lo,  Tex.,  also  left  more  than  12%  of  its 
600-odd  issues  in  default.  On  the 


Oklahoma's  First  Southern  Baptist  Church 
Praying  for  asset  sales. 


other  hand,  B.C.  Ziegler  of  West 
Bend,  Wis.,  the  country's  second- 
largest  church-bond  issuer,  has  had 
just  one  default  since  1931. 

Fully  taxable,  church  bonds  mar- 
keted to  outside  investors  generally 
yield  1  to  2V2  percentage  points  more 
than  investment-grade  corporate 
debt  of  comparable  maturity.  For  in- 
stance, a  recent  $715,000  offering  by 
underwriter  American  Investors 
Group  of  Minneapolis  for  the  New 
Life  Christian  Ministry  of  San  Anto- 
nio pays  12.3%  over  15  years. 

But  for  that  extra  100  or  250  basis 
points  in  interest,  you  are  taking  on  a 
high  degree  of  risk.  Most  church 
bonds  don't  go  bad,  of  course,  and 
few  defaults  totally  stiff  the  bond- 
holder. But  in  a  way,  church  bonds  arc- 


junk  bonds,  mere  promises  to  pay 
without  much  useful  collateral. 

As  a  way  of  supporting  your 
church,  buying  bonds  is  not  an  opti- 
mal strategy.  Net  capital  losses  are 
deductible  only  to  the  tune  of  $3,000 
a  year,  whereas  an  outright  donation 
would  probably  be  fully  deductible. 
But  if  you  do  want  to  treat  a  church 
bond  as  a  serious  investment,  follow 
these  rules  of  thumb.  A  church 
shouldn't  pay  more  than  30%  of  its 
income  in  debt  service.  The  debt 
should  be  less  than  half  the  collateral's 
real  value.  The  safest  are  churches 
connected  with  an  established  organi- 
zation and  not  dependent  on  a  single 
pastor's  personality. 

The  default  of  First  Southern  illus- 
trates a  number  of  classic  pitfalls.  The 
pastor  was  the  well-known  Bailey 
Smith,  who  developed  a  national  tele- 
vision network  out  of  First  Southern. 
By  dint  of  charisma  he  raised  church 
membership — along  with  construc- 
tion spending  that  he  financed  with 
repeated  bond  issues  to  nonchurch 
members,  using  optimistic  collateral 
valuations.  The  new  church  complex 
opened  on  Easter  Sunday  1986,  a  few 
months  after  Smith  left  and  was  re- 
placed by  his  more  subdued  brother- 
in-law,  Thomas  Elliff.  Then  came  the 
end  of  the  oil-fueled  Oklahoma 
boom,  followed  by  increased  unem- 
ployment in  the  Oklahoma  City  area. 
Take  from  the  collection  plate  fell 
precipitously. 

For  a  while,  the  bond  trustee,  Trust 
Management  Inc.  of  Fort  Worth, 
made  payments  on  First  Southern's 
behalf,  apparently  to  avoid  declaring  a 
default,  but  by  1989  the  church  was 
hopelessly  behind.  As  it  happens, 
Trust  Management  is  affiliated  with 
underwriter  Culbertson,  both  of 
which  could  face  bondholder  law 
suits.  More  than  two  years  after  the 
first  default,  the  trustee  has  just  got- 
ten around  to  organizing  a  bondhold- 
er committee. 

Postdefault      mailings      by      First 
Southern  asked  bondholders  for  for 
giveness,    cited    Biblical    verse,    and 
urged  parishioners  to  pray  for  asset 
sales.  But  the  church  has  yet  to  ad 
vance  a  credible  reorganization  plan 
for  the  bonds.  Its  1991  budget  covers 
less  than  half  the  debt  sen  ice  required 
by  bond  indentures.  God  and  Mam 
moil  make  poor  partners.  ■§ 
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PROMISES     MADE. 


PROMISES      KEPT. 


When  we  acquired  Great  Northern  Nekoosa, 

we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 

and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
diis  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recendy  sold  a  group  of  non-strategic 

assets  for  slighdy  more  than  $1  billion.  As  a  result,  we  have  retired 

a  significant  amount  of  the  acquisition  debt.  Just  ten  months 

after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 

as  we  head  into  the  second  year  of  the  acquisition,  we'll  continue 

to  pursue  our  methodical  approach  to  integrating  the 

two  companies,  realizing  the  benefits  of  the  integration 

and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


Georgia-Fbcific 


©1991  Georgia-Pacific  Corporation.  All  rights  reserved 


SOCIAL  INVESTING 


The  nuttinesses  of  the  age  infect  even  Wall  Street. 
Advocates  of  assorted  causes  boycott  stocks  of 
companies  whose  policies  they  disapprove.  But  one 
person's  bogeyman  may  be  another  person's  bargain 

Socially  sensible 
investing 


By  Marcia  Berss 


ratio,  despite  extraordinary  growth  in 
earnings  per  share.  On  those  gains, 
the  stock  is  up  tenfold  over  the  past 
decade.  Following  the  horror  at  Bho- 
pal,  shares  of  Union  Carbide  took  a 
pounding;  someone  who  bought 
then  would  have  tripled  his  money 
within  14  months. 

Here  we  present  stocks  no  socially 
hip  money  manager  has  in  his  portfo- 
lio. All  are  cheap  relative  to  book 
value  or  earning  power  and  would  no 
doubt  trade  higher  if  they  made  jog- 
ging outfits  and  donated  to  rain  forest 
cooperatives.  Our  advice:  Buy  from 
this  list,  then  donate  some  of  your 
income  to  good  causes. 

General  Dynamics,  a  pure  play  in 
defense  with  $10  billion  in  sales,  re- 
A  RECENT  MASS  mailing  shares  of  companies  with  business  in  mains  the  target  of  "merchant  of 
from    Greenpeace,    the      South  Africa,  plus  weapons,  tobacco,     death"  rhetoric,  despite  observable 

alcohol  and  nuclear  power  producers,  benefits  of  technology  in  quelling 
it  stands  to  reason  that  these  stocks  Saddam.  At  39,  gd  trades  at  book 
are,  on  the  whole,  bargains. 

There  is  evidence  socially  conscious 
investors  underperform  the  market. 
Five  mutual  funds  with  socially  re- 

have      been 


enviroradical  group,  de- 
cries Waste  Manage- 
ment as  an  investment. 
Sell  the  stock,  says  Greenpeace,  since 
"the  company's  business,  waste  dis- 
posal, severely  damages  the  envi- 
ronment." Never  mind  that  garbage  sponsible  portfolios 
collectors  don't  create  gar 


bage,  the  rest  of  us  do.  But 
that  Waste  Management 
has  made  the  hate  list  of  so- 
called  socially  responsible 
investors  raises  an  intrigu- 
ing possibility.  If  enough 
investors  shun  garbage 
handlers,  the  stocks  will  be 
oversold.  They  will  become 
too  cheap  relative  to  their 
earnings  and  growth  pros- 
pects. They  will  be  great 
buys. 

What  is  socially  responsi- 
ble to  one  person  is  irre- 
sponsible to  someone  else. 
Some    people    think    it   is 
morally  wrong   to   invest   in   South 
Africa,  others  that  it  is  morally  wrong 
to  pull  out  and  deprive  black  employ- 
ees of  jobs.  Some  people  regard  build- 
ing weapons  as  a  threat  to  peace; 
others  think  that  it  is  America's  pow- 
erful weaponry  that  keeps  the  peace. 

Nevertheless,    "socially    responsi 


Rain  forest  crunch 

Fund 

5-year 

Assets 

Maximum 

Annual 

return* 

($mil) 

sales 
charge 

expenses 
per $100 

Calvert  Managed  Growth! 

8.7% 

$296 

4.75% 

$1.30 

Dreyfus  Third  Century 

12.4 

250 

none 

1.07 

New  Alternatives 

10.8 

20 

5.60 

1.27 

Parnassus  Fund 

5.9 

28 

3.50 

1.77 

Pax  World  Fundt 

11.8 

160 

none 

1.19 

S&P  500 

13.6 

'Average  annual  total  return,  compounded.    tBalanced  fund. 

Social-conscience  funds  haven't  kept  up— although  balanced 
funds  can  lay  some  blame  on  the  bonds  in  their  portfolios. 


value  despite  an  excellent  18%  five- 
year  average  return  on  equity. 

Social  investors  have  decreed  Exxon 
(59)  has  been  anything  from  "slow 
responding"  to  "arrogant"  over  the 
1989  Valdez  leak.  Healthy 
reserves  have  been  taken  for 
the  cleanup,  and  the  com- 
pany now  trades  at  12  times 
trailing  earnings  and  6 
times  cash  flow  (net  income 
plus  depreciation). 

Despite  considerable 
price  gains  in  recent  years, 
Philip  Morris  ( 68 )  is  trading 
close  to  the  market's  aver- 
age price/earnings  multi- 
ple. This  is  a  steal  for  a 
company  compounding 
earnings  per  share  at  20%  a 
year  over  the  past  decade.  It 
is  becoming  less  socially  un- 
worthy, with  a  larger  frac- 
tion of  revenue  from  food,  but  still 
depends  on  cigarettes  for  most  prof- 
its. Return  on  equity  is  a  mouth- 
watering 30%. 


General  Electric  (73 )  is  a  protester's 


around  at  least  five  years,  and  not  a 
one  has  done  as  well  as  the  Standard  & 
Poor's  500  (see  table).  Among  the 
worst-performing  money  market 
funds  is  the  one  with  halos  over  its 

bankers'   acceptances,   the  Working  dream.  It  is  a  big  producer  of  weapons 

Assets  Money  Fund.  and  nuclear  power  equipment,  sup 

A  corollary  is  that  socially  callous  posedly  dumped  toxic  wastes  in  all  the 

ble"  investing  has  gotten  to  be  a  big      investing  ought  to  beat  the  averages,  wrong  places,  has  ties  to  South  Africa, 

business,   affecting   $625   billion   of     No  fund  has  such  a  buying  philoso-  and   uses   animals   in    testing   (dead 

phy,  but  there  are  plenty  of  examples  birds,  to  determine  if  its  jet  engines 

of  socially  out-of- favor  stocks'  doing  operate  safely  when  birds  are  ingested 

well.   Through   the    1980s   tobacco  in  flight).  GE  is  also  a  superbly  nun 

profiteer    Philip    Morris    languished  aged  company  that  trades  at  the  mar 

with  a  below-markct  price/earnings  ket  multiple. 


assets,  according  to  its  advocates. 
That's  enough  to  influence  stock 
prices  and  steer  some  people  away 
from  desirable  investments.  With  a 
large  number  of  investors  shunning 
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American  Home  Products'  sin  is 
selling  infant  formula  to  Third  World 
mothers.  But  it  is  good  to  sharehold- 
ers, paying  a  $2.30  indicated  dividend 
and  racking  up  a  five-year  average 
return  on  equity  of  55%.  At  60,  this 
social  outcast  is  trading  at  16  times 
earnings,  while  Johnson  &  Johnson, 
lauded  for  its  day  care  center  and  its 
response  to  the  Tylenol  scare,  costs  a 
frightening  23  times  earnings. 

In  forest  products,  social  investors 
consider  Weyerhaeuser  the  saint  for 
its  reforestation  efforts,  while  Scott 
Paper  (41)  is  the  devil.  Now  look  at 
the  numbers.  Scott  has  increased 
earnings  per  share  over  the  past  de- 


cade at  a  9.5%  annual  rate,  while 
Weyerhaeuser's  growth  is  1 .5%  a  year. 
Scott  trades  at  14  times  earnings, 
Weyerhaeuser  at  a  lofty  19  times. 

Ford  Motor  is  thought  to  be  evil 
because  of  defense  contracts  and  lin- 
gering ties  with  South  Africa.  Despite 
the  prospect  of  a  loss  for  1991,  Ford 
should  still  generate  $10  a  share  in 
cash  flow  this  year,  according  to  Value 
Line.  Compare:  Cummins  Engine,  a 
truck  engine  maker  much  beloved  by 
the  socially  conscious,  will  squeak  by 
with  35  cents  a  share  in  cash  flow  this 
year,  according  to  the  Value  Line 
projection.  Yet  Ford  trades  at  33,  or 
two-thirds  of  book  value,  while  Cum- 
mins goes  for  36,  above  book. 

At  a  recent  105,  International 
Business  Machines  goes  for  1 1  times 
earnings,  an  alltime  low  of  75%  of  the 
market's  p/e  ratio.  "IBM  is  more  than 
nonunion,  'it's  antiunion,"  says  Je- 
rome Dodson  of  the  Parnassus  Fund. 
Could  it  be  that  ibm's  union-beating 
strategy  is  to  treat  its  workers  well?  If 
you  think  so,  take  advantage  of  this 
stock  without  guilt  pangs.  M 
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FIDELITY'S  SPARTAN  DELIVERS 


Highest  Yielding 

Short-Term  U.S. 

Government  Fund 


Spartan®  Limited  Maturity 
Government  Fund 


In  today's  market,  income  inves- 
tors are  turning  to  shorter-term 
government  bond  funds  designed 
to  offer: 

•  Higher  current  income 

than  fixed-price  money  market 
funds  offer. 

•  Greater  price  stability 

than  higher-yielding  long-term  bond 
funds. 


% 


8.39 


30  Day  Net  Yield 
5/14/91* 


% 


11.36 


One  Year  Tbtal  Return 
3/31/90-3/31/91* 


8.84 


°/< 


0 


Life  of  Fund 

Average  Annual  Return 

5/2/88-3/31/91* 


And,  Spartan  Limited  Maturity 
Government  Fund  is  the  highest 
yielding  fund  of  its  type.1  The  fund  seeks  to  maximize  yields  by 
minimizing  fund  operating  expenses.  You  pay  only  for  the  trans- 
actions you  make,  and  there's  no  sales  charge! 

Call  for  today's  current  yield.  Minimum  investment: 
$10,000.  For  more  complete  information,  including  manage- 
ment fees  and  transaction  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 

Visit  our  Nationwide  Investor  Centers  or  cali  24  hours 

1-800-544-8888 


Fidelity 


Investments 


2r 

Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  the  effect  of  the  $5 
closeout  fee  on  an  average-sized  account.  Fidelity  is  temporarily  paying  a  portion  of  the  Fund's  expenses.  If 
Fidelity  had  not,  the  30-day  yield  would  have  been  8.19%  and  returns  would  have  been  lower.  This  expense  limi- 
tation may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go  up  and  yield  and  returns  will  go 
down.  Share  price,  yield  and  returns  will  vary,  and  you  may  Iwe  a  gain  or  loss  when  you  sell  shares.  'According 
to  Lipper  Analytical  Services,  Inc.,  Mutual Fund Yield Survey,  the  Fund  ranked  #1  of  19  no-load  short-term  U.S. 
government  funds  for  the  30-day  period  ended  3/31/91.  transactions  will  reduce  your  yield  depending  on  the 
number  you  make.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX 
75266-0603.  CODE:  FORB/SLM/062491 


REAL  ESTATE 


If  you  can  handle  foreign  languages,  foreign  customs 
and  an  extra  layer  of  tax  returns,  you  can  find 
bargains  in  real  estate  abroad. 


Castles 
in  Spain 


By  Peter  Fuhrman 

Fed  up  with  high- 
priced  European  hotels? 
Worried  that  the  dollar 
will  fall  and  make  them 
even  more  expensive?  So 
go  out  and  buy  your  own  pad  abroad. 
Headaches,  taxes  and  costs  there  will 
be  aplenty.  But  if  you  are  lucky  and 
hold  on  for  a  long  time,  you  could 
make  a  nice  capital  gain  in  addition  to 
the  pleasure  of  reservation -free  travel. 

"Whatever  the  hassles  of  buying, 
there  are  great  rewards  from  owning 
French  real  estate,"  asserts  Edward 
Streator,  a  former  U.S.  ambassador 
who  last  year  bought  a  farmhouse 
near  Armagnac  in  southwest  France. 
Streator  had  earlier  sold  a  house  in 
Antigua,  finding  life  in  the  Caribbean 
too  dull.  He  plans  initially  to  spend 
about  two  months  a  year  in  France. 

But  remember:  We  warned  you 
there  were  hassles.  Patricia  Mason 
spent  $55,000  on  a  seaside  home  in 
France's  Languedoc  region  in  1986 
and  has  lived  to  regret  it.  "I  bought 
the  house  on  impulse,"  the  54-year- 
old  sales  manager  says  from  her  office 
in  New  York,  "and  it's  become  a 
burden,  since  I  can't  find  enough 
time  to  use  it  more  than  a  few  weeks  a 
year."  Mason  rents  the  house  out  for 
part  of  the  year,  at  $1,500  a  month. 
But  after  many  a  contretemps  with 
utility  clerks  and  renting  agents,  she 
has  lost  the  taste  for  life  as  an  absentee 
landlord.  She  would  like  to  sell  the 
house  but  will  wait  for  an  upturn  in 
the  currently  weak  market  for  mid- 
priced  French  seaside  properties. 

Buying  a  house  in  Europe  is  not  an 
option  suitable  for  merely  occasional 
visitors  to  the  Continent.  Besides  the 
cost  of  getting  to  Europe  and  back, 
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there  are  also  the  problems  of  finding 
a  decent  place  and  then  navigating  the 
labyrinth  of  local  property  laws.  There 
are  currency  conversion  costs,  the 
complexities  of  being  a  distant  land- 
lord and  the  risk  of  having  to  pay  two 
layers  of  capital  gain  if  you  sell. 

Generally,  you  will  have  to  settle  up 
with  both  local  and  U.S.  tax  authori- 
ties. You  can  usually  credit  foreign 
gain  and  rental-income  taxes  paid 
against  your  U.S.  return,  but  the  irs 
has  some  idiosyncratic  rules  that  pe- 
nalize investors  in  foreign  property. 
These  rules  come  into  play  if  you  hold 
your  foreign  real  estate  through  a 
holding  company — which  is  just  what 
you  may  need  to  do  to  avoid  some 
unpleasant  foreign  taxes  or  inheri- 
tance rules. 

Foreign  currency  swings  also  cause 
special  problems.  Say  you  buy  a  house 
in  London  for  £100,000  when  the 
pound  is  worth  $  1 .90.  Two  years  later 
you  sell  your  property  for  the  same 
price.  The  pound,  meanwhile,  has  lost 
15%  of  its  value  and  is  now  worth  just 
$1 .61 .  Though  you  have  a  dollar  loss, 
the  Internal  Revenue  Service  will  not 
let  you  use  that  $29,000  loss  against 
your  other  income — losses  on  homes 
are  simply  nondeductible.  Yet  in  the 
reverse  situation,  if  the  pound  went 
the  other  way,  you  would  owe  tax  on 
your  $29,000  currency  gain. 

If  you  rent  out  your  property  for 
most  of  the  year,  you  are  likely  to  owe 
some  local  income  taxes,  which  can  be 
set  off  against  U.S.  tax  liabilities.  You 
can  also  take  depreciation  on  your 
U.S.  return,  though  the  schedule  for 
foreign  properties  is  less  generous 
than  for  U.S.  real  estate. 

All  that  said,  a  purchase  could  make 


sense  to  a  U.S.  investor  who  wants  to 
add  both  a  longer-term  currency 
hedge  and  an  inflation  hedge  to  his 
portfolio.  European  foreign  exchange 
controls  have  been  mainly  scrapped. 
Properties  on  the  continent  have  gen- 
erally shown  a  positive  real  rate  of 
return  in  the  last  five  years.  Mortgage 
rates  in  most  Western  European 
countries  are  down  around  10%. 

What  of  prices?  They  are  as  varied  as 
Europe's  languages  and  cuisines.  A 
rustic  farmhouse  on  2xh  acres  in  the 
Provence  region  of  France  might  cost 
500,000  French  francs,  or  $88,000. 
A  similar  property  in  Italy's  Umbria  or 


Forbes"  June  24,  1WI 


Le  Marche  region  might  cost  as  little 
as  half  that;  the  sort  of  Dorset  farm- 
house beloved  of  Thomas  Hardy 
would  run  close  to  $250,000. 

A  big  industry  has  grown  up  in 
Britain  to  service  this  property  mar- 
ket, with  brokers,  consultants,  devel- 
opers, special  mortgage  lenders.  Any 
American  interested  in  buying  prop- 
erty on  the  Continent  would  do  well 
to  make  initial  landfall  in  Britain.  It's 
generally  no  more  expensive  to  use  a 
British  agent  to  buy  property  on  the 
continent,  and  it  banishes  much  of  the 
language  problem.  You  can  do  the 
first-stage  house-hunting  in  Britain, 


since  agents  there  specializing  in  con- 
tinental property  have  lots  on  their 
books.  The  agents  can  then  arrange 
your  house  calls  as  well  as  all  aspects  of 
the  closing.  For  a  list  of  agents  special- 
izing in  European  property,  contact 
the  Federation  of  Overseas  Property 
Developers,  Agents  &  Consultants 
(P.O.  Box  981,  Brighton  BN2  2FT). 
To  get  a  quick  idea  of  prices,  pick  up  a 
weekend  copy  of  the  Financial  Times 
and  scan  the  ads. 

Be  prepared  for  a  greater  dose  of 
red  tape  and  closing  costs  than  you 
would  face  in  the  U.S.  In  France, 
buying  a  home  resembles  a  courtly 


minuet,  governed  by  a  complex  eti- 
quette. The  key  role  belongs  to  the 
notairr,  the  French  official  who  is  part 
attorney  and  part  tax-farmer.  The  no- 
tairew'xW  do  all  the  property  registra- 
tion and  title  searching  while  also 
collecting  the  variety  of  taxes  large 
and  small  imposed  by  the  French 
government.  For  this,  the  notaire  will 
garner  fees  equal  to  about  15%  of  the 
purchase  price.  On  top  of  that,  you 
will  pay  real  estate  agents'  fees  of  5%  to 
10%.  Over  the  years  there's  been  a  lot 
of  antagonism  toward  Brits  buying 
property  in  northern  France,  with 
house-burnings  and  other  unneigh- 
borly  acts.  The  ill  feelings  have  subsid- 
ed. U.S.  buyers  are  not  likely  to  be 
hounded  by  xenophobes  in  France  or 
elsewhere  on  the  Continent. 

You  can  thus  go  off  and  live  in 
peace,  knowing  that  these  early  has- 
sles at  the  time  of  purchase  are  as 
nothing  compared  with  those  that 
will  follow  if  you  should  die  before 
unloading  your  property. 

When  it  comes  to  inheritance  taxes, 
the  general  rule  is  you  can  avoid  pay- 
ing double  death  duties,  since  pay- 
ments you  make  in  Europe  can  be 
credited  against  taxes  owed  at  home. 
It  doesn't  matter  where  you  are  living 
at  death;  if  you  own  property  in  Eu- 
rope, chances  are  your  heirs  will  have 
to  settle  up  with  both  local  and  Amer- 
ican authorities.  One  plus  is  that 
France,  Italy  and  other  European 
states  have  laws  that  cancel  out  inheri- 
tance taxes  on  property  held  for  a  long 
rime,  generally  ten  years  or  more. 

French  law  has  some  peculiarly  Gal- 
lic ideas  about  the  evils  of  primogeni- 
ture. The  law  mandates  that  your 
children  inherit  no  less  than  half  your 
property,  depending  on  their  num- 
ber. This,  fortunately,  is  true  only  for 
real  pr<  >perty  owned  in  France,  not  for 
your  assets  held  outride  that  country. 
Even  so,  the  effect  of  this  is  that, 
under  French  law,  your  surviving 
spouse  may  get,  at  best,  expropriated 
and,  at  worst,  evicted  by  your  kids. 
You  can  guard  against  this  by  insert- 
ing a  special  clause  into  the  bill  of  sale 
or  rigging  up  an  elaborate  property 
holding  company  domiciled  outside 
France.    But   in   running   from    the 

Chateau  de  Tcurreau,  in  Vaucluse,  France 
On  the  market  at  $8.7  million. 
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The  15th-century  Casa  Taliani  in  Venice 

Do  as  the  Italians  do:  Hoodwink  the  taxman. 


Chalet  apartments  in  Valais,  Switzerland 

The  lap  of  luxury  in  a  foreigners-only  ghetto. 


French  taxman,  you  may  bolt  into  the 
arms  of  his  American  counterpart.  If 
you  do  set  up  a  property  holding 
company,  the  irs  will  assess  either  a 
35%  excise  tax  or  regular  income  taxes 
on  the  value  of  any  unrealized  gains 
on  the  property. 

At  least  there  are  some  interesting 
properties  to  buy.  France  has  40,000 
chateaux,  the  nicest  of  which  date 
from  the  17th  and  18th  centuries,  and 
at  any  given  time  at  least  1%  of  them 
are  formally  up  for  sale,  with  many 
others  open  to  bids.  The  cheapest  of 
these  chateaux  run  $500,000. 

One  man's  chateau,  of  course,  is 
another  man's  palazzo.  Italy,  that 
hotbed  of  la  dolce  vita,  is  the  other 
country  most  favored  by  those  look- 
ing for  a  second  home  on  the  Conti- 
nent. There  is  a  great  deal  of  property 
available  at  all  price  levels,  ranging 
from  $20,000  Renaissance  farmyard 
wrecks  all  the  way  up  to  a  $2.3  million 
(asking  price)  15th-century  palace, 
the  Casa  Taliani,  on  a  pretty  backwa- 
ter canal  in  Venice.  Prices  tend  to  rise 
and  fall  in  proportion  to  the  distance 
from  the  nearest  airport  or  autostra- 
da. Whatever  you  buy,  the  house  is 
likely  to  spend  its  first  year  shrouded 
by  builders'  scaffolding.  To  bring  an 
older  Italian  home  up  to  livable  stan- 
dards— with  central  heating  and  a 
roof  that  won't  leak — will  cost  about 
$800  per  square  foot. 

Your  first  act  as  an  Italian  property 
owner  will  almost  certainly  involve 
deliberate  tax  fraud.  In  Italy,  of 
course,  tax  cheating  has  been  elevated 
to  a  national  pastime,  so  much  so  that 
the  government  has  effectively  given 
up  trying  to  induce  its  citizens  to  pay 
the  proper  amount  of  sales  tax  when 
they  sell  property. 

Everyone  fibs.  Aid  so  the  govern- 
ment has  cobbled  together  a  system  of 
legal  minimums,  based  on  imputed 
rents,  that  the  seller  must  use  to  calcu- 
late the  taxable  gain.  Needless  to  say, 
no  one  ever  admits  to  selling  above 
that  minimum.  Your  role  will  be  to 
accept  that  your  property  will  have 
two  title  deeds— one  for  the  taxman 
with  the  lowest  legal  sale  price,  ^n<^\ 
one  with  the  price  you  are  actually 
paying.  The  fair  market  price  will 
probably  be  somewhere  between  the 
two,  since  it's  very  difficult  to  get  a 
valid  second  opinion  on  what  any 
property  should  cost. 
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regardless  of  economic  conditions.  In  these  unpredictable  times,  we  can  make  your  assets 


grow, 
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REAL  ESTATE 


Farmhouses  in 
Provence  (left)  and 
Le  Marche  (above) 
A  rustic  farm 
house  on  2Vfe  acres 
in  southern 
France  might  cost 
$88,000.  Similar 
property  in  Italy's 
Le  Marche  region 
might  cost  as 
little  as 
half  that. 


Take  comfort,  though,  in  the  fact 
that  inheritance  taxes  will  be  minimal, 
provided  you  leave  your  property  to  a 
close  blood  relation.  Credit  the  Ital- 
ian reverence  for  the  family.  Heirs 
outside  the  family  are  subject  to  a  flat 
60%  tax,  but  this  too  can  be  finagled. 

If  in  Italy  the  trick  is  to  do  as  the 
Italians  do,  in  Switzerland  you  will  be 
offered  no  such  chance.  The  Swiss  feel 
about  foreign  property  owners  the 
way  most  people  feel  about  prostitu- 
tion— if  it  can't  be  made  entirely  ille- 
gal, it's  best  to  enclose  it  in  a  small  area 
far  away  from  local  residents. 

Throughout  much  of  the  1970s 
the  Swiss  prohibited  all  foreigners 
from  buying  property.  This  basically 
killed  off  Switzerland's  role  as  a  cozy 
refuge  for  newly  minted  U.S.  million- 
aires. Lately  the  Swiss  have  eased  up 
somewhat.  In  1985  the  government 
passed  a  law  that  granted  a  maximum 
2,000  annual  authorizations  for  cer- 
tain communities  to  sell  property  to 
foreigners.  It  remains  illegal  for  for- 
eigners to  own  property  in  any  of  the 
major  cities,  as  well  as  in  most  of  the 
famous  resort  towns.  Until  recently 
Swiss  law  mandated  that  any  foreigner 
selling  his  property  had  to  offer  it  for 
the  first  year  exclusively  to  Swiss. 
That's  no  longer  the  case,  but  all 
foreign-owned  properties  tend  to  be 
in  purpose-built  luxury  ghettos.  One- 


bedroom  apartments  start  at  about 
$100,000;  a  typical  A-frame  chalet 
goes  for  triple  that. 

One  other  obstacle  in  Switzerland 
is  the  age  barrier.  Here,  too,  the  Swiss 
have  their  quirks.  To  retire  perma- 
nently in  Switzerland,  you  must  pro- 
vide documents  proving  you  are  at 
least  60  years  old,  with  sufficient 
means  to  provide  for  yourself.  It 
helps,  too,  to  have  a  doctor's  certifi- 
cate claiming  you  have  a  medical  con- 
dition that  responds  to  fresh  moun- 
tain air.  Failing  that,  you'll  be  able  to 
spend  no  more  than  six  months  a  year 
in  your  home.  In  other  European 
countries  it's  much  easier  to  gain  the 
right  to  live  when  you  want  in  the 
property  that  you  buy. 

Spain  has  seen  a  large  influx  of 
foreign  buyers,  and  generally  makes  it 
easy  by  going  soft  on  the  taxes  and 
bureaucracy.  Annual  upkeep  on  a 
small  Spanish  villa,  including  property 
taxes  and  community  charges,  could 
run  less  than  $300  a  year.  Most  for- 
eigners are  hunkered  down  in  tall 
beachside  blocks,  though  there  arc 
medieval  estates  up  for  sale  in  Mallor 
ca.  The  Son  Serralta,  on  4  acres  of 
coastal  property,  is  on  the  market  for 
$2.5  million. 

The  liberation  of  Eastern  Europe- 
brings  with  it  the  promise  that  lots  of 
property,  including  some  grand  old 


castles  and  manors,  will  be  sold  to  the 
highest  bidder.  It's  still  more  promise 
than  reality,  since  generally  the  gov- 
ernments have  yet  to  settle  issues  of 
ownership  and  restitution. 

Still,  for  those  with  a  tolerance  for 
red  tape  and  frustration,  early  buyers 
could  nail  down  some  terrific  bargains 
in  Eastern  Europe.  In  Czechoslova- 
kia, come  October,  all  property  will 
be  up  for  sale.  There  are  many  splen- 
did old  buildings  in  the  country,  and 
they  will  go  cheap.  They  have  to.  The 
old  castles  and  Hapsburg-era  hunting 
lodges  have  mainly  been  used  for  the 
last  45  years  as  hostels  by  Communist 
Party  and  trade  union  members.  As  a 
result,  the  interiors  of  the  grand  old 
buildings  are  usually  no  more  opulent 
than  that  of  a  downtown  ymca.  One 
other  problem:  While  Eastern  Europe 
has  acres  and  acres  of  real  estate,  it  still 
has  no  real  estate  agents.  If  you  want 
to  buy,  you'll  have  to  go  directly  and 
negotiate  a  price  with  a  local  mayor  or 
workers'  council.  Getting  a  really 
clear  title  may  be  next  to  impossible. 

What  about  property  taxes?  Annual 
property  and  community  taxes,  as 
suming  an  average  four- bedroom 
country  property,  will  run  about 
$350  in  Italy  or  $1,000  in  France.  In 
Switzerland,  it's  partly  a  matter  of 
conscience.  Local  taxes  are  based  on 
your  declared  worldwide  income.  ■■ 
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Introducing  The 
Great  American  Beauty 


The  1991  Buick 
Park  Avenue. 


have  come  up  with  one  of  the  quietest,  tightest 
and  smoothest  operating  luxury 
sedans  we've  ever  driven." 


EPA  estimated 
miles  per  gallon: 

18/27 

City        Hwy. 


The  elegant,  highly  aerodynamic  shape  of 
this  new  Buick  Park  Avenue  i«  certain  to  make 
a  beautiful  first  impression. 

But  its  true  beauty  is  also  apparent  in  Park 
Avenue's  highly  refined  engineering.  To 
quote  Motor  Trend    Buick  engineers 


As  you'd  expect,  all  Park  Avenue's  accom- 
plishments are  underscored  by  Buick  quality. 
We  invite  you  to  visit  your  Buick  dealer 
today  Test-drive  Buick  quality  as  evidenced 
in  the  all-new  1991  Park  Avenue. 

For  more  information,  please  call 
1-800-3PARK-AVE 


The  New  Symbol  For  Quality 
In  America 


REAL  ESTATE 


If  you  have  deep  pockets,  a  speculator's  nose  and  are  willing  to  do 
some  homework,  great  real  estate  bargains  are  available 
from  the  Resolution  Trust  Corp.  or  a  local  thrift. 

A  buyer's  guide  to 
distressed  properties 


By  Christopher  Palmeri 

On  a  sunny  weekend  in 
April,  6,000  people  trot- 
ted out  to  the  Meadow- 
lands  Convention  Cen- 
ter in  Secaucus,  N.J.  and 
paid  $10  each  to  witness  the  first  New 
Jersey  Inventory  Liquidation  Real  Es- 
tate Expo.  The  featured  attraction: 
bargain  tables  set  up  by  seven  New 
Jersey  banks  and  thrifts  plus  the  Reso- 
lution Trust  Corp.,  the  federal  agency 
charged  with  unloading  assets  of 
failed  savings  and  loans. 

Among  the  $250  million  of  proper- 
ties on  display  were  a  $38,000  (list 
price)  boarded-up  two-family  home 
in  Jersey  City,  an  $80,000  lot  on  a 
lagoon  in  Bricktown,  and  a  $1  million 
estate  in  Tenafly.  A  couple  of  institu- 
tions had  condominiums  for  sale  in 
Massachusetts  and  Georgia.  Wash- 
ington Savings  Bank  of  Hoboken  was 
selling  a  19, 000 -square -foot  industri- 
al site,  half  of  which  was  occupied  by  a 
go-go  bar  called  the  Navel  Base. 

Standing  amid  the  throng  were 
John  and  Mar}'  Alexander.  A  couple 
in  their  early  30s,  the  Alexanders  were 
shopping  for  their  first  home,  some- 
thing around  $250,000  in  Middlesex 
County.  They  didn't  find  anything. 
"I  think  I  can  get  a  better  selection  of 
what  I'm  looking  for  at  a  Realtor," 
said  John  as  he  scanned  the  room. 

Are  foreclosure  expositions  great 
ways  to  buy  properties?  It  depends  on 
what  you're  looking  for.  There  are  a 
lot  of  bargains,  but  there  is  also  a  lot  of 
junk.  If  you  expect  to  find  the  home  of 
your  dreams  on  a  convention  hall 
floor,  you  are  likely  to  come  away 
disappointed.  On  the  other  hand, 
some  folks  are  having  a  field  day  with 
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foreclosed  property.  Jonathan  and 
Barbara  Morgan,  retirees  in  Hot 
Springs,  Ark.,  recently  bought  a  two- 
bedroom  condo  on  a  lake  near  their 
present  home  from  the  Resolution 
Trust  Corp.  for  $48,000.  They  had  a 
pretty  good  idea  of  what  they  were 
getting.  They  already  owned  a  condo 
in  the  same  development,  which  they 
had  bought  from  the  developer  five 
years  earlier  for  $84,000.  Both  units 
are  rented.  "It's  kind  of  like  dollar- 
cost  averaging,"  Johnathan  Morgan 
says  of  his  second  investment. 

Daniel  McMorrow,  a  sales  manager 
for  a  mortgage  company,  went  to  a 
foreclosure  exposition  in  Boston  in 
January.  The  Progressive  Consumer 
Federal  Credit  Union  of  Brookline 
was  listing,  for  $195,000,  a  five-bed- 
room brick  town  house  in  South  Bos- 
ton that  had  wrought-iron  details  and 
four  marble  fireplaces.  Terms:  a  no- 
points,  30-year,  8%%  mortgage. 
Knowing  something  about  mort- 
gages, McMorrow  countered  with  a 
low-ball  offer  and  got  financing  else- 
where. He  ended  up  paying 
$170,000  for  a  house  assessed  only 
last  year  at  $335,000. 

Distressed  real  estate  is  big  business 
now.  Here  are  some  avenues  of  attack. 

Start — but  don't  stop — with  the 
Resolution  Trust  Corp.,  which  is  try- 
ing to  get  rid  of  over  $17  billion  of 
property,  including  about  25,000  res 
idential  units,  primarily  in  southern 
and  western  states.  The  RTC  publishes 
an  introductory  guide  called  How  to 
Buy  Real  Estate;  for  a  copy,  call  800- 
842-2970. 

The  RTC  keeps  a  master  list  of  all  its 
properties  on  a  computer.  The  list  is 


RTC  booth  at  a 
New  Jersey 
real  estate  expo 
What  used  to  be 
thought  of  as  a 
bank's  dirty  laun- 
dry is  now  being 
sold  like  raffle 
tickets. 


available  in  book  form,  but  the  books 
are  expensive,  updated  only  every  six 
months,  and  even  the  most  tireless 
bargain  hunter  would  no  doubt  nar- 
row his  search  to  something  less  than 
the  entire  nation.  A  better  approach  is 
to  use  the  "asset-specific  inquiry  ser- 
vice," in  which  you  name  a  specific 
type  of  property  or  location  and  re- 
ceive in  the  mail  a  list  of  what  is 
available  shortly  thereafter.  Fee,  10 
cents  per  listing,  minimum  charge  of 
$5;  call  800-782-3006.  In  addition, 
make  a  similarly  specific  inquiry  at  one 
of  the  rtc's  14  regional  sales  offices. 
There  the  service  is  free — and  by  tak- 
ing the  national  and  local  approach 
you'll  be  less  likely  to  miss  something 
because  of  an  rk  error.  There  arc  RT» 
offices  in  Atlanta,  Baton  Rouge,  ( !os 
ta  Mesa  (Calif.),  Dallas,  Denver,  1  a 
gan  (Minn.),  Klk  Grove  (III.),  Hous 
ton,  King  of  Prussia  (Pa),  Overland 
Park  (Rains.),  Phoenix,  San  Antonio, 
Tampa  and  Tulsa. 

Shopping  through  the  RTC  will  not, 
in  most  cases,  eliminate  from  the  pic 
ture  a  real  estate  agent  .uu\  his  or  her 
commission.  The  RTC  inventory  lists  a 
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contact  for  each  property,  frequently 
a  broker.  It  may  take  some  effort  on 
your  part  to  work  around  a  broker  if 
that  is  your  inclination. 

Also  note  that  many  professional 
investors  have  been  disappointed  with 
the  RTC,  which  has  developed  a  repu- 
tation for  being  inflexible.  Among 
them  is  Jonathan  Borsuk,  president  of 
Triton  Investment  Management 
Corp.  in  Stamford,  Conn.  Early  last 
year  Borsuk  signed  a  letter  of  intent  to 
purchase  a  220-unit  apartment  com- 
plex in  Houston  for  $3.7  million. 
Then  the  rtc  got  a  bid  that  was 
$25,000  higher,  and  its  representa- 
tive nixed  the  deal.  Borsuk  ate  his 
legal  and  property  inspection  costs 
and  went  home,  only  to  find  out  later 
that  the  higher  bid  had  fallen 
through.  Says  Borsuk,  "They  were  so 
worried  about  procedure,  they  were 
impossible  to  deal  with."  Borsuk  has 
given  up  on  the  property. 

RTC  officials  counter  that  new  rules 
allow  property  to  be  sold  at  85%  of 
appraised  value  in  the  first  six  months 
of  listing  and  60%  of  appraised  value 
after  that.  (The  appraised  value  is  not 


public  information,  but  it  is  usually 
slightly  more  than  the  "asking  price" 
the  RTC  assigns  to  each  property. )  The 
rtc  has  also  begun  to  provide  more 
financing  for  buyers. 
"  Next,  talk  to  banks.  You  can  call  any 
bank  or  thrift  and  ask  to  speak  to  the 
person  who  handles  its  real  estate 
owned  (reo).  Steven  Silverman,  a 
New  Jersey- based  private  investor, 
will  close  on  a  $1 .5  million  apartment 
building  in  Hoboken  at  a  substantial 
discount  from  the  original  develop- 
er's costs.  The  property's  owner,  the 
Howard  Savings  Bank  of  Livingston, 
N.  J.,  financed  80%  of  the  cost  at  9V4%, 
with  no  points.  Because  Silverman 
heard  about  the  building  from  a 
friend,  the  bank  pays  no  broker's  fee. 
To  find  a  lender  that  is  likely  to  have 
more  than  its  share  of  distressed  prop- 
erty for  sale,  call  the  rtc  at  202-416- 
6940  and  order  the  list  of  thrifts  in 
conservatorship  (10  cents  per  page). 
These  are  busted  s&ls  that  haven't 
been  liquidated  yet.  Their  properties 
have  recently  been  added  to  the  RTC's 
inventory  list,  but  you  can  still  cut  a 
deal  directly  with  them. 


Some  banks  are  somewhat  shy 
about  disclosing  their  foreclosures. 
The  Dime  Savings  Bank,  for  instance, 
took  out  an  anonymous  ad  in  the  New 
Tork  Times to  market  some  foreclosed 
properties. 

On  the  other  hand,  Connecticut 
National  Bank,  a  division  of  Shawmut 
National  Corp.,  has  a  staff  of  25  to 
unload  repossessed  properties.  At  the 
Boston  foreclosure  expo  where  Dan- 
iel McMorrow  found  his  bargain, 
Connecticut  National  put  up  a  booth 
and  developed  a  list  of  about  5,000 
prospects,  many  of  whom  will  soon 
receive  a  tailor-made  direct  mailing 
featuring  some  of  the  bank's  real  es- 
tate offerings.  In  many  cases  banks 
still  insist  on  negotiating  sales 
through  brokers,  so  you  are  not  elimi- 
nating the  real  estate  commission. 
However,  there  is  a  tactical  advantage 
in  starting  out  with  the  bank  sales 
staff:  You  get  a  list  of  properties  whose 
owner  is,  as  they  say  in  the  trade,  a 
motivated  seller. 

"Banks  make  incompetent  and  im- 
patient owners,"  notes  Andrew  Ju- 
belt,  president  of  Affirmative  Equi- 
ties, a  New  York  City-based  firm  spe- 
cializing in  distressed  property. 

To  help  these  institutions  with 
their  marketing,  entrepreneurs  have 
gotten  into  the  act.  Boston's  First 
Manchester  Group,  the  people  who 
put  on  the  first  expo  there  in  January, 
have  opened  up  a  permanent  bank- 
owned  real  estate  showroom  in 
downtown  Boston,  open  seven  days  a 
week.  North  Chelmsford's  Massa- 
chusetts Equity  Corp.  publishes  the 
Lenders  Property  Lists,  two  books 
that  feature  over  4,000  foreclosed 
properties  in  Massachusetts,  New 
Hampshire  and  Connecticut,  which 
cost  $15.50  per  month  each .  A  similar 
publication,  Miami's  Institutional 
Real  Estate  Monitc  ($167  a  year), 
covers  Florida.  For  the  one-time  fee 
of  $22,  you  can  pick  up  Sonny  Bloch 
and  Carolyn  Janik's  informative  new 
book,  How  Tou  Can  Profit  From  The 
S&L  Bailout  (Bantam  Books). 

For  most  of  the  last  two  or  three 
decades,  anyone  who  didn't  buy  real 
estate  was  seen  as  a  chump.  But  the 
curtain  has  come  down  on  the  seller's 
market  days.  Today,  if  you  have  some 
money  and  are  not  anxious  to  buy  but 
the  seller  is  anxious  to  sell,  you  can 
drive  a  good  bargain.  H 
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Two  bottom 


Recently,  Compaq  significantly 
'reduced  prices  on  its  most  popular 
personal  computers  and  PC  systems. 
This  will  have  a  tremendous  impact  on  your 
bottom  line.  And  not  because  of  cost  alone. 

Our  new  prices  mean  there's  nothing  now  standing  between  you 
and  the  high  performance  of  COMPAQ.  You  won't  have  to  make  do  with  a 
compromise  instead  of  the  COMPAQ  PC  you  want. 

Our  new  prices  also  mean  you  can  afford  to  let  all  your  users  work 
with  the  PCs  that  simply  work  better. 

COMPAQ  PCs  deliver  optimal  performance,  so  your  users  will  spend 
less  time  waiting.  And  more  time  working. 

Our  PCs  endure  relentless  reliability  tests,  so  downtime  is  reduced. 
And  as  we  all  know,  downtime  means  money. 

COMPAQ  PCs  also  offer  the  utmost  in  compatibility.  So  you  can  spend 
your  time  working  on  business  issues,  not  computer  issues. 
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COMPAQ,  Registered  US  Patent  and  Trademark  Office  ©  1991  Compaq  Computer  Corporation  All  rights  reserved 


line  reasons 

DMRAQPC 


Finally,  COMPAQ  PCs  are  supported  by  one  of  the  best-trained  dealer 
networks  in  the  industry.  Dealers  who  are  committed  to  giving  you  compre- 
hensive computing  solutions,  not  just  computers. 

From  the  beginning,  COMPAQ  PCs  have  delivered  the  performance, 
reliability  and  compatibility  you've  asked  for.  Now,  they  also  deliver  it 
more  affordably. 

All  this  makes  quite  a  statement.  Especially  on  your  bottom  line. 

To  get  the  facts,  call  your  Authorized  COMPAQ  Computer  Dealer  for 
pricing  and  product  information.  Or  call  1-800-231-0900,  Operator  161,  and 
we'll  mail  you  our  new  suggested  resale  prices  and  the  location  of  the  dealer 
nearest  you.  In  Canada,  just  call  1-800-263-5868,  Operator  161. 


comPAa 


COMPUTERIZED  INVESTING 


Investment  clubs  are  a  great  way  to  learn  about  the 
market.  On-line  investment  clubs  are  even  better. 

Free  advice 


By  David  Churbuck 


The  investor  who  is  both  computer- 
literate  and  fairly  prosperous  has  a 
wealth  of  financial  data  at  his  finger- 
tips, as  the  following  story  makes 
clear.  Is  there  anything  comparable 
for  the  computer-loving  investor  on  a 
budget?  Yes.  The  computer  bulletin 
board,  a  sort  of  investment  club  in 
which  a  large  hard  drive  replaces  the 
chairman's  living  room. 

The  computer  bulletin  board  is  a 


phenomenon  as  old  as  the  modem.  A 
loosely  associated  group  of  PC  owners 
with  a  common  interest  trades  notes, 
data  files  and  software  via  phone  lines. 
The  cost  of  participating?  Often,  no 
more  than  a  local  phone  call. 

Don't  expect  that  a  Peter  Lynch 
will  sign  on  and  drop  a  few  tips.  Nor 
can  you  download  huge  price  data- 
bases of  the  sort  that  are  sold  on-line 
through  stock  quote  services.  But  you 


Electronic  investment  clubs 

Bulletin  board  system 

Affiliation 

Modem  line 

Computerized  Investing 

Amer  Assoc  of  Individual  Investors 

312-280-8764 

LinchPin 

Boston  Computer  Society 

617-742-9194 

Channel  1 

subscriber  service 

617-354-8873 

Dollars  &  Bytes 

none 

619-483-5477 

The  Market 

none 

301-299-8667 

With  a  modem, 
you  can  tap  into 
these  bulletin 
boards  and  trade 
shareware  and 
messages.  All  are 
free,  except  for 
Channel  1,  which 
charges  an 
annual  fee. 


can  get  software  that  is 
free  or  at  least  very 
cheap — programs  that 
track  portfolios,  do  tech- 
nical analysis,  figure  out 
your  W-4  tax  form  or  evaluate  an 
option  using  the  classic  Black-Scholes 
Tormula.  You  can  also  get  small  talk, 
on  topics  ranging  from  which  dis- 
count broker  gives  the  best  service  to 
how  to  chart  commodity  prices  with 
your  graphics  software. 

The  free  programs,  from  amateur 
programmers  who  typically  write  in 
either  the  Basic  language  or  the  "ma- 
cro" codes  of  spreadsheet  packages 
like  1-2-3,  are  traded  around  with  no 
motive  other  than  camaraderie.  Then 
there  are  programs  that  are  merely 
cheap,  with  payment  on  the  honor 
system.  You  download  a  copy  into 
your  computer  and  then  get  a  mes- 
sage asking  you  to  mail  in  a  nominal 
registration  fee  ($10  to  $35). 

"A  [bulletin  board  system]  is  where 
personal  computing  is  still  personal," 
says  Frederic  Shipley  II,  editor  of 
Computerized  Investing,  a  publica- 
tion of  the  American  Association  of 
Individual  Investors.  Shipley  is  also 
the  system  operator,  or  sysop,  of  the 
investor  association's  bulletin  board, 
the  Computerized  Investing  BBS. 

Some  bulletin  boards,  like  the 
LinchPin  Online  Library  in  Boston, 
are  affiliated  with  local  computer  soci- 
eties, themselves  great  sources  for  free 
information  and  advice.  LinchPin's 
affiliate  is  the  Boston  Computer  Soci- 
ety, one  of  the  most  venerable  in  the 
country,  which  also  has  an  investing 
group  that  meets  in  the  flesh  monthly, 
like  a  traditional  investment  club.  But 
a  lot  of  the  group's  business  takes  the 
form  of  computer  phone  calls  to  the 
office  of  the  volunteer  sysop,  Kath- 
leen Lynch,  a  psychologist  who  man- 
ages this  bulletin  board  in  her  spare 
time.  "I  set  up  my  board  because  it 
seemed  obvious  that  this  is  the  wave 
of  the  future,"  says  Lynch. 

Computers  calling  in  get  connect- 
ed to  one  of  two  cheap  clones  Lynch 
has  set  aside  for  the  purpose.  She  gets 
some  help  paying  for  the  three  extra 
telephone  lines  from  the  Boston 
Computer  Society.  The  board  is  free 
to  the  public,  but  sharing  is  empha- 
sized: Take  too  much  software  and 
the  system  begins  to  remind  you  to 
start  leaving  some  of  your  own. 
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Channel  1  is  a  much  larger  bulletin 
board  operation  in  Cambridge, 
Mass.,  on  which  investing  is  just  one 
of  dozens  of  topics  ranging  from  gar- 
dening to  pornography.  It  has  no 
aficionado  to  pick  up  the  overhead 
costs,  so  users  pay  between  $25  and 
$85  annually  for  access  to  the  system. 
The  investing  library  boasts  230  pro- 
grams for  IBM-compatible  PCs,  and 
another  600  on  finance  and  business, 
ranging  from  quick  loan-amortiza- 
tion calculators  to  samples  of  com- 
mercial charting  programs. 

On  the  Computerized  Investing 
BBS  in  Chicago,  I  downloaded  the 
159-kilobyte  version  of  the  Captool 
portfolio  manager.  As  a  piece  of 
shareware,  Portfolio  Return  on  In- 
vestment asks  the  user  who  wants  to 
keep  the  program  on  his  computer  to 
send  a  $29  license  fee  to  the  source, 
Techserve  Inc.  in  Bellevue,  Wash. 
The  program  calculates  a  portfolio's 
internal  rate  of  return  and  generates 
reports  useful  for  tax  planning.  Cost 
to  look  at  it?  No  more  than  the  cost  of 
a  12 -minute  call  to  Chicago. 

Curtis  Kyhl,  sysop  of  the  Stock 
Exchange  in  Des  Moines,  says  his  five- 
year-old  board  gets  15  to  30  calls  a 
day.  "Better  users  get  on,  do  what 
they  need  to  do  in  4  or  5  minutes; 
novices  learning  the  commands  can 
take  up  to  20  minutes,"  says  Kyhl, 
who  estimates  that  10%  of  his  regular 
callers  are  market  professionals. 

On  the  typical  system,  users  can 
leave  private  mail  or  make  their  mes- 
sages public  for  all  to  see  and  com- 
ment on.  Bulletin  boards  are  difficult 
to  navigate  at  first.  But  if  you're  inter- 
ested in,  say,  discount  brokers,  you 
could  search  the  headers,  or  titles,  of 
all  public  messages  to  see  if  anyone  has 
ever  discussed  Charles  Schwab  &  Co. 

Note:  One  drawback  to  shareware 
is  the  risk  of  contracting  a  virus.  Some 
sysops  screen  donated  programs  with 
virus  scanners,  but  these  are  no  more 
foolproof  than  blood  screenings. 

For  a  sampling  of  investment  bulle- 
tin boards,  see  table  opposite.  Others 
are  listed  in  The  Individual  Investor's 
Guide  to  Computerized  Investing, 
published  annually  by  the  American 
Association  of  Individual  Investors, 
625  N.  Michigan  Ave.,  Chicago 
6061 1 .  It's  free  to  ami  members  who 
subscribe  to  Computerized  Investing, 
$23  including  shipping  to  others.  M 
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Used  properly,  PCs  can  now  put  you  on  a  par  with  the 
investment  pros:  "You  become  the  house  player." 

Turn  your  den 
into  a 
trading  room 


By  Jeffrey  Rothfeder 

It  was  one  of  the  most 
successful  initial  public 
offerings  in  recent  mem- 
ory. Duracell  Interna- 
tional hit  the  streets  on 
May  2  at  $  1 5  and  for  a  few  days  never 
looked  back.  The  stock,  oversub- 
scribed by  institutional  investors  and 
arbitragers,  quickly  rose  51%  in  after- 
market  trading. 

Tom  Pabst,  a  44-year-old  individ- 
ual investor  who  was  able  to  line  up 
20,000  shares  at  close  to  the  offering 
price,  was  in  a  position  to  make  the 
most  of  the  situation.  From  his  West 
Coast  home,  Pabst  followed  Duracell 
closely  by  tracking  minute-to-minute 
-ticks  on  his  personal  computer.  At 
one  point  the  stock  was  stuck  at  a  bit 
over  20.  There  seemed  to  be  more 
sellers  than  buyers  as  the  asked  price 
inched  closer  to  the  bid. 

But  Pabst  didn't  believe  the  signs. 
Something  else  he  saw  on  his  screen 
told  Pabst  to  stand  his  ground.  "The 
underlying  numbers  didn't  support 
the  sell  mania,"  says  Pabst.  "I  could 
clearly  see  that  only  the  smaller  traders 
were  getting  fidgety.  The  stock  really 
wasn't  being  dumped  by  the  biggest 
investors  with  the  most  to  lose." 

So  he  followed  their  lead  and  held 
on.  Pabst  says  he  sold  in  the  low  20s, 
not  far  from  where  Duracell  peaked. 
Thousands  of  serious  amateurs  like 
Pabst  are  playing  the  market  with  the 
help  of  trading  screens  not  very  differ- 
ent from  the  sort  professionals  use. 
Individual  investors,  once  shut  out  of 
timely  data  showing  fluctuations  in 
stocks,  commodities,  futures,  options 


and  government- backed  securities, 
can  now  stay  in  touch,  constantly.  No 
matter  if  you  are  on  a  snow-capped 
mountain  or  a  villa  on  the  beach;  you 
can  access  fast-paced  trading  systems 
with  jazzy  charts  and  tables  for  less 
than  $1,000  a  month. 

There  are  good  reasons  for  this 
downward  migration  of  information 
from  the  trading  room  to  the  home, 
most  of  them  technological.  The 
price  of  computer  hardware  and  soft- 
ware is  skidding  at  the  same  time  that 
PC  capabilities  are  wildly  improving. 
With  a  386SX  computer  costing  less 
than  $3,000,  anybody  can  download 
and  manipulate  massive  amounts  of 
trading  data.  Meanwhile,  graphic  and 
analytic  programs  are  rapidly  gaining 
in  sophistication  and  becoming  easier 
to  use.  And  telecommunications  ad- 
vances ensure  that  data  can  be  sent 
anywhere  and  anytime. 

"A  few  years  ago  the  most  you 
could  get  were  simple  data  feeds  de- 
livering quotes  and  prices  to  your 
home,"  says  Larry  Westby,  an  indi- 
vidual investor  in  Hi.ntington  Beach, 
Calif.  "But  even  for  that  basic  service 
the  price  was  too  exorbitant  for  the 
individual."  Last  year  Westby  cashed 
in  the  frenetic  hurly-burly  of  the  bro- 
kerage world  and  the  daily  commute 
to  downtown  Los  Angeles  in  ex- 
change for  watching  the  prices  of  100 
stocks  ebb  and  flow  on  his  PC  screen 
with  the  waves  of  the  Pacific  Ocean 
through  his  picture  window  as  the 
backdrop.  He  adds,  "The  best  part  is 
you  don't  have  to  be  a  rocket  scientist 
to  run  these  systems." 
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On  Westby's  computer  screen,  the 
stocks  that  are  dropping  are  displayed 
in  red,  those  upticking  in  green.  If  he 
wants  to  know  when  they  hit  certain 
highs  or  lows,  a  visual  and  audible 
alert  tells  him.  "And  to  focus  in  on 
General  Motors,  I  punch  in  its  symbol 
and  instantly  a  page  of  current  quotes, 
stock  options,  news,  and  trends  for 
gm  is  displayed,"  he  says. 

All  of  this  came  in  handy  for  Westby 
this  spring  when  the  Federal  Reserve 
cut  the  discount  rate  again,  and  nu- 
merous brokers  telephoned  to  advise 
that  another  big  market  rally  was 
about  to  begin.  Indeed,  all  the  so- 
called  smart  money  seemed  to  back 
up  this  belief:  There  was  euphoria  in 
the  futures  bids  on  the  s&p  index. 

"But  I  wasn't  sure  about  this  one," 
says  Westby.  "So  I  decided  to  take  a 
closer  look  at  the  bank  stocks,  which  I 
figured  should  also  be  on  the  rise  if 
this  was  a  true  upswing."  But  they 
were  barely  moving.  "So  I  ignored  all 


the  talk  about  a  rally  and  all  day  I 
continued  to  move  in  and  out  of 
undervalued  issues  that  I  like."  A  wise 
move.  The  runup  fizzled,  while 
Westby  cleared  a  small  profit  on  his 
trading  positions. 

For  most  individual  investors,  an 
on-line  quotation  system  is  alluring 
because  it  weans  them  from  depen- 
dence on  brokers  for  buy  and  sell 
decisions.  It  is  a  common  complaint 
that  brokers  don't  have  the  time  or 
the  financial  incentive  to  pay  close- 
attention  to  individual  portfolios. 
And  not  a  few  small  investors  find  that 
their  brokers  aren't  sophisticated 
enough  to  make  creative  decisions 
but  instead  rely  only  on  institutional 
research  reports,  often  based  on  noth- 
ing but  knee-jerk  consensus,  to  make 
recommendations.  And,  of  course, 
the  discount  brokers  don't  offer  even 
this  secondhand  intelligence. 

"I  was  fooled  into  thinking  that 
brokers  knew  more  than  I  did,"  sa\s  .1 


retired  garment  industry  executive 
who  lives  in  Fort  Lee,  N.J.  "Now  I 
know  that  I'm  a  lot  smarter  than  they 
are."  He  recalls  with  a  shiver  the  time 
back  in  the  1960s  when  Memorex 
zoomed  up  to  200.  "We  all  bought  in 
on  the  advice  of  our  brokers,  who  were 
chasing  the  rush  but  had  no  intelligent 
^reasons  for  continuing  to  do  so.  Then 
it  went  down  to  nothing."  Swearing 
that  this  will  never  happen  to  him 
again,  this  investor  pays  $200  a  mondi 
for  data  feeds  delivered  to  his  high  rise. 
He  downloads  numbers  into  home- 
made spreadsheets  and  charts  that  de- 
pict trading  patterns  he  uses  for  his  pet 
technical  analyses. 

Stock  quote  terminals  won't  insu- 
late you  from  losses,  or  even  guarantee 
that  your  long-term  returns  from  the 
market  will  improve.  But  they  can 
facilitate  certain  styles  of  investing. 
Suppose,  for  instance,  that  you  want  to 
limit  your  losses  on  a  particular  stock. 
The  old  way  of  doing  this  is  to  put  in  a 
stop-loss  order  with  your  broker.  That 
is,  you  buy  Costco  Wholesale  at  451/2 
and  direct  that  the  position  be  auto- 
matically liquidated  if  the  stock  ever 
hits  36  or  lower.  The  problem  is  that 
putting  your  trades  on  autopilot,  es- 
pecially in  over-the-counter  stocks, 
leaves  room  for  marketmakers  to  take- 
advantage  of  you.  What  if  Costco 
tumbles  to  near  your  stop- loss  price, 
then  starts  to  recover?  At  a  time  w  hen 
the  marketmakers  are  quoting  the 
stock  at  36  bid  to  363/4  asked,  a  big 
buy  order  comes  in  at  36%.  A  market- 
maker  snatches  your  stock  away  at  36, 
and  you  aren't  even  around  to  reeval- 
uate the  situation. 

A  trading  screen  changes  all  this. 
You  tell  your  computer — not  your 
broker — that  you  want  to  consider 
bailing  out  if  Costco  gets  too  close  to 
36.  A  buzzer  on  your  desk  goes  off 
when  the  stock  gets  near  your  redline. 
At  that  point  you  can  put  in  a  limit 
order:  Sell  my  Costco,  but  only  .it  .1 
price  of  36¥i  or  better.  Or  you  nuv 
choose  to  hang  on  a  little  longer. 

"What  these  systems  do  is  give  you 
a  professional   edge,"   adds   Samuel 
Wyman,  an  investor  who  lives  in  Flor 
ida.  "You  become  the  house,  rather 
than  the  table  player." 

For  traditional  quote  systems  ven 
dors  like  Knight  Ridder,  Telerate  and 
smaller  counterparts     P<   Quote,  Tc 
lemet  America  mm~\  MarketViev*  Soft 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 
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If  you  have  searched  for  finer  and  finer 
premium  cigars  through  the  years,  you  are 
not  alone. 

The  same  quest  has  been  known  to  take 
men  across  oceans  as  well  as  continents  and 
has  moved  certain  connoisseurs  to  purchase 
plantations  all  their  own. 

It  has  also  consumed  the  passions  of  the  men 
of  Macanudo  for  more  than  a  century. 

In  an  age  of  machines,  the  men  of  Macanudo 
have  gone  on  making  their  cigars  step  by  step  by 
hand,  always  with  the  finest  tobaccos,  always 
in  the  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
are  Macanudo  Vintage  Cabinet  Selection  cigars. 

Vintage  years  are  as  rare  for  fine  cigars  as  they 
are  for  fine  wines,  for  only  the  richest  of  harvests 
can  yield  some  tobacco  leaves  whose  qualities 
surpass  the  grades  that  we  demand  for  other 
Macanudo  cigars. 

Our  long,  fine  filler  leaves  are  grown  in  the 
Caribbean.  Our  dark,  supple  binder  leaves  are 
grown  on  the  rich  San  Andres  tobacco  farms  of 
Mexico.  Our  distinctive,  costly  wrapper  leaves  are 
grown  in  the  fertile  Connecticut  Valley.  Yet  even  in 
a  vintage  year,  no  more  than  several  bales  of 
leaves  are  worthy  of  a  Macanudo  Vintage 
Cabinet  Selection. 
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To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-622-3351. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo  Vintage 
Cabinet  Selection 
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Computerized  quote  systems  for  the  serious  investor 


Service 
MoneyCenter 

Vendor 

Knight-Ridder  Financial 

Telephone 
in  state/out 

212-269-1110 
800-433-8430 

Installation 
fee* 

$800t 

Base  cost/ 
month 

$475 

Delivery 
medium 

VSAT, 
telephone  line 

Primary 
markets 

fixed  income, 
commodities,  futures 

News 
sources 

Knight-Ridder,  Nikkei 

MarketView 

MarketView  Software 

312-786-0110 

1250 

400 

VSAT; 
telephone  line 

commodities 

Dow  Jones,  Reuters, 
Knight-Ridder,  Platts 

Tele  met  Orion 

Telemet  America 

703-548-2042 
800-368-2078 

600 

291 

VSAT, 

telephone  line, 
FM  band 

equities,  stock  options, 
futures 

Dow  Jones 

PC  Quote 

PC  Quote 

312-786-5400 
800-225-5657 

750 

395 

VSAT, 
telephone  line 

equities,  options 

Dow  Jones, 
Comtex 

Telerate  Access  Service 

Telerate  Systems 

201-209-3000 

none 

206 

telephone  line 

international  fixed  income, 
foreign  exchange, 
money  markets 

Dow  Jones 

*For  satellite-based  services  the  installation  fee  includes  cost  of  satellite  dish,    tlncludes  an  AT&T  computer. 
These  services  deliver  pricing  data  and  business  news  via  satellite  or  dedicated  lines.  All  run  on  IBM  PCs  or  compatibles. 


ware,  among  others — the  emergence 
of  the  private  investor  as  a  customer 
couldn't  have  come  at  a  better  mo- 
ment. Since  the  market  tumbled  in 
1987,  banks  and  investment  houses 
have  slashed  the  number  of  desktop 
screens  they  use.  Quote  vendors  have 
had  to  scramble,  offering  deep  dis- 
counts and  freebies  to  new  customers, 
just  to  keep  the  number  of  terminals 
they're  hooked  up  to  from  slipping 
badly.  Growth  is  a  thing  of  the  past, 
and  layoffs  have  become  a  way  of  life 
in  this  "messy  marketplace,"  as  Peter 
Kann,  chief  executive  of  Telerate 
owner  Dow  Jones,  calls  it. 

Individual  investors  who  get 
hooked  will  go  to  great  lengths  to 
make  sure  that  they're  wired  wherever 
they  are.  City  National  Bank  of  Flori- 
da Chairman  Leonard  Abess  Jr.,  who 
describes  himself  as  "addicted  to 
Knight-Ridder's  MoneyCenter," 
spends  three  months  out  of  the  year  at 
his  country  home  in  northern  Ver- 
mont. "We're  8  miles  from  the  near- 
est Wall  Street  Journal,  receive  one 
television  station  and  still  use  a  dial 
telephone,"  says  Abess. 

But  he's  got  a  small  satellite  dish — a 
VSAT  (very  small  aperture  terminal) — - 
on  his  roof  pulling  in  the  Knight- 
Ridder  data  feeds,  news  and  analytical 
software  to  monitor  movements  in  his 
bank's  $320  million  portfolio.  "I 
couldn't  do  without  it,"  says  Abess. 
"Otherwise  I'd  be  completely  out  of 


touch."  One  45 -year- old  trader,  who 
asked  that  his  name  not  be  used,  has  a 
house  in  Lake  Tahoe,  Calif,  and  one  in 
Scottsdale,  Ariz.  In  the  winter  he  col- 
lapses his  VSAT,  puts  it  in  the  trunk  of 
his  car,  and  then  reinstalls  it  on  the  roof 
of  his  Arizona  home.  "I  don't  miss 
anything,"  he  says. 

Pricing  arrangements  for  comput- 
erized quotation  services  vary  gready 
from  vendor  to  vendor.  But  generally 
customers  pay  a  one-time  fee  of  $750 
or  so  for  software  and  connecting  to 
the  data  broadcast  network  via  FM 
band,  VSAT  or  telephone  line.  Satellite 
dishes  and  any  other  transmission 
hardware,  when  needed,  are  included 
in  this  price;  in  most  cases,  customers 
have  to  buy  the  PCs  themselves.  Then 
there's  a  flat  monthly  cost,  about 
$300  to  $500,  to  subscribe  to  the 
service  and  license  the  software.  Data, 
news  and  analysis,  however,  are  addi- 
tional. Each  exchange,  be  it  NYSE, 
Chicago  Mercantile,  Nasdaq,  Lon- 
don or  any  of  the  dozens  of  futures, 
bonds  and  foreign  cash  markets, 
charges  something  like  an  extra  $75 
per  month  for  quote  feeds.  News 
sources — Knight-Ridder  and  Tele- 
rate have  in-house  editorial  teams, 
while  others  resell  from  existing  news 
services — cost  an  additional  $100  or 
more.  And  specialized  graphics  or 
charts  run  another  $100  monthly. 

For  those  who  flinch  at  this  menu 
of  sign -up  and  monthly  fees,  there  are 


options.  More  casual  and  conserva- 
tive traders  with  little  portfolio  turn- 
over can  track  their  holdings  from 
time  to  time  by  connecting  their  mo- 
dems to  Knight-Ridder's  Dialog, 
based  in  Palo  Alto,  Calif.,  at  $2  per 
minute.  Telerate  has  an  on-demand 
PC  dial-up  service,  Telerate  Access 
Service,  that  costs  $206  monthly  and 
55  cents  a  minute  on-line. 

Most  of  the  vendors  of  raw  quote 
data  also  sell  enhancements,  such  as 
trading  "analytics."  For  example, 
MarketView  has  software  that  allows 
you  to  graphically  compare  the  prices 
of  commodities  with  the  prices  of  their 
component  parts;  you  would  use  this 
for  an  arbitrage  of  crude  oil  futures 
against  gasoline  and  heating  oil  fu- 
tures. Knight-Ridder's  MoneyCenter 
can  automatically  compare  the  prices 
of  options  on,  say,  s&P  100  futures 
with  the  theoretical  values  based  on 
recent  trading  patterns  and  the  Black- 
Scholes  option  formula.  Another 
MoneyCenter  add-on  will  monitor  the 
spread  in  Treasury  bonds  between  Sep- 
tember's and  December's  prices,  a 
spread  you  would  compare  with  Trea 
sury  bill  rates  for  trading  opportunities. 

All  these  extras  cost  money,  so  if  you 
are  adept  with  computers,  you  will  do 
better  to  buy  raw  data  from  the  quote 
services  and  go  elsewhere  for  software 
to  analyze  it.  You  can  even  get  some  of 
this  software  free,  as  the  preceding  st<  >i\ 
shows.  ■ 
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"As  an  architect,  I  concern 
myself  both  with  details, 
and  how  everything  fits 
together. 

I've  always  known 
about  Schwabs  low  commis- 
sions. But  when  I  learned 
more  about  the  bigger 
picture— everything  they 
offered— I  made  Schwab  my 
primary  broker." 


"I  came  to  Schwab  for  the  big  savings. 
I  stayed  for  the  bigger  picture!' 


"I  admit  it.  Saving  50  or  60%  on 
stock  commissions  got  me  to  start 
trading  at  Schwab.  But  I  was  still . 
paying  out  big  commissions  to  my 
other  broker.  Until  I  realized  that 
everything  I  needed  I  could  get  at 
Schwab  for  less. 

Schwab  has  lots  of  investment 
choices.  c 

I  was  interested  in  mutual 
funds  but  didn't  know  where  to 
turn.  Then  at  the  Schwab  branch, 
I  picked  up  Schwab's  Mutual 
Funds  Performance  Guide™ 
detailing  over  500  funds— free. 

While  at  the  branch,  I  asked 
about  other  investments.  And  I 
found  out  I  could  buy  bonds.  Treasur- 
ies. CDs.  Money  markets.  And  a  lot 
of  other  things  I  never  considered. 

Member  SIPC  ©  1991  Charles  Schwab  and  Co.,  Inc. 


Compare  Schwab's  Low  Commissions 

Shares 
Traded 

Full 
Commission 

Schwab 's 
Commission 

*  Schwab 
Saves  You 

500  at 

$15 

$209 

$101.50 

$107.50  or 

51.4% 

1000  at 
$20 

$424 

$144 

$280  or 
66% 

custodial  account  at 
Schwab. 

So  now  I  handle  all 
of  my  investments  at 
Schwab.  The  savings 
brought  me  there.  But 
the  bigger  picture— the 
investment  choices, 
information,  service— 
that's  what  keeps 
me  there." 

For  more  information 
And  the  service  is  terrific.  and  a  free  account  opening  kit, 

The  Schwab  representative  was     ™sit  y°ur  local  branch,  or  call: 

able  to  answer  all  my  questions, 

helped  me  get  set  up  fast.  And  1-800-257-2222 

even  showed 

me  how  to  save      d^%  fl  £\       fl  % 

= sk  Charles  Schwab 

We  give  you  more  ways  to  succeed. 


'Based  on  a  survey  conducted  by  Charles  Schwab  &  Co.,  Inc.  Jan.  1991. 
Available  upon  request  All  stock  transactions  subject  to  an  overriding 
$39  minimum. 
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If  you  invest  for  yield,  don't  overlook 

the  factor  of  dividend  growth.  That  can  be 

more  important  than  pure  yield. 


Is  it  growing: 


5 


By  Eric  Hardy 

William  Lippman,  who 
manages  the  $48  million 
Franklin  Rising  Divi- 
dend Fund,  is  in  love 
with  Arnold  Industries. 
Why  would  a  dividend-conscious 
fund  favor  this  regional  trucking  com- 
pany, which  pays  only  2%  (a  $1.20 
dividend  on  a  $54  stock  price)?  Be- 
cause the  dividend  has  been  going  up 
for  so  long,  says  Lippman,  who  con- 
siders only  those  stocks  whose 
payouts  have  increased  during  at  least 
eight  of  the  past  ten  years. 

Lippman  focuses  on  growth  of  divi- 
dend payout  rather  than  current  yield 
because  he  feels  a  rising  dividend  indi- 
cates a  company  has  good  earnings 
growth  prospects. 

He's  quite  fussy  on  the  growth 
score.  Lippman  wants  to  see  a  divi- 
dend at  least  double  what  it  was  in 
1981.  Arnold  Industries  certainly 
makes  the  grade  on  that  score:  Its 
dividend  is  up  seventeenfold  from  a 
decade  ago. 

Does  this  approach  make  sense  to 
you?  If  it  does,  we  offer  a  list  of  stocks 
that  qualify.  Once  upon  a  time  you 


could  construct  a  complete  list  of 
candidates  for  a  portfolio  like  Lipp- 
man's  only  by  pawing  through  several 
thousand  pieces  of  paper.  Today,  per- 
sonal computers  make  this  first  step  in 
investing  a  snap.  We  used  an  IBM  PC 
and  a  660 -megabyte  Lotus  One 
Source  cdrom  to  screen  for  dividend 
growers.  Our  database  was  the  Value 
Line  collection  of  1,657  stocks. 

Our  first  screen  identified  484 
stocks  with  ten-year  dividend  growth 
rates  better  than  the  8.5%  of  the  S&P 
500  market  index.  We  narrowed  this 
list  down  to  332  companies  by  using 
the  Institutional  Brokers  Estimate 
System,  also  distributed  by  Lotus  on 
that  CD,  to  eliminate  firms  whose 
1991  earnings  are  expected  to  come 
in  lower  than  1990  earnings.  We  then 
reduced  our  candidate  list  to  88  com- 
panies by  specifying  yields  of  no  less 
than  3.5%.  Finally,  we  dropped  com- 
panies that  pay  out  more  than  75%  of 
their  earnings  in  dividends,  bringing 
the  candidate  roster  down  to  61  com- 
panies. From  this  group  we  made  a 
hands-on  selection  of  ten  shown  in 
the     table,     arbitrarily     eliminating 


banks,  thrifts  and  companies  whose 
capital  spending  plans  might  jeopar- 
dize future  dividend  increases. 

Note  the  limitations  of  the  com- 
puter as  a  stock-screening  device.  It 
can't  make  judgments  or  select 
stocks.  Lippman  uses  an  s&P  database, 
among  others,  but  he  spends  most  of 
his  time  reading  shareholder  and  ana- 
lyst reports.  Nor  can  the  computer 
capture  the  fine  points  of  footnotes  to 
financial  statements.  Every  screen 
turns  up  a  few  seemingly  ideal  bar- 
gains that  evaporate  when  you  look 
into  what  is  behind  the  numbers. 

Of  the  ten  companies  that  filtered 
through  our  screening  process,  John 
H.  Harland  shows  the  best  long-term 
dividend  growth  rate.  Even  so,  the 
Decatur,  Ga.  stationer}'  and  check 
printing  company  pays  out  only  about 
half  its  earnings  in  dividends.  The  rest 
are  plowed  back  into  the  business, 
thereby  increasing  the  firm's  book 
value.  That  in  turn  enables  the  com- 
pany to  keep  up  its  growth  in  cash 
flow,  which  has  trended  up  at  a  20% 
annual  rate  over  the  past  decade, 
while  earnings  have  increased  by 
about  16%  annually. 

American  Business  Products,  a 
Georgia- based  office  supplies  manu- 
facturer, has  among  the  lowest  yields 
of  the  ten  companies  on  the  table, 
3.7%.  By  another  measure,  however, 
this  firm's  dividend  could  be  consid- 
ered the  safest  of  the  lot;  it  pays  out 
only  44  cents  in  dividends  for  each 
dollar  of  earnings.  The  average  divi- 
dend-paying corporation  in  the  Value 
Line  database  pays  out  almost  70 
cents.  M 


Payout  stars 

Company/business 


American  Business  Products/office  supplies 
American  Home  Products/pharmaceuticals 

Amoco/integrated  oil 

Ball/packaging 

Diebold/financial  transaction  equipment 

Oun  &  Bradstreet/publishing 
John  H  Harland/check  printing 
Kmart/discount  stores 
Lance/snack  foods 
Thomas  &  Betts/electrical  equipment 

imate.  "Latest-quarter  dividend  multiplied  by  4. 
Lotus  One  Source. 


Recent 

Latest  12-month 

1991E 

Dividends- 

price 

EPS 

P/E 

EPS 

current* 

yield 

10-year 
growth  rate 

payout 
ratio 

253/s 

$2.01 

12.6 

$2.06 

$0.94 

3.7% 

14% 

44% 

60% 

3.80 

16.0 

4.22 

2.30 

3.8 

10 

58 

50% 

3.84 

13.2 

3.87 

2.20 

4.3 

9 

59 

27% 

1.98 

14.1 

2.28 

1.16 

4.2 

13 

55 

40 

1.85 

21.6 

'2.23 

1.60 

4.0 

16 

63 

461/2 

2.74 

17.0 

2.89 

2.16 

4.6 

17 

62 

23% 

1.54 

15.2 

1.63 

0.86 

3.7 

24 

51 

44 

3.81 

11.5 

4.00 

1.76 

4.0 

11 

45 

22% 

1.40 

16.3 

1.53 

0.88 

3.9 

11 

56 

57V? 

2.77 

20.8 

3.34 

2.24 

3.9 

10 

73 

These  ten  com- 
panies can  com- 
fortably afford 
to  pay  their  current 
dividends.  In  ad- 
dition, their  ten- 
year  annual  divi- 
dend growth  rates 
exceed  the  8.5% 
dividend  growth 
rate  of  the 
S&P  500. 


Sources:  Value  L  me  and  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  Jones  &  Ryan,  via 
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Customer  Service  Respc 


OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 

50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


1 


At  the  Travelers,  Service 
(135  35,000  names. 

That's  the  number  of 
Travelers  employees  dedicated  to 
customer  satisfaction. 

And  that's  the  real  Travelers 
difference. 

One  that  can  be  measured  in 
everything  we  do  for  you. . .  from  24-hour 
toll-  free  hot-lines  to  an  investment  of  $200 
million  dollars — last  year  alone  —  to  provide 
even  better  underwriting  skills  and  manage- 
ment of  your  claims. 

It's  a  difference  you  will  experience  through 
a  network  of  local  offices  and  a  team  of  experts 
assigned  to  your  account— people  whose 
intimate  knowledge  of  your  business  enables 
a  quicker,  smarter  response. 

It's  a  difference  backed  by  $55  billion  in 
assets  and  a  127  year  tradition  of  service. 

Service  The  Travelers  Way. 

The  Travelers  Companies,  Hartford,  Connecticut  06183 

Thelravelersj 

You're  better  off  under  the  Umbrella? 


■  KOUIIMHHlimmill 


Would  you  pay  $5,000  for  an  "original  fax"? 
How  about  $50,000  for  a  string  of  ones  and  zeros 
representing  a  picture?  That's  the  direction 
in  which  computer  art  is  headed. 

'What  am  I 
offered  for  this 
floppy  disk?" 


By  Kathleen  K.  Wiegner  and  Julie  Schlax 


For  most  people  the  buzz  of  a  fax 
could  as  well  mean  a  piece  of  junk  as 
anything  worthwhile,  but  the  friends 
of  British  artist  David  Hockney  actu- 
ally look  forward  to  the  buzz  of  their 
fax  machines  announcing  an  incom- 
ing page.  That's  because  Hockney  has 
taken  to  faxing  art  to  his  friends. 
While  some  of  Hockney's  faxes  are 
black-and-white  prints  of  his  paint- 
ings, other  faxes  were  actually  created 
for  the  fax  machine  itself.  In  some 
cases  Hockney  cuts  up  a  bigger  work 
and  faxes  it  in  pieces  that  can  be 
reassembled.  Hockney  once  faxed  an 
entire  exhibition  to  Sao  Paulo,  Brazil. 

Artists  have  been  using  high-tech 
gear  such  as  computers,  plotters  and 
printers  since  the  1960s.  More  re- 
cently, color  copiers  and  still  video 
cameras  have  attracted  attention  as 
artistic  tools.  In  commercial  art,  high- 
tech  equipment  has  all  but  replaced 
paint  brushes  and  drawing  pens  at 
magazines,  newspapers  and  ad  agen- 
cies, providing  a  thriving  business  for 
companies  that  produce  the  hardware 
and  the  graphics  software. 

But  in  the  fine  arts,  such  media 
present  a  puzzle  for  the  serious  art 
collector.  Just  what  is  an  original  work 
of  art?  If  art  consists  of  a  bit  map — a 
string  of  electronic  ones  and  zeros 
that  tell  a  display  screen  how  to  light 
up — how  can  it  be  worth  anything? 
How  can  it  appreciate  if  it  is  infinitely 
reproducible? 

This  basic  question  hasn't  stopped 
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some  adventuresome  art  buyers  from 
sinking  serious  money  into  digital  art. 
Robert  Hendel,  executive  director  of 
the  New  York  City  law  firm  of  Davis 
Polk  &  Wardwell,  has  been  collecting 
computer  art  since  1983.  Hendel  and 
his  wife  own  60  pieces  ranging  in  price 
from  $1,000  to  $15,000.  "The  issue 
isn't  if  a  computer  is  used,  but  is  it  fine 
art,"  he  says.  Hendel  is,  in  fact,  buy- 
ing more  than  electronic  files.  Most  of 
his  pieces  are  physical  renditions  of 
computer-created  or  computer-as- 
sisted designs;  in  most  cases,  the  artist 


David  Hockney  fax 

"Tennis"  (above) 

and  details  from 

still  video  camera 

"30  Still  Pictures 

of  My  House" 

Just  another  medium? 


himself  has  supervised  the  printing 
and  production  of  the  piece  and 
signed  it.  Hendel  feels  that  he  has 
purchased  items  of  real  intrinsic  value. 
Still,  it's  not  quite  the  same  thing  as  .in 
original  oil  painting. 

Roz  Dimon,  an  artist  in  lower  Man 
hattan,  has  been  producing  artwork 
on  computers  since  1984;  some  of  it 
has  found  its  way  into  the  collections 
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of  AT&T  and  Pfizer,  which  have  paid 
thousands  of  dollars  for  the  pieces. 
"My  paintings  started  to  take  on  a 
pixel-like  look  at  one  point,  and  I 
needed  a  new  medium  to  express 
myself,"  *says  Dimon.  Her  medium: 
an  Amiga  with  peripherals. 

Dimon  has  worked  out  an  interest- 
ing arrangement  with  her  "patron," 
Jonathan  H.  Pardee,  chief  operating 
officer  at  ML  Settlement  Services,  Inc. 
in  Los  Angeles.  For  a  flat  fee,  Pardee 
owns  "electronic  rights"  to  45  of  her 
50  existing  works.  What  does  this 
mean?  Dimon  creates  a  painting  on  a 
video  screen  and  stores  it.  This  data 
file  is  then  used  to  produce  editions  of 
25  Cibachrome  transparencies  or 
prints  of  varying  sizes  of  up  to  5  feet 


by  6  feet.  Pardee  is  guaranteed  one  of 
the  first  five  transparencies  or  prints 
for  each  work.  But  Pardee  doesn't 
have  to  take  possession  of  his  pictures. 
Instead  they  are  stored  on  a  hard  drive 
and  on  a  separate  "proof  disk"  in 
Dimon's  safety  deposit  box. 

If  Pardee  should  decide  he  wants 
one  to  hang  above  his  mantel,  Dimon 
would  take  the  disk  to  one  of  a  small 
number  of  labs  in  the  U.S.  that  have 
innovative  computer  transferral  capa- 
bilities, where  she  would  supervise  the 
process  of  transferring  the  computer 
image  to  a  Cibachrome  transparency 
or  print.  Some  are  mounted  like  tradi- 
tional prints,  but  some  are  displayed 
in  handmade  light  boxes.  Three  years 
ago  Dimon's  work  sold  for  $800  to 


$1,000.  Now  these  same  pieces  sell 
for  $4,000  to  $7,000. 

"Computer  art  is  an  emerging 
growth  stock,"  says  Pardee.  "It's 
young,  risky,  speculative  and  exciting. 
A  lot  won't  stand  the  test  of  time.  But 
some  of  these  emerging  growth 
stocks  will  be  the  next  IBM." 

Only  recently  have  computers  be- 
come cheap  enough  and  the  software 
sophisticated  enough  that  artists  who 
don't  have  access  to  design  studios 
can  use  them  as  a  creative  medium. 
Much  of  the  art  featured  in  Cynthia 
Goodman's  1987  book  Digital  Vi- 
sions: Computers  and  Art  wns  done  on 
heavy  iron,  like  Digital  Equipment 
and  IBM  minicomputers.  David  Em, 
one   of  the  pioneers  in  computer- 
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Barbara  Nessim's  3-D  paired  images  "Inside/Outside:  Separate  Flats" 
For  $6,000  you  get  prints,  slides  and  a  stereo  viewer. 


generated  art,  had  to  do  his  early  work 
at  NASA's  Jet  Propulsion  Laboratory  in 
the  1970s,  where  he  worked  with  the 
scientists  and  engineers  who  were  de- 
veloping programs  to  create  the 
graphic  simulations  of  the  Voyager 
and  Viking  space  journeys.  Now,  says 
Em,  whose  works  sell  from  $5,000  to 
$30,000,  "I  can  buy  a  laptop  more 
powerful  than  what  I  used  to  use." 

More  relevant  to  the  question  of 
the  intrinsic  value  of  computer  art  is 


that  hardware  is  getting  more  power- 
ful at  the  user's  end.  The  day  may  not 
be  far  off  when  the  owner  of  an 
artwork  will  display  it  by  feeding  a 
computer  image  file  into  a  flat  panel 
liquid  crystal  display.  Japanese  com- 
panies like  Sharp  have  recently  made 
enormous  strides  in  developing  such 
color  displays.  Now  William  Gates 
III,  the  billionaire  head  of  PC  software 
giant  Microsoft,  plans  to  equip  his 
new  home  with  high-definition  color 


Roz  Dimon's  "Techno-Romantic"  imagery 
Modern  hieroglyphics. 


television  screens  that  will  display 
paintings.  He  is,  for  the  moment, 
most  interested  in  electronic  repro- 
ductions of  famous  oil  paintings.  If  he 
is  showing  a  van  Gogh,  of  course, 
there  is  still  the  original  in  a  museum, 
worth  millions  of  dollars.  But  what  if 
the  "original"  is  a  floppy  disk  in  a 
vault?  What  is  it  worth? 

This  touchy  question  helps  explain 
why  many  computer  artists  get  inti- 
mately involved  in  the  production  of 
tangible  renditions  of  their  work.  Bar- 
bara Nessim  is  a  classically  trained 
New  York  City  artist  whose  show 
"Random  Access  Memories— An  In- 
teractive Computer  Art  Exhibition" 
just  ended  last  month  at  the  Rempire 
Fine  Arts  &  Gallery  in  New  York  City. 
She  sells  her  computer  work,  created 
on  an  Apple  Macintosh,  for  $5,000  to 
$15,000.  Nessim  works  with  the 
computer's  ability  to  help  her  create 
three-dimensional  images.  In  order  to 
display  her  output,  Nessim  creates 
3-D  stereo  paired  printed  images 
mounted  on  the  wall.  Alongside  these 
framed  artworks  is  a  viewing  device 
that  contains  slides  of  the  paired  im- 
ages on  the  wall  and  makes  them 
come  into  vivid  3-D  focus. 

For  $6,000  Nessim  will  sell  you  a 
set  of  ten  prints,  hand-colored  with 
pastel  and  watercolor,  in  a  handmade 
portfolio,  and  a  set  of  20  slides  (10 
left,  10  right)  and  the  stereo  viewer  in 
a  fancy  leather  pouch.  Nessim  hand- 
colors  her  work  because  the  inks  from 
color  printers  fade  over  time,  she  says. 
Robert  Hendel  has  two  of  her  works. 
One  of  her  pieces  is  in  the  permanent 
art  collection  at  the  National  Gallery 
in  Budapest,  Hungary. 

But  those  who  attended  the  recent 
show  could  walk  away  with  an  "ori- 
ginal" Nessim  free  of  charge.  In  the 
gallery  there  was  a  computer,  laser, 
printer,  paper  cutter  and  a  stapler.  By 
selecting  one  of  18  national  flags  dis- 
played on  the  screen,  a  gallery  goer 
would  get  14  drawings  selected  ran- 
domly from  the  200  drawings  Nessim 
had  created  and  stored  in  the  data 
base.  By  folding  and  stapling  the  8V2- 
by- 11 -inch  sheet  of  paper  printed  on 
the  laser  printer  into  a  small  book,  you 
could  walk  away  with  an  "original" 
numbered  work  of  art. 

Because  of  the  random  selection, 
the  odds  of  two  books  being  alike  are 
48  million  to  1.  In  a  four  week  peri 
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Chevy  Z.71  StepSide 


Goodyear  Wrangler  HT 

keeps  you  in  touch 

with  the  road. 


WE'VE  GONE  TO  THE  ENDS  OF  THE  EARTH 
TO  HELP  YOU  SURVIVE  ATRIP  TO  THE  MARKET. 


Goodyear  Wrangler  radials  are  a  tough,  steel- 
belted  family  of  durable  radials  that  really  get 
around.  On  highway.  And  off. 

And  from  the  Baja  to  Bengal,  Wrangler  per- 
formance has  proven  to  be  a  winner. 

In  fact,  in  rigorous  comparisons  against 
other  makes  of  tires,  Goodyear  Wrangler  radials 
have  been  consistently  chosen  as  original 
equipment  by  top  manufacturers  like  Ford,  Chevrolet,  Jeep 
and  Range  Rover. 

And  true  to  its  family 
heritage,  you'll  find  the 
Goodyear  Wrangler  HT  to 
be  a  tough,  steel-belted, 
all-weather  radial  that  will 
give  you  sure  handling, 
excellent  treadwear  and  a 
smooth,  quiet  ride  on  the 
highway. 

But  no  matter  where  you're  going,  on  highway,  off  highway 
or  merely  off  to  work,  you  can  rest  assured  that  Goodyear 
Wrangler  radials  will  not  only  take  you  there,  they  will 

also  bring  you  back. 

TREAD  LIGHTLY!         please  remember  if 

ON  PUBLIC  AND  PRIVATE  LAND  '  l  ,    bC  ",  .    ,     *» 

you  drive  off-highway, 
tread  lightly.  Stay  on  existing  paths.  Don't  forge 
new  ones.  America  is  a  beautiful  country.  Let's  keep 
it  that  way. 


Jeep  Wrangler  Renegade 

These  vehicles  use  Goodyear 
Wrangler  radials.  You  should,  too. 


Goodyear  wins  the  most 
important  tests  of  all. 


Goodyear  Wrangler  radials  are  the  choice  of 
off-road  racing  legend  Walker  Evans. 


GOOD/ YEAR 


THE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM. 


■  nu.,uiimwiin'jwii.i! 


David  Em's  "Chin  Li,"  1985 

His  latest  works  forsake  the  hard-edged,  science-fiction  look  for  the  softer  feel  of  19th-century  landscapes. 


od,  2,600  were  made. 

"There  has  never  been  a  tool  like 
the  computer  in  history,"  says  Nessim 
enthusiastically.  "Everybody  has  the 
opportunity  to  engage  themselves 
with  this  technology." 

In  the  not-so-distant  future,  digital 
technology  has  the  potential  of  revo- 
lutionizing art  in  the  same  way  mov- 
able type  and  the  printing  press 
changed  forever  the  way  we  think 
about  books.  Before  Gutenberg,  each 
book  was  an  "original,"  painstakingly 
lettered  and  illustrated  by  hand. 
Books  were  collected  by  those  with 
money  and  power — kings,  princes, 
the  church.  Today  books  can  be 
found  in  every  home:  The  only  books 
worth  collecting  have  value  because 
they  are  rare  editions  or  are  signed  by 


a  famous  author.  Unlike  original  art, 
the  notion  of  an  "original"  book 
scarcely  exists  anymore. 

The  art  world  today  is  much  like  the 
book  world  was  in  medieval  times. 
The  art  that  commands  the  highest 
prices — and  thus  can  be  owned  only 
by  the  wealthy — is  original.  A  Hock- 
ney  painting  these  days  can  go  for  as 
much  as  $2.2  million.  That's  because 
it's  a  one-of-a-kind.  Hockney's 
"homemade  prints,"  which  he  cre- 
ates on  a  Canon  color  laser  copier, 
have  been  fetching  from  $7,000  to 
$20,000.  Intrinsic  value?  You  get  a 
Hockney  signature. 

Now  what  is  a  Hockney  fax  worth? 
"The  fax  pieces  are  not  for  sale  and 
were  not  meant  to  be  in  the  market- 
place," says  Elisabeth  Hahn,  assistant 


vice  president  and  acting  head  of  the 
print  department  at  Christie's  on  Park 
Avenue. 

Says  Hockney:  "I  don't  sign  them. 
I  give  them  away.  The  fax  is  by  nature- 
given  away.  I  also  point  out  that  at  the 
other  end  the  recipients  can  make  a 
good  Xerox  copy  [since  fax  ink  lades 
over  time]  and  make  a  hundred 
copies.  There  is  nothing  stopping 
them  from  doing  it." 

But  Hockney  does  not  rule  out  the 
very  real  probability  that  his  faxes, 
which  he  categorizes  as  collages,  are 
being  carefully  tucked  away  just  in 
case  a  market  develops.  Says  Hock 
ney:  "It's  inherently  not  worth  much. 
But  it's  amazing  what  people  will 
do."  It  will  be  m\  authenticator's 
nightmare.  M 
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We  can  help  you 

find  commercial 

and  investment 

properties  that 

are  a  little  more 
down  to  earth. 


m 


* 
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The  sky's  the  limit  at 
the  CENTURY  21®  system. 
Of  course,  if  your  needs 
are  not  quite  so  lofty,  a 
commercial/investment 
professional  will  work  with 
you  to  find  the  property 
that's  just  the  right  size 
and  price. 

This  dedication  to  per- 
sonalized service  has  built 
the  CENTURY  21  network 
into  one  of  the  largest  com- 
mercial/investment real 
estate  sales  organizations. 
CENTURY  21  offices  from 
coast  to  coast  offer  proper- 
ties to  meet  virtually  any 
requirement. 

Many  of  our  clients  have 
become  extremely  success- 
ful with  our  down-to-earth 
investment  strategy.  Call 
1-800-626-3117  or  your 
local  CENTURY  21  office. 


_   j\.  .. 
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Commercial/Investment 
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je  his  wealth,  Phinnias 
Pritchard  lived  in  a  small 
hovel  within  the  bowels 
of  London's  East  End. 
To  call  him  miserly 
would  be  entirely 
too  generous. 
Consider  this  illu- 
minating example: 


i » ■ 

I 


I 


* 


%■ 


I 
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Rather  thai;  spend  a  halfpenny  for  new  candles  like  everyone  else,  Phinnias 
would  make  the  roun         I  >cal  establishments,  scrape  the  tallow  drippings  from  old 
candleholders  into  a  saciv,  and  Inter  melt  the  contents  to  make  new  candles.  On  one  par- 
ticularly productive  evening  h<  collected  six  scrapings  from  a  pub,  four  from  a  butcher's 
shop,  twelve  from  a  church  abbey       rht  from  a  neighborhood  inn,  ten  from  a  local 
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CEREBRAL  AEROBICS  PROGRAM  N'-'5. 


cockfighting  hangar  and  nine  from  a  cobbler's  shop.  Query:  If  it  takes  the  remains  of 
seven  candles  to  make  one  new  candle,  and  if  one  candle  lasts  an  entire  night,  how  many 
full  nights  of  light  was  he  able  to  create  from  this  trip? 

Certainly  it's  hard  to  quarrel  with  Mr.  Pritchard's  motives.  Especially  in  this  era  of 
revered  recycling.  But,  one  could  legitimately  question  whether  he  was  receiving  an  ade- 
quate return  for  all  the  effort  he  expended.  (Though  it  did  yield  in  excess  of  seven  candles.) 

One  could  also  question  what  all  of  this  has  to  do  with  Wyse. 

Believe  it  or  not,  quite  a  bit. 

Because— in  the  interest  of  ergonomic  reform— we  are  conducting  a  sort  of  recy- 
cling effort  of  our  own.  From  May  through  August  we  are  paying  $50  for  any  antiquated 
terminal  traded  in  on  a  new  Wyse  WY-150,  WY- 160,  WY-185  or  WY-370. 


Obviously,  we  don't  actually 
nals.  But  we  will  see  that  the  old  units 
posed  of,  then  recycle  $50  into  your 
effort.  So  if  you  are  still  cursed  with 
nals,  here's  your  chance.  After  all,  ,.-£■ 
terminals  worldwide  in  the  past    •£ 
how  to  build  new  ones, 
we  are  able  to  offer  such 
standard  terminals  with 


THE  WYSE  ERGONOMIC  REFORM  ACT:  $50  REBATE 

on  any  old  terminal  when  purchasing  new  Wyse  WY-150,  WY-160. 

WY-185  or  WY-370  Terminals.  With  advanced  ergonomics, 

highest  refresh  rates,  legendary  reliability. 


recycle  the  parts  into  our  new  termi- 
are  properly  dismantled  and  dis- 
pocket.  A  nice  return  for  very  little 
some  ergonomically  archaic  termi- 
having  shipped  over  three  million 
decade,  we  know  a  little  about 

Which  helps  explain  why 
a  broad  line  of  industry- 
a  combination  of  features 


and  ergonomics  unsurpassed  by  competitive  terminals.  User-comforting  ideas  like  our 
unique  detachable  keyboards  with  light-touch  keys  and  high  tactile  feedback.  Tilt  &  swivel 
monitor  bases  and  higher  refresh  rates  plus  overscan  video  for  flicker-free  images.  All  at 
price/performance  ratios  that  are  controller-comforting. 

Besides  being  the  largest  independent  terminal  company  in  the  world,  today 
Wyse  is  also  recognized  for  its  broad  line  of  PCs  as  well  as  its  multiprocessing  advanced 
systems.  Probably  because  we  provide  the  same  kind  of 
ergonomics,  performance  and  aggressive  pricing  that  has 
made  us  so  strong  in  terminals. 

By  now  the  attentive  reader  has  learned  two  things:  Mr.  Pritchard's  recycling 
program  netted  him  more  than  seven  candles  and  Wyse's  recycling  program  can  net  pur 
chasers  several  hundred  dollars  towards  the  industry's  finest  terminals. 

Don't  stop  now. 


For  more  information  about  Wyse  terminals,  call 
your  local  distributor  or  call  us  at  1-800-GET  WYSE. 
We'll  send  you  our  new  Ergonomics  Handbook  and 
a  poster  of  more  mind-stretching  Cerebral  Aerobics. 
Just  to  help  keep  your  brain  flicker-free 
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Your  tax  shelter  went  bust  and  your  entire  investment 
was  wiped  out.  Guess  what?  You're  going  to  have 
to  pay  the  IRS  a  tax  on  your  "profit." 

Salt  in 
the  wound 


By  Howard  Rudnitsky 

If  you  were  one  of  the 
hundreds  of  thousands 
of  executives,  doctors, 
dentists,  lawyers,  sales- 
men and  other  big  earn- 
ers who  bought  real  estate  tax  shelters 
in  the  1980s,  you  may  soon  find 
yourself  in  this  fix:  The  shelter,  mired 
in  the  real  estate  glut  of  the  1990s, 
can't  cover  its  bank  borrowings  from 
rent.  The  bank  forecloses.  Your  in- 
vestment is  wiped  out. 

And  then,  just  as  you  succeed  in 
putting  the  bitter  memories  behind 
you,  you  get  a  sobering  reminder 
from  vour  accountant.  The  Internal 


Revenue  Service  expects  you  to  pay 
income  tax  on  the  phantom  "profit" 
from  this  disaster. 

Could  it  really  happen?  It  has  al- 
ready, to  about  1 00  unfortunates  who 
put  up  S72,000  each  to  get  in  on  a 
Houston-area  apartment  complex 
partnership  sold  bv  a  local  svndicator 
in  1984.  They  paid  the  S 72, 000  in 
installments,  which,  with  interest, 
added  up  to  588,600. 

They  did  so  in  gleeful  anticipation 
of  a  nice  gain  in  addition  to  some 
helpful  tax  deductions  along  the  way. 
The  promoters  grandly  projected  that 
they  would  be  able  to  sell  the  project 


in  1990,  netting  $115,000  per  part- 
nership unit.  Instead,  last  year  the 
partnership,  unable  to  pay  interest  on 
its  mortgage,  lost  its  entire  equity  in  a 
foreclosure. 

Now  comes  the  nasty  kicker.  The 
way  the  IRS  figures  this  deal,  the  fore- 
closure created  $48,400  of  profit  per 
investment  unit.  Each  investor  is  go- 
ing to  owe  some  $13,500  in  extra  tax. 

How  can  it  happen?  It's  the  boo- 
merang effect  of  tax  shelters.  This 
phenomenon  was  ignored  or  scarcely 
understood  during  the  last  decade's 
shelter  boom,  when  $19  billion  in 
private  syndications  were  unloaded 
on  investors.  Shelters  don't  erase  tax- 
able income;  they  merely  postpone  it. 
If  you  take  a  lot  of  deductions  in  the 
early  years  of  an  investment,  you  have 
to  pay  the  taxes  later.  The  only  ques- 
tion is  when.  Ultimately,  all  you  can 
deduct  from  an  investment  is  the 
amount  of  cash  you  lost. 

Why  do  investors  have  to  pay  taxes 
on  top  of  their  loss?  The  irs  merely 
wants  to  get  back  the  money  it  had 
given  up  from  the  earlier  deduc- 
tions— deductions  that  had  the  effect 
of  reducing  the  taxpayer's  original 
investment. 

Back  to  the  boomerang  effect.  Let 
us  suppose  that  through  loopholes  in 
the  tax  code  you  were  able  to  deduct, 
not  the  S80,000  laid  out,  but 
$130,000.  Then  you  ultimately  have 
to  report  $50,000  of  income.  The 
amount  will  probably  take  the  form  of 
a  capital  gain  offset  by  a  "suspended 
passive  loss"  entry. 

But  underlying  all  these  numbers  is 
a  simple  rule  that  says:  If  $80,000  of 
your  hard-earned  money  went  down 
the  drain,  then  you  can  deduct  a 
cumulative  580,000  from  income.  If 
you  wrote  off  $130,000,  then 
$50,000  of  income  has  to  pop  back 
onto  your  return  to  make  the  net 
deduction  come  out  right.  For  some 
people,  the  $50,000  boomerang  in 
this  situation  would  come  as  a  sur 
prise.  They  thought  when  they 
bought  the  tax  shelter  they  were  beat 
ing  the  tax  collector,  because  they 
could  sell  the  property  someday  at  a 
profit.  In  fact,  they  were  only  putting 
the  taxman  off. 

It's  a  similar  story  with  a  $10  mil 
lion,    150  apartment   deal   bv  Tyler, 
Tex. -based  Shiloh  Partners  in  1980. 
Investors  put  in  $100,000  per  unit. 
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If  only  for  a  moment,  she  defies  gravity 
Her  grace  and  form  are  flawless,  a  tribute  to 
perseverance  and  tenacity 

She  is  one  of  many  amateur  athletes  who  dedicate 
themselves  not  just  to  winning,  for  that  is  a  short-term  g3al. 

But  to  the  challenge 
of  competition  which 
propels  them  to  be 
the  best  they  can  be. 
Today,  tomorrow, 
for  a  lifetime. 

Phillips  Petroleum 
has  been  national 
sponsor  of  United 
States  Diving  since 
1979.  And  will 
continue  to  support 
this  organization  for 
many  years  to  come. 
Because  if  our  youths  can  take  determination  and 
achievement  to  this  altitude,  our  hopes  for  the  future 
are  high  indeed. 

PHILLIPS  PETROLEUM  COMPANY  S 


For  more  information  on  how  you  can  help  these  athletes,  please  write  to:  Executive  Director,  United  States  Diving,  201  South  Capitol  Avenue, 
Suite  430,  Indianapolis,  Indiana  46225. 


TAXES 


The  apartments  were  auctioned  off  at 
a  foreclosure  last  year.  Investors  were 
wiped  out.  But  they  have  $  1 60,000  of 
boomerang  income,  on  which  they 
will  owe  nearly  $50,000  in  federal  tax. 

When  does  the  boomerang  hit  you? 
Usually  this  happens  when  you  sell 
the  partnership  unit  or  the  partner- 
ship sells  its  real  estate.  A  foreclosure 
counts  as  a  sale. 

What  should  you  do  if  your  general 
partner  sends  you  a  letter  recom- 
mending the  sale  of  troubled  proper- 
ties? Find  out  about  phantom  income 
consequences.  Don't  forget  that  the 
general  partner  himself  may  be  in 
financial  hot  water.  He  may  need  to 
raise  capital  and  urge  the  sale  of  a 
property  to  collect  a  3%  to  4%  sales 
commission. 

"In  December  1989  we  convinced 
limited  partners  it  wasn't  in  their  in- 
terest to  allow  VMS  Realty  to  sell  prop- 
erties in  Raleigh  Spring  Forest  Part- 
ners," a  300-unit  complex  in  Raleigh, 
N.C.,  says  Jeb  Brooks,  president  of 
Boston's  Equity  Resources  Group. 
Investors  who  originally  ponied  up 
$85,000  were  offered  $2,500  for 
their  interest  and  faced  tax  conse- 
quences of  over  $15,000.  Brooks' 
firm  is  a  buyer  of  real  estate  syndica- 
tion units.  He  thinks  the  Raleigh 
property'  has  a  good  chance  of  over- 
coming its  soft-rent  problems.  Of 
course,  if  the  situation  worsens,  there 
is  a  risk  the  investors  will  lose  control 
to  a  mortgage  lender. 

Can  it  get  any  worse  than  this?  Yes. 
Consider  the  3,000  investors  in  part- 
nerships promoted  by  Colonial  Realty 
Co.  of  Hartford,  Conn,  in  the  mid  to 
late  1980s.  First,  promoters  and  bro- 
kers took  as  much  as  45%  out  of  some 
deals  in  fees  and  commissions.  Last 
year  the  partnerships  went  bust  amid 
allegations  of  fraud.  On  a  $50,000 
investment,  phantom  taxes  of 
$15,000  will  come  due  when  the 
properties  are  sold.  Finally,  most  of 
the  investors,  who  included  blue-col- 
lar workers,  paid  for  their  units  on  the 
installment  plan.  If  the  investors 
don't  pay  the  remaining  balances  of 
$10,000  to  $20,000,  the  lenders  will 
go  after  them. 

The  irony  is  that  Colonial's  deals 
weren't  even  a  tax  shelter.  They  were 
peddled  as  income -producing.  Be- 
ware of  salespeople  offering  sure 
things.  ■■ 


For  folks  in  high-tax  states  it  sometimes 
makes  sense  to  buy  a  one-state  muni  fund, 
sometimes  not.  Here  are  some  simple  rules 
to  help  you  make  the  decision. 

When 

double-tax-free 
makes  sense 


By  Katarzyna  Wandycz 

They  say  that  the  first 
rule  of  investing  is  diver- 
sification, but  there  is 
one  big  exception  to  this 
rule.  If  you  buy  munici- 
pal bonds,  you  should  consider  buy- 
ing bonds  all  from  one  state — the 
state  you  live  in — rather  than  buying  a 


more  diversified  national  package. 
Sometimes  a  local  portfolio  is  a  wiser 
bet  than  a  more  diversified  one,  some- 
times not. 

More  likely  than  not,  choosing  lo- 
cal bonds  (or  a  fund  that  holds  them) 
will  exempt  you  from  a  state  income 
tax  on  the  interest.  In  the  salesman's 
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"I'm  off  to  check  the  Hong  Kong  plant,  but  the  problems 
are  over.  Chubb's  claims  people  really  delivered. . ." 


No  matter  how  far  and  varied  your  business  operations  may  be,  they're  likely  to  have  one 
thing  in  common:  they  can  all  be  insured  with  Chubb.  It  doesn't  matter  if  you  do  business  in  Seattle, 
Sao  Paulo  or  Singapore -you  can  benefit  from  the  same  high  standards  of  claims  and  loss  control 
services.  Because  just  about  anywhere  you  do  business,  an  international  commercial  i         ^ — -\ 
insurance  policy  from  Chubb  can  protect  you.  ( 

With  Chubb,  you  enjoy  the  same  high  quality  of  insurance  abroad  as  you  do         V  j 

at  home.  See  your  agent  or  broker,  or  call  800-922-0533.  .  ' 

CHUBB 

Chuhh  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse:'  Watch  for  it  on  PBS. 


TAXES 


The  higher  your  state  tax  rate,  the  more  you  want  a  double-tax-free  fund 


State 

Top 

Basis 

tax 

point 

rate1 

savings2 

Alabama 

5.00 

22 

Alaska 

< 

Arizona 

7.00 

31 

Arkansas 

7.00 

31 

California 

9.30 

43 

Colorado 

5.008 

21 

Connecticut 

14.00 

66 

Delaware 

7.70 

35 

D.C. 

9.507 

Florida 

5 

Georgia 

6.00 

25 

Hawaii 

10.00 

41 

Idaho 

8.20 

37 

Illinois 

3.008 

Indiana 

3.407 

Iowa 

9.988 

Kansas 

8.758 

Kentucky 

6.00 

27 

Louisiana 

6.00 

27 

Maine 

8.50 

39 

Maryland 

7.50 

34 

Massachusetts 

12.00 

56 

Michipn 

8.10 

37 

Minnesota 

8.00 

36 

Mississippi 

5.00 

21 

Missouri 

6.00 

27 

Montana 

11.00 

51 

Nebraska 

6.92 

31 

Nevada 

4 

New  Hampshire 

5.00 

22 

New  Jersey 

7.00 

31 

New  Mexico 

8.50 

35 

New  York 

7.70 

35 

NYC/NYS 

11.61 

54 

North  Carolina 

7.00 

31 

North  Dakota 

4.7667 

Ohio 

6.90 

31 

Oklahoma 

7.008 

Oregon 

9.00 

41 

Pennsylvania 

2.10 

9 

Rhode  Island 

9.356 

39 

South  Carolina 

7.00 

31 

South  Dakota 

4 

Tennessee 

6.00 

27 

Texas 

4 

Utah 

7.207 

Vermont 

9.52« 

39 

Virginia 

5.75 

26 

W  Virginia 

6.50 

29 

Washington 

4 

Wisconsin 

6.938 

Wyoming 

4 

Recommended  double-tax-free  fund 

Franklin  Alabama  Tax  Free  Income  Fund 
Franklin  Arizona  Tax  Free  Income  Fund 

Benham  Calif  Tax  Free  Insured 

Voyageur  Colorado  Tax  Free  Fund9 
Premier  State  Municipal  Connecticut 

Franklin  Florida  Tax  Free  Income  Fund 

Flagship  Tax  Exempt  Georgia  Double 
Hawaiian  Tax  Free  Trust 


Assets 
($mil) 

12-month 
total 
return 

3-year 

annualized 

return 

Annual 
expenses 
per  $100 

$57, 

10.2% 

6.6% 

$0.68 

455 

10.2 

7.1 

0.55 

81 

8.2 

4.8 

0.70 

60 
190 

8.3 
11.1 

6.5 
6.9 

1.00 
0.25p 

658 

42 
409 


Flagship  Tax  Exempt  Kentucky  Triple 
Seligman  Tax  Exempt  Louisiana 

Premier  State  Municipal  Maryland 
Fidelity  Mass  Tax  Free  High  Yield 
Fidelity  State  Tax  Free  Michigan  High  Yield 
Fidelity  State  Tax  Free  Minnesota  High  Yield 

Seligman  Tax  Exempt  Missouri 


46 


295 

137 
657 

53 


10.7 

11.0 
9.2 


9.7 


11.0 

10.9 
8.7 

8.5 


7.3 

6.6 
6.1 


7.4 


6.8 

7.0 
8.2 

8.2 


0.53 

0.85p 
0.73 


141 

11.2 

7.8 

0.90 

46 

9.7 

7.0 

0.81 

185 

12.1 

7.0 

0.25p 

773 

12.1 

6.2 

0.55 

301 

10.6 

7.0 

0.64 

182 

11.2 

6.7 

0.76 

0.84 


325 

10.1 

8.0 

0.25 

298 

9.2 

8.5 

0.31 

57 

10.2 

7.5 

0.69 

0.63 

0.65 
0.25 

0.73p 


Vanguard  New  Jersey  Tax  Free  Insured  Long  Term 
Vanguard  New  York  Insured  Tax  Free 
Franklin  North  Carolina  Tax  Free  Income 

Franklin  Ohio  Insured  Tax  Free  Income 

Franklin  Oregon  Tax  Free  Income  Fund 
Vanguard  Pennsylvania  Tax  Free  Insured  L  T 

Seligman  Tax  Exempt  South  Carolina 

Flagship  Tax  Exempt  Tennessee  Double 
Lord  Abbett  Tax  Free  Texas 


Franklin  Virginia  Tax  Free  Income  Fund 
MFS  Managed  M  S  Tax  Exempt  W  Virginia 


'Maximum  marginal  state  income  tax  on  interest  income,  for  1991.  2How  much  incremental  yield  you  would  have  to  get  from  an  out-of-state  fund  to  match  an  in-state  fund  in  aftertax 
return.  Assumptions:  In-state  fund  yields  about  6.5%;  you  are  in  a  34%  federal  tax  bracket  and  the  highest  state  bracket.  3Thirty-day  annualized  yield  of  fund,  as  defined  by  the  SEC. 
'State  does  not  levy  income  tax.  5State  does  not  levy  income  tax  but  taxes  intangible  assets  over  $100,000  at  $1.50  per  $1,000.  'State  tax  is  figured  as  a  percent  of  federal  tax 
liability.  Effective  rate  shown  assumes  you  are  in  a  34%  federal  tax  bracket.  'Interest  from  out-of-state  municipals  is  not  subject  to  state  tax.  'Little  or  no  advantage  to  buying 
double-tax-free  fund  because  interest  on  many  or  most  in-state  munis  is  taxable.  "99%  of  bonds  in  the  fund  are  double-tax-free,  p:  Net  of  partial  absorption  of  expenses  by  fund 
sponsor.    NA:  Not  applicable.  Performance  figures  are  through  4/91 .  Sources:  Forbes;  Nancy  Utterback  of  Kidder,  Peabody. 


92 
35 

10.4 
7.6 

7.3 
NA 

0.90 
0.27p 

93 
67 

10.4 
11.3 

7.1 
6.0 

0.68 
1.22 
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Maximum 

Current 

Average 

load 

yield3 

maturity 
(years) 

4.00% 

6.2% 

23 

4.00 

6.3 

22 

none 

6.5 

21 

3.90 

6.0 

21 

4.50 

6.4 

22 

4.00 

4.20 
4.00 


4.75 


6.5 

5.8 
6.0 


7.6 


25 

23 
18 


4.20 

6.3 

23 

4.75 

5.8 

18 

4.50 

6.6 

30 

none 

6.8 

19 

none 

6.9 

21 

none 

6.6 

21 

18 


none 

6.4 

12 

none 

6.5 
6.9 

14 

4.00 

6.0 

22 

4.00 

6.2 

22 

4.00 

6.0 

23 

none 

6.5 

13 

4.20 
4.75  . 

6.2 
5.8 

24 
24 

4.00 
4.75 

6.2 
6.5 

23 
22 

The  basis  points  advantage  tells  you 
the  most  you  should  give  up  in  yield  to  get 
an  in-state  rather  than  a  national  fund. 


parlance,  such  a  fund  is  double-tax- 
free,  exempt  from  both  federal  and 
state  income  tax.  Will  this  tax  advan- 
tage make  up  for  the  possibly  worse 
return  on  the  local  bonds?  It  pays  to 
do  some  figuring  before  investing. 

At  least  eight  states  increased  taxes 
on  investment  income  last  year.  And  it 
is  going  to  get  worse.  Not  surprising- 
ly, the  number  of  single-state  muni 
bond  funds  is  growing.  There  are  now 
334  of  them,  71  added  since  the 
beginning  of  1990,  according  to  Up- 
per Analytical  Services. 

The  case  for  buying  local  bonds  is 
evident.  If  you  live  in  New  York  City, 
say — an  extreme  case — and  invest 
$100,000  in  7%  tax-free  bonds  from 
another  state,  you  will  have  to  pay 
more  than  $800  in  state  and  city 
income  taxes,  bringing  your  aftertax 
yield  down  to  6.2%.  But  if  you  buy  a 
triple-exempt  7%  bond,  you  get  to 
keep  the  full  7%. 

The  case  against  one-state  invest- 
ing is  more  subtle.  There  are  three 
hazards  in  buying  one -state  bond 
funds.  One  possibility  is  that  so  many 
other  investors  from  your  state  are 
doing  the  same  thing  that  yields  are 
depressed.  California's  general  obli- 
gation bonds,  for  example,  yield 
-about  20  basis  points  (hundredths  of 
a  percentage  point)  less  than  compa- 
rable bonds  from  Illinois. 

Next  risk:  The  operator  of  the  fund 
may  rake  off  a  higher  than  normal 
expense  ratio,  figuring  that  you  will 
be  so  thrilled  to  save  on  taxes  that  you 
won't  object.  Pay  attention  to  these 
costs.  Over  time,  a  high  expense  ratio 
can  cut  deeply  into  your  capital. 

Finally,  there  is  some  investment 
risk  in  concentrating  your  bonds  in 
one  state.  What  if  the  state  or  one  of 
its  big  cities  defaults,  as  did  New  York 
City  and  Cleveland  in  the  1970s?  The 
dilemma  for  investors  is  that  many  of 
the  states  that  are  the  least  palatable 
from  the  standpoint  of  credit  risk 
(New  York  and  Massachusetts,  for 
instance)  are  the  very  ones  with  the 
highest  tax  rates. 

Credit  risk  is  hard  to  quantify,  but 
the  arithmetic  of  tax  savings  is  not. 
Nancy  Utterback,  Kidder,  Peabody's 


vice  president  of  municipal  research, 
has  put  together  a  table  that  does  the 
job.  For  every  state,  she  has  translated 
the  tax  advantage  from  in -state  bonds 
into  basis  points  of  additional  yield. 

Utterback's  calculations  work  off 
an  assumed  6.5%  yield  on  the  available 
in-state  fund.  She  also  assumes  that 
you  are  in  a  34%  federal  tax  bracket, 
which  means,  for  example,  that  a  9% 
state  tax  costs  you  only  6%  or  so  when 
you  get  through  deducting  the  state 
tax  on  your  federal  return.  She  as- 
sumes that  you  are  in  the  highest 
possible  state  tax  bracket — which,  by 
the  way,  is  often  reached  at  a  very  low 
level  of  income. 

Suppose  you  live  in  Minneapolis, 
Minn.  Your  aftertax  advantage  from 
buying  Minnesota  bonds,  the  table 
says,  is  36  basis  points.  Thus,  you 
would  probably  be  better  off  in,  say, 
Fidelity  State  Tax  Free  Minnesota 
High  Yield  (recent  yield,  6.60%)  than 
in  Fidelity's  multistate  high  yield  fund 
(6.64%). 

What  if  you  live  in  Boston?  So  shaky 
are  Massachusetts'  finances  that  the 
typical  Massachusetts-only  fund 
yields  a  little  more  than  the  typical 
multistate  fund.  Here  you  have  to 
wrestie  with  both  your  state's  tax  rates 
and  its  credit  standing.  You  may  de- 
cide that  it  is  better  to  give  up  a  bit  of 
aftertax  yield  in  exchange  for  some 
diversification.  Then  you  can  still  get  a 
good  night's  sleep  when  your  gover- 
nor buckles  under  to  outrageous  de- 
mands from  the  local  unions. 

Note  that  the  in-state/out-of-state 
distinction  is  largely  irrelevant  for  res- 
idents of  the  District  of  Columbia  and 
15  states.  The  District  and  all  these 
states  have  no  income  tax,  or  exempt 
both  out-of-state  and  in-state  munis, 
or  tax  both  out-of-state  and  most  in- 
state ones. 

For  those  who  do  vant  to  buy  one- 
state  funds,  Forbes  has  added  the 
name  of  one  double-tax-free  fund  we 
recommend  in  26  states.  These 
choices  were  made  by  comparing  the 
available  products,  giving  equal 
weight  to  recent  performance  and 
efficiency.  By  efficiency  we  mean 
keeping  costs  low:  The  annual  ex- 
pense overhead  should  be  low,  the 
sales  commission  small  to  nonexis- 
tent. For  the  larger  states  there  are 
many  other  funds  available,  including 
some  excellent  runners-up.  Hi 
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Some  salespeople  would  have  you  believe  that  life 
insurance  is  a  magic  potion  that  eliminates  estate  taxes. 
It's  not,  so  think  twice,  no,  three  times,  before  loading 
upon  it  for  that  purpose. 

Life  insurance 
can't  do  miracles 


By  Leslie  Spencer 

"I  AM  GOING  TO  go  po^f- 

poof  and  make 
$500,000  into  $5  mil- 
lion." At  a  recent  semi- 
nar at  New  York's  Plaza 
Hotel,  insurance  salesman  Barry  Kaye 
was  instructing  a  crowd  of  the  well- 
heeled  on  how  a  life  insurance  policy 
can  cut  the  estate  tax  on  a  $10  million 
estate  by  90%.  Thus  $9  of  the  $  1 0  that 
would  otherwise  go  to  the  IRS  goes, 
legally,  to  your  heirs  instead. 

Los  Angeles-based  Kaye,  63,  is  the 
most  visible  broker  of  the  life  insur- 
ance industry's  hot  new  product — 
survivorship  whole  life  insurance. 
Thousands  of  agents  are  out  selling 
what  he's  selling.  Sales  of  the  product 
have  tripled  since  1989.  While  Kaye  is 
interested  only  in  multimillionaires, 
legions  of  other  agents  are  persuading 
even  people  of  modest  means  to  buy 
their  product  as  a  means  of  leaving  the 
family  home  or  business  to  their  heirs 
without  having  federal  estate  taxes 
take  a  big  cut. 

Survivorship — sometimes  called 
second-to-die  insurance — is  written 
on  two  lives,  usually  a  married  cou- 
ple's, and  nothing  is  paid  out  until  the 
second  death.  Survivorship  policies 
got  a  big  boost  with  the  1981  tax  act, 
which  created  the  unlimited  marital 
deduction  for  estate  tax  returns. 

From  that  time  on,  a  husband  or 
wife  could  leave  his  or  her  estate  to  a 
spouse  without  paying  a  penny  in 
estate  taxes.  But  when  the  second 
partner  dies,  the  tax  collector  gets  his 
pound  of  flesh — with  a  vengeance. 
Estate  tax  rates  range  up  to  60%;  this 
on  money  that  was  often  heavily  taxed 


while  the  owners  were  accumulating 
it.  What  does  a  survivorship  policy  do 
to  alleviate  this?  It  provides  cash  to  the 
heirs  to  pay  the  tax  so  that  they  can 
inherit  the  estate  intact.  Insurance 
proceeds  are,  if  the  policies  are  drafted 
properly,  exempt  from  estate  tax 
themselves. 

As  for  the  cost,  premiums  on  sec- 
ond-to-die policies  can  be  significant- 
ly less  than  premiums  on  a  similiar 
policy  designed  for  a  single  person. 
Why?  Because  the  risk  is  spread  over 
two  lives.  Take  this  example:  Say  there 
is  a  1  in  10  chance  you  will  die  within 
the  next  ten  years,  and  a  1  in  10 
chance  your  spouse  will  die  in  ten 
years.  Barring  a  common  accident, 
the  chance  that  you  will  both  die  in  the 
next  ten  years  is  something  like  1  in 
100.  So  there  is  only  a  1  in  100  chance 
that  the  insurance  company  will  have 
to  pay  off  that  soon.  That  translates 
into  a  lower  premium. 

But  is  the  tax  loophole  as  good  as  it 
seems?  The  answer  is  yes  and  no.  Yes, 
certain  families  can  get  a  lot  of  mileage 
out  of  giant  insurance  policies.  But 
no,  there  is  no  loophole,  no  true 
estate  tax  giveaway  for  insurance.  And 
a  lot  of  folks  with  no  more  than  a 
million  or  two  to  leave  behind  stand 
to  gain  little  from  buying  a  lot  of  life 
insurance  for  estate  protection. 

Christopher  T.  Carlson,  a  trust  and 
estate  lawyer  in  Wellesley,  Mass.,  is  a 
moderate  bull  on  survivorship  insur- 
ance. "It's  a  nifty  product  in  the  right 
situation — say,  for  the  guy  who  has  a 
closely  held  business  or  a  lot  of  real 
estate,"  he  says.  "These  are  assets  that 
appreciate  and  generate  a  lot  of  estate 


tax,  but  they're  not  liquid."  The  in- 
surance proceeds,  of  course,  provide 
the  liquid  cash  needed  to  pay  the  tax, 
leaving  the  property  itself  intact  in  the 
hands  of  the  heirs.  No  need  for  dis- 
tress sales  in  unfriendly  markets. 

The  typical  estate -planning  policy 
is  one  that  builds  a  cash  value,  so- 
called  whole  or  permanent  life  insur- 
ance. You  don't  want  to  own  the 
policy  yourself,  because  the  proceeds 
would  be  included  in  your  taxable 
estate.  To  get  the  tax  break  you  must 
have  the  policy  taken  out  by  an  irrevo- 
cable trust  for  the  benefit  of  your  heirs 
or  by  your  heirs  directly.  That  way, 
they  or  the  trust  owns  the  policy  and  it 
isn't  part  of  your  estate.  Better  be 
healthy,  though:  If  you  have  a  trust  or 
your  heirs  take  out  the  policy  and  then 
you  die  within  three  years,  the  pro- 
ceeds get  swept  back  into  your  taxable 
estate. 

Is  this  some  kind  of  giveaway  to  the 
rich?  Not  at  all.  Remember,  for  this  to 
work  as  a  scheme  for  transferring 
wealth  from  your  generation  to  the 
next,  you  must  pay  the  premiums  on 
the  policy,  while  the  next  generation 
owns  the  policy.  Here's  the  catch: 
Whenever  you  pay  a  premium,  you  are 
making  a  potentially  taxable  gift  to 
your  heirs.  In  short,  the  tax  collector 
will  get  you  at  one  end  or  the  other. 
Either  you  pay  gift  taxes  on  the  premi- 
ums or  forget  the  whole  thing  and  let 
your  estate  pay  the  estate  tax. 

Actuarial  computations  are  exceed- 
ingly messy,  something  that  insurance 
companies  bank  on;  it's  very  hard  for 
you  to  know  what's  happening  when 
the  salesman  says  "poof!"  But  here's  a 
streamlined  example  that  captures  the 
essence  of  what  could  happen. 

Let's  say  you  and  your  spouse  are 
both  in  your  late  60s  and  your  joint 
life  expectancy  is  20  years.  You  buy  a 
$4  million  whole  life  policy  with  a 
level  premium  of  $100,000  a  year.  In 
20  years,  after  you  have  chipped  in  $2 
million,  the  second  of  you  dies  and 
the  children  collect  $4  million,  tax 
free.  But  all  along  you've  had  to  de- 
clare that  $100,000  a  year  on  a  gift- 
tax  return. 

Where's  the  giveaway?  You  could 
have  achieved  this  same  transfer  of 
wealth  without  insurance.  You  could 
have  just  given  $100,000  a  year  to 
your  children.  They  could  have  in 
vested  the  money  in  tax-free  bonds.  If 
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the  bonds  paid  as  much  as  the  implicit 
return  built  into  the  insurance  policy 
(something  close  to  6x/2%  in  our  hypo- 
thetical example),  the  $2  million  of 
gifts  would  have  compounded  into 
the  same  $4  million.  The  transfers 
would  have  been  subject  to  the  same 
gift  tax  along  the  way.  And  either  way, 
the  heirs  have  $4  million  at  the  end, 
free  and  clear  of  tax. 

The  really  important  point  here  is 
this:  With  or  without  insurance,  gifts 
make  tax  sense,  for  three  reasons.  One 
is  that  you  (and  your  spouse)  can  each 
give  away  $10,000  a  year  to  each 
recipient,  free  of  gift  tax.  Start  now 
with  a  dozen  children  and  grandchil- 
dren and  you  can  transfer  a  lot  of 
wealth  before  you  die. 
Next,  for  amounts  beyond 
this  $10,000  freebie,  there 
is  a  lifetime  credit  equiva- 
lent to  a  $600,000  exemp- 
tion from  the  gift/estate 
tax.  That  $600,000  will  go 
a  lot  further  now  in  a  gift 
than  it  will  in  a  bequest  20 
years  hence — the  gift,  after 
all,  can  be  of  property  that  is 
likely  to  appreciate  over  the 
years.  Finally,  contrary  to 
bald-faced  declarations  in 
government  tax  publica- 
tions, the  gift  tax  rate  is  not 
the  same  as  the  estate  tax 
rate.  It's  lower.* 

Insurance  deals  get  a  lot 
of  oomph  from  tax  advan- 
tages to  gifts — the  payment 
of  the  insurance  premiums,  for  exam- 
ple, is  arranged  to  put  the  $10,000 
exclusion  to  use.  But  the  same  advan- 
tages go  to  other  gifts.  You  could  give 
away  shares  in  a  family  business,  or 
acres  of  Iowa  farmland  or  your  house 
(see  story,  p.  204). 

Of  course,  if  neither  you  nor  your 
spouse  lives  out  your  actuarial  life 
span,  the  Insurance  will  really  pay  off 
for  your  heirs,  because  they  will  col- 
lect before  you  have  paid  all  the 
planned  premiums;  for  that  reason 


*Say  you  are  in  the  55%  gift/estate  tax  bracket 
and  have  $1  million  to  split  between  the  IRS  and 
your  heirs.  Make  a  bequest  and  the  IRS  gets 
$550,000,  the  heirs  $450,000.  Make  a  gift  and 
your  heirs  get  $645,000.  The  IRS  gets  only 
$355,000— calculated  as  55%  of  the  money 
going  to  the  recipients. 


alone  life  insurance  should  be  consid- 
ered in  any  planning  involving  a  large 
estate.  But  with  any  estate  worth  un- 
der a  couple  of  million  dollars  the 
benefits  are  dubious. 

So  much  for  the  tax  "savings." 
There  is  one  tax  benefit  peculiar  to 
insurance,  but  its  importance  is  often 
exaggerated.  It  is  that  you  are  not 
taxed  on  the  earnings  of  the  cash  value 
as  it  builds  up.  This  is  why  rich  people 
tend  to  buy  whole  life  rather  than 
cheaper  term  insurance,  which  is  pure 
death  protection  without  any  earn- 
ings accumulation.  Inside  buildup  is  a 
nice  break,  but  it  comes  with  a  cost. 
Commissions  and  other  marketing 
costs  (which  can  top  125%  of  the  first 


year's  premium),  overhead,  federal 
taxes  on  insurance  company  invest- 
ment income  and  state  taxes  on  pre- 
miums all  bite  into  the  investment 
return  from  insurance.  Depending  on 
how  good  a  deal  you  strike,  you  could 
wind  up  with  a  return  on  your  money 
not  much  better  than  the  6Vz%  you 
could  get  on  a  municipal  bond  fund. 

Are  we  then  advising  that  you  for- 
get about  life  insurance  for  estate  and 
tax  purposes?  Not  at  all.  It  can  be  very 
useful,  for  instance,  in  protecting  an 
illiquid  estate  from  uncertainties  over 
the  timing  of  estate  taxes  and  the 
possibility  of  a  forced  sale.  (Imagine 
the  heirs  to  a  real  estate  fortune  trying 
to  sell  property  to  raise  money  for 
taxes  in  this  depressed  market.) 

Life  insurance  also  comes  in  handy 
if  you  want  to  pass  along  a  family 
business  to  some  of  your  offspring 


without  disinheriting  the  others:  It 
could  provide  the  cash  for  the  ones  in 
the  business  to  buy  out  the  outside 
siblings.  Yet  another  application  in- 
volves taking  advantage  of  a  loophole 
relating  to  charitable  remainder  trusts 
(Forbes,  Nov.  26,  1990).  With  such  a 
trust  you  can  get  cash  out  of  appreci- 
ated, non-income-producing  proper- 
ty without  paying  capital  gain  taxes. 
Drawback:  The  property  goes  to  a 
charity  when  you  die.  An  insurance 
policy  gives  the  heirs  cash  to  make  up 
for  this  lost  asset. 

But  useful  as  it  can  be,  life  insurance 
isn't  a  panacea  or  a  giveaway.  When 
looking  into  these  insurance  prod- 
ucts, heed  the  following  warnings. 

First,  no  one  with  an  es- 
~"  tate  worth  less  than 
$600,000  (or  a  couple  with 
less  than  $1.2  million)  has 
any  need  to  consider  life 
insurance  for  tax  purposes. 
Bypass  trusts  put  to  full 
use  each  of  the  parent's 
$600,000  lifetime  gift/es- 
tate tax  exemption. 

Second,  don't  trust  the 
future  cash  values  or  premi- 
um levels  projected  by  the 
insurance  company,  called 
"illustrations."  These  are 
sales  tools  for  agents,  noth- 
ing more.  They  can  be 
based  on  totally  unrealistic 
assumptions  about  what 
the  company  will  experi- 
ence in  the  future  in  mor- 
tality rates,  expenses  and  investment 
returns.  You  may  well  have  to  pay  a  lot 
more  than  the  company's  projections 
indicate  if  you  want  to  keep  the  policy 
in  force.  People  who  based  their  ex- 
pectations on  the  high  returns  prom- 
ised by  Executive  Life,  for  example, 
have  had  to  revise  those  expectations 
sharply  downward. 

Where  do  you  get  unbiased  infor- 
mation on  expected  returns?  A  more 
telling  measure  is  a  company's  histori- 
cal performance  on  similar  policies. 
This  information  is  published  by 
A.M.  Best  and  available  from  your 
agent  if  you  are  insistent.  Unfortu- 
nately, these  performance  histories 
aren't  foolproof,  either,  since  the  in- 
surance company  can  change  the 
terms  of  the  policies  in  subtle  ways. 
But  they  are  still  better  than  pie-in- 
the-sky  illustrations. 
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Third,  beware  of  complicated  con- 
tracts with  "term  riders,"  in  which 
dividends  build  up  and  are  meant  to 
cover  the  cost  of  converting  term 
insurance  into  whole  life.  Again,  un- 
realistic dividend  projections  may 
leave  you  inadequately  covered  ten 
years  into  the  contract. 

Fourth,  think  about  inflation.  If 
your  heirs  would  owe  $2  million  of 
estate  tax  today,  they  might  owe  as 
much  as  $4  million  ifyou  die  in  2016. 
Your  old  $2  million  policy  would  no 
longer  protect  against  a  forced  liqui- 
dation of  assets.  Remember,  too:  The 
trend  in  tax  rates  these  days  is  up,  and 
lots  of  congressmen  find  that  soaking 
the  affluent  makes  for  good  newspa- 
per copy. 

So  expect  no  miracles,  but  under- 
stand the  potential  benefits.  Once  you 
conclude  that  life  insurance  should  be 
part  of  your  estate  plan,  try  to  get  a 
major  company's  policy  more  cheap- 
ly. Peter  Katt,  a  fee -for- service  life 
insurance  adviser  based  in  West 
Bloomfield,  Mich.,  says  you  can  re- 
duce policy  loads  by  buying  from  one 
of  the  many  underwriters  that  allow 
an  agent  to  take  a  lower  commission, 
or  by  traveling  to  Florida  or  Califor- 
nia, where  it  is  legal  to  negotiate  a 
commission  rebate. 

The  ideal,  of  course,  would  be  a 
second-to-die  policy  that  starts  out 
with  a  low  distribution  cost  (a  "low- 
load"  policy),  so  that  you  don't  have 
to  haggle  with  the  agent.  Unfortu- 
nately, low-load  survivorship  policies 
are  hard  to  find.  But  ifyou  are  shop- 
ping for  a  single-life  policy  to  help 
your  heirs  pay  taxes,  ample  choice 
exists. 

Low-load  insurance  is  recom- 
mended by  advisers  like  Katt  and  New 
York  City- based  Glenn  Daily,  whose 
recent  book  The  Individual  Investor's 
Guide  to  Low-Load  Insurance  Prod- 
ucts \s  a  handy  guide.  People  like  this 
make  their  living  off  hourly  rates  for 
their  advice  rather  than  from  sales 
commissions.  The  Life  Insurance  Ad- 
visors Association  (800-521-4578) 
will  provide  more  information  on 
low-load  options. 

Life  insurance  is  far  from  obsolete. 
Every  person  who  has  substantial  as- 
sets or  large  responsibilities  should 
consider  it.  But  don't  fall  for  a  magic 
formula.  Know  what  you  are  buy- 
ing— and  exactly  why.  H 


Trusts  are  not  just  for  the  very  rich,  but  the  trick 
for  most  of  us  is  picking  the  right  trustee. 

In  whom 

< 

we  trust 


By  Laura  Saunders 


Picture  an  old-line 
trust  company,  one  of 
those  institutions,  often 
in  the  Northeast,  that 
look  like  banks  but  han- 
dle only  trust  accounts.  What  goes 
on  inside?  Sandra  Ciullo,  a  lawyer 
now  with  cpas  Grant  Thornton, 
used  to  work  at  a  Boston  trust  com- 
pany. She  says  her  job  included  "dis- 
cussing, at  length,  whether  Muffy 
should  go  to  a  summer  camp  that 
cost  $4,000  or  one  that  cost 
$10,000,  where  she  could  take  her 
own  horse.  We  picked  the  one  for 
$10,000  because  that's  what  the 
family  would  have  wanted." 

That  story  fits  the  classic  image  of 
trusts:  horses,  old  money,  pampered 
children.  But  today's  reality  is  that 
rather  ordinary  folks  set  up  trusts.  If 
your  estate  is  likely  to  be  more  than 
$600,000,  you  ought  to  be  thinking 
about  trusts.  Many  people  who  have 
never  seen  the  inside  of  a  riding  acade- 
my fit  this  category.  A  house  plus  a 
corporate  thrift  plan  could  easily  yield 
an  estate  subject  to  a  great  deal  of 
estate  tax. 


What,  precisely,  do  trusts  accom- 
plish? Two  things:  tax  savings  and 
control.  Taxes  are  simple;  the  savings 
outweigh  the  cost  of  the  trust.  Trusts 
typically  cost  at  least  several  hundred 
dollars  in  legal  fees  to  set  up  and  as 
much  or  more  to  administer  every 
year  after  your  death. 

But  they  can  pay  for  themselves. 
Any  couple  with  combined  assets  over 
$1 .2  million,  for  example,  will  pay  an 
extra  $200,000  to  Uncle  Sam  in  es- 
tate taxes  unless  they  set  up  a  credit 
shelter  (or  bypass)  trust.  So-called 
generation-skipping  trusts  can  shelter 
up  to  $1  million  per  grantor,  by  side- 
stepping estate  taxes  imposed  at  mar- 
ginal rates  up  to  60%. 

The  control  motive  involves  pro- 
tecting your  heirs  from  themselves. 
Or,  as  New  York  trust  lawyer  Edward 
Schlesinger  puts  it,  shielding  them 
from  "inability,  disability,  creditors 
and  predators."  Hazards  for  heirs 
with  money  and  too  much  freedom  to 
spend  it  include  immaturity,  illness, 
bankruptcy  claims  and  scheming  sec- 
ond spouses.  Here  you  trade  the  cost 
of  the  trust  for  peace  of  mind. 

Either  way,  trusts  need  trustees. 
"The  first  thing  I  tell  clients  is  to  pick 
the  trustee  carefully,"  says  Seattle- 
lawyer  Malcolm  Moore,  a  past  presi- 
dent of  the  American  College  of  Trust 
&  Estate  Counsel.  "I  can  write  a  great 
trust,  but  it  doesn't  mean  much  with- 
out a  good  trustee." 

What  is  the  wrong  trustee?  For 
7,000  heirs  invested  in  a  common 
trust  fund  during  the  Seventies  in 
Atlanta,  it  was  Citizens  &  Southern 
Bank.  CfcS  put  their  money  in  such 
terrible  investments — mostly  Atlanta 
real  estate — that  the  fund  actually  lost 
a  large  chunk  of  its  capital. 
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When  ROLM  sent  John  Axselle 
back  to  school,  he  asked  questions  that  got 

a  whole  campus  talking. 


When  ROLM8 sales  rep  John  Axselle  arrived  atVirginiaTech, 
he  knew  he  was  in  for  a  lot  of  homework. 

His  assignment?  To  design  an  integrated  voice  and  data 
system  linking  three  facilities:  the  library,  the  mainframe 
computer  center  and  a  campus-wide  system  of  PCs. 

As  could  be  expected  of  one  of  America's  leading  re- 
search institutions,  the  solution  began  with  questions.  John 
asked  a  lot  of  them,  and,  in  conjunction  withVirginiaTech's 
Communications  Resources  Department,  was  able  to 
uncover  the  telecommunications  needs  of  the 


university's  entire  28,000  member  academic  community. 

From  the  multitude  of  questions  came  a  singular 
answer.  The  ROLM  9751,  which  integrated  three  separate 
entities  into  one  powerful  learning  tool. 

Soon,  students  were  able  to  access  library  research 
materials  from  personal  computers  in  their  dorm  rooms. 
Professors  and  students  alike  were  conducting  electronic 
bull  sessions  with  their  counterparts  around  campus  and 
around  the  world.  And  one  day,  students  will  be  able  to  take  a 
morning  class  at  the  Sorbonne  and  attend  an  afternoon  lec- 
ture at  Oxford.  All  without  leaving  campus.  And  all  thanks 
to  the  ROLM  9751. 

Could  John  Axselle  have  sold  a  system  without  all  of  his 
questions?  Probably.  It's  done  every  day.  Could  he  have  helped 
design  a  system  specifically  matched  to  the  campus-wide 
needs  of  Virginia  Tech?  Definitely  not.  And  that's  a  lesson 
that  shouldn't  be  lost  on  you  the  next  time  you're  considering 
a  telecommunications  company. 

For  more  information,  call  ROLM  at  1-800-624-8999 


ext.  235,  or  your  authorized  ROLM  Business  Partner. 

An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 


®  ROLM  is  a  regnlered  trademark  of  ROLM  Systems.  ©  /990  ROl-M  Company 
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at  least  these  unfortunates  were 
able  to  sue  and  get  a  $26  million 
settlement  in  1987.  Not  so  a  lady 
known  by  Milton  Schultz,  a  tax  expert 
at  KPMG  Peat  Marwick  in  Houston. 
The  value  of  her  modest  (about 
$100,000)  trust  was  nearly  halved  in 
six  months  under  the  "care"  of  an 
inattentive  trustee.  Yet  she  had  no 
grounds  for  a  suit  because  in  this  case 
there  was  no  outright  fraud  or  gross 
negligence. 

Choosing  a  trustee  is  about  to  get 
even  more  complex,  because  firms  are 
jumping  into  this  expanding  market. 
Brokers  Shearson  Lehman,  Merrill 
Lynch,  Smith  Barney  and  Dean  Wit- 
ter are  all  setting  up  or  expanding 
trust  services,  as  are  a  host  of  regional 
banks.  "Nobody  got  into  the  trust 
business  for  about  15  years,"  says  Ken 
Coker,  a  trust  consultant  in  Atlanta, 
"but  now  everybody  is." 

Which  means  both  opportunity 
and  confusion  for  consumers.  While 
there  is  no  sure-fire  way  to  pick 
the  right  trustee,  you  can  avoid  com- 
mon mistakes.  Here  are  points  to 
consider. 

First,  know  why  you  are  setting  up  a 
trust.  Trusts  are  legal  beings,  and  if 
you  create  one,  you  are  putting  assets 
into  an  entity  governed  by  state  law. 
Trusts  are  managed  by  trustees,  who 
invest  and  pay  out  the  assets  on  behalf 
of  beneficiaries  according  to  the  terms 
of  the  trust,  the  law  and  their  own 
discretion. 

Trustees  are  generally  divided  into 
two  different  groups.  They  are  either 
corporate  trustees — such  as  a  bank, 
trust  company  or  law  firm — or  indi- 
vidual trustees. 

Each  has  pros  and  cons.  An  individ- 
ual trustee,  such  as  a  family  member, 
friend  or  trusted  lawyer,  may  have  a 
good  feel  for  what  you  would  want, 
and  might  try  to  minimize  or  waive 
fees.  They  can  also  be  flexible.  Detroit 
lawyer  and  trust  expert  Frederick 
Keydel  knows  a  trust  that  required  the 
assets  to  be  invested  in  government 
bonds  at  a  time  when  stocks  made  far 
more  sense.  Since  the  trustee  was  the 
father  of  the  heirs,  he  simply  invested 
in  stocks.  "His  sons  were  not  going  to 
sue  him,"  says  Keydel,  "but  a  corpo- 
rate trustee  could  never  have  done 
that." 

On  the  other  hand,  corporate  trust- 
ees do  not  get  Alzheimer's  disease. 


They  aren't  managing  trusts  in  their 
spare  time.  They  may — may — have 
access  to  good  investment  and  tax 
advice,  record-keeping  services  and  so 
on.  Experts  agree  that  mismanage- 
ment and  fraud  are  far  more  common 
with  individual  than  with  corporate 
trustees. 

But  corporate  trustees  can  also  be 
bureaucratic  and  expensive.  Some 
bank  trust  departments  are  dumping 
grounds  for  deadbeat  or  greenhorn 
employees.  Or  turnover  may  be  high 
and  resources  pinched. 

Quality  varies  enormously.  A  small 
town  bank  trust  department  might  be 
good  at  administering  trusts  tied  into 
the  local  economy,  say  farming.  But 
lawyer  Schlesinger  walked  out  of  a 
Tennessee  bank  when,  in  the  process 
of  setting  up  a  trust  for  a  client,  he 
realized  that  the  bank  president — 
who  supervised  the  single  trust  offi- 
cer— didn't  understand  the  marital 
deduction  in  the  estate  tax  law.  That's 
like  not  knowing  you  can  deduct 
mortgage  interest  on  your  income  tax 
return. 

If  you  are  thinking  of  using  a  corpo- 
rate trustee,  pay  a  visit.  "Go  to  the 
department,  walk  down  the  row  of 
desks,  meet  some  trustees,  ask  about 
investment  philosophy  and  get  a  feel 
for  the  place.  I  would  take  the  heirs  as 
well,"  says  Chicago  lawyer  James 
Trapp  of  McDermott,  Will  &  Emery. 

Here's  a  good  test  question,  says 
consultant  Coker:  "How  would  you 
handle  a  discretionary  payout  for  my 
daughter's  wedding?"  This  is  not  a 
strict  necessity,  like  college  tuition  or 
a  medical  bill.  At  what  level  would  the 
decision  be  made?  How  many  people 
would  be  involved  and  how  long 
would  it  take?  How  would  the  fami- 
ly's wishes  be  considered? 

It's  also  possible  to  have  one  or 
more  individual  and  corporate  trust- 
ees— say  the  former  to  make  overall 
decisions,  and  the  latter  to  make  in- 
vestments and  keep  records.  But 
don't  overload  the  trust.  Grant 
Thornton's  Ciullo  remembers  one 
with  eight  trustees:  four  sons,  squared 
off  against  their  mother  and  her  three 
advisers.  "They  were  always  fighting, 
and  lots  of  money  went  to  fees,"  she 
says.  And  do  keep  relations  among 
your  heirs  in  mind.  "Having  one  sib- 
ling be  the  trustee  of  another  is  a 
ticket  to  a  disaster,"  insists  Trapp,  an 


opinion  shared  by  several  experts. 

Among  the  vital  issues  to  address: 
removal  and  succession.  What  will 
happen  if  a  trustee  dies  or  resigns,  or  if 
heirs  move  across  the  country?  Also 
consider  giving  someone  the  power 
to  change  trustees  if  yours  performs 
<  poorly.  Otherwise  your  heirs  may 
have  to  sue  to  remove  the  trustee,  an 
expensive  ordeal. 

Often  it  makes  sense  to  give  remov- 
al power  to  your  beneficiary.  Arthur 
Andersen  expert  Wallace  Head  once 
advised  an  heir  to  change  her  bank 
trustee  after  it  refused  to  give  her 
principal  to  pay  down  a  high-interest- 
rate  mortgage. 

But  there  is  a  sticky  tax  problem 
here.  It  is  that  the  Internal  Revenue 
Service  might  try  to  impose  extra 
income  and/or  estate  taxes  if  the  heir 
can  change  trustees  at  will,  especially 
if  the  trustee  has  the  power  to  invade 
principal.  The  theory  is  that  by  shop- 
ping for  trustees,  the  heir  can  get 
whatever  he  or  she  wants.  And  then, 
the  Service  reasoning  goes,  the  mon- 
ey is  not  really  in  a  trust  at  all;  it  is  in 
the  heir's  hands,  with  the  full  taxes 
due  as  if  it  had  been  bequeathed 
outright. 

The  law  in  this  area  is  complex  and 
unsettled.  Some  diehards  think  the 
heir  should  never  have  the  power  of 
removal.  Others  say  that  if  the  income 
heir  and  remainder*  heirs  are  differ- 
ent people,  they  can  together  hold  the 
power  to  remove  the  trustee  without 
creating  a  tax  problem.  Another  ap- 
proach is  to  give  the  heir  the  right  to 
remove  the  trustee,  but  limit  the 
trustee's  power  to  pay  out  principal  to 
an  "ascertainable  standard" — often 
health,  maintenance  and  support.  But 
note  that  even  the  addition  of  one 
word — "comfort" — could  cause  a  tax 
problem. 

Detroit  lawyer  Keydel  has  an  inter- 
esting solution:  He  often  makes  the 
heir  and  a  bank  co-trustees,  then  gives 
the  heir  the  power  to  remove  the  bank 
as  part  of  his  fiduciary  duty  to  the 
trust.  So  the  heir  is  held  to  a  definite 
standard,  and  can't  act  at  will.  Keydel 
believes  this  can  withstand  an  IRS  dial 
lenge,  but  not  all  heirs  are  up  to  this 


*lf  the  will  says,  "Income  paid  to  my  wife  during 
her  lifetime;  at  her  death  assets  go  to  my  son," 
the  son  is  the  remainderman. 
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responsibility. 

Also  consider  the  potential  for  a 
conflict  of  interest  with  duty.  Maybe 
the  first  trustee  that  comes  to  mind  is 
your  business  partner,  or  the  bank 
that  holds  a  line  of  credit  on  your  firm . 
Think  twice,  especially  if  the  trust  will 
hold  company  stock,  because  the  time 
may  come  when  the  very  thing  that 
benefits  your  firm  (or  partner)  may 
hurt  the  trust.  The  Firestone  family 
trust  endured  a  ruinous  lawsuit  over 
conflict  of  interest.  Some  heirs 
charged  that  the  bank  trustee  had 
improperly  held  on  to  Firestone  stock 
when  it  should  have  sold  because  the 
bank  was  influenced  by  advisers — also 
Firestone  heirs — who  wanted  to  keep 
jobs  at  the  company.  The  bank  trustee 
held  otherwise. 

Now  "review  the  fee  schedule. 
Trustees  typically  do  two  things  for 
you.  They  manage  assets,  and  they 
decide  when  and  how  much  to  dis- 
burse to  your  heirs.  How  much 
should  these  services  cost?  Pure  mon- 
ey management  is  offered  by  mutual 
funds.  Here  is  a  cost  benchmark:  The 
Vanguard  Group,  the  most  cost  effi- 
cient of  the  large  mutual  fund  groups, 
charges  under  0.5%  of  assets  annually 
to  manage  a  typical  fund.  That  in- 
cludes both  portfolio  management 


and  such  overhead  as  accounting  and 
coupon-clipping. 

As  for  the  hand-holding  for  the 
heirs,  which  is  not  something  a  mail- 
order fund  house  can  properly  do, 
there  is  no  obvious  low-cost  compari- 
son. But  a  ballpark  number  is,  again, 
0.5%  a  year.  Thus,  if  a  bank  trust 
department  will  do  both  money  man- 
•agement  and  hand-holding  for  an  all- 
inclusive  1%  of  assets  annually,  you  are 
not  faring  badly.  New  York's  U.S. 
Trust  charges  a  $2,000  base  fee  plus 
1%  annually  on  accounts  of  $3  million 
or  less  for  everything,  from  asset  man- 
agement to  disbursals  to  the  trust's 
tax  return. 

Or  you  might  find  a  CPA  or  a  lawyer 
who  will  do  the  hand-holding  for 
hourly  rates  while  parking  your  assets 
in  no-load  funds  with  low  expenses. 
But  be  careful.  A  trustee  may  quote  a 
seemingly  reasonable  fee  for  services 
(say,  $4,000  a  year  on  a  $400,000 
account)  but  gloss  over  the  fact  that 
your  money  will  go  into  a  pooled 
equity  account  or  outside  fund  with 
another  layer  of  expenses. 

If  you're  thinking  of  putting  your 
money  into  a  large  mutual  fund  or 
bank  pooled  account,  you  shouldn't 
have  to  worry  about  brokerage  com- 
missions on  securities  trades.  (At  the 


Vanguard  Wellington  Fund,  for  ex- 
ample, brokerage  costs  run  0.01%  of 
assets  annually.) 

But  if  money  is  to  be  individually 
managed,  or  is  in  the  hands  of  a 
brokerage  firm,  make  sure  that  fees 
and  commissions  don't  loom  large. 
Broker  Shearson  Lehman,  for  exam- 
ple, will  handle  a  trust  for  a  "wrap" 
fee  of  2%  to  3%  of  assets  annually, 
including  both  commissions  and 
portfolio  management.  That's  double 
what  an  economical  trust  arrange- 
ment would  cost. 

Finally,  experts  strongly  suggest 
two  more  things.  The  first  is  to  man- 
age your  heirs'  expectations.  A  large 
amount  of  principal,  conservatively 
invested,  throws  off  a  small  income. 
Suppose  your  $500,000  trust  is  in- 
vested in  New  York  municipal  bonds. 
They  would  yield  7%,  or  perhaps  6% 
after  trust  fees.  Now  allow  for  infla- 
tion at  5%,  which  means  that  the 
trust's  principal  should  be  allowed  to 
grow  to  $525,000  after  the  first  year 
and  over  $530,000  the  second,  so 
that  it  holds  its  own  in  purchasing 
power.  That  leaves  a  tiny  spendable 
income  of  1%,  or  $5,000  a  year  to 
start.  In  short,  if  you  leave  behind 
young  heirs  who  will  have  to  live 
indefinitely  off  principal  without  dip- 
ping into  it,  they  must  have  either  a 
great  deal  of  capital  or  a  very  frugal 
way  of  life. 

The  second  point,  even  more  im- 
portant, is  to  teach  your  heirs  to  look 
over  their  trustee's  shoulder.  This  tac- 
tic has  worked  for  Philadelphia-area 
heirs  Standish  and  Joan  Smith.  The 
Smiths  describe  themselves  as  captives 
of  Mellon  Bank,  which  took  over 
Girard  Bank,  which  was  the  original 
trustee  for  Joan's  trusts.  Standish 
helps  lead  a  group  of  about  100  heirs 
who  are  campaigning  for  better  treat- 
ment by  their  trustees  (Box  292,  Vil- 
lanova,  Pa.  19085). 

To  prevent  inattentive— though 
not  negligent — service,  Smith  closely 
monitors  Mellon's  management  of 
his  wife's  trusts.  Some  years  ago,  he 
explains,  the  bank  undertook  to  sell  a 
little-used  vacation  home  in  Florida. 
The  bank  was  content  with  a  bid  of 
$75,000,  which  Smith  thought  too 
low.  So  he  took  the  trouble  to  write  a 
letter  of  protest,  and  the  property 
wound  up  selling  for  $96,600. 

Squeaky  wheels  get  grease.         Hi 
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Grantor-retained  income  trusts  are  being  touted 
as  an  estate  tax  "loophole."  For  a  few,  maybe. 
But  make  sure  you  don't  die  too  soon. 

Should  you  give 
your  house  to  the 
kids  while  you 
are  still  alive? 


By  Laura  Saunders 

"Leave  the  homestead 
to  your  kids,  tax-free," 
proclaims  an  exaggerat- 
ed story  in  one  business 
publication.  The  subject 
is  grantor-retained  income  trusts, 
dubbed  grits,  the  latest  arrow  in 
many  an  estate  planner's  quiver.  But 
grits  don't  fly  as  far  as  their  propo- 
nents would  have  you  believe. 

As  an  estate  tax  loophole,  grits  are 
one  of  a  dying  species;  Congress  has 
been  making  the  estate  tax  very  stiff 
indeed.  But  last  fall,  for  unknown 
reasons,  lawmakers  carved  out  an  ex- 
emption for  personal  residences.  In 
theory  you  can  avoid  estate  tax  rates  as 
high  as  60%  by  using  a  grit  to  shift 
your  house  to  your  children  while 
you're  still  alive.  "For  the  right  per- 
son," says  Kenneth  Brier,  a  lawyer 
with  Powers  &  Hall  in  Boston,  "a 
grit  is  a  magic  wand  that  makes  assets 
disappear  from  an  estate." 

But  the  key  phrase  is  "right  per- 
son." grits  may  be  a  good  idea  for  a 
few  people  in  a  few  places  under 
certain  circumstances.  But  be  careful. 
Here's  how  a  grit  works.  Mrs. 
Smith,  a  65-year-old  widow,  lives  in  a 
house  worth  $500,000  that  she  and 
her  husband  bought  for  $100,000  in 
1970.  All  told,  she  has  $1  million  of 
assets.  If  she  died  now,  she  would  owe 
about  $150,000  of  estate  tax  on  the 
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$400,000  of  assets  above  the 
$600,000  allowance  that  everyone 
gets  tax-free.  If  she  dies  in  12  years 
and  her  house  has  appreciated  to  $1 .5 
million  (a  shopping  center  next  door 
is  expanding),  she'll  owe  nearly 
$600,000  in  estate  tax  even  if  nothing 
else  has  appreciated.  Her  heirs  might 
have  to  sell  the  property  to  raise  mon- 
ey to  pay  the  taxes. 

So  she  sets  up  a  trust,  and  transfers 
the  house  into  it.  She  retains  the  right 
to  enjoy  the  trust's  assets  (that  is,  live 
in  the  house)  for  a  term  she  chooses; 
in  this  case  ten  years.  At  the  end  of 
that  term,  the  trust  document  speci- 
fies that  the  assets  go  to  her  children. 

Mrs.  Smith  has  thereby  given  her 
children  what  is  called  a  remainder 


interest.  By  definition  a  remainder 
interest  is  worth  less  than  the  value  of 
the  house  because  the  owners  can't 
take  possession  for  some  period  and 
meanwhile  derive  no  income.  That's 
where  the  tax  break  comes  in.  Gift  of 
the  property  incurs  a  gift  tax  but  not 
on  the  full  market  value,  only  on  the 
remainder  value. 

How  much  is  the  remainder  inter- 
est worth  now?  According  to  an  irra- 
tional Internal  Revenue  Service  for- 
mula that  works  in  the  taxpayer's 
favor,  the  present  value  of  the  right  to 
own  Mrs  Smith's  $500,000  house 
(1991  value)  in  2001  is  now  about 
$150,000.  The  irs  present  value  for- 
mula allows  for  both  a  discount  rate 
and  the  risk  that  Mrs.  Smith  will  die 
too  soon,  so  that  the  remainder  inter- 
est doesn't  take  effect. 

Here's  where  the  loophole  comes 
in:  The  irs  formula  treats  the  house  as 
if  it  were  a  financial  asset,  thereby 
confusing  nominal  returns  with  real 
returns.  The  right  to  receive  a 
$500,000  check  in  the  year  2001  is 
indeed  worth  only  about  $150,000 
now,  but  the  right  to  receive  that 
house  in  2001  is  worth  a  lot  more 
now.  The  reason  is  simple:  The  new 
owners  get  the  benefit  of  the  appreci- 
ation in  the  house  in  the  meantime; 
with  a  check  there  is  no  appreciation. 

Having  given  something  to  her 
children,  the  widow  is  subject  to  the 
gift/estate  tax.  But  in  this  case  she 
owes  nothing  just  yet.  The  $150,000 
gift  is  merely  subtracted  from  the 
$600,000  allowance  that  everyone 
gets  to  give  away  or  bequeath  free  of 
any  taxes. 

At  the  end  of  the  ten  years  the  trust 
dissolves  and  the  house  goes  to  the 
children  free  of  gift/estate  taxes,  no 
matter  what  it's  worth.  So  the  house  is 
no  longer  in  Mrs.  Smith's  estate,  and 
when  she  dies,  she  still  gets  to  pass 
$450,000  worth  of  other  assets  tax- 
free.  And  she  has  managed  to  pass  a 
$1.5  million  property  to  her  heirs  as 
though  it  were  a  $150,000  house. 

But  don't  rush  to  give  your  house 
to  the  kids.  There  are  hitches.  One  is 
that,  in  order  to  take  advantage  ol  this 
loophole,  Mrs.  Smith  has  to  forsake 
another.  That  other  giveaway  is  the 
exemption  of  property  from  capital 
gain  tax  when  the  owner  dies  before 
selling  it.  In  this  ease,  if  the  children 
sell  the  house  for  $1.5  million,  they 
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In  1851,  when  America  won  the  first  Cup  Race,  Allendale's  engineers 
had  been  charting  a  winning  course  for  16  years. 


Outnumbered  by  seventeen  of  Britain's  best  sailing  vessels, 
America  streaked  across  the  finish  line  to  victory.  "Where  is  the 
second?"  Queen  Victoria  asked.  "Your  Majesty,  there  is  no  sec- 
ond," the  signalman  replied.  And  when  America  crossed  the  finish 
line  eighteen  minutes  ahead  of  its  closest  competitor,  Allendale 
had  been  leading  the  property  insurance  industry  for  16  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 


loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

After  a  century  and  a  half,  our  philosophy  is  not  about  to 
change.  Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


attention  to  growth, 
Freddie  Mac  has  helped 
provide  mortgage  capital 

for  over  eight  million 
American  homeowners. 


Xreddie  Mac  has  been  securitizing 
mortgages  for  over  20  years,  helping  to 
provide  the  financing  for  nearly  one  out  of 
every  eight  homes.  And  no  matter  what  the 
economic  climate,  Freddie  Mac  securities 
have  rewarded  investors  with  a  combi- 
nation of  exceptional  value  and  low  risk. 

During  the  1980s,  Freddie  Mac 
enjoyed  an  average  asset  growth  rate  of 
33  percent,  while  keeping  the  delinquency 
rate  to  less  than  one-half  the  national 
average.  Thanks  to  these  high  standards 
and  strong  management  techniques, 


Freddie  Mac  now  ranks  among  the 
top  15  financial  service  corporations  in 
the  latest  Fortune  Service  500  survey. 
Every  day  Freddie  Mac  brings 
more  money  into  the  housing  market, 
allowing  more  Americans  to  achieve  the 
dream  of  homeownership.  And  with  the 
nearly  $3  trillion  home  mortgage  market 
just  one-third  securitized,  there's  plenty 
of  room  to  grow. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


Freddie  Mac 


STEADY 
FREDDIE 


must  report  a  capital  gain  of  $1.4 
million,  since  Mrs.  Smith's  original 
$1 00,000  cost  basis  carries  over  to  the 
trust  and  from  the  trust  to  them.  Had 
Mrs.  Smith  died  owning  the  house, 
the  $1.4  million  gain  would  escape 
the  income  tax,  though  it  would  be 
subject  to  estate  tax. 

Next,  Mrs.  Smith  must  reside  in  the 
house.  If  she  gets  sick  and  moves  to  a 
nursing  home  during  the  ten-year 
term,  some  or  all  of  the  benefit  of  the 
transaction  may  be  lost.  If  she  dies 
before  it's  up,  the  grit  vanishes  and 
there's  no  benefit  at  all. 

On  the  other  hand,  if  the  widow 
wants  to  keep  living  in  the  house  after 
the  ten-year  term  is  up,  she  has  to  pay 
her  children  rent  at  market  rates. 
(They,  of  course,  can  then  treat  it  as  a 
rental  property  and  deduct  certain 
expenses  and  depreciation.) 

Note  that  the  whole  transaction 
hinges  on  an  anomaly  and  several 
bets.  The  anomaly  is  the  nutty  pre- 
sent-value formula,  something  the  irs 
could  correct  with  help  from  Con- 
gress. Though  you  can  choose  what- 
ever term  you  wish  for  a  grit,  the 
shorter  it  is,  the  less  benefit  you  get 
from  the  error  in  the  formula. 

A  grit  really  pays  off  if  you  outlive 
the  term  you  choose  and  stay  healthy 
enough  to  reside  in  your  house.  This 
assumes,  of  course,  that  you  won't 
need  the  money  for  something  else, 
say  nursing  home  bills.  All  these  con- 
tingencies loom  larger  if  two  spouses 
are  living. 

There  is  an  interesting  variation  on 
this  scheme.  Nine  years  into  the  term, 
Mrs.  Smith  buys  the  house  from  the 
trust  at  the  then  current  market  val- 
ue— let  us  say  the  house  has  appreciat- 
ed in  value  to  $1.2  million.  This 
assumes  she  can  raise  that  much  cash. 
Her  children  will  wind  up  with  the 
cash  when' the  trust  terminates.  She 
has  her  house  back  with  a  basis  of 
$100,000,  because  under  income  tax 
law  nothing  has  happened.  And  when 
she  dies  her  heirs  get  a  free  step-up  in 
basis  on  the  house  to  $1.2  million. 

With  such  convolutions  Congress 
keeps  many  a  trust  and  estate  lawyer  in 
business.  But  just  because  grits  are 
good  for  lawyers  doesn't  automatical- 
ly make  them  good  for  you.  Don't 
rush  into  a  GRIT  without  weighing 
carefully  the  factors  discussed 
above.  M 
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ATTENTION 

MUTUAL  FUNDS 
MARKETERS 

Here's  A  Great  Opportunity 
To  Reach  New  Prospects  Efficiently 

The  Forbes  Mutual  Funds  Portfolio 

A  Full  Color  Showcase  to  Advertise 
One  or  More  of  Your  Funds 

Take  advantage  of  this  low  cost,  high  response 
medium  with  a  1/2  or  1/4  page  ad  unit  in  full  color 
or  black  and  white. 

A  special  advertiser  bonus  is  that  the  Mutual  Funds 
Portfolio  will  appear  in  Forbes  popular  Mutual 
Funds  Issue.  This  Special  Issue  is  where  you'll  tune 
in  to  investors  who  want  to  know  all  about  your 
stock,  money,  bond  or  special  fund. 

Issue  date:  September  2, 1991 
Ad  closing:  July  8 

For  details,  call  Virginia  Carroll  (212)  620-2339. 


HOW  TO 

CHOOSE  A  TAX-FREE 

PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Rind  has 
virtually  the  lowest  operating  costs 
in  the  industry.  0.25  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment  $3,000. 

STEP  h  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662  SHIP  for 

our  free  Tax-Free  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Rideral  alternative  minimum  tax. 

*Lipper  Directors'  Analytical  Data. 


Residents  of  CA,  NY,  OH,  PA:  Please 
ask  about  our  State  Thx-Free  Funds. 


r. 


Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefulh  before  I  invest 
or  send  money. 

Vanguard  Municipal  Bond  Fund 

RO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 
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Term  insurance  policies  provide  simple  death 
protection  and  should  be  easy  to  compare  on  price 
alone.  Should  be,  but  aren't. 

Shop  before 
you  drop 


By  Carolyn  T.  Geer 

LET'S  say  you  are  a  35- 
year-old  nonsmoking 
woman  shopping  for  a 
$250,000  term  life  in- 
surance policy.  Alexan- 
der Hamilton  Life  Insurance  Co.  of 
America  has  what  appears  to  be  a 
terrific  deal,  with  an  annual  premium 
starting  at  $205.  American  Family 
Life  Insurance  Co.  of  Madison,  Wis. 
charges  $270.  Easy  choice,  right?  No. 
The  American  Family  policy  is  cheap- 
er in  the  long  run.  Therein  lies  a 
dilemma  for  insurance  buyers. 

Deciding  just  how  competitive  a 
policy  is  should  be  easy.  Term  life  is  a 
straightforward  concept.  The  policy 
pays  off  only  if  the  insured  dies.  Be- 
cause term  life  has  no  cash  value,  its 
premiums  are  far  less  than  premiums 
for  a  whole  life  policy  offering  the 
same  death  benefit.  For  this  reason, 
term  life  is  often  the  only  kind  of 
insurance  a  budget-conscious  family 
can  afford.  If  you  have  young  kids  and 
a  mortgage,  you  probably  have,  or 
should  have,  a  large  chunk  of  term 


insurance. 

There  are,  however,  pitfalls  for  buy- 
ers who  want  to  comparison  shop. 
That  Alexander  Hamilton  policy 
looks  good  initially.  But  after  ten 
years  of  increasing  premiums  your 
total  outlay  would  be  $3,728.  The 
policy  from  American  Family*  starts 
out  higher  but  maintains  a  level  pre- 
mium for  ten  years,  for  a  total  ouday 
of  $2,700.  Unless  you  die  quickly — a 
very  unlikely  event  if  you  are  35  and 
just  passed  a  health  exam — the  seem- 
ingly cheaper  policy  is  in  fact  the  more 
expensive  one. 

Here's  yet  another  set  of  numbers 
by  which  to  compare  these  two  poli- 
cies. The  "interest  adjusted  net  cost 
index"  of  the  Alexander  Hamilton 
policy  over  ten  years  is  1.43.  The 
comparable  number  for  the  American 
Family  policy  is  far  lower — 1.08  This 


*No  relation  to  American  Family  Corp. 
of  Columbus,  Ga.,  the  well-known  cancer 
insurance  company. 


The  terms  of  term  insurance 

Company  Policy 


Ameritas 

5-year  level* 

Bankers  Mutual 

10-year  level t 

Metropolitan  Life 

annual  renewable 

South  Western 

10-year  levelt 

TIAA 

annual  renewable 

USAA 

annual  renewable 

First- 

Total  ten 

■year  premium 

year 

simple 

discounted 

premium 

total 

present 
value 

$525 

$5,900 

$4,352 

475 

4,750 

3,570 

530 

6,530 

4,775 

620 

6,200 

4,659 

445 

5,820 

4,226 

485 

5,900 

4,313 

complicated  cost  index  is  designed  to 
take  into  account  not  just  the  dollar 
amounts  paid  as  premiums  but  also 
the  timing  of  the  payments.  Many 
states  compel  insurers  to  disclose  this 
interest-adjusted  cost  index;  it's  an 
admirable  attempt  to  clear  some  of 
<  the  smokescreen  surrounding  the 
true  cost  of  term  life  insurance.  Un- 
fortunately, the  value  of  the  disclo- 
sure is  somewhat  diluted  by  the  fact 
that  the  discount  rate  used  in  the 
formula,  5%,  is  unrealistically  low.  In 
the  table  below  Forbes  compares  sev- 
eral policies  using  a  somewhat  more 
useful  number:  the  discounted  pre- 
sent value  often  years  of  premiums. 

At  this  point  you're  probably  pre- 
pared to  throw  up  your  hands  and 
trust  an  agent  to  give  you  a  fairly 
priced  term  insurance  policy.  Don't. 
Term  insurance  is  a  good  product. 
But  if  you  aren't  equipped  to  ask  the 
right  questions,  you  will  pay  thou- 
sands of  dollars  too  much  for  it. 

Much  marketing  attention  is  fo- 
cused on  the  lowest  first-year  cost,  but 
that  doesn't  necessarily  show  which 
policy  will  have  the  lowest  cost  over 
several  years.  Quite  the  contrary. 
Warns  Pamela  Crane,  an  Atlanta- 
based  actuarial  consultant  with  the 
Tillinghast  division  of  Towers  Perrin: 
"You  can  get  a  low  first-year  rate,  but 
you  may  pay  for  it  very  heavily  if  you 
keep  the  coverage  in  force  over  a 
longer  period.  As  a  general  rule,  the 
lower  the  first-year  premium,  the 
higher  the  ultimate  premiums." 

Before  you  go  shopping  for  term 
insurance,  consider  the  reasons  you 
need  the  coverage  and  how  long  you 
expect  those  needs  to  last.  How  old 
are  your  children?  Have  you  just  in- 

A  healthy  35-year-old 
nonsmoking  man  would  pay 
widely  varying  rates 
for  $500,000  of  coverage. 
The  numbers  on  the  far  right 
show  future  premiums 
discounted  to  the  present 
at  a  7%  per-year  rate. 
All  these  policies  are 
guaranteed  renewable  to  at 
least  age  65. 


•Rates  guaranteed  only  for  three  years.    tRate  guaranteed  only  for  first  year. 
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curred  a  pile  of  debt  by  starting  your 
own  business?  Is  your  spouse  em- 
ployed? A  good  working  assumption 
is  that  you  will  need  to  stay  insured  for 
at  least  ten  years. 

Another  question  is  whether  a  par- 
ticular term  policy  is  guaranteed  re- 
newable. This  means  that  once  you 
pass  the  health  exam  upon  first  buying 
the  policy,  the  insurer  can  never  reject 
you  during  the  renewable  period,  re- 
gardless of  what  happens  to  you  phys- 
ically. Premiums  will  increase  as  you 
age,  but  you  won't  become  "uninsur- 
able" at  regular  rates. 

Policies  without  guaranteed  re- 
newability  generally  cost  less.  But 
they  require  you  and  your  family  to 
take  a  big  risk  on  your  future  health. 

Consider:  If  you  are  now  a  40-year- 
old  nonsmoking  woman  in  good 
health,  your  chance  of  dying  in  the 
next  ten  years  is  less  than  1  in  30,  says 
lohn  A.  Luff,  experience  studies  actu- 
ary at  the  Society  of  Actuaries  in 
Schaumburg,  111.  But  your  chance  of 
turning  uninsurable  at  normal  rates 
within  the  next  ten  years  is  far  greater, 
although  Luff  can't  put  an  exact  fig- 
ure on  it.  When  you  buy  a  guaranteed 
renewable  policy  now,  you  are  insur- 
ing as  much  against  the  latter  misfor- 
tune as  the  former. 

Next  question:  Are  the  premiums 
guaranteed?  With  some  policies,  they 
are.  With  others,  the  insurer  reserves 
the  right  to  raise  its  rates  at  any  time 
based  on  investment  earnings,  mor- 
tality experience  and  other  expenses. 
Often,  the  insurer  who  reserves  the 
right  to  jack  up  rates  later  puts  a 
ceiling  on  these  rate  increases  in  the 
form  of  a  schedule  of  "guaranteed" 
rates.  Example:  Metropolitan  Life  In- 
surance Co.  tells  a  35-year-old  man 
signing  up  today  for  a  $500,000  guar- 
anteed renewable  policy  that  he  will 
start  out  paying  $530  a  year.  When  he 
is  45,  the  Sales  literature  says,  he  will 
probably  be  paying  $825  a  year.  But 
MetLife  reserves  the  right  to  charge 
him  anything  up  to  $2,710  a  year 
when  he  is  45 .  MetLife  says  that  in  the 
seven  years  it  has  sold  this  policy,  rates 
have  never  increased  more  than  a  few 
percentage  points,  and  most  have  re- 
mained unchanged.  But  it's  really  a 
"trust  me"  guarantee. 

"Chances  are,  a  company  will  never 
increase  its  rates  all  the  way  to  the 
guaranteed   maximum,    for   fear   of 


Life  span  accounting 
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Source:  Society  of  Actuaries. 
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Premiums  on  these  two  policies  (for 
35-year-old  men)  are  much  lower 
than  corresponding  mortality  rates. 
The  policies  are  for  healthy 
nonsmokers;  the  mortality  rates  are  for 
the  population  at  large. 


driving  away  all  their  business,"  says 
Andrew  Gold,  an  assistant  vice  presi- 
dent at  A.M.  Best,  the  rating  agency. 
"But  it  is  something  to  consider."  At 
least  insist  that  the  company  show  you 
its  history  of  rate  increases. 

A  lot  of  insurers  maintain  two  sets 
of  prices:  one  for  new  customers  and 
another,  higher  one,  for  customers 
who  have  been  around  a  while.  Take 
the  case  of  a  healthy  35-year-old  man 
buying  a  $250,000  policy  from  Sav- 
ings Bank  Life  Insurance  Fund  of 
New  York.  The  policy  starts  out  cost- 
ing $180.  In  the  eleventh  year,  when 
he's  45,  he'll  (probably)  pay  $605. 
But  a  healthy  45 -year-old  walking  in 
the  door  today  can  get  the  same  cov- 
erage for  less,  $273. 

This  doesn't  sound  very  fair.  But  it 
is  fair.  Remember,  the  fellows  who 
started  their  policies  at  age  35  were 
insuring  not  only  against  an  early 
demise  but  against  the  possibility  of 
developing  a  serious  illness.  Come  ten 
years  later,  some  of  them  are  in  perfect 
health,  others  not.  The  healthy  cus- 
tomers get  wise  to  the  fact  that  they 
can  save  money  by  starting  all  over 
again  with  a  new  policy — "reenter- 
ing," as  insurance  jargon  has  it — and 
leave  the  group.  The  insurer  is  left 
with  a  select  group  of  45 -year-olds 
who  are  in  less  than  perfect  shape. 
That's  why  a  lot  of  companies  set  up 
two  rate  schedules.  There's  a  bargain 


rate  for  new  or  reentering  45 -year- 
olds  in  good  health,  and  a  higher  rate 
for  holdover  customers  who  started 
earlier  and  who  aren't  so  healthy,  but 
whose  policies  must  be  renewed. 

This  discrimination  need  arise  only 
if  the  policy  is  guaranteed  renewable. 
If  it's  not,  the  insurer,  in  effect,  re- 
serves the  right  to  dump  you  if  your 
health  deteriorates.  Here's  how  these 
cheap  "reentry"  policies  work:  You 
can  continue  the  insurance  at  attrac- 
tive rates  only  by  reentering,  which 
means  passing  another  health  exam. 

Consider  two  five-year  "level- 
term"  policies,  with  rates  that  stay 
constant  for  five-year  stretches.  One  is 
a  guaranteed  renewable  policy  from 
Ameritas  Life  Insurance  Corp.,  the 
other  a  reentry  product  from  Ameri- 
can Mayflower  Life  Insurance  Co.  For 
$500,000  of  coverage  for  a  healthy 
35-year-old  nonsmoking  man,  Amer- 
itas charges  $525  a  year,  and  guaran- 
tees that  rate  for  the  first  three  years 
only.  American  Mayflower  quotes  a 
$460  annual  premium  and  locks  it  in 
for  all  five  years. 

So  far  the  American  Mayflower  pol- 
icy looks  superior.  But  in  the  second 
five-year  period,  the  picture  looks 
quite  different.  Based  on  current  rates 
(again,  the  insurer  is  reserving  the 
right  to  surprise  you),  the  Ameritas 
premium  rises  to  $655  in  the  sixth 
year,  for  a  total  ten-year  ouriay  of 
$5,900.  The  American  Mayflower 
premium  increases  to  $635 — but  only 
if  you  requalify  with  a  good  health 
exam.  If  you  don't,  you  pay  a  shock- 
ing $1,495  in  year  six,  and  annually 
increasing  premiums  thereafter. 

The  moral:  Don't  shop  on  price 
alone.  Make  sure  the  policy  you  are 
buying  is  renewable,  at  reasonable 
rates,  for  as  long  as  you  are  likely  to 
need  it.  But  if  you  know  you  will  stop 
needing  insurance  in,  say,  ten  years — 
the  house  is  paid  off,  the  kids  through 
college — then  get  one  renewable  only 
for  ten  years.  Don't  pay  for  a  privilege 
you'll  never  exercise. 

Of  course,  after  you've  protected 
yourself  with  a  policy  renewable  for  a 
long  time ,  you  can ,  if  your  health  keeps 
up,  reenter  or  shop  around  for  a  lower 
rate  five  or  ten  years  later.  But  don't 
make  a  habit  of  it.  Some  insurance 
companies  become  impatient  with  fre- 
quent switchers  and  may  refuse  to 
insure  them.  Mi 
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Mexico  is  getting  more  free  enterprise,  and  it  may  get 
more  free  trade.  How  do  you  get  a  piece  of  the  action? 

TheABCsand 
ADRs  of  Mexico 


By  Patrice  Duggan 

Joseph  G.  Jacobson, 
75,  a  retired  home 
builder  from  West 
Bloomfield,  Mich.,  has 
vacationed  for  the  last 
44  years  in  Mexico.  He  was  impressed 
with  the  vitality  and  bustle  of  the 
country.  In  1984  he  called  his  broker 
and  bought  over-the-counter  Ameri- 
can Depositary  Receipts  of  Telefonos 
de  Mexico,  the  country's  telephone 
monopoly.  Since  then  the  shares  have 
appreciated  more  than  tenfold. 

Two  months  ago  Jacobson  read 
about  Maseca,  a  hot  Mexican  tortilla 
company  (Forbes,  Apr.  29),  and  de- 
cided this  was  another  opportunity. 
But,  like  almost  all  Mexican  compa- 
nies, Maseca  doesn't  yet  have  adrs 
here.  His  regular  broker  threw  up  his 
hands.  It  took  calls  to  several  firms 
before  Jacobson  found  a  broker  with 
Smith  Barney  in  Indianapolis,  Robert 
Zuniga,  who  was  willing  to  find  the 
shares  he  wanted.  Smith  Barney 
hooked  up  with  a  brokerage  in  Mexi- 


co. Three  days  later,  without  ever 
seeing  an  annual  report,  Jacobson 
bought  10,000  shares  of  the  stock  for 
about  537,000. 

Jacobson  took  a  certain  amount  of 
this  stock  trade  on  faith.  He  paid  a 
S500  commission  to  his  Smith  Barney 
broker,  but  he  doesn't  know  what 
Mexican  brokerage  commission  was 
built  into  the  price — or  exactly  what 
peso/dollar  exchange  rate.  His  con- 
firmation slip  doesn't  show  the  peso 
price  at  which  his  stock  was  bought 
or,  for  that  matter,  on  what  day  the 
transaction  took  place.  He  can't  turn 
to  a  U.S.  newspaper  for  a  stock  quote; 
Jacobson  gets  an  update  weekly  from 
Smith  Barney. 

But  things  are  getting  better.  More 
American  Depositary  Receipts  are 
coming  out,  and  U.S.  brokers  are 
getting  better  at  serving  the  interna- 
tional needs  of  their  customers.  Says 
Janine  Craane,  a  Merrill  Lynch  broker 
with  many  international  clients, 
"There's  been  an  explosion  in  the 


level  of  interest  among  individuals." 
There's  a  change  going  on  here.  In 
the  past  Mexico  was  ambivalent  about 
foreign  investment,  fearing  gringo 
domination.  But  that  19th-century 
paranoia  is  giving  way  under  Mexican 
President  Salinas,  a  true  son  of  the  late 
20th  century,  who  knows  U.S.  capital 
will  do  Mexico  much  more  good  than 
harm.  His  government  is  making  it 
easy  for  foreigners  who  want  to  invest. 
The  expropriation  of  dollar-denomi- 
nated bank  deposits  in  1982,  the  laws 
banning  direct  ownership  by  foreign- 
ers of  Mexican  stock,  even  the  chau- 
vinistic insistence  on  government 
ownership  of  key  utilities,  are  the 
Mexico  past,  not  the  Mexico  present. 
Institutional  investors  still  have  it 
somewhat  better  than  individual  for- 
eigners. They  can  buy  stock  through  a 
Mexican  broker,  and  sometimes  they 
can  even  visit  with  a  target  company's 
management. 

Individuals  either  have  to  be  adven- 
turesome like  Jacobson,  buy  one  of 


South  of  Wall  Street 

Company                           Business 

Recent 

Latest  12-month 

52-week 

1990 

price1 

EPS2 

P/E 

price  chg 
($US) 

revenues3 
($mil) 

■  Telefonos  de  Mexico           telecommunications 

$1.39 

$0.32 

4.4 

94.8% 

$3,626 

■  Cifra                                  retailing 

0.95 

0.05 

17  4 

135.7 

2,163 

Grupo  Industrial  Maseca     corn  flour 

3.75 

0.26 

14.3 

NA 

338 

■  Vitro                               glass  products 

20.73 

2.23 

9.3 

52.6 

2,764 

■  Tubos  de  Acero  de  Mexico   steel  tubing 

9.23 

0.08 

NM 

571 

291 

Kimberly-Clark  de  Mexico    paper  products 

16.49 

0.78 

21.1 

100.9 

776 

Industrias  Penoles              mining,  metallurgy 

1.10 

0.17 

6.7 

-22.1 

812 

Grupo  Industrial  Alfa          steel,  petrochemicals 

6.06 

0.73 

8.3 

-39.2 

2,244 

Grupo  Industrial  Bimbo       food,  beverages  &  tobacco 

4.33 

0.23 

19.0 

107.5 

1,021 

Cemex                            cement 

9.16 

0.63 

14.4 

117.6 

1,305 

Would  you  buy  a 
stock  named 
Bimbo?  Don't 
laugh — you  could 
have  doubled 
your  money  in  a 
year.  These 
recommendations 
come  from 
Ricardo  Payro 
of  Acetones  y 
Valores. 


■  Available  in  ADR.    'Exchange  rate  as  of  5/24/91.    Converted  at  the  average  rate  of  exchange  for  the  12  months  ended  3/91.    'Converted  at  the  average 
rate  of  exchange  for  the  year  ended  12/90.    NA:  Not  available     NM:  Not  meaningful.  Source;  Accionesy  Valores  de  Mexico  S.A. 
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the  handful  of  adrs  available  here  or 
settle  for  one  of  the  three  closed-end 
Mexican  mutual  funds  traded  on  the 
New  York  Stock  Exchange.  The  Mex- 
ico Fund — not  a  bad  choice — was 
brought  out  by  Merrill  Lynch  in 
1981.  Overhead  costs  run  1.5%  of 
assets  annually. 

For  the  investor  who  is  wary  of 
individual  stocks  and  closed-end 
funds  with  their  discounts  and  premi- 
ums, there  is  another  choice:  open- 
end  funds  sponsored  by  Mexican  bro- 
kerage houses.  There  is  still  the  cost  of 
converting  dollars  into  pesos  and 
back,  but  there  are  all  the  advantages 
of  a  mutual  fund. 

For  instance,  Mexico  City  broker- 
age Acciones  y  Valores  has  a  sector 
fund  for  bank  shares — a  type  of  stock 
still  off-limits  to  foreigners  buying 
directly.  Acciones  y  Valores  also  has 
three  different  money  market  funds, 
yielding  over  20%  at  a  time  when  the 
peso  is  depreciating,  at  least  for  now, 
at  an  annual  rate  of  only  5%  against  the 
dollar.  Drawback:  U.S.  investors  face 
some  pretty  complicated  tax  ques- 


tions when  dealing  with  foreign  mon- 
ey market  funds. 

As  with  any  foreign  fund  not  also 
registered  at  the  U.S.  Securities  & 
Exchange  Commission,  a  U.S.  buyer 
has  to  go  to  some  lengths  to  get  in. 
Since  the  fund  can't  send  sales  litera- 
ture to  a  U.S.  address,  lest  it  run  afoul 
of  the  sec,  you  may  need  a  friend 
living  in  Mexico  to  help  out.  Then 
you  can  place  an  unsolicited  call  to  the 
Mexican  broker  that  sponsors  the 
fund.  Such  brokers  would  include 
Acciones  y  Valores,  Inverlat  and 
Operadora  de  la  Bolsa.  All  three  have 
licensed  broker-dealer  subsidiaries  in 
the  U.S.  that  can  introduce  you  to 
their  Mexican  counterparts  without 
getting  in  trouble  with  the  sec.  They 
are  accustomed  to  dealing  with  insti- 
tutions, although  Carlos  Muriel, 
president  of  the  New  York  City  sub- 
sidiary of  Inverlat,  says  he  hopes  that 
by  the  end  of  the  year  he  will  have  the 
ability  to  handle  traffic  from  individ- 
uals more  efficientiy. 

Other  disadvantages  are  those  that 
go  with  investing  in  any  developing 


country.  "The  regulations  surround- 
ing mutual  funds  in  Mexico  are  simply 
not  as  well  developed  as  those  sur- 
rounding funds  in  the  U.S.,"  says 
Alan  Danson,  president  of  avm  Secu- 
rities Inc.,  a  subsidiary  of  Acciones  y 
Valores  in  Boulder,  Colo.  Don't 
waste  your  time  asking  for  a  Mexican 
fund  prospectus. 

If  you  take  the  route  of  investing  in 
individual  stocks,  first  read  a  lot  of 
income  statements  to  get  the  feel  of 
Mexican  accounting  (see  box,  below). 
And  remember  that  the  Mexican 
Bolsa,  like  any  emerging  market,  is 
not  very  liquid.  Danson  recommends 
that  only  those  interested  in  investing 
$100,000  should  buy  individual 
stocks.  Says  Danson,  "Mexico  is  a 
long-term  investment  market  with 
very  significant  growth  potential." 

Outsize  returns  are  not  available 
without  outsize  risks,  and  Mexican 
stocks  are  no  exception.  For  those 
many  Americans  who  know  and  ad- 
mire Mexico,  a  modest  investment 
stake  in  its  economy  does  not  seem  an 
outsize  risk.  M 


That  wacky 

inflation 

accounting 

Fomento  Economico 
Mexicano,  alias  Femsa,  is  a 
sought-after  stock,  up 
140%  in  dollar  terms  over 
the  past  year.  Reason: 
This  Coca-Cola  distributor 
(with  the  largest  franchise 
in  the  world)  and  brewer 
(with  51%  of  the  Mexican 
beer  market)  should  bene- 
fit from  huge  volume 
gains  as  personal  income 
rises  in  Mexico.  Is  the 
stock  expensive,  at  14,800 
pesos  ($4.93  at  the  May 
24  exchange  rate)?  It  takes 
digging  to  find  out. 

Start  with  the  balance 
sheet.  The  annual  report 
shows  Dec*  31  assets  of 
6.9  trillion  pesos,  worth 
$2.3  billion  at  the  year- 
end  exchange  rate  of  about 
3,000  pesos  to  the  dollar. 


Equity  comes  to  $1 .8  bil- 
lion, long-term  debt  to 
only  $275  million,  or  about 
15%  of  equity.  The  main 
thing  that  makes  Mexican 
balance  sheets  unlike 
those  in  the  U.S.  is  the  in- 
flation adjusting.  Since 
inflation  is  persistent  in 
Mexico  (prices  are  27% 
higher  now  than  they  were 
a  year  ago),  Mexican  ac- 
countants restate  historical 
accounts  in  today's  pesos. 
When  the  Dec.  31,  1990 
balance  sheet  is  redrawn 
for  comparison  with  Dec. 
31,  1991  numbers,  all  the 
entries  will  be  inflated  up- 
ward. No  doubt  the  peso 
conversion  rate  will  also  go 
up — but  not  necessarily 
in  lockstep.  In  short,  mak- 
ing year-to-year  compari- 
sons can  be  very  tricky  for  a 
U.S.  investor  accustomed 
to  converting  foreign  bal- 
ance sheets  into  dollars. 
Next,  look  at  the  in- 
come statement,  again 


mindful  that  historical 
costs  are  restated  in  today's 
pesos.  A  key  number  is 
the  earnings  before  interest 
and  taxes,  445  billion  pe- 
sos, or  $  1 5 1  million  at  year- 
end  exchange  values. 
This  income  figure  comes 
before  some  funny-  mon- 
ey adjustments  that  show 
up  farther  down  on  the 
income  statement.  The 
funny-money  adjust- 
ments relate  to  paper 
"profits"  on  a  decline  in 
the  real  value  of  Femsa's 
debt,  offset  by  paper 
losses  on  currency  conver- 
sions on  foreign-denomi- 
nated debt.  Femsa's  oper- 
ating income  was  up  9.6% 
from  1989. 

Scott  Galle,  an  analyst 
with  Santa  Monica,  Calif. - 
based  DA.  Campbell 
Co.,  calculates  what  he  calls 
"underlying  earnings." 
This  is  Femsa's  bottom 
line,  after  taxes,  interest 
and  profit-sharing,  but 


with  those  same  mone- 
tary adjustments  backed 
out.  Here  the  picture  is 
different.  Underlying  earn- 
ings were  $43  million  in 
1990,  down  28%  from 
1989. 

Finally,  take  a  look  at 
earnings  per  share  of  20 
cents  (again,  at  the  Dec. 
31  exchange  rate)  for  1990. 
The  recent  $4.93  stock 
price  is  24  times  last  year's 
earnings,  compared  with 
17  for  Anheuser-Busch  and 
14  for  Coors.  Femsa  is 
not  a  cheap  stock.  A  bet  on 
it  is  a  long-term  bet  on 
the  future  of  Mexico's  stan- 
dard of  living. 

Don't  expect  any  hos- 
tile takeover.  The  powerful 
Garza  family  controls 
60%  of  the  common;  an- 
other 15%  is  owned  by 
Citicorp  and  5%  by  a  sub- 
sidiary of  the  World 
Bank.  This  is  strictly  a  long- 
haul  investment  for  the 
patient.  -P.D.  ■■ 
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If  you  want  a  piece  of  Europe,  take  a  close  look 
at  France.  While  no  steal,  the  average  stock 
on  the  Paris  Bourse  is  priced  at  a  still  reasonable 
12  times  earnings.  Here's  how  you  can  play  it. 

French  lesson 


By  John  Marconi  Jr. 

If  Paris  is  defined  for 
shoppers  by  its  over- 
priced boutiques,  then 
the  Bourse  must  be  con- 
sidered an  anomaly 
these  days.  French  stocks  are  trading 
at  about  12  times  earnings.  That  com- 
pares with  a  multiple  of  17  in  the  U.S., 
13  in  the  U.K.,  14  in  Germany  and  35 
in  Japan. 

The  market  in  Paris  has  climbed 


with  New  York's  and  others  this  year, 
and  through  late  spring  held  most  of 
the  gains.  But  the  French  market  is 
still  off  the  ebullient  levels  it  reached 
in  the  spring  of  1990,  when  optimism 
about  France's  economic  and  indus- 
trial future  reached  a  peak.  Another 
factor  that  makes  French  stocks  a  bit 
more  appealing  of  late  to  U.S.  inves- 
tors is  that  the  franc  is  a  little  cheaper. 
Alcatel    Alsthom,     formerly    the 
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Marc  Alexandre,  Atlantic  Finance  Chief  Executive 
Bullish  on  some  stocks,  with  reservations. 


French  version  of  General  Electric  but 
now  -concentrated  in  communica- 
tions and  transport  equipment,  trades 
at  12  times  1990  earnings,  while  GE 
goes  for  15.  Cap  Gemini  Sogeti,  a 
fast- growing  computer  services  sup- 
plier, trades  at  about  17  times  its  1990 
earnings,  versus  23  for  General  Mo- 
tors' Electronic  Data  Systems  Class  E 
shares.  Total,  the  big  oil  company, 
was  recently  at  9,  versus  1 5  for  Exxon. 
There  is,  to  be  sure,  a  case  for 
somewhat  lower  p/es  in  France  than 
in  the  U.S.,  the  U.K.  or  Germany, 
says  Marc  Alexandre,  head  of  Atlantic 
Finance,  a  research  boutique  in  Paris. 
Alexandre,  62,  a  former  banker  at 
Lazard  Freres  &  Cie.,  identifies  a 
couple  dozen  French  stocks  likely  to 
outperform  the  market.  But  he  is 
bullish  with  reservations.  Among  his 
cautions: 

■  Interest  rates,  dictated  by  Ger- 
many's policy  decisions — since  the 
franc  is  linked  to  the  mark  through 
the  European  Monetary  System — will 
stay  relatively  high.  This  will  hamper 
profits,  especially  for  some  companies 
that  borrowed  heavily  to  expand  in 
the  U.S.  over  the  past  few  years,  such 
as  publisher  Hachette  and  glass  man- 
ufacturer Saint- Gobain. 

■  Don't  bank  on  earnings  gains  this 
year.  Indeed,  earnings  for  the  largest 
French  companies  may  be  on  average 
down  slightly  this  year,  Alexandre 
says,  defying  the  consensus  forecast 
for  5%  to  7%  gains.  The  bulls,  he  says, 
are  "taking  bets  on  the  profits  of 
1992,  but  those  won't  be  confirmed 
until  the  half-year  results  at  the  end  of 
September  1992.  Eighteen  months 
seems  to  me  a  long  time  to  wait." 

Especially  for  stocks  in  the  consum- 
er sector.  Car  sales  are  off  sharply. 
Sales  of  French  liqueurs  and  luxury 
trinkets  in  duty-free  shops  around  the 
world  were  cut  by  the  Gulf  war's 
damping  of  travel.  Partly  for  this  rea- 
son, Alexandre  is  cautious  about  some 
of  the  most  prominent  French  names, 
including  lvmh  Moet  Hennessy  Lou- 
is Vuitton,  the  vendor  of  expensive 
perfumes  and  champagnes.  More- 
over, for  its  overseas  sales,  LVMH  is 
exquisitely  sensitive  to  the  gyrations 
of  the  dollar  and  the  yen. 

■  Don't  expect  support  from  the 
takeover  market,  as  you  might  in  the 
U.S.  A  case  in  point  is  L'Oreal,  the 
world's  largest  cosmetics  company. 
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INTERNATIONAL 
EXPERTS 

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE  THAN  T.  ROWE  PRICE 

Investing  overseas  continues  to  hold  important  advantages.  Foreign  markets  offer  opportunities 
for  enhancing  return  potential.  And  foreign  investments  can  add  important  balance  to  a  domes- 
tic portfolio,  because  foreign  markets  follow  different  cycles  than  U.S.  markets.  When  you're 
ready  to  benefit  from  these  advantages,  come  to  T.  Rowe  Price,  a  pioneer  in  international 
investing  with  the  knowledge  and  resources  you  need. 

Experience  and  expertise.  In  1979,  we  teamed  with  Robert  Fleming  Holdings,  Ltd.,  a  century- 
old  British  investment  organization,  to  form  Rowe  Price-Fleming,  adviser  to  our  international 
funds.  Today,  Rowe  Price-Fleming  manages  nearly  $5  billion,  and  is  America's  largest  manager 
of  no-load  international  mutual  fund  assets.  Rowe  Price-Fleming  has  access  to  on-site  research 
analysts  worldwide,  providing  a  distinct  advantage  in  finding  investments  with  strong 
long-term  potential  for  you.  Of  course,  international  investing  has  special  risks,  including 

currency  fluctuations. 


OVERSEAS  OPPORTUNITIES 


INTERNATIONAL  STOCK  FUND  was  ranked  the  #1  international 

fund  *  for  the  1 0  years  ending  3/31/91.  Our  oldest,  largest,  amd  most 
conservative  international  equity  fund,  it  invests  in  established  com- 
panies outside  the  U.S.,  mainly  in  Europe  and  the  Pacific  Basin. 


INTERNATIONAL  DISCOVERY  FUND  aggressively  invests 
in  stocks  of  fast-growing,  smaller  companies  in  developed  and 
emerging  foreign  markets.  These  smaller,  often  overlooked  or 
undervalued  companies  could  offer  dynamic  growth  potential. 


NEW  ASIA  FUND  can  help  you  benefit  from  the  long-term  growth 
potential  of  the  developing  economies  in  Asia  and  the  Pacific 
Basin  outside  Japan.  It  invests  in  stocks  of  both  large  and  small 
companies  in  newly  industrialized  countries  in  the  area. 


EUROPEAN  STOCK  FUND  invests  in  established  European 
companies.  It  seeks  to  take  advantage  of  the  strong  performance 
of  European  markets,  opportunities  expected  from  "Europe  1992," 
and  the  potential  of  emerging  Eastern  European  economies. 


GLOBAL  GOVERNMENT  BOND  FUND  offers  our  most  con- 
servative approach  to  worldwide  investing.  The  Fund  seeks  high 
current  income  from  government-backed  securities  in  the  U.S. 
and  abroad. 


INTERNATIONAL  BOND  FUND  aggressively  seeks  high  current 
income  and,  secondarily,  capital  appreciation  from  high-quality 
foreign  government  and  corporate  bonds. 


100%  no-load  investing.  We  offer  the  six 
international  funds  described  here.  There  is 
a  $2,500  minimum  investment  per  fund 
($1,000  for  IRAs).  And  no  sales  charges. 


T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 

Please  send  a  prospectus  with  more  complete 
information,  including  management  fees  and  other 
charges  and  expenses,  for  the  fund(s)  indicated.  I  will 
read  it  carefully  before  I  invest  or  send  money. 


Call  24  hours  for  a  free  information  kit 

1-800-541-7861 


□  International  Stock 

□  International  Discovery 

□  New  Asia 


□  European  Stock 

□  Global  Government 
Bond 

□  International  Bond 


Name 


Address 


City/State/Zip 


IUMB012804 


Phone 


□  Home      □  Business 


Invest  With  Confidence 

T.RoweRice 


'According  to  Upper  Analytical  Services,  Inc.,  which  ranked  the  International  Stock  Fund  #1  of  7  international  funds  tracked  4/1/81  -3/31/91 .  Past  performance  cannot 
guarantee  future  results  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 
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The  language  of  bargains 

Company 

Business 

1990 

199  IE                Sales3 

rrlCt! 

12/28/901 

recent2 

EPS3 

EPS2                  ($bil) 

Alcatel  Alsthom 

electrical  &  electronics 

$105.09 

$97.76 

$9,00 

$8.79                   $26.5 

Arjomari  Prioux 

forest  products  &  paper 

294.40 

348.28 

47.20 

47.41                       2.0 

Generate  des  Eaux 

water  utility 

417.24 

451.72 

21.12 

23.79                     21.0 

Lafarge  Coppee 

building  materials,  cement 

62.00 

61.22 

7.53 

6.90                       6.0 

Lyoniiaise  des  Eaux-Dumez 

utility,  construction 

94.37 

102.41 

6.24 

6.90                     13  2 

L'Oreal* 

cosmetics 

48.55 

48.10 

5.33 

5.69                      5.6 

Rhone-Poulenc* 

chemical  products  &  drugs 

46.01 

56.05 

4.41 

4.66                    13.4 

Roussel  Uclaft 

pharmaceuticals 

161.82 

142.24 

22.22 

23.79                       2.4 

Suez 

banking  &  finance 

54.59 

58.62 

6.61 

6.21                       NA 

Total 

oil  &  gas 

122.83 

135.34 

16.53 

17.41                     23.6 

'Nonvoting  participation  certificate. 

tPreferred  share.    'Exchange  rate 

as  of  12/28/90.    2Exchange  rate 

as  of  5/24/91. 

Converted  at  the  average  rate  of  exchange  for  the  year 

ending  1 2/90.    E:  Estimate.    NA:  Not  available.    Sources:  Atlantic  Finance;  BZW  Puget  Mane;  IBES;  Morgan  Stanley  Capital  International  Perspective. 

Thanks  to  high  interest  rates,  the  lack  of  takeover  plays  and  a  slow  economy  this  year,  French  stocks  sell  at 
relatively  low  multiples.  Nevertheless,  these  solid  French  companies  could  turn  out  to  be  bargains. 


This  company  is  firmly  controlled  by 
an  alliance  of  the  Bettencourt  family 
and  Switzerland's  Nestle,  which  also 
owns  outright  L'Oreal's  U.S.  sales 
arm.  So  the  value  of  L'Oreal  is  not 
strictly  comparable  to  that  of  a  freely 
traded,  fully  integrated  American 
company.  L'Oreal  at  20  times  1990 
earnings  may  still  look  good  next  to 
Procter  &  Gamble  at  20,  since  Procter 
has  a  huge  array  of  nonbeauty  busi- 
nesses growing  at  varying  rates,  while 
L'Oreal  is  purely  and  successfully  in 
cosmetics. 

Alexandre  likes  L'Oreal  as  a  stock, 
but  he  prefers  the  nonvoting  partici- 
pation certificates  (trading  by  his  cal- 
culation at  about  10  times  earnings,  a 
50%  discount  to  the  voting  shares). 
He  argues  that  a  vote  isn't  worth 
much  against  the  alliance  that  runs  the 
company.  Also,  don't  forget  that 
many  French  companies  have  big, 
stable  shareholders — including,  of- 
ten, the  government.  The  state  owns 
most  of  Rhone-Poulenc,  for  instance, 
the  big  chemical  company  that  last 
year  bought  the  U.S.  pharmaceuticals 
concern  Rorer  Group. 

Why  is  France  cheap?  One  reason 
may  be  the  Socialist  badge  worn  by 
the  government.  In  fact,  says  Alex- 
andre, the  decade  of  Socialist  Presi- 
dent Francois  Mitterrand's  reign  has 
seen  a  dramatic  improvement  in 
France's  economic  prospects.  French 
Socialists,  despite  their  principles,  in 
practice  have  been  nearly  as  fiscally 
responsible  as  Thatcherites  in  recent 


years,  while  running  an  anti-inflation 
strategy  almost  as  rigorous  as  the 
Bundesbank's.  Mitterrand's  just-ap- 
pointed prime  minister,  Edith  Cres- 
son,  talks  of  interventionism  and  pro- 
tectionism, but  the  government's 
overall  direction  is  unlikely  to  change. 

French  inflation,  running  about 
3%,  is  nearly  as  low  as  Germany's.  At 
least  two  big  French  electronics  com- 
panies, already  state-controlled,  are 
crying  for  even  more  government 
succor  and  protection.  But  plenty  of 
others  are  determined  to  stand  up  to 
rivals  from  Germany,  the  U.S.  and 
even  Japan.  Take  a  gleaming, 
180mph  train  to  Lyon,  the  hub  of 
what  is  becoming  the  world's  most 
impressive  transportation  network. 
New  skyscrapers  and  shopping  cen- 
ters crowd  round  the  bustling  station, 
from  which  trains  will  soon  be  run- 
ning directly  to  Euro- Disneyland, 
Brussels  and  even  London.  You  could 
almost  mistake  the  place,  once  fam- 
ous for  little  besides  great  restaurants, 
for  a  dull  and  diligent  Japanese  city 
like  Nagoya. 

The  prospects  underpin  a  compel- 
ling case  for  such  French  names  as 
Cie.  Lyonnaise  des  Eaux-Dumez,  a 
growing  company  with  interests  in 
water  utilities  and  construction. 
Among  other  Alexandre  recommen- 
dations (see  table)  is  Alcatel  Alsthom, 
until  this  year  known  as  Cie.  Gcneralc 
d'Electricite.  The  firm  posted  a  20% 
gain  in  earnings  in  1990,  in  marked 
contrast  to  rivals  in  France  or  most 


other  countries.  Its  outlook  for  1991 
remains  bright;  it  has  stable  govern- 
ment customers  for  many  of  its  tele- 
communications and  transportation 
products. 

One  of  Alexandre's  favored  issues 
trades  as  American  Depositary  Re- 
ceipts in  the  U.S.:  nonvoting  partici- 
pation certificates  in  Rhone-Poulenc, 
listed  on  the  New  York  Stock  Ex- 
change. (U.S.  individual  investors 
may  prefer  the  dividend  treatment  of 
Series  A  certificates,  also  listed  on  the 
NYSE.)  But  the  big  U.S.  retail  brokers 
are  increasingly  able  and  willing  to 
execute  trades  of  French  and  other 
foreign  stocks  in  U.S.  dollars,  at  stan- 
dard commission  scales  (in  other 
words,  don't  expect  your  broker's 
usual  discount).  New  York- based 
Smith  New  Court  Carl  Marks  Inc.,  for 
instance,  handles  such  transactions 
for  A.G.  Edwards  clients.  Merrill 
Lynch  reckons  commissions  on  major 
French  shares  could  range  up  to  2%;  it 
deals  directly  in  some  shares,  through 
another  broker  on  others.  Dividends 
arc  posted  to  cash- management  ac- 
counts in  dollars  Remember, 
though,  that  fluctuating  currency 
rates  will  affect  the  dollar  value  of  the 
foreign  stock. 

A  more  liquid  alternative  is  the 
France  Growth  Fund,  which  trades 
Oil  the  New  York  Stock  Exchange  at  a 
15%  discount  to  the  value  of  its  com 
poneffl  stocks.  Drawback:  The  fund 
runs  an  annual  expense  ratio  of 
2.2%.  H 
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id  confirm  the  benefits  of  nuclear  energy, 

we  got  an  outside  opinion. 


In  the  words  of  the  President's  National 
Energy  Strategy,  "Nuclear  power  is  a 
proven  electricity-generating  technology 
that  emits  no  sulfur  dioxide,  nitrogen 
oxides,  or  greenhouse  gases." 
In  fact,  nuclear  energy  helps  reduce  air- 


borne pollutants  in  the  U.S.  by  over  19,000 
tons  every  day.  That's  because  the  111  nuclear 
plants  now  operating  in  this  country  don't 
burn  anything  to  generate  electricity. 

The  air  we  breathe  is  cleaner  because  of 
nuclear  energy.  But  we  need  more  nuclear 


plants.  Because  the  more  plants  we  have, 
the  more  energy  we'll  have  for  the  future 
of  our  planet. 

For  more  information,  write  to  the  U.S. 
Council  for  Energy  Awareness,  P.O.  Box 
66080,  Dept.  BE09,  Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 


>  1991 USCEA 
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New  issues?  They  are  by  and  large  a  sucker's  game. 
Don't  play  it  unless  (a)  you  can  get  them  at  the  inside 
price;  (b)  you're  buying  in  a  bear  market;  and 
(c)  you  get  rid  of  them  quickly. 

Getting  taken 

By  Mark  Hulbert 


One  of  thk  most  en- 
during stock  market 
myths  in  academia  is  that 
new  issues  are  a  great 
buy.  As  the  myth  runs, 
when  Widget  Co.  goes  public  at  $20  a 
share,  the  stock's  true  value  is  more 
like  $22,  and  brokers  are  doing  their 
customers  a  favor  in  cutting  them  in 
on  the  offering. 

In  academia,  the  myth  takes  the 
form  of  an  "anomaly"  that  the  fi- 
nance professors  carefully  carve  out 
from  their  cherished  efficient- market 
hypothesis.  This  hypothesis  declares 
that  all  stocks  are  rationally  priced  at 
all  times,  so  there  is  no  way  to  consis- 
tently beat  the  market;  the  anomaly  of 
bargain-price  new  issues  is  explained 
as  a  way  that  the  broker  rewards  good 
customers  for  other  business  they 
bring  to  the  firm. 

Some  reward!  While  some  brokers 
do  dole  out  small  amounts  of  the 
better  new-issue  deals  as  a  way  to 
reward  faithful  clients,  there  aren't 
many  such  deals,  and  if  there  are  you 
won't  get  much  of  them.  Most  new 


issues  are  overpriced,  not  under- 
priced,  and  they  don't  perform  well 
over  the  long  pull.  Why  should  they 
be  underpriced?  Companies  don't  go 
public  out  of  charitable  instinct. 

Suspicious  that  new  issues  were  not 
all  they  were  cracked  up  to  be,  Forbks 
set  out  six  years  ago  to  systematically 
study  their  long-term  performance. 
The  conclusion,  from  a  review  of 
1,922  initial  public  offerings  between 
the  mid  1970s  and  the  mid-1980s, 
was  this:  New  issues,  on  average,  do 
worse  than  the  overall  market 
(Forbks,  Dec.  2,  1985). 

The  magazine's  latest  analysis  cov- 
ers 2,223  companies  that  went  public 
between  the  beginning  of  1981  and 
the  end  of  April  of  this  year.  The 
conclusion  remains  that  a  strategy  of 
buying  new  issues  doesn't  work.  Yes, 
some  new  issues  do  spectacularly 
well — Microsoft  and  Am  gen,  to  name 
two.  But  the  average  new  issue  docs 
very  badly.  Someone  who  bought 
equal  dollar  amounts  of  all  2,223 
would  be  14%  poorer  today  (as  of  Apr. 
30)  than  someone  buying  the  s&  r  500 


index  on  each  of  the  dates  when  the 
new  issues  came  out.  Far  from  doing 
their  loyal  customers  a  favor,  brokers 
who  peddle  new  issues  are  simply 
overcharging  them. 

The  academics  are  coming  around 
to  the  view  that  new  issues  are  not  a 
good  long-term  buy,  because  their 
"excess"  returns  tend  to  come  quick- 
ly and  then  cease.  Thus,  while  aca- 
demic studies  in  the  1960s  and  1970s 
concluded  that  new  issues  are  priced 
below  their  true  values,  a  1991  analy- 
sis by  Associate  Professor  Jay  Ritter  of 
the  University  of  Illinois  at  Cham- 
paign-Urbana  comes  to  a  very  differ- 
ent sort  of  conclusion.  Ritter's  study 
found  that  while  the  average  new 
issue  has  a  first-day  gain  of  16.4%,  for 
at  least  three  years  thereafter  it  under- 
performs  the  stock  market  as  a  whole. 

No  question,  new  issues  do  often 
shoot  up  in  aftermarket  trading,  Dur- 
acell  International  being  a  recent  case 
in  point.  Taken  public  by  Merrill 
Lynch  on  May  2  at  $15,  it  spiked  to 
2 1  xh  the  next  day.  So  if  you  can  buy  a 
hot  issue  at  the  offering  price  and  sell 
quickly,  you  might  make  money — 
assuming  you  can  count  on  finding  a 
greater  fool  to  sell  to. 

As  for  the  eager  buyers  who  weren't 
allowed  in  at  the  offering  but  leap  to 
buy  at  rising  prices  in  the  aftermarket: 
They  are  indeed  greater  fools.  Sonic 
supporting  evidence  on  this  score 
comes  from  the  Hulbert  Financial 
Digest's  tracking  of  investment  news- 
letters, a  few  of  which  cover  new 
issues.  In  analyzing  them,  I  assume 
that  the  subscriber  cannot  act  on  a 
buy  recommendation  until  the  first 
day  of  aftermarket  trading. 

The  service  for  which  I  have  the 
most  data  is  New  Issues,  edited  by 
Norman  Fosback  and  Glen  Parker  of" 
the  Institute  for  Econometric   Re 
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A  tower  of  strength  you  might  say.  Or  as 
Bear  Stearns  put  it:  "Republic's  balance  sheet 
is  the  strongest  of  any  major  bank  in  the  U.S." 
And  Shearson  Lehman  Brothers  Inc.  added: 
"Based  on  safety  alone,  no  bank  can  touch 
Republic  New  York." 

With  good  reason.  Republic  today  ranks 
No.  1  among  large  U.S.  banks  in  the  ratio  of 
capital  to  risk-weighted  assets— a  key  measure 
of  strength  and  stability. 

If  you'd  like  to  know  more  about  a  bank 
whose  prime  priority  is  protecting  its  depositors' 


funds,  write  for  our  latest  Quarterly  Report  to: 
Information  Center,  Republic  National  Bank  of 
New  York,  Fifth  Avenue  at  40th  Street,  New  York, 
NY  10018.  Or  call  (212)  221-6056.  Outside  New 
York  City  (800)  522-5214. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 
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The  top-performing  new  issues 


Company/business 


Home  Depot/home  imp- 
Liz  Claiborne/Aomer  :  a 
King  World  Productions  .;ton 

US  HealthCare/- 
Cracker  Barrel  Old  C  erxe  stores 

Washington  Ff- 

Microsoft' 

Adobe  System  software 

Atlantic  Southeast  Air/airline 

AL  Williams/insurance 


offer1 

$0.47 
0.79 
1.11 
1.76 
132 


-Price- 


recent2 

$57.50 
43.88 
30.75 
44.75 
28.75 


Offer 
value 
($mil) 

$7 
22 
13 
20 
6 


Offer 


9/30/81 
6/30/81 
12/7/84 
2/11/83 
11/30/81 


actual 

12,031% 
5,440 
2,668 
2,448 
2,083 


%  gain- 


relto 
S&P5003 

3.755 
1,937 
1,196 
1,002 
735 


Underwriter 


Bear  Steams 
Merrill  Lynch 
PaineWebber 
Mernll  Lynch 
JC  Bradford 


1.59 

33.25 

11 

1/17/83 

1.998 

822 

EF  Hutton5 

5.25 

99.00 

59 

3/14/86 

1,786 

1,188 

Goldman  Sachs 

2.75 

51.75 

6 

8/15/86 

1,782 

1,239 

Hambrecht  &  Quist 

1.63 

28.00 

5 

12/28/82 

1,622 

650 

Robinson-Humphrey 

1.60 

23.17 

9 

12/28/82 

1.348 

601 

self 

New-issue  bombs 

Company/business 

Offer 
value 

Offer 
date 

Underwriter 

offer1 

recent2 

($mil) 

Televideo  Systems/computer  equipment 

$18.00 

$0.227 

$113 

3/31/83 

LF  Rothschild8 

Worlds  Of  Wonder/toys6 

18.00 

0.00 

108 

6/20/86 

Smith  Barney 

Victor  Technologies/computer  equipment 

280.00 

0.387 

79 

3/31/83 

LF  Rothschild8 

VestronAndeo  distribution 

13.00 

0.13 

70 

10/11/85 

Mernll  Lynch 

General  Homes/residential  builders 

19.00 

0.067 

67 

6/30/83 

Shearson  Lehman 

Priam/computer  equipment 

17.00 

0.067 

65 

6/21/83 

Hambrecht  &  Quist 

Elxsi/computer  equipment 

12.00 

0.13 

60 

11/10/83 

Mernll  Lynch 

AmeriFirst  Bank/thnft 

8.00 

0.01 

57 

11/7/86 

PaineWebber 

Mediagenic/computer  software 

60.00 

0.02 

48 

6/9/83 

Morgan  Stanley 

TGX/oil  &  gas  exploration 

13.00 

0.13 

46 

6/30/81 

Mernll  Lynch 

'Per  common  share  adjusted  for  splits.    2As  of  Apr.  30.    The  percentage  by  which  $100  invested  in  the  stock  exceeds  the  ending  value  of  $1  invested 
intheS&P500.    'Acquired.    *Now  part  of  Shearson  Lehman  Brothers,    bankrupt.    'Most  recent  quote  available.    •Subsidiary  of  Franklin  Financial. 


Only  a  handful  of 
new  issues  of  the 
past  decade 
produced 
extraordinary 
gains  (above).  Of 
the  2,223  stocks 
that  went  public 
from  January  1981 
to  April  1991, 
161  lost  98%  or 
more  of  their 
value.  At  left  are 
the  biggest 
disasters. 


Sources.  Security  Data  Co.,  Wilshire  Associates. 


search  in  Fort  Lauderdale,  Fla.  This 
newsletter  has  recommended  over 
100  new  issues  since  January  1983.  I 
calculate  that  the  letter  lagged  the 
market  by  a  huge  margin,  achieving  a 
compound  annual  total  return  of  just 
5%  over  this  period,  in  contrast  to  the 
s&pSOO's  17%. 

How  can  it  be  that  new  issues  are  so 
consistently  terrible?  Why  hasn't  the 
investing  public  wised  up?  The  aca- 
demics haven't  yet  fully  explained  this 
market  anomaly,  but  I  can  offer  two 
theories.  The  first  is  psychological.  It 
says  that  people  are  more  likely  to 
remember  a  new-issue  success  than  a 
new-issue  failure.  Ask  a  seasoned  mar- 
ket watcher  for  the  names  of  some 
successful  new  companies  of  the  past 
decade  and  he  may  have  no  difficulty 
rattling  off  examples  like  these:  Liz 


Claiborne,  Microsoft,  Am  gen.  These 
issues  are  memorable  because  the 
companies  in  question  are  still  around 
and  very  visible.  But  your  historian 
would  have  to  think  harder  to  remem- 
ber Televideo  Systems,  Worlds  Of 
Wonder  and  Victor  Technologies  (see 
table  above).  These  were  big  issues, 
raising  more  dollars  in  their  initial 
offerings  than  the  three  successes 
cited.  They  are  forgotten  because 
they  wiped  out  their  initial  investors 
and  aren't  around  to  remind  us  of 
what  happened.  The  net  effect  of 
these  selective  memories  is  that  inves- 
tors are  likely  to  think  that  new  issues 
do  better  than  they  in  fact  do. 

The  second   theory  on   the   new 
issue  anomaly  is  more  cynical.  It  says 
that  brokers  continue   to  sell   over 
priced  stocks  because  they  are  given 


an  incentive  to  sell  them.  The  typical 
underwriting  margin  on  a  new  issue  is 
over  7%,  of  which  the  retail  broker 
w  ho  makes  the  sale  pockets  about  a 
third  or  more.  For  handling  a  trade  on 
an  existing  stock,  a  brokerage  firm 
would  get  a  commission  of  only  1%  to 
2%,  and  the  broker  would  pocket  at 
best  45%  of  the  commission. 

If  you  are  determined  to  play  the 
new-issues  market,  here  are  a  few  tips 
to  improve  your  performance. 

First,  if  you  throw  enough  business 
to  your  broker  that  he  owes  you  a 
favor,  take  advantage  of  it  to  get  in  on 
the    new     issues    that    are    oversub 
scribed.  Avoid  the  ones  that  are  avail 
able  in  unlimited  amounts 

second,  sell  quickly.  Someday 
word  on  the  miserable  aftcrmarkct 
performance  of  new   issues  will  leak 
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worth  rememberin 


•  • 


...  as  a  major  force  in  energy. 

Working  interests  in  eight  million  net  acres  and  total  reserves 
of  almost  one  billion  barrels  of  oil  equivalent  make  our  energy 
subsidiary,  PanCanadian  Petroleum,  one  of  the  largest  hydrocar- 
bon producers  in  Canada.  PanCanadian  intends  to  build  on  its 
enviable  competitive  position  with  aggressive  exploration, 
development  and  acquisition  programs. 

Our  energy  interests  also  include  Fording  Coal,  one  of  the  world's 
most  efficient  coal  companies.  Fording  has  two  billion  tons  of 
metallurgical  and  thermal  coal  reserves  in  Western  Canada  and 
supplies  coal  to  industries  around  the  world. 

Energy— just  one  of  the  valuable  assets  that  makes  Canadian 
Pacific  Limited  a  name  worth  remembering. 


Transportation  and  Waste  Services  •  Energy  •  Forest  Products  •  Real  Estate  and  Hotels  •  Telecommunications  and  Manufacturing 


Canadian  Pacific  Limited 
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The  biggest  underwriters 


Underwriter 

Merrill  Lynch 

Goldman  Sachs 

First  Boston 

Shearson  Lehman  Brother 

Morgan  Stanley 

Salomon  Brothers 
Drexel  Burnham  Lambert* 
Alex  Brown  &  Sons 
EF  Huttont 
Bear  Stearns 


Number 

-•%  of 

issues  that — 

— Average  performance — 

Total 

of 

went 

beat  the 

actual 

relto 

offer  val 

issues 

up 

market 

S&P  500 

($mil) 

r/o 

52% 

36% 

72% 

103       • 

$10,584 

93 

65 

46 

77 

419 

9,879 

62 

68 

45 

61 

112 

7,441 

113 

54 

44 

49 

100 

6,932 

73 

60 

44 

62 

109 

6,354 

72 

56 

40 

35 

90 

6,236 

131 

50 

37 

33 

91 

5,387 

185 

51 

40 

74 

109 

4,738 

91 

49 

33 

53 

86 

3,630 

68 

50 

35 

197 

140 

3,476 

Brokers  are 
ranked  by  the  total 
offer  value  of 
new  stock  issues 
since  January 
1981.  Our  study 
covered  only 
offerings  that 
raised  at  least 
$5  million  and 
were  priced  at 
$5  or  more. 


'Bankrupt.    tNow  part  of  Shearson  Lehman  Brothers. 


out.  Then  the  supply  of  greater  fools 
will  shrink  and  you  may  get  stuck 
holding  a  bad  stock. 

Third,  avoid  new  issues  during 
those  periods  when  the  most  new 
issues  are  coming  to  market — such  as 
right  now.  Why?  Because  underwrit- 
ers tend  to  exploit  periods  of  specula- 
tive excess  in  the  new-issues  market  by 
bringing  an  inordinate  amount  of 
junk  to  market.  Look  at  the  table 
below,  showing  new-issue  perfor- 
mance year  by  year.  The  classes  of 
1983,  1986  and  1987  were  by  far  the 
largest  since  1981  and,  not  surpris- 
ingly, had  among  the  worst  perfor- 
mances relative  to  the  market.  During 
those  years  when  there  was  less  enthu- 
siasm for  new  issues,  in  contrast,  un- 


derwriters were  forced  to  bring  to 
market  a  smaller  number  of  higher- 
quality  companies  at  a  better  price. 
The  classes  with  the  highest  relative 
performance  were  1982, 1988, 1989, 
which  are  the  three  classes  with  the 
fewest  members. 

Finally,  avoid  offerings  whose  lead 
underwriters  have  bad  records;  see 
the  underwriter  table  above. 

A  brief  note  on  the  methodology 
behind  the  statistics  in  these  tables. 
Forbes  compared  the  original  offer- 
ing price,  adjusted  for  splits,  with  the 
most  recent  price.  Thus,  the  perfor- 
mance numbers  understate  how 
much  money  the  average  buyer 
would  have  lost,  since  average  buyers 
in  many  cases  had  to  pay  more  in  the 


Don't  buy  when  the  market  is  hot 

Year 

Number  of 

actual 

relto 

relto 

issues 

S&P  500 

Nasdaq 

1981 

174 

125.5% 

87 

103 

1982 

44 

185.4 

115 

138 

1983 

445 

40.0 

71 

90 

1984 

165 

65.5 

84 

97 

1985 

191 

50.9 

84 

100 

The  worst  years 
to  buy  new  issues 
are  the  years 
when  a  lot  of 
new  issues 
are  coming  out. 


1986 

468 

19.3 

79 

90 

1987 

351 

4.7 

88 

96 

1988 

123 

45.9 

106 

116 

1989 

116 

32.1 

117 

123 

1990 

123 

13.3 

103 

91 

1991* 

23 

26.1 

122 

118 

Average 
Total 


40.1 


98 


2,223 


'Performance  as  of  Apr.  30. 


after  market. 

In  two  other  respects  as  well, 
Forbes  is  being  too  easy  on  new 
issues.  The  Forbes  database  excludes 
those  new  issues  whose  initial  offering 
price  is  under  $5  or  whose  total  offer- 
ing size  is  under  $5  million.  This 
biases  the  results  in  favor  of  new 
issues,  since  it  removes  from  consider- 
ation the  penny  stock  market,  where 
bankruptcies,  overpricings  and  out- 
right frauds  are  the  most  common. 
Second,  Forbes  ignored  dividend 
payments,  which  are  much  higher  on 
the  s&P  500  used  as  a  benchmark  than 
on  new  issues. 

In  contrast,  the  Hulbert  Financial 
Digest  gives  no  credit  for  first-day 
gains  and  does  include  dividends  in  its 
performance  numbers. 

In  the  tables,  "relative  perfor- 
mance'1 is  calculated  as  follows:  Di- 
vide the  ending  value  of  $100  invest- 
ed in  the  new  issue  by  the  ending 
value  of  $1  invested  on  the  same  date 
in  the  s&P  500.  Thus,  a  relative  perfor- 
mance of  100  means  that  the  stock 
did  the  same  as  the  market.  If  the 
newly  public  company  was  bought 
out,  its  ending  value  is  the  acquisition 
price  and  the  comparison  is  with  the 
s&P  on  the  buyout  date. 

As  you  can  see  from  the  tables, 
buying  initial  public  offerings  is  one  of 
the  dumber  ways  to  invest.  M 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 
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Risk  control  for  businesses  that  bruise  easily* 


When  you  ship  $1.2  billion  worth  of  bananas 
worldwide,  a  small  flip'  in  currency  exchange  rates 
could  make  a  big  difference  in  profits. 

Chiquita,  like  many  smart  international  compa- 
nies, gets  a  good  grip  on  those  risks  with  currency 
options  at  the  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  of  all  the  exchange  traded 
currency  worldwide  was  traded  on  the  CME's  Inter- 
national Monetary  Market,  they've  found  it  easy  to 
slip  in  and  out  of  currency  options  quickly. 

"The  IMM  is  where  all  information  that  impacts 
foreign  exchange  prices  comes  together,"  says  David 
Groelinger,  Chiquita  Vice  President.  "That's  where 
the  most  efficient  pricing  takes  place." 

Now,  it  will  become  even  more  efficient  with  the 
launch  of  GLOBEX— the  computer  network 
that  expands  futures  and  options  trading 
around  the  world,  around  the  clock. 


\ 


If  you're  like  the 

top  bananas  at  Chiquita, 

and  don't  want  your  international  earnings  frittered 

away,  the  CME's  currency  futures  and  options  should 

hold  great  appeal  for  you. 

.'isiv.  CHICAGO 
ssssss  MERCANTILE 
^W  EXCHANGE® 

The  Exchange  of  Ideas 

1-800-331-3332  (U.S.  toll  free)  1-312-930-8213  (Chicago)  071-920-0722  (London)  03-3595-2251  (Tokyo) 
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If  a  flood  of  dubious  initial  public  offerings  is  a  sign  of 
a  market  top,  be  prepared  for  trouble.  The  recent 
crop  of  IPOs  includes  some  real  doozies. 

There's  an  IPO 
buyer  born 
every  minute 


By  Claire  Poole 

The  market  for  new  is- 
sues is  hot.  Companies, 
mostly  smallish  ones, 
sold  $6.2  billion  worth 
of  new  stock  in  May. 
This  was  the  highest  monthly  volume 
since  the  $6.6  billion  in  March 
1987 — a  bad  sign,  since  the  last  peak 
preceded  the  October  1987  crash  by 
only  seven  months. 

Why  the  flood?  It's  hard  to  borrow 
money  now,  but  with  the  suckers 
biting  on  new  issues,  it's  relatively 
easy  to  raise  money  that  way.  That's 
one  reason.  The  other  is  that,  with  the 
stock  market  close  to  alltime  highs,  a 
lot  of  insiders  want  to  cash  in,  and  the 
public  seems  eager  to  help  them. 

Some  of  the  merchandise  is  fairly 
good,  but  some  real  stinkers  are  being 
fobbed  off  on  a  public  susceptible  as 
always  to  hot  trends.  Take  ow  Office 
Warehouse  in  Virginia  Beach,  Va. 
Like  competitors  Office  Depot  and 
Staples,  Office  Warehouse  operates 
office  supply  superstores.  The  compa- 
ny, which  had  $80  million  in  sales  last 
year,  raised  $29  million  in  its  initial 
offering  last  May,  in  part  to  expand 
southward,  tripling  the  number  of 
stores  to  about  70  by  the  end  of  1992. 
ow's  prospectus  is  quite  a  come-on, 
replete  with  glossy  store  photo- 
graphs. Its  numbers  are  much  less 
impressive,  ow  has  racked  up  $6.9 
million  in  net  losses  over  the  past  two 
years,  and  may  report  another  loss  this 
year.  So  why  invest  in  Office  Ware- 
house instead  of  in  Office  Depot? 
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Management  brags  that  it  operates 
under  a  "decentralized  management 
strategy,"  with  stores  ordering  their 
own  merchandise  and  with  the  "deci- 
sion making  process  as  close  to  the 
customer  as  possible."  Wait  a  minute. 
If  this  strategy  works,  why  isn't  the 
company  making  money  like  its  ecu 
trally  run  competitors? 

Watch  out  for  companies  that  have 
products  "in  development."  Such  is 
the  case  of  Isis  Pharmaceuticals  in 
Carlsbad,  Calif.  Lead  underwriter 
Morgan  Stanley  originally  priced  Isis 
at  $14  for  each  of  its  3  million  shares, 


but  downgraded  it  to  $10  and  2.5 
million  shares  when  buyers  yawned. 

No  wonder:  Isis  has  no  product 
sales  and  has  lost  $8.4  million  since 
inception.  Its  product — antisense  oli- 
gonucleotides, a  new  class  of  drugs  to 
fight  various  diseases,  such  as  her- 
<  pes — is  not  patented,  and  far  from 
Food  &  Drug  Administration  ap- 
proval for  testing. 

Beware  of  new  issues  that  highlight 
the  sexier  part  of  their  business  when 
most  of  their  sales  are  in  a  less  profit- 
able operation.  Witness  Western  En- 
ergy Management,  a  Sacramento, 
Calif,  concern  that  went  public  at  $3  a 
share  last  February  as  a  spinoff  from 
Aniex-traded  Conversion  Industries. 
In  its  prospectus  the  company  claims 
it  provides  energy  and  water  conser- 
vation services  to  cities,  hospitals  and 
schools.  It  calls  its  niche  "one  of  the 
new  growth  industries  of  the  1990s." 
It  quotes  Energy  Secretary  James 
Watkins  on  the  need  for  "increased 
energy  efficiency." 

But  if  you  look  at  the  company's 
financial  statements,  you'll  discover 
that  over  90%  of  Western  Energy 
Management's  $5.8  million  in  sales 
actually  comes  from  a  formerly  bank- 
rupt air-conditioning  contractor  with 
which  it  merged  in  November.  Re- 
gardless, Western  Energy  Manage- 
ment's stock  surged  on  the  American 
Stock  Exchange  to  \SlA,  and  recendy 
traded  around  10.  This  gives  the  com- 
pany a  $50  million  market  valuation, 
breathtaking  for  an  entity  that  made 
$610,000  last  year  and  has  a  tangible 
book  of  minus  $2.5  million. 

Pay  particular  attention  if  an  un- 
usually large  amount  of  the  proceeds 
goes  to  insiders  who  are  cashing  out. 
Take  a  look  at  Education  Alternatives, 
a  Minneapolis  company  that  provides 
management  and  consulting  services 
to  both  public  and  private  schools. 
The  company  raised  around  $6  mil- 
lion in  a  public  offering  in  May.  Over 
$500,000  of  that  went  to  pay  back 
loans,  fees  and  deferred  compensa 
tion  to  insiders.  Another  $1.2  million 
went  to  pay  down  debt  to  unrelated 
parties.  After  offering  expenses  mk\ 
commissions,  and  some  other  items, 
that  leaves  Education  Alternatives 
about  $3  million  to  provide  "a  solu- 
tion  to  the  well-documented  crisis  in 
American  education." 

The  $2.2  million  (sales)  company 
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When  you're  traveling  abroad, 
it's  nice  to  hear  a  familiar  voice. 
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Bobbi  Coney 
AT&T  Operator 
Pittsburgh.  PA 


The  language  may  be  difficult. 

The  food  may  be  different. 

The  custonts  may  be  unfamiliar. 

But  making  a  phone  call  back  to  the 
States  can  be  easy. 

Just  dial  the  special  AT&T  USADirect® 
access  number  for  the  country  you're  in. 

Within  seconds,  you're  in  touch  with 
an  AT&T  Operator  in  the  U.S.  who  can 
help  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1 800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT&T 
USADirect  access  nambers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory. 


AT&T  USADirect  Service. 

\bur  express  connection  to  AT&T  service. 


©  1990  AT&T 


AT&T 

The  right  choice. 
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Goldstar  Offers  Line  of 
Floppy  Disks 
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GoldStar 
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Goldstar  floppy  disks  are  now  avail- 
able in  both  3.5-inch  and  5.25-inch 
sizes  in  both  high  density  and  dou- 
ble density  formats.  All  Goldstar 
disks  are  100  percent  certified  error 
free  and  are  IBM-compatible.  Gold- 
star floppy  disks  are  rated  with  a 
clipping  level  of  65  percent  and 
come  with  a  life-time  warranty.  For 
more  information  contact:  Goldstar 
Electronics  Int'L,  Inc.,  1000  Sylvan 
Avenue,  Englewood  Cliffs,  NJ 
07632  or  call  (201)  816-2000. 

One  For  All  Introduces  Its 
Line  of  Home  Safety  and 
Security  Products 

Universal  Electronics  Inc.  —  one  of 
the  largest  developers  and  manu- 
facturers of  universal  remote  con- 
trols, best  known  for  its  brand  "One 
For  All";  is  expanding  its  leader- 
ship role  by  applying  its  technolog- 
ical superiority  and  marketing 
experience  to  broaden  its  consumer 
product  line.  Recently  the  company 
acquired  the  "Eversafe"  line  of 
home  safety  and  security  products 
from  Eveready  Battery  Co.  (a  divi- 
sion of  Ralston  Purina).  The  "Ever- 
safe"  product  line  was  introduced  in 
1988  and  currently  has  11  products. 
For  information  contact  Mr.  Steve 
Garvin  at  (216)  657-2616. 


Revolutionary  Fisher  "Binocular- 
Design"  Camcorder  Uses  Artificial 
Intelligence 

Fisher's  new  FVC880  cam- 
corder increases  picture 
clarity  due  to  hori- 
zontal design  that 
affords  stable  and 
comfortable,  two- 
handed  operation. 
But  that  only 
touches  the  surface 
of  the  Fisher  FVC880.  New  "Fuzzy       Lassen 


Logic"   artificial    intelligence   cir-       91311-2329. 


JABRO  —  Manufacturer 
of  Telepower  Batteries 
Introduces  New  Commercial 
Catalog 


JABRO  Batteries,  Inc.,  the  manu- 
facturer of  Telepower  brand  cam- 
corder and  cordless  telephone 
batteries  recently  introduced  its 
new  commercial  catalog  which 
describes  batteries  for  use  in  com- 
mercial radio  communication 
equipment.  The  catalog  includes 
many  new  and  improved  battery 
products  for  use  in  land-mobile 
radios  such  as  used  by  fire  depart- 
ments, police  departments  and 
security  services.  Well  over  400  dif- 
ferent battery  styles  are  described 
in  this  new  catalog  which  is  keyed 
to  the  commercial  two-way  radio 
and  pocket  paging  markets.  For 
more  information,  contact  JABRO 
at  1938-A  University  Lane,  Lisle, 
IL  60532-2150,  800-323-3779. 


cuitry  evaluates 
lighting  conditions 
and  subject  posi- 
tion for  quicker  and 
more  accurate  auto- 
matic adjustments 
in  focusing  and  iris 
control,  producing 
the  best  picture 
possible.  Sanyo 
Fisher  (USA)  Cor- 
poration, 21350 
Street,    Chatsworth,    CA 


Napa  Valley  Box  Company 
Announces  Its  New 
Expandable  Storage 
Systems 

Handcrafted  from  beautiful  solid 
oak  with  select  hardwood  dowels, 
this  truly  versatile  and  innovative 
storage  system  is  designed  to 
accomodate  all  of  your  storage 
needs.  Model  DS-3  (pictured)  holds 
up  to  192  compact  discs,  69  video 
tapes  or  HI  cassettes  and  has  a  sug- 
gested retail  price  of  $49.99.  A 
higher  capacity  (Model  DS-5)  ver- 
sion is  also  available  that  holds  up 
to  320  CD's,  115  video  tapes  or  185 
cassettes  with  a  suggested  retail 
price  of  $79.99.  Additional  shelf 
units  (model  DS-1,  suggested  retail 
price  $19.99)  are  available  to 
expand  your  system  as  needed.  For 
more  information,  contact  NAPA 
Valley  Box  Company,  529  Martin 
Avenue,  Rohnert  Park,  CA  94928, 
800-424-2269. 
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has  already  lost  $6.6  million  since  its 
1986  inception,  had  negative  work- 
ing capital  of  $2.7  million  before  the 
offering  and  expects  that  "additional 
financing  may  also  be  necessary  for 
fiscal  1992  operating  purposes."  Still, 
the  offering  sold  out. 

Beware  of  projections,  too,  espe- 
cially by  underwriters  hitting  the  road 
with  dog  and  pony  shows.  Take  a  look 
at  Maverick  Tube  Corp.,  which  man- 
ufactures oil  and  gas  piping  out  of 
Chesterfield,  Mo.  While  on  a  road 
show,  lead  underwriter  PaineWebber 
talked  up  projections  that  Maverick's 
earnings  would  rise  from  $1.59  a 
share  in  1990  to  $2.15  in  1991  and 
$2.80  in  1992.  Based  on  those  pro- 
jections, Donald  Herman,  stock  pick- 
er for  William  D.  Witter,  counted 
Maverick  among  his  picks,  saying  in 
the  Apr.  1  issue  of  Barron's  that  it 
should  be  close  to  a  "$200  million 
revenue  company"  by  1992. 

Wall  Street  went  wild,  pushing 
Maverick's  stock  from  its  new-issue 
price  of  13Vfc  in  March  on  the  Amex  to 
a  high  of  16%  in  early  April.  But  on 
Apr.  15  the  company  reported  that — 
oops — orders  for  March  and  April 
weren't  coming  in  as  planned  because 
of  "weakening  oil-  and  gas-drilling 
activity."  Analysts  dropped  their 
earnings  estimates,  and  the  stock  is 
now  hovering  around  10. 

Dallas- based  Spectrum  Informa- 
tion Technologies  takes  the  prize. 
This  month  Spectrum  wants  to  raise 
$10.7  million  at  $1.85  a  unit  in  a 
secondary  offering.  It  makes  the  little 
connectors  in  cellular  fax  machines. 
Nice  business,  right?  Not  exactly. 

If  you  read  the  prospectus,  you'll 
discover  that  Spectrum  has  racked  up 
a  $13.8  million  deficit  since  its  1984 
inception,  defaulted  on  a  $3.5  million 
loan,  was  delisted  from  Nasdaq  for 
falling  below  minimum  capital  re- 
quirements and  is  currently  under 
investigation  by  the  SEC — along  with 
its  underwriter — for  manipulation  of 
the  company's  stock.  For  Spectrum,  it 
could  be  that  going  public  is  an  alter- 
native to  going  into  Chapter  11. 
When  merchandise  like  this  hits  the 
market,  look  out. 

Is  the  epidemic  of  new  equity  offer- 
ings a  sign  of  a  market  top  or  just  a 
little  burst  of  speculative  activity  by 
people  with  short  memories?  Either 
way  it's  a  cautionary  sign.  WM 
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Government-Backed  Quality 

VANGUARD'S  LOWER  COSTS 
MEAN  HIGHER  GNMA  YIELDS. 


If  you  are  seeking  high  current 
income  and  relative  safety,  consider 
the  Vanguard  GNMA  Portfolio. 

This  actively  managed  portfolio 
invests  in  U.S.  Treasury-backed 
AAA-rated  Ginnie  Mae  Certificates. 
In  addition  to  the  traditional  low- 
risk  and  high  yield  of  Ginnie  Mae 
investments,  this  Portfolio  offers 
the  extra  benefits  of  Vanguard's 
cost  advantage.  For  example,  the 
Portfolio's  annual  operating  costs, 
as  a  percentage  of  net  assets,  are 
less  than  one-third  the  average  for 
a  fixed  income  fund— 0.31%  vs. 
1.08%.*  And  all  things  being  equal, 
lower  costs  mean  higher  yields. 

The  Federal  guarantee  assures 
timely  payment  of  principal  and 
interest  on  Ginnie  Maes  and  mini- 
mizes credit  risk.  The  share  price 
and  yield,  of  course,  will  fluctuate 
with  interest  rates.  Initial  invest- 
ment in  this  commission-free 
Portfolio:  $3,000;  $500  for  IRAs. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day 

For  a  Free  GNMA  Portfolio 

Information  Kit. 

*Lipper-Director's  Analytical  Service. 

| 1 

Please  send  me  a  free  GNMA  Portfolio 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money.  Also  send 
me  information  on: 
□  IRA  (71)    DKeogh/Pension(70) 

Vanguard  GNMA  Portfolio 

P.O.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address  . 


City. 

(28) 


.  State . 


Zip. 
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Biotech  stocks  have  zoomed  in  recent  months. 
Time  to  sell?  Or  buy  more? 

Recombinant 
stock  prices 

By  Fleming  Meeks  and  Mary  Beth  Grover 


If  you  need  to  be  re- 
minded that  biotechnol- 
ogy stocks  trade  more 
on  emotion  than  on  fun- 
damentals, consider  the 
Apr.  2  underwriting  for  Regeneron 
Pharmaceuticals.  The  three-year-old 
Tarrytown,  N.Y.-based  firm  has  no 
patents  and  no  drugs  in  even  the 
earliest  stages  of  clinical  trials.  Yet 
with  an  offering  price  of  $22,  the 
market  was  saying  this  entity  was 
worth  $338  million — three  times  its 
tangible  net  worth. 

What  else,  besides  some  cash  in  the 
bank,  would  that  $338  million  have 
bought  you?  "The  company  has  dis- 
covered and/or  produced  and  char- 
acterized certain  naturally  occurring 
human  proteins,"  states  the  prospec- 
tus for  the  offering,  in  which  Merrill 
Lynch  was  lead  underwriter.  The  pro- 


spectus continues:  "Regeneron  be- 
lieves that  these  proteins  have  the 
potential  to  be  developed  as  drugs  for 
the  treatment  of  various  neurological 
diseases,  including  Parkinson's  dis- 
ease [and]  Alzheimer's  disease." 

Note  the  word  "potential."  The 
Regeneron  offering  is  as  if  some 
bright  retailers  got  together  and  went 
public,  announcing  that  they  had  no 
stores  as  yet,  just  some  potential  sites 
where  they  hoped  to  sell  dresses 
someday  and  make  a  profit.  Regen- 
eron had  originally  planned  to  raise 
$52  million  in  the  offering,  but  the 
demand  for  the  stock  was  so  high 
that  the  offering  was  upped  to  $99 
million. 

Here's  what  will  have  to  happen  if 
buyers  of  the  stock  at  the  new-issue 
price  are  to  earn  a  decent  return.  Let's 
say  the  company  succeeds  in  develop- 


Biotech's  bumpy  ride 
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Biotech  stocks 
move  in  cycles,  ris- 
ing on  good  news 
and  falling  on  no 
news.  Anticipa- 
tion of  each  new 
FDA  approval 
pushes  the  whole 
group  up,  and  the 
approvals  attract 
enough  new  in- 
vestors to  keep  the 
rally  going— for  a 
while. 
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ing  a  Parkinson's-fighting  drug,  get- 
ting a  patent,  taking  it  through  four 
stages  of  trials  and  winning  federal 
approval  by  1998 — about  the  earliest 
even  bullish  analysts  expect  is  likely. 
By  the  year  2000  the  new  drug  would 
have  to  be  generating  revenues  in  the 
neighborhood  of  $400  million.  (That 
would  mean  80,000  patients,  out  of 
what  Regeneron  claims  is  a  potential 
market  of  6  million,  spending  $5,000 
annually  on  the  drug.) 

That,  in  turn,  could  produce  net 
profits  of  around  $60  million,  or 
$2.75  a  share,  assuming  that  the  exist- 
ing capitalization  of  15  million  shares 
is  diluted  to  22  milllion  shares  by 
then.  Now,  give  the  company  a  gener- 
ous price/earnings  ratio  of  40,  and 
Regeneron's  shares  would  be  trading 
at  1 10.  That  gives  a  new-issue  buyer  a 
20%  annual  return  on  his  shares. 
That's  only  if  everything  goes  right.  A 
big  if. 

Regeneron  caught  investors  at  the 
peak  of  the  biotech  market's  frenzy, 
and  speculators  looking  to  flip  their 
stock  for  quick  profits  got  burned. 
Regeneron's  shares  fell  like  a  stone  to 
a  recent  12y4.  At  that  price,  Oppen 
heimer  &  Co.  biotech  analyst  Jeffrey 
Casdin  thinks  the  prospects  of  earn- 
ing a  decent  long-term  return  seem 
more  plausible.  He's  recommending 
Regeneron,  in  small  doses,  to  diversi- 
fied biotech  investors. 

Anyone  looking  to  jump  into  the 
gene  pool  right  now  would  do  well  to 
look  back  on  the  brief  history  of  bio 
tech  stocks,  which  now  number  some 
200  publicly  held  firms.  Biotech 
stocks  move  in  cycles  (see  chart), 
which  are  greatly  exaggerated  vet 
sions  of  the  cycles  experienced  by  the 
broader  market .  These  days,  the  cycle 
is  near  the  top. 

What  drives  the  market  cycles?  Pat- 
ents and  the  food  &  Drug  Adminis- 
tration. For  instance,  Amgen  (fiscal 
1991  revenues,  $381  million)  scored 
recently  with  a  patent  case  relating  to 
one  drug  and  FDA  approval  for  anoth 
er.  Since  the  beginning  of  the  year, 
Amgen  has  seen  its  stock  use  from 
62 '/t  to  1 22'/4,  pushing  its  market  i  ap 
to  $5  billion.  Overall,  biotech  stocks 
have  followed,  rising  nearlv  80%, 
while  the  S&P  500  has  risen  20 

But  it  historical  patterns  repeat,  the 
biotech  group  will  slide  again    I  \am 
pie:  In  late  1982  the  PDA  gave  appro* 
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Sharp  Is  The  No.  1  Pax  In  America. 
Shouldn't  Sharp  Be  Your  No.l  Consideration? 
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FO-6000 


Today,  new  business  needs  demand  new 
thinking  about  fax  technology.  Sharp 
Thinking.  It's  why  of  over  70  brands, 
Sharp  has  sold  more  fax  machines  than 
any  other  company  in  America. 

Sharp  Thinking  made  the  world's 
first  desktop  mil  color  fax  a  reality.  And 
created  affordable  plain  paper  laser  fax 
machines  that  produce  documents 
of  unsurpassed  quality.  That 
same  innovative  thinking  is  built 
into  every  Sharp  fax. 
With  more  Sharp  fax  machines  in 
use  across  the  country,  you're  more 
likely  to  connect  to  a  Sharp  fax.  In 
most  cases  that  gets  you  faster  trans- 
mission speeds  and  saves  you  money  on 
telephone  line  charges.  Don't  be  fooled 
by  competitive  claims.  When  you're 
thinking  fax,  you  would  be  smart  to 
think  Sharp. 

To  learn  more  about  the  number 
one  selling  line  of  fax  machines,  call 
1-800-BE-SHARP 
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FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 
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al  to  the  first  genetically  engineered 
drug,  Genentech's  human  insulin. 
Biotech  stocks,  it  seemed,  were  for 
real.  Over  the  next  six  months  the 
company's  stock  doubled,  and  a  rash 
of  public  offerings  for  fledgling  bio- 
tech  firms  followed.  Among  them: 
Am  gen  and  Immunex  Corp.,  which 
were  six  and  eight  years  away,  respec- 
tively, from  bringing  their  first  prod- 
ucts to  market. 

In  the  absence  of  more  good  news 
on  the  biotech  front,  however,  the 
excitement  cooled,  and  over  the  next 
12  months  biotech  stocks  fell  back 
almost  30%.  Amgen,  which  debuted 
at  $9  (split-adjusted),  fell  to  3  and 
didn't  fetch  its  offering  price  again  for 
over  two  years.  Immunex,  which 
came  out  at  $1 1 ,  dropped  to  6  almost 
immediately. 

But  hope  springs  eternal  from  each 
new  drug  approval.  Genentech's  hu- 
man growth  hormone  in  1985; 
Schering- Plough's  alpha  interferon  in 
1986;  Genentech's  clot- dissolving 
t-PA  in  1987;  and  Amgen's  erythro- 
poietin for  treatment  of  anemia  in 
dialysis  patients  in  1989 — each  new 
approval  set  off  a  rally,  opening  the 
window  for  a  new  round  of  initial 


public  offerings  and  secondary  offer- 
ings. In  each  case,  biotech  stocks  sub- 
sequendy  swooned.  The  trick  is  to 
catch  them  after  the  swoon. 

Even  steady  success  at  product  de- 
velopment, however,  does  not  neces- 
sarily guarantee  riches  to  investors. 
Genentech's  t-PA,  for  example,  was  a 
disappointment,  proving  only  mar- 
ginally more  effective  than  a  cheaper, 
nonbiotech  heart  drug.  Genentech  is 
one  of  the  great  successes  in  this 
industry,  yet  its  stock  is  trading  at  only 
twice  the  1980  high. 

The  latest  biotech  wave  began  early 
this  year  in  anticipation  of  govern- 
ment approval,  which  came,  for  Am- 
gen's and  Immunex's  colony  stimu- 
lating factors.  These  hormones  are 
used  to  stimulate  the  growth  of  infec- 
tion-fighting white  blood  cells  in  pa- 
tients getting  cancer  drugs  or  bone 
marrow  transplants.  Then  Amgen 
won  a  patent  battle  with  Genetics 
Institute  over  erythropoietin,  which 
stimulates  the  growth  of  red  blood 
cells.  The  resulting  excitement 
opened  the  window  for  some  $1.3 
billion  of  new  capital  to  flow  into 
biotech  stock  offerings  since  March. 

Still,  the  stocks  have  been  volatile, 


and  it  is  very  difficult  to  get  a  sense  of 
where  patent  disputes  and  govern- 
ment approval  procedures  will  leave  a 
company.  Immunex's  shares,  for  ex- 
ample, raced  up  in  the  anticipation 
that  it  would  grab  a  sizable  chunk  of 
what  is  projected  to  be  a  $1  billion 
<  market  for  the  50%  of  chemotherapy 
patients  who  need  this  type  of  drug. 
By  1994  that's  expected  to  be 
225,000  patients  annually,  using 
about  $4,500  worth  of  colony  stimu- 
lating factors  per  course  of  treatment. 
This  despite  the  fact  that  Immun- 
ex's product  had  been  approved  only 
for  bone  marrow  transplant  patients, 
a  potential  $50  million  market  four 
years  out.  If  it  were  to  justify  its  $850 
million  market  cap  of  three  months 
ago,  Immunex  would  have  to  do 
more  than  dominate  the  bone  mar- 
row transplant  market.  It  would  also 
have  to  get  20%  of  the  relevant  che- 
motherapy patient  market.  (Cancer 
drugs  are  often  prescribed  for  uses 
other  than  those  they've  been  ap- 
proved for,  but  usually  for  treatments 
where  no  other  drugs  exist.) 

However,  a  small  cadre  of  analysts 
and  money  managers,  including  Op- 
penheimer's  Casdin,  predicted  that 


Future  speculations 

Company                  Market 
value1 
($mil) 

Recent 
price2 

52-week 
high       low 

Product/indication 

FDA 

status3 

Amgen 

$4,768 

12ZM 

137      32V2 

erythropoietin/anemia 

G-CSF/cancer  applications 

stem  cell  factor/cancer  applications 

1989  approved 
1991  approved 
1996 

Biogen 

861 

331/4 

38      17% 

alpha  rnterferon4/cancer 

hirulog/antibleeding,  antithrombotic 

rONA  hepatitis  B  antigensVdiagnostic  and  vaccine  applications 

1986  approved 

1996 

NA 

Chiron 

1,089 

57% 

683/4   30 

hepatitis  C  test/blood  screening.diagnosis 
hepatitis  C  vaccine/hepatitis  prevention 

1990  approved 
1996 

Centocor 

1,021 

33% 

39%    I51/e 

human  monoclonal  antibody/septic  shock 
chimeric  monoclonal  antibody/rheumatoid  arthritis 

1992 
1992 

Genetics  Institute 

469 

33% 

62%  2m 

erythropoietin5/anemia 
factor  Vlll/hemophilia  A 
GM-CSF4/cancer  applications 

NA 

1992 

1992 

Genzyme 

774 

38V4 

39V8    15% 

alglucerase/Gaucher  disease 
hyaluronic  acid/surgical  applications 
thyroid-stimulating  hormone/thyroid  disease 

1991  approved 

1995 

1995 

'Of  common  stock.    2As  of  May  31.    3Future  dates  indicate  earliest  expected  approva 
Sources:  Jeffrey  Casdin,  Oppenheimer  &  Co.;  company  reports. 

.    4Royalties  only.    'Royalties  in  Japan  and  Europe. 

NA:  Not  applicable. 

When  the  euphoria  over  biotechnology  turns  to  disillusionment— that  could  happen  a  year  or  two  or  three  from  now — revisit  the 
group  and  consider  these  picks  from  Oppenheimer  &  Co.  biotech  analyst  Jeffrey  Casdin. 
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Each  year  over 

50,000  children  have  the 

importance  of  bike  helmets 

pounded  into  their  heads. 


Each  year,  50,000  children  sustain  serious  head  injuries  in  bicycle  accidents.  Wearing  an  ANSI 

or  SNELL  approved  bicycle  helmet  will  give  your  child  a  better  chance  to  walk  away  unhurt. 

For  more  information,  contact  the  National  Head  Injury  Foundation,  1140  Connecticut  Avenue, 

Suite  812,  Washington,  D.C.  20036,  1-800-444-NHIF. 


AMERICAN 

REINSURANCE  COMPANY 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 


Did  you  know  that  50,000 
Vision  subscribers  own  a 
private  swimming  pool? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  elite. 


w.«riiiiMi.«imi  iiiiitiwiwi    ™ 


iHiifiWiifliizniama 

You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 


SPECULATIONS 


the  Immunex  drug  would  be  virtually 
frozen  out  of  the  broad  chemothera- 
py market.  Why?  First,  argued  the 
skeptics,  doctors  would  be  more  likely 
to  prescribe  Amgen's  version,  as  it 
would  be  easier  for  them  to  get  reim- 
bursed by  insurance  companies  for 
the  approved  drug.  Second,  Immun- 
ex's  drug  has  bothersome  side  effects 
that  Amgen's  does  not  have. 

Early  indications  are  that  Casdin 
and  his  fellow  skeptics  were  correct. 
Immunex's  shares,  which  traded  near 
60  in  March — long  enough  for  the 
company  to  rush  out  a  secondary 
offering  of  2  million  shares,  raising 
$110  million — have  fallen  back  into 
the  mid-40s. 

Similarly,  Genetics  Institute,  which 
successfully  isolated  erythropoietin  in 
human  urine  and  won  a  patent  on  it  in 
1987,  claimed  that  Amgen,  which  dis- 
covered a  way  to  genetically  engineer 
the  drug,  was  infringing  on  its  patent. 
However,  the  court  ruled  that  Genet- 
ics Institute's  patent  was  invalid. 

When  the  decision  was  announced, 
investors,  who  were  expecting  that 
Genetics  Institute  would  at  the  very 
least  be  granted  substantial  royalties 
on  Amgen's  drug,  watched  the  com- 


pany's market  cap  melt  from  $900 
million  to  $560  million  overnight. 
Still,  the  company  has  maintained  its 
rights  to  erythropoietin  in  Europe 
and  Japan,  and  has  several  other  drugs 
and  licensing  deals  that  bring  profits 
in  the  near  term. 

Other  patent  disputes  will  doubt- 
less blindside  investors.  Now  in  the 


The  latest  flurry  of  biotech 
excitement  opened  the  win- 
dow for  $1.3  billion  of 
new  stock  offerings.  If  his- 
tory repeats,  the  biotech 
group  will  slide  again. 


courts  is  a  battle  between  Centocor 
Corp.  and  Xoma  Corp.  Xoma  holds  a 
patent  for  the  use  of  a  specific  type  of 
drug  in  the  treatment  of  blood  poi- 
soning (septic  shock),  and  has  applied 
for  a  patent  on  the  drug  itself.  Cento- 
cor has  applied  for  a  patent  on  a 
molecularly  different,  though  similar- 
acting,  drug,  which  has  proved  the 
more  effective  in  clinical  trials.  At 
stake:  a  potential  market  of  up  to  $1 
billion.  Xoma's  "use"  patent,  howev- 


er, could  potentially  block  Centocor's 
drug  from  the  market.  (If  Xoma  wins, 
it  would  most  likely  demand  a  stiff 
royalty  from  Centocor.) 

The  market  seems  to  think  that 
Centocor  will  prevail.  Its  stock  has 
more  than  doubled,  to  a  recent  333/4, 
since  the  dispute  began,  while  Xoma's 
stock  price  has  been  basically  flat, 
despite  the  recent  market  runup  in 
biotech.  All  the  same,  it  will  be  the 
courts,  not  good  science  and  good 
management,  that  ultimately  decides 
how  it  plays  out. 

If  this  kind  of  uncertainty  makes 
you  nervous  but  you  still  want  to  get  a 
piece  of  the  biotech  action,  consider  a 
mutual  fund.  While  there  are  no  pure- 
play  biotech  funds,  you  can  come 
close  with  Fidelity  Select's  $538  mil- 
lion biotechnology  portfolio,  which 
has  70%  of  its  assets  invested  in  bio- 
tech stocks. 

Better  still,  wait  until  the  current 
wave  of  biotech  euphoria  wanes. 
You'll  know  the  signs  when  the  new- 
issue  business  has  dried  up  on  Wall 
Street  and  investors  have  soured  on 
the  sector.  Then  buy  in,  and  plan  to 
wait  a  good  long  time  before  cashing 
out.  WM 


"In  This  Type  of  Market,  I'd  Like  to 
Invest  in  Blue  Chip  Companies. 

CanYouHelpr 

Yes.  Consider  Founders  no-load  Blue  Chip  Fund 

This  no-load  Fund  has  attracted  investors  for  over  half  a  century  —  through 
all  types  of  market  conditions.  The  Fund  offers  a  diversified  portfolio  of  some  of 
America's  finest  blue  chip  companies  and  distribution  of  quarterly  dividends.  And 
you  can  use  this  Fund  for  your  retirement  plan,  including  IRAs  and  401  (k)  plans. 
So  call  today  for  your  free  Blue  Chip  Fund  information  kit. 


1-800-525-2440 

24-Hour 
Information  Line 


Founders 

810  Cherry  Creek  National  Bank  BIdg. 
3033  East  First  Avenue 
Denver,  Colorado  80206 

Founders  Asset  Management,  Inc.,  Distributor 


Please  carefully  read  the  prospectus  before  you  invest  or  send  money.  It  contains  more  complete  information  about  management  fees  and  expenses. 
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Short-selling  has  become  popular  among 
the  retail  customers.  Novices  beware. 

Limited  upside, 

unlimited 

downside 


By  Gretchen  Morgenson 

It  was  in  1990  that 
short-selling  as  an  in- 
vestment strategy  went 
from  deep  in  the  shad- 
ows to  out  in  the  spot- 
light. More  investors  than  ever  bor- 
rowed shares  of  stock  and  sold  them, 
believing  that  the  shares  would  soon 
plunge  in  value  and  that  they  could 
buy  the  stock  back  cheap.  Early  this 
month  Business  Week  weighed  in  with 
a  piece  extolling  the  virtues  of  short- 
selling  for  the  individual  investor. 

It  was  the  same  old  story.  Just  when 
a  trend  was  petering  out,  the  public 


discovered  it  and  jumped  on.  For  five 
giddy  years  returns  among  managers 
of  short- selling  funds  (at  least  those 
who  wanted  their  stories  told)  aver- 
aged a  spectacular  20%  to  30%  annual- 
ly. If  short- sellers  could  produce  such 
gains  even  as  the  Dow  Jones  was 
doubling,  John  Q.  decided  he  wanted 
a  piece  of  it. 

You  guessed  it.  The  newcomers 
walked  right  into  a  trap.  This  year  the 
stock  market  turned  on  the  bears  and 
beat  them  mercilessly.  Stocks  that 
were  most  popular  with  the  short- 
sellers — McDonnell  Douglas,  Marri- 


ott Corp.,  Bolar  Pharmaceutical, 
HomeFed  Corp.,  Chase  Manhat- 
tan— screamed  skyward,  outperform- 
ing the  market  averages.  At  the  end  of 
the  first  quarter,  the  average  short- 
manager  was  down  27%. 

Surveying  the  wreckage  were  Rob- 
ert Doede  and  Steven  Kibbey.  They 
run  La  Jolla,  Calif,  money  manager 
Centurion  Capital,  and  they  have  re- 
searched short  squeezes  over  the  past 
26  years.  What  they  found:  "Just  as 
there  are  markets  in  which  all  'good' 
stocks  go  down,  there  are  markets  in 
which  all  'bad'  stocks  go  up,"  says 
Doede.  Thus  1991. 

Painful  though  it  was,  the  rally  in 
the  first  quarter  of  1991  was  not  the 
worst  ever  to  hit  heavily  shorted 
stocks,  note  Doede  and  Kibbey.  If 
history  repeats,  the  shorts  may  be  in 
for  more  bad  times. 

There  are  little  historical  data  on 
the  performance  of  short- sellers. 
There  is  no  public  mutual  fund  whose 
principal  business  is  to  sell  short,  for 
instance.  Short-managers  are  in  effect 
running  private  hedge  funds,  and 
their  results  often  don't  see  the  light 
of  day  except  when  the  results  are 
good  and  the  manager  wants  to  raise 
more  capital. 

Doede  and  Kibbey  have  attempted 
to  fill  the  data  void .  As  a  proxy  for  how 
short-sellers  would  have  performed 


Steven  Kibbey 
and  Robert  Doede 
of  Centurion 
Capital 

Their  research 
has  this  grim 
conclusion  for 
short-sellers: 
Just  as  there  are 
markets  in  which 
all  "good" 
stocks  decline, 
there  are 
extended 
periods  when 
all  "bad"  stocks 
go  up.  We're 
probably  in  one 
right  now. 
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For  38  years  in  a  row,  Diebold  has 
increased  its  dividend. 

Last  year  directors  voted  a  7%  boost, 
authorizing  a  1991  quarterly  payout  of 
40<t  per  share. 

Diebold  is  a  world  leader  in  the 
automation  of  self-service  transactions, 
security  products,  software  and  service. 

In  1990,  Diebold  joined  with  IBM 
to  form  InterBold,  a  partnership  that 
combines  the  strengths  of  both  com- 
panies in  automated  teller  machines 
(ATMs)  and  financial  self-service 
systems.  InterBold  holds  leading 
positions  in  both  domestic  and  inter- 
national ATM  markets.  This  venture 


accomplishes  one  of  Diebold's  key 
strategies  for  growth— expansion  into 
international  markets. 

Diebold's  comprehensive  growth 
strategies  are  designed  to  contribute  to 
the  company's  long-term  viability 
and  competitiveness  and  to  provide  a 
positive  impact  on  its  revenues  and 
profits. 

For  a  copy  of  our  annual  report, 
write  to  Diebold,  Incorporated,  Investor 
Relations,  Dept.  9-79-N,  P.O.  Box  8230, 
Canton,  Ohio  44711-8230. 

For  information  on  our  Dividend 
Reinvestment  Plan,  or  other  shareholder 
matters,  call  1-800-766-5859. 


NCORPORATED 
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over  different  markets,  the  pair  have  Consider,  for  example,  December  admit  his  mistake  and  advise  readers 

turned  up  what  amounts  to  an  index  1974.  Centurion's  index  started  rac-  to  consider  covering, 

of  overvalued  and  distressed  equities,  ing  and  didn't  quit  until  seven  excru-          How  much  can  such  a  mistake  cost? 

just  the  sort  that  shorts  feed  on.  This  dating  months  had  passed  and  a  gain  Suppose  you  shorted  1,000  shares  of 

index  consists  of  the  100  stocks  that  of  78%  had  been  made.  It  was  one  of  Amgen  at  29.  Covering  the  position 

Value  Line  classifies  as  its  Group  V  the  bloodiest  times  for  shorts  in  histo-  at  120  would  have  cost  $120,000. 

selections,  those  most  likely  to  do  ry.  And  then  came  August   1982,  Subtract  the  proceeds  from  the  short 

worse  than  the  market  over  the  next  when  the  distressed  stock  index  began <  sale,  $29,000,  plus  interest  that  might 

12  months.  Value  Line  has  been  pub-  a  runup  that  lasted  11  months,  with  have  been  credited  on  that  balance, 

lishing  its  group  rankings  since  1965.  an  82%  increase.  and  the  net  loss  would  have  been  over 

The  partners  at  Centurion  also  col-  Even  when  the  market  isn't  dirt  $90,000. 

lected    data    on    such    professional  cheap,  as  it  was  in  both  those  cases, 

shorts  as  they  could  find,  a  list  that  disastrous  rallies  can  strike.  In  No- 
vember 1971  the  s&p  500  was  trading 
at  18  times  earnings.  It  seemed  like  a 


now  numbers  19  managers.  Doede 
and  Kibbey  then  compared  the  aver- 
age results  of  these  pros 
with  the  hypothetical  per- 
formance of  an  investor 
who  maintained  equally 
weighted  short  positions  in 
all  100  Value  Line  Vs.  The 
two  sets  of  results  jibe  fairly 
well.  The  value  of  a  Value 
Line  short  portfolio  last 
year  would  have  increased 
45%;  the  average  short-sell- 
ing manager,  according  to 
Doede,  was  up  46%. 

In  this  exercise  Doede 
assumes  that  the  hypotheti- 
cal short-seller  finances  his 
position  conservatively. 

He  puts  up  100%  mar- 
gin, double  the  legal  mini- 
mum, to  open  a  short  posi- 
tion. Example:  Ifyou  estab- 
lish     a      $10,000      short 
position   in    General    Mo- 
tors, you  put  up  $  1 0,000  in 
cash.  Your  broker  then  bor- 
rows that  amount  of  stock 
and  sells  it.  Your  account 
now  has  assets  (margin  plus  sale  pro- 
ceeds) of  $20,000,  and  liabilities  (the 
GM  stock  you  borrowed  and   must 
repay)   of  $10,000.   Your  equity — 
$10,000  at  the  beginning — will  rise  if 
GM  stock  falls,  and  vice  versa. 

Having  satisfied  themselves  of  a 
connection  between  the  Value  Line 


Short-sellers'  hit  parade 

• 

Company 

price 

latest  12  mos 

1991E 

1992E 

Blockbuster  Entertain 

9.13 

$0.44 

$0.57 

$0.76 

Cablevision  Sys 

27.25 

-11.34 

-11.09 

0.01 

CalFed 

5.63 

-10.57 

0.68 

1.29 

Community  Psych  Ctrs 

34.63 

1.85 

2.06 

2.35 

Conseco 

65.38 

7.48 

6.06 

8.17 

LA  Gear 

10.50 

0.23 

0.18 

0.74 

McDonnell  Douglas 

49.88 

9.44 

6.64 

7.48 

Midlantic 

6.38 

-5.85 

-1.67 

-0.38 

Seagate  Technology 

10.75 

1.49 

1.44 

1.87 

Stone  Container 

18.13 

1.00 

0.03 

1.39 

E:  Estimate.    Sources:  Value  Line  and  Institutional  Brokers  Estimate  System  (a  service  of 
Lynch,  Jones  &  Ryan),  via  Lotus  One  Source. 

Above,  the  stocks  short-sellers  love  to  hate. 

These  ten  companies  have  particularly  dim  prospects, 

say  the  bears,  so  they're  among  the  most  heavily  shorted 

equities  around.  Still,  these  issues  have  their 

admirers;  note  that  in  all  cases  1992  estimated 

earnings  show  improvement.  Lesson:  Short  at  your  peril. 


Remember  this  well:  If  you  sell 
borrowed   stock — which   is  what   a 
short-seller  is  doing — you  owe  not 
money  but  shares.  As  those  shares 
mount  in  value,  you  have 
one  of  two  choices.  Either 
you  buy  the  stock  at  much 
more  than  you  sold  it  for 
and  give  the  stock  to  the 
lender  or  you  stay  with  your 
short    position    and    keep 
putting  up  more  margin. 

Doede  explains  what 
happens  to  a  conservative 
short-seller — one  who  op- 
erates on  100%  margin — 
when  a  shorted  stock  be- 
gins to  rise:  "At  the  same 
time  your  equity  is  shrink- 
ing, your  exposure  to  loss  is 
increasing.  If  you  short  a 
stock  at  $1  and  it  goes  to 
$1.20,  you  have  20  cents 
less  in  equity  than  you  start- 
ed out  with,  or  80  cents, 
and  vet  your  exposure  to 
loss  is  $1.20." 

That's  for  someone  who 

puts  up  $1  for  every  $1  in 

shorted  stock.  If  you  start 

out  with  only  50  cents  in 

to    cover    $1    of   borrowed 

then  a  20% 


equity 

stock — 2-to-l  leverage 

price   rise  in  the  stock  raises  your 


good  time  to  go  short,  but  pity  those 
investors  who  did:  Centurion's  dis- 
tressed stock  index  advanced  30%  in 

just  three  months,  and  stayed  high      exposure  to  $1.20  and  shrinks  your 
until  December.  equity  to  30  cents,  leaving  you  lever- 

Looking  at  this  historical  record,      aged  4-to-l.  Relatively  small  move 
Doede  concludes:  "The  high  rates  of     ments  in  the  price  of  a  shorted  stock 
return  among  short-sellers  for  the      can  easily  result  in  margin  calls.  Mon- 

V's  and  recent  short-seller  experience,      past  seven  years  were  abnormal."  ey   managers   generally   use    various 

Doede  and  Kibbey  reviewed  the  his-  This  being  so,  Kibbey  and  Doede      hedging   techniques   to   reduce    the 

tory  of  the  Value  Line  rankings  going      believe  that  good  short  managers,  like      chances     of    this     happening,     bill 

back  26  years.  The  findings  are  not      commodity  advisers,  must  establish  a      hedges     cost     money     and     reduce 

encouraging  for  short-sellers.  Since      stop-loss  point  that  will  limit  expo-      returns. 

1965  there  have  been  11   quarters     sure.  Few  do.  Look  at  the  beating 

where  even  conservatively  financed      taken  by  investors  who  followed  the 

short-sellers  would  have  lost  at  least     advice  of  Michael   Murphy's   Over- 

20%  to  60%  on  their  investments,      priced  Stock  Service  and  shorted  Am- 

Furthermore,  these  rallies  have  a  habit 

of  continuing  for  quite  some  time. 


You  don't  have  to  follow  all  the 
arithmetic  to  get  the  point:  Short- 
selling  is  explosive  stuff.  Leave  it  to 
the  professionals.  But  judging  from 
gen  in  December  1989  at  29.  Only  what  happened  to  them  this  year,  they 
when  the  stock  hit  120  did  Murphy      may  not  want  it.  ■ 
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PAMERICANS 
G  AND  HEALTHY 


Municipal  bonds  are  not  just  sound  investments. 

Not  simply  tax-free.  They  help  keep  Americans  active  and  healthy,  by  building 

and  supporting  hospitals,  clinics  and  medical  groups. 

We're  America's  leading  insurer  of  municipal  health  care  bonds.  We  add  strength  to  bonds. 

By  staying  strong  in  our  commitment,  strong  in  our  resources. 

Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 

JWBXA 

WE  GUARANTEE  THE  PUBLIC  INTEREST  •    WE  GUARANTEE  THE  PUBLIC  INTEREST 
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The  economy  waxes  and  wanes,  the  stock  market  goes 
up  and  goes  down,  but  investment  scams  just  go  on 
forever.  Don't  smirk.  The  next  victim  could  be  you. 


The  second- 
oldest  industry; 


Bv  Richard  L.  Stern  and  Reed  Abelson 
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Several  months    ago 

Champion  International 
Corp.  laid  off  several 
hundred  workers  from 
its  Bonner,  Mont,  lum- 
ber mill.  Soon  agents  from  something 
called  the  Church  of  Cod -Houston 
started  working  the  town  offering 
interest-free  loans  with  no  credit 
checks.  Proclaiming  against  the  sin- 
fulness of  usurious  bankers,  these  pi- 
ous folk  held  court  at  a  nearby  hotel, 
promising  the  job  worried  locals 
home  mortgages,  car  loans  and  unse- 
cured credit.  Put  down  $300  for 
"character  insurance,"  and  a 
$105,000  line  of  credit  would  be 
yours,  they  said. 

Montana  is  just  one  of  30  states  that 
have  been  hit  by  the  disciples  of  this 
so-called  Church  of  Cod.  Ironically, 
even  as  the  church's  agents  were  sign 
ing  up  people  in  Montana,  their  lead- 


Melvin  White  of  Church  of  God-Houston 
Behind  bars  in  Austin,  Tex. 


law  enforcers  do  know  is  that  it  is  very 
hard  to  stamp  out  a  scam,  whether  it 

er,  46-year  old  Melvin  White,  wasn't  involves  penny  stocks  or  loan  fees  or 

present  at  the  Montana  sessions.  He  work  at-home  schemes.  Practitioners 

was  serving  a  six  month  jail  term  in  or  their  trainees  just  resurface  under 

Texas  for  violating  injunctions  against  new  corporate  names  in  new  places, 
his  loan  scams.  Do  you  think  that  only  the  finan- 

Montana  officials  soon  filed  injunc-  daily    unsophisticated    become    vic- 

tions  against  the  Church  of  ( iod.  But  tims?  Think  again.  You  could  be  next, 

it  was  no  more.  White's  agents  ap-  In  Florida,  law  enforcement  officials 

peared  elsewhere,  now  touting  Our  are  investigating  more  than  60  loan 

father's  Congregation.  Same  scam,  scam  operations  in  which  victims  pay 

different  pew.  an  upfront  fee  for  a  loan  that  is  never 

The  churchly  moneylenders  have  made.  Among  the  suckers  are  at  least 

signed  up  about  12,000  people  across  six  supposedly  smart  .developers  who, 

the  country  looking  for  loans.  Losses  m  these  days  of  tight  bank  money, 

to  those  who  have  signed  up  could  shelled  out  anywhere  from  $50,000 

run  in  the  millions  of  dollars.  to   $250,000   each   in   the   hope  of 

Missouri  Securities  Commissioner  getting  millions  in  construction  and 


John  Perkins  estimates  that  con  men 
steal  maybe  $40  billion  annually  from 
the  gullible  ami  the  sophisticated.  It's 


mortgage  loans. 

But  no  amounts  are  too  small  and 
no  tactics  too  low  for  the  scamsters. 


a  wild  guess;  no  one  knows.  What  the      Among  other  victims  of  the  Florida 


crooks  were  military  service  people 
who  answered  ads  urging  them  to 
consolidate  their  loans  so  as  to  leave 
their  loved  ones  in  better  financial 
shape  while  they  were  off  fighting 
Saddam  Hussein. 

So-called  pyramid  scams  have  be- 
come rampant.  Ceorge  Millard,  who 
was  laid  off  after  25  years  as  a  packer  at 
the  Oscar  Meyer  plant  in  Perry,  Iowa, 
got  involved  with  something  called 
Santa  Rosa  Sales  &  Marketing  Inc.  He 
was  promised  $74,000  in  less  than  a 
year.  All  he  had  to  do  was  put  down 
$400  for  certificates  entitling  him  to 
"American  Eagle  Silver  coins"  and 
throw  a  party  to  entice  1 5  others  to  do 
the  same.  Many  victims  thought  they 
|  would  receive  commissions  not  only 
\  from  the  people  they  recruited  to  buy 
:  the  certificates  but  from  everyone  else 
|  subsequently  brought  in  through  the 
?  original  ones.  A  chain  letter,  in  effect. 

Iowans  lost  maybe  $220,000  in 
this  racket,  which  went  on  in  at  least  a 
dozen  states  and  has  spawned  a  wide 
range  of  similar  con  games  promising 
everything  from  coins  to  automobiles 
and  recreational  vehicles. 

Dreams  of  running  their  own 
small  businesses  trap  some  victims. 
"There's  been  a  big  rise  in  phony 
business  opportunities,"  says  Susan 
Bryant,  former  Oklahoma  securities 
administrator.  Twelve  people  in 
Oklahoma  lost  about  $120,000  in  a 
scam  called  "Spring  Fresh."  For  a 
minimum  investment  of  $10,000 
they  purchased  55-gallon  drums  of 
soap  as  well  as  hundreds  of  bottles 
they  were  to  fill  with  the  soap.  Spring 
Fresh'l  operators,  who  are  now  facing 
criminal  charges,  had  promisee! 
they'd  buy  back  the  filled  bottles  for  a 
100%  profit.  Of  course,  they  didn't. 

Okay,  you  say.  You  would  never  fall 
for  a  gag  like  that.  Then  try  this  one.  A 
certified  public  accountant  in  Beverly 
Hills  lost  almost  all  of  a  $75,000 
investment  to  telephone  hustlers  who 
promised  35%  annual  returns  from  oil 
investments.  Their  pitches  played  up 
the  tremendous  increases  in  oil  prues 
from  the  Mideast  war. 

Now  that  it  is  apparent  oil  prices 
have  settled  down,  layi  Missouri's 

Perkins,  state  securities  regulators  r\ 
peel  to  hear  about  siamstcis  who'll 
get  you  a  job  or  business  contract  to 
rebuild    Kuwait.    Have    they    got     i 
sheikh  for  you'  ■■ 
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Van  Kampen  Merritt 


Van  Kampen  Merritt  Short-Term  Global  Income  Fund 


Make  The  World  Work  For  You 


Higher  returns  on  quality,  short-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short  -Term  Global  Income  Fund.  It  invests  in 
high-quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  yoilr  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  resulfcan  be  a  more  stable  net  asset  value  than 


longer-term  global  bond  funds— and  you  can  benefit  from 
favorable  market  conditions  all  around  the  world,  not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask  your 
investment  representative  for  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses.  Or  call,  1-800-DIAL-VKM,  ext.1205.  Please 
read  the  prospectus  carefully  before  you  invest  or  send 
money. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction* 


Although  the  Fund's  net  asset  value  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rates,  the  Fund  will  seek  to  minimize  these 
fluctuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  U.S.  dollar 
(relative  to  an  aggregate  of  the  currencies  of  major  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
management  transactions  to  seek  to  minimize  fluctuations  in  net  asset  value  which  are  due  to  changes  in  currency  exchange  rates.  The 
principal  value  and  investment  return  of  Fund  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the 
time  of  purchase. SM  and  »  denotes  registered  trademark  of  Van  Kampen  Merritt 


In  telecommunications, 
a  new  order  of  smart, 
aggressive  companies 

is  emerging. 


Strong  performance 
doesn't  just  happen.  It  takes 
sound  strategic  planning. 

At  ALLTEL  Corporation, 
our  strategy  of  enhancing 
our  core  telephone  business, 
while  moving  into  high 
growth  fields  like  cellular 
telephone,  information 
services  and  product 
distribution  has  produced 
consistently  strong  results. 

Our  five-year  average 
total  annual  return  of  27% 
outperformed  the  S&P  and 
the  Dow,  as  well  as  our  peer 
group  —  the  nation's  14  largest  telecommunications 
companies.  We're  also  an  industry  leader  in  net  income  and 
earnings  per  share  growth  and  return  on  equity. 

For  more  information  on  ALLTEL's  strong  performance, 
write  or  call  for  a  copy  of  our  annual  report. 


CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 


THE  FORBES  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Economists  are  not  expecting  a  rapid 
economic  recovery,  but  this  doesn't 
bother  Eric  T.  Miller,  chief  invest- 
ment officer  for  Donaldson,  Lufkin  & 
Jenrette.  Indeed,  Miller  believes  that 
a  moderate,  rather  than  strong,  recov- 
ery has  a  better  chance  of  being  a 
sustained  one. 

Miller  does  caution  that  if  there 
isn't  a  recovery  this  year,  or  if  the 
recovery  is  surprisingly  strong  and 
pushes  up  interest  rates,  then  stocks 
could  fall.  Despite  these  complica- 
tions, Miller  is  "selectively  bullish" 
on  certain  technology  companies 
such  as  Digital  Equipment,  Mentor 
Graphics  and  Tandem  Computers.  In 
all  three  cases  Miller  is  impressed  by 
cost-cutting  and  new  products. 

Walter  Murphy,  technical  analyst  at 
Merrill  Lynch,  predicts  that  the  Dow 
will  probably  peak  at  3050  to  3150 
this  year.  Murphy  says  the  market 
seems  slightly  overvalued,  in  light  of 
its  low  dividend  yield  (currently  at 
2.9%  for  the  Wilshire  index).  He  also 
thinks  the  relatively  low  amount  of 
cash  in  portfolios  compared  with  Jan- 
uary should  limit  the  market's  climb. 
"It  [cash]  is  ammunition,"  he  notes, 
"and  it  has  already  been  spent." 

For  the  two  weeks  ended  May  30, 
the  capitalization-weighted  Wilshire 
index  was  up  3.8%.  It  closed  the  peri- 
od near  a  record  high.  The  next  day, 
the  30  stocks  in  the  Dow  industrials 
closed  at  a  record  3027. 


Closeup  on  the  market 


4000 
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2000 


The  overall  market1 


1000 


|  Wilshire  index 

+*J* 

|  200-day  moving  average 

jJL 

The  Wilshire  index  as  of  5/30/91 
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Market  value:  $3,432.7  billion 
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Price/book:  3.9 

F*y?^      if 

P/E:  18.3 

J  /               W 

Yield-.  2.9%                         j^J 

i|/i^ltm»—                /  ^r 

Performance 

Price 

Total  return 

Last  4  weeks 

1.6 

1.9 

Since  12/31/90 

19.1 

20.6 

Since  peak  4/17/91 

-1.0 

-0.6 

'     !              1              1 

Since  5-year  low  12/4/87 

1              1              1 

68.8 

! 

90.9 

'82  '83  '84  '85 


'86 


'87 


'88 


'89 


'90 


'91 


The  best  performing  stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

Charming  Shoppes 

215/8 

29% 

27 

11 

6,789 
12,217 

1.3 

Computer  Associates  Intl 

93/4 

28 

2.2 

AmeriTrust 
Black  &  Decker 

2P/4 

15 

27 
26 

NM 

3,410 

2.4 

20 

4,154 

1.4 

Family  Dollar  Stores 

23  % 

23 

26 

934 

1.1 

The  worst  performing  stocks 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)2 

Relvol3 

Rollins  Environmental  Svcs 

10  Vs 

-12% 

22 

2,379 

0.9 

Public  Service  Colorado 

213/s 

-10 

8 
17 

2,085 
401 

1.7 

Commerce  Clearing  House 

17V4 

-10 

1.9 

Cyprus  Minerals 

18 

-10 

8 

1,137 

1.4 

Seagate  Technology 

103/4 

-9 

7 

8,843 

tMawmmgeimmmmi 

0.6          I 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6,000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  AORs 


Price  or  rate 

3,693.3 

24.7 

3,000.5 
387.0 
211.5 
369.8 
503.2 
316.7 


2-week  change 

3.8% 

3.2 
3.7 
4.0 
3.7 
3.2 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East4 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional5 

Approximately  200  stocks  with  high  institutional  ownership 

Individual5 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  2000  index 

2000  small  market  value  stocks,  capitalization  weighted 
Gold*  (composite  quote  of  6  major  dealers) 
Yen8(per$U.S.) 

Commodity  index0  <crb  futures  index,  1957=1001 


Price  or  rate 

2-week  change 

856.10 

0.1% 

127.69 

6.5 

104.61 
176.82 

1.6 
3.6 

$363.40 

2.0 

137.80 

0.2 

4.4 

Oil' (W  Texas  Intermediate) 

$21.30 

1.9 

f 

0.1 

TbillS' (90  days) 

Broker  loan  rate6 

5.44% 
7.50% 

5  basis  points' 
Unchanged 

J 

Note:  All  data  for  periods  ending  5/30/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  the  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
Calif. 2  Average  daily  volume  over  recent  2-week  period. 3 Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months.  "Morgan 
Stanley  Capital  International  Perspective.  5For  period  ending  5/31/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  6  Knight-Ridder  Financial 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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BY  GILBERT  STEEDLEY 


Best  industry  over  the  last  6  months 


Worst  industry  over  the  last  6  months 


/"• 


Mar 


Apr 


May 


Offshore  drilling 

i  in 

100    «*^ 

90                              \S 

80 

Nov       Dec            Jan 

Feb 

Mar 

Apr 

May 

Is  Wall  Street  too  far  out  in  front  of  the  home  building 
industry?  For  the  six  months  ended  Apr.  24,  residential 
construction  stocks  were  the  market's  third-best-perform- 
ing group.  In  contrast,  new  housing  starts  have  had  a  more 
subdued  recovery.  Although  housing  starts  increased  for 
the  three  months  ended  Apr.  30,  April's  total  was  still  18% 
below  the  depressed  figure  for  April  1990. 
The  best-performing  group  of  stocks  was  specialty 


retailers.  The  largest  stock  in  this  group,  Limited,  was  up 
72%  over  the  past  six  months. 

With  the  end  of  the  Persian  Gulf  crisis,  many  energy 
stocks  lost  their  speculative  premiums  and  didn't  keep 
pace  with  the  rest  of  the  market.  "It  is  going  to  take  higher 
prices  for  gas  to  bring  back  drilling,"  says  Robert  Dorsey 
of  Dallas  Securities  Investment  Corp.  But  he  also  thinks 
gas  prices  and  drilling  activity  could  pick  up  next  year. 


Leading  industries 

Specialty  retailing 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

P/E 

Debt/ 
equity 

Merry-Go-Round  Enterprises 

313/8 

144% 

$1.15 

27 

20% 

Charming  Shoppes 
Gap 
Limited 
Petrie  Stores 

MHHMMMHMHHHI 

20 
60 
2714 

20  !/2 

103 

0.85 

24 

12 

89 
72 

43 

2.32 
1.07 
0.10 

26 
26 

NM 

1 
35 
20        J 

Lagging  industries 


Healthcare  services 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

P/E 

Debt/ 
equity 

US  Healthcare 

351/4 

108% 

$1.37 

26 

3% 

Medco  Containment  Svcs 

49 

65 
42 
35 
24 

0.81 

60 

35 

National  Health  Labs 

20 

0.88 
1.85 
3.35 

23 
19 

14 

9 

Community  Psych  Centers 
National  Medical  Enterprises 

345/s 
465/8 

6 
108 

Residential  construction 

m 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

P/E 

Debt/ 
equity 

Hovnanian  Enterprises 

7»/8 

148% 

$-0.74 
0.93 

NM 
16 

140% 
71 

Kaufman  &  Broad  Home 

Lennar 

Centex 

Ryland  Group 

143/4 

225/s 
37 

18/ 

111 

71 
57 

56 

1.55 
2.83 

0.66 

15 
13 

2H 

50 
31 
89 

Offshore  Drilling 


Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

P/E 

Debt/ 
equity 

Noble  Drilling 

5l4 

-24% 

$-0.37 

NM 

35% 

Atwood  Oceanics 
Ocean  Drilling  &  Exploration 
Global  Marine 
Sundownner  Offshore  Svcs 

ll'/2 

17  3/4 

43/4 

83/4 

-19 

-1.31 

NM 

55 

5 
12 

13 

0.71 

-0.26 

0.48 

17 

NM 

18 

33 

NM 

2 

Oil  &  gas  exploration 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

1 2-months 

EPS 

P/E 

Debt/ 
equity 

Oryx  Energy 
Anadarko  Petroleum 

32  % 

-25% 

$2.82 
0.86 

12 
31 

NM% 

26  V* 

-21 

69 

Noble  Affiliates 
Unocal  Exploration 
Apache 

14 

11  Va 
153/8 

-18 

-13 

-9 

0.61 
0.66 
0.91 

23 
17 
17 

90 
121 

50 

Gas  utilities 

P/E 

i 

Debt/ 
equity 

Company 

Recent 
price 

6-month 

price 

change 

Latest 

12-months 

EPS 

Pacific  Enterprises 

30*4 

-23% 

$  0.94 

NM 
19 

95% 
81 

Columbia  Gas  System 

40!/8 

19 

2.16 

Consolidated  Natural  Gas 

39  3/4 

-16 

2.00 

20 

t»l 

Arkla 

18'/8 

-13 

4.63 

4 

126 

Sonat 

44>/J. 

-13 

2.95 

15 

93 

Industry  performance  is  based  on  6-month  price  change.  Industries  listed  above  have  a  market  capitalization  of  $100  million  or  more  and  at  least  5  companies. 
NM:  Not  meaningful.  All  data  ending  5/24/91    Source:  Media  General,  via  Lotus  One  Source. 
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But  every  month,  more  than  1.6  million  frequent  flyers 
do.  They're  the  decidedly  upscale  readers  of  Delta  At 
Lines'  SKY  Magazine,  who  boast  a  high  and  migfity 
$100,000+  average  household  income 
That's  our  "Atiluential  Advantage" 

Delta  Air  Lines'  award- winning  SKY  Magazine's  "Affluential 
Advantage"  goes  far  beyond  the  $100,000^  average  household 
income-of  the  1.6  million  responsive  frequent  flyers  who 
read-it  even'  month. 

Because  it's  not  just  who  we  reach,  but  where  we 
reach  them.  SKY  Magazine  has  the  "Affluential 
Advantage"  high  above  the  clouds,  in  an 
atmosphere  blissfully  devoid  of  all  the 
distractions  of  home  or  office. 
Within  this  hospitable  environ- 
ment, a  unique  phenomenon 
occurs.  People  put  aside  their 
everyday  reading  fare  to  pick 
up  SKY  Magazine,  which  is  found 
and  enjoyed  only  on  the  thousands  of 


Delta  Air  Lines  daily  flights.  So  it  should  come  as  no  surprise 
that  when  people  turn  through  the  pages  of  SKY,  adver- 
tisers realize  the  full  effect  of  our  "Affluential  Advantage". 

This  is  especially  true  when  you  take  into  account  some 
15,000  inquiries  and  direct  orders  for  merchandise  SKY 
generates  monthly.  Or  consider  that  many  direct  response 
advertisers— a  group  that  evaluates  its  media  choices  by  last 
month's  results— have  run  in  SAY  for  over  ten  years. 

True,  not  every  traveler  gets  a  chance  :o  read  our  Delta 
Air  Lines'  SKY  Magazine.  But  every  advertiser  does  have  a 
chance  to  reach  the  1.6  million  readers  who  do. 

For  a  sample  copy,  media  kit,  and  some  eye-opening 
research  on  the  top  corporate  decision  makers  and  upscale 
consumers  that  SKY  Magazine  reaches,  please  call  today. 

Toll-free  (800)  523-6809;  AIR 

In  FL  (305)  803-1520;         CROW 
FAX  (305)  895-0622  OHk 
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THE  AFFLUENTIAL  ADVANTAGE" 

Halsey  Publishing  Co.,  12955  Biscayne  Boulevard,  North  Miami,  FL  33181 

"Source  1990  MMR 


AS  I  SEE  IT 


Business  should  take  the  lead  in  creating 
a  world  community,  says  this  leading 
Japanese  industrialist. 

Scrap  and  build 

An  interview  with  Ryuzaburo  Kaku  by  Caspar  Weinberger 


Books  on  Japanese  management 
methods  fill  whole  shelves  and  are 
mostly  written  by  foreigners.  But  how 
do  top  Japanese  business  people  see 
themselves?  Forbes  Publisher  Caspar 
W.  Weinberger  had  a  rare  glimpse 
from  that  vantage  point  last  month  in 
a  conversation  with  Ryuzaburo  Kaku, 
chairman  of  Canon  Inc.,  Japan's 
high -technology  multinational  (reve- 
nues, $12  billion). 

Kaku:  There  are  four  levels  of  corpo- 
rations. The  first  level  is  pure  capital- 
ism. It  is  a  fine  system,  as  evidenced  by 
the  recent  failure  of  socialist  econo- 
mies, but  it  has  its  weakness,  too,  in 
the  conflict  and  tension  between 
workers  and  management. 

In  the  second  stage  management 
and  labor  share  a  common  destiny. 
This  way  you  remove  tension  in  the 
relationship. 

Tou  do  this  through  employee  stock 
ownership  ? 

In  part,  but  more  important  is  to 
respect  workers  as  equals.  Rather  than 
having  one  canteen  for  staff  and  an- 
other for  workers,  you  have  one  for 
everyone.  When  business  is  bad,  rath- 
er than  laying  off  workers,  manage- 
ment takes  pay  cuts,  perhaps  by  one- 
half.  Management  suffers,  not  the 
workers. 

This  is  the  second  stage  of  develop- 
ment, after  pure  capitalism.  The  third 
stage  is  a  corporation  that  goes  be- 
yond working  for  its  own  well-being 
alone  and  considers  the  well-being  of 
the  whole  community.  Many  Japa- 
nese corporations  are  committed  to 
the  good  of  the  nation.  Unfortunate- 
ly, this  creates  friction  with  other 
nations. 

Now  we  come  to  the  fourth  and  last 
category  of  corporation,  which  I 
think  is  an  ideal.  This  is  a  corporation 
that  works  for  coexistence  with  the 
whole  of  humankind,  is  borderless  in 


Canon's  Kaku 
Committed  to  an  ideal. 


thinking.  And  that  is  Canon's  com- 
mitment now  that  we  are  starting  on 
our  second  50  years. 

We  began  the  fourth  stage  three 
years  ago.  For  the  next  century  or 
two,  nation-states  and  perhaps  a  super 
sort  of  national  organization,  like  the 
European  Community,  will  be  the 
main  actors,  but  beyond  that  the 
world's  going  to  be  one  family.  Cor- 
porations must  be  in  the  vanguard  of 
this  new  concept. 

Of  course,  we  cannot  ignore  the 
existence  of  nations.  And  that's  my 
second  theme,  that  nations  must 
change.  Japan  must  change,  Japan 
must  become  an  ethical  state  serving 
the  interests  of  the  whole  world. 

I  take  my  inspiration  from  the  his- 
tory of  Japan.  There  were  two  major 
transformations  in  that  history.  One 
was  in  1600,  when  the  country  shifted 
from  the  age  of  warring  states  to 
Tokugawa.  During  Tokugawa  the 
whole  commitment  was  to  making 
one  family,  the  Tokugawa  family,  rich 
and  prosperous.  Pax  Tokugawa  lasted 
nearly  300  years.  In  the  Tokugawa 
period  30  million  Japanese  lived  in  a 
relatively  confined  space,  so  they  re- 
mained poor,  but  they  enjoyed  cul- 


tural enrichment.  Kabuki  became 
popular.  People  read  poems,  recited 
poetry;  performing  arts  and  painting 
blossomed,  and  even  the  ordinary 
people  enjoyed  tea  ceremony. 

So,  Japan  had  an  unprecedented 
two- centuries  of  peace.  Like  Japan  at 
the  time,  this  planet  of  ours  is  becom- 
ing relatively  smaller.  So  perhaps  the 
experience  of  the  Tokugawa  period 
could  serve  as  a  model  for  a  more 
peaceful  world. 

After  200-plus  years  of  [To- 
kugawa] one -family  rule,  of  course, 
there  were  a  great  deal  of  contradic- 
tions within  Japanese  society,  and  Ja- 
pan was  far  behind  the  West  in  indus- 
trialization. So  our  national  slogan 
was  "strong  army,  rich  country,"  to 
catch  up  and  overtake  the  West. 

The  Meiji  Restoration  built  a  sys- 
tem that  would  achieve  this  national 
objective,  but  as  things  progressed, 
the  slogan  "strong  army"  began  to 
predominate.  We  fought  the  U.S.  and 
completely  surrendered  in  1945.  Af- 
ter 1945,  we  dropped  part  of  the 
slogan,  "strong  army,"  but  we  left  the 
rest  as  "strong  industry." 

We  now  need  a  major  system 
change  under  a  new  national  objec- 
tive. Working  together  closely  with 
the  U.S.,  Japan  should  become  one  of 
the  leading  nations  to  work  toward 
building  wealth  for  all  people. 

As  I  see  it,  there  are  four  major 
imbalances  in  the  world  today.  One  is 
within  a  nation.  Within  Japan,  for 
example,  the  exorbitant  land  prices 
have  created  a  new  rich,  new  poor. 
That  has  to  be  resolved. 

The  second  imbalance  is  among  the 
industrialized  countries.  Trade  fric- 
tion is  one  example.  Between  Japan 
and  the  U.S.  or  with  the  European 
Community.  That  has  to  be  resolved. 

Thirdly,  there  is  imbalance  be- 
tween the  developing  countries  and 
the  developed.  We  have  to  extend  a 
helping  hand  to  solve  that  problem. 

The  fourth  is  the  imbalance  be 
tween  generations.  This  generation 
must  not  use  up  resources  which  will 
be  needed  by  future  generations. 

If  I  may  use  an  analog}',  we  have  a 
hundred-year-old  wooden  structure. 
We  fix  the  roof,  but  strong  winds 
blow  and  the  doors  get  shaky.  So  we 
fix  the  door.  We  fix  the  window. 

I  suggest:  Scrap  the  old  mk\  build  |  a 
new  international  system  ].  WM 
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In  1995;  Enlightened  Business  Executives 

WiUTravel  AtNearlyThe  Speed  Of  Sound 

But  Only  If  They  ChooseTb  ActTbday. 


In  just  a  few  years,  you  can  board  a 
business  jet  that  is  light  years  ahead  of 
any  other.  In  performance.  In  efficiency. 
And  in  overall  value. 

That  jet  is  the  all  new  Cessna 
Citation  X  ("Ten"). 

And  companies  with  the  foresight 
to  purchase  this  aircraft  today  will 
have  the  means  to  be  the  pacesetters 
of  the  future. 

Simply  stated,  the  Citation  X  is  the 
fastest  business  jet  you  can  buy. 

It  flies  at  speeds  of  up  to  Mach .  9  - 
just  one-tenth  of  a  point  from  the 
speed  of  sound.  In  more  conventional 
terms,  that's  nearly  600  mph.  An 
accomplishment  never  before  realized 
by  any  business  or  commercial  jet, 
except  the  supersonic  Concorde 

The  Citation  X  can  take  you  and 
your  associates  from  Los  Angeles  to 
New  York  in  just  four  hours,  or  New 


York  to  London  in  under  seven  hours. 

But  the  Citation  X's  achievements 
aren't  limited  to  its  remarkable  speed. 

Its  elegant  executive  cabin  is  the 
largest  ever  offered  in  a  Citation.  Nearly 
six  feet  of  stand-up  height  extends  from 
the  galley  to  the  spacious  aft  lavatory 
and  dressing  area 

And  for  all  its  speed  and  size,  the 
Citation  X  is  incredibly  efficient.  Capa- 
ble of  saving  you  more  than  $400,000 
in  annual  fuel  costs  alone  when  com- 
pared to  the  Gulfstream  II,  for  example* 

Yet  at  just  $11.85  million  fully 
equipped,  the  Citation  X  is  about  half 
the  cost  of  larger,  slower,  less  efficient 
alternatives.  The  price  includes  a  digital 
avionics  package  more  advanced  than 
on  the  flight  deck  of  most  airliners.  The 
only  item  not  covered  in  this  figure  is 
the  interior  -  so  you  may  furnish  your 
aircraft  to  suit  your  particular  tastes. 


The  development  of  the  Citation  X  is 
right  on  schedule  -  with  first  flight  slated 
for  1993,  and  first  deliveries  by  1995. 
To  learn  more,  call  1-800-4-CESSNA. 
Or  write  to  Senior  Vice  President 
Roy  H.  Norris  at  Citation  Marketing, 
Cessna  Aircraft  Company,  P.O.  Box 
7706,  Wichita,  KS  67277. 

'Based  on  a  total  of  287,500  miles  flown  by  bo1  ■  aircraft,  with  fuel  at  $2.50  per  gallon. 


Citation  X 
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a  General  Dynamics 
company 


Dynamic  results  in  1990:  Commerzbank  has  started  the  new 
decade  with  strong  growth  in  both  business  volume  and  earnings. 
Group  business  volume  surged  12.5%  to  DM  235  billion  and  our 
equity  base  was  boosted  by  DM  1  billion  to  DM  76  billion.  The 
Parent  Bank's  robust  performance  and  the  positive  outlook  for  the 
future  have  enabled  us  to  raise  our  dividend  from  DM  9  to  DM  10. 


Creating  value 


Eastern  Germany  a  top  priority:  The  continued  expansion  of  our 
east  German  network  will  remain  a  primary  focus  for  creating  value 
in  the  coming  years.  Commerzbank's  strategy  of  "going  our  own 
way"  by  independently  opening  new  branches  allows  us  to  establish 
our  corporate  identity  and  ensure  quality  right  from  the  start. 

Convinced  that  an  economically  sound  eastern  Germany  is  critical 
for  Europe.  Commerzbank,  together  with  fellow  members  of  the 
Europartners  Group  (Banco  di  Roma.  Banco  Hispano  Americano, 
and  Credit  Lyonnais).  launched  "The  European  Initiative  for  Eastern 
Germany"  in  1990.  a  programme  to  promote  investments  in  the  area. 


for  our  clients 


Commitment  to  internationalization:  Operating  in  more  than 
30  countries,  the  Commerzbank  Group  provides  wholesale  and 
investment  banking  services  on  a  global  scale.  In  addition  to  ex- 
panding our  capabilities  to  serve  the  Single  European  Market,  we 
are  also  extending  our  presence  in  Eastern  Europe  this  year  with 
new  offices  in  Budapest,  Prague  and  Warsaw. 

Commerzbank's  shares  are  quoted  on  more  international  stock 
exchanges  than  any  other  German  corporation.  In  1990.  we  were 
the  first  foreign  company  to  become  listed  on  the  Spanish  bourses, 
in  Madrid  and  Barcelona. 


and  shareholders 


As  the  new  decade  of  accelerating  change  unfolds,  creating  value 
will  continue  to  be  the  cornerstone  of  our  long-term  strategy.  Over 
the  years,  we  have  systematically  reinforced  our  financial  base.  Our 
strong  earnings  position  has  in  turn  opened  up  new  perspectives 
for  the  Bank's  future  that  will  both  strengthen  customer  service  and 
enhance  value  for  our  shareholders. 


mmmmmm      COMMERZBANK 

German  knowhow  in  global  finance 


Headquarters:  Frankfurt.  Commerzbank  in  the  USA:  Atlanta  Agency.  9  (404)  873-68  68.  #  (404)  873-99  75  Chicago  Branch,  W  (312)  977-04  00. 
#  (312)  726-9098  •  Los  Angeles  Branch.  9  (213)  623-32  23.  tt  (213)  623-0039  ■  New  York  Branch.  W  (212)  266-7200.  #  (212)  266-72  35 
Commerzbank  Capital  Markets  Corporation.  New  York.  ®  (212)  432  8200.  #  (212)  432-0451    Commerz  International  Capital  Management 

GmbH.  Inc.,  New  York.  <S'  (212)  266-7480.  #  (212)  266-74  81 
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MONEY  &  INVESTMENTS 


When  investing  for  retirement  don't  be  tempted  by 
seductively  high  yields.  Stick  with  high-quality  issues. 

Nest  egg 
nurturing 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


People  often  ask  me  how  to  invest 
wisely  for  retirement.  Here's  some 
prudent  planning  advice,  prompted 
by  the  question  of  a  40-ish  colleague 
who  just  came  into  an  unexpected 
$250,000  inheritance. 

Even  if  you  don't  have  that  kind  of 
money  to  invest,  it's  worth  reviewing 
some  basic  strategies  here.  The  point 
is  that  any  decent-size  nest  egg  can 
grow  spectacularly  over  a  25-year  pe- 
riod— if  you  don't  get  greedy  and  take 
unnecessary  risks. 

That  $250,000,  for  instance,  in- 
vested in  Treasury  issues  yielding  a  net 
5.5%  after  taxes  will  compound  into  a 
$970,580  nest  egg  in  25  years.  Tax- 
free  income  averaging  6.5%  a  year  will 
build  to  $1,237,209.  True,  inflation 
will  take  a  bite  from  the  nest  egg,  but 
unless  inflation  gets  out  of  hand  again 
those  yields  will  keep  you  a  jump 
ahead  of  it. 

Those  kinds  of  returns  are  reason- 
able to  expect  on  the  highest-quality 
debt.  Remember  that  while  Treasury 
issue  interest  is  subject  to  federal  in- 
come tax,  it  is  exempt  from  state  and 
local  levies  in  most  states. 

Note  my  emphasis  on  highest  qual- 
ity. The  yields  you'll  get  will  not 
match  some  of  the  more  spectacular 
rates  of  return  on  riskier  investments 


and  annuities.  But  safety  should  al- 
ways be  a  high  priority  for  people  who 
are  retired  and  no  longer  have  the 
ability  to  replace  losses  out  of  current 
earnings. 

Consider  putting  half  your  nest  egg 
in  federally  guaranteed  debt  issues 
and  half  in  in-state  tax-frees.  Each  has 
its  merits.  Treasury  bonds  are  general- 
ly noncallable.  A  small  number  of 
issues  may  be  redeemed  at  face  value 
starting  five  years  before  maturity, 
though  these  can  be  avoided  easily. 

Most  municipal  bonds  may  be 
called  after  a  brief  period  of  protec- 
tion, say  five  or  ten  years.  Stay  with 
obligations  or  revenue  bonds  that 
have  credit  rated  AA  or  AAA.  Then  go 
for  bonds  that  have  additional  back- 
ing of  a  municipal  bond  insurer. 

A  slightly  bolder  but  still  cautious 
approach  would  be  this:  Put 
$100,000  into  Treasury  debt, 
$-100,000  into  tax-frees  and  the  re- 
maining $50,000  into  minimal  risk 
equities. 

Assuming  you  opt  for  this  mix,  the 
next  step  is  to  look  at  Treasury  issue 
yield  according  to  maturity.  Should 
you  buy  short-term,  intermediate- 
term  or  long-term  securities?  Yields 
on  Treasury  debt  increase  sharply  as 
maturity  selection  is  extended. 

Three-month  T  bills,  for  example, 
have  a  coupon -equivalent  yield  of 
5.5%,  while  the  longest  30-year  bond 
carries  an  8.3%  annual  return.  The 
advantage  of  staying  short  is  that  the 
investment  has  good  liquidity.  Debt 
can  be  resold  with  little  risk  of  market 
loss.  While  Treasurys  carry  no  credit 
risk,  their  prices  rise  when  market 
rates  of  interest  decline  or  fall  if  yields 
rise.  Such  swings  can  be  overlooked 
when  the  issue  is  held  to  final  payoff  at 
face  value.  But  if  you  need  to  raise 
money  at  an  earlier  date,  you  may  face 


a  market  gain  or  loss,  Allan  Leslie, 
chief  economist  at  Discount  Corpora- 
tion of  New  York,  warns. 

Price  volatility  increases  substan- 
tially as  maturity  is  lengthened.  As  an 
example,  for  each  1%  change  in  mar- 
ket rates  of  yield,  the  price  of  a  7-year 
bond  trading  close  to  100  changes  5 
points.  On  the  30-year  bond,  the 
price  change  would  be  1 1  points. 

One  strategy  would  be  to  purchase 
about  $25,000  in  2-year  notes  cur- 
rently paying  6.6%.  Buy  another 
$25,000  in  7-year  notes.  Put  the  re- 
maining $50,000  in  20-year  bonds. 
Keep  rolling  over  the  2-year  and  7- 
year  issues  into  others  of  the  same 
maturity  as  each  matures. 

Avoid  Treasury  zero  coupon  issues 
for  this  kind  of  account:  Income  tax  is 
payable  on  annual  accretion  in  value, 
even  though  no  cash  is  received.  Ze- 
ros are  more  appropriate  for  tax-ad- 
vantaged accounts  such  as  iras, 
401(K)  plans  and  Keogh  plans  be- 
cause no  tax  is  due  until  funds  are 
withdrawn. 

For  guidance  in  the  investment  of 
$100,000  in  municipals  don't  look  to 
stock  pickers.  The  latter  will  tend  to 
choose  from  a  list  of  bonds  printed  by 
the  firm  without  a  real  feeling  for  what 
is  ordered.  Chances  are  that  selection 
will  be  determined  by  the  size  of  the 
commission,  rather  than  by  which 
security  is  most  appropriate. 

There  is  a  far  easier  and  safer  way: 
Put  your  muni  money  into  a  good  no- 
load  municipal  bond  mutual  fund. 
Yes,  the  yearly  management  fees  will 
take  a  small  bite  from  the  income,  but 
you'll  save  substantial  amounts  of 
commissions  and  will  get  the  kind  of 
diversification  that  no  $100,000 
portfolio  can  give  you. 

The  remaining  $50,000  can  be 
used  for  purchase  of  high-quality  eq- 
uity mutual  funds.  R-ly  on  Forbes' 
annual  (Sept.  3, 1990)  and  semiannual 
(Feb.  4,  1991)  mutual  fund  tables  to 
select  funds  that  charge  little  or  no 
load,  have  low  annual  operating  ex- 
penses and  an  outstanding  long-term 
growth  record. 

Does  all  this  sound  excessively  cau- 
tious? Maybe,  but  remember  this: 
Money  you  lose  on  risky  bonds  can 
easily  wipe  out  years  of  income.  And  if 
you  are  retired  you  probably  have  no 
way  to  replace  those  losses.  Sleeping 
well  is  the  best  revenge.  WM 
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There's  still  money  to  be  made  in  the  small-caps,  but 
before  you  jump  in  read  the  warning  label. 

Beware  of 


concepts 


BY  DAVID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


No  QUESTION  small -cap  stocks  arc 
shooting  out  the  lights.  Year  to-datc 
the  Russell  2000,  a  widely  followed 
small -cap  index,  is  up  36%  versus  20% 
for  the  S&P  500.  Have  the  small  caps 
shot  their  wad?  No.  Because  they  have 
been  undervalued  for  years,  small 
companies  should  continue  to  out- 
perform. Rut  be  careful. 

There  are  enormous  differences  in 
market  valuations  within  the  small  - 
stock  sector.  Some  groups,  like  the 
biotechs,  which  have  only  nominal 
earnings  or  losses,  trade  at  strato- 
spheric prices.  The  operative  word  for 
such  stocks  is  concept.  Virtually  all 
have  "miracle"  drugs  soon  to  be  ap- 
proved and  guaranteed  to  make  zil- 
lions. These  stocks  have  had  enor 
mous  moves  and  should  be  avoided 
by  all  but  the  hard  core  crapshooters. 

A  second  part  of  the  small  cap  mar 
ket  that  is  becoming  increasingly  fren 
zied  is  initial  public  offerings.  The 
new  issue  calendar  has  been  swelling 
rapidly  in  recent  months  accompany 
ing  the  brisk  advance  of  smaller  com 
panics.  The  collapse  of  previous  new 
issue  markets  makes  it  clear  that  unless 
you  are  the  one  in  a  thousand,  you  will 
lose  a  bundle  playing  this  game. 


Just  how  badly  new  issues  under- 
perform  was  demonstrated  in  a  recent 
academic  study  by  Professor  Jay  Rit- 
ter  of  the  University  of  Illinois.  Be- 
tween 1975  and  1984  Potter  analyzed 
1 ,526  new  issues  for  three-year  peri- 
ods after  the  initial  trading  day.  His 
study  found  the  average  return  was 
only  a  little  more  than  half  that  of  a 
benchmark  of  companies  similar  in 
size  and  in  industry,  trading  in  public 
markets.  The  study  excluded  penny 
stock  offerings,  stocks  not  traded  in 
major  markets,  as  well  as  several  other 
classifications  which,  if  included, 
would  probably  have  made  the  new- 
issue  comparisons  even  worse. 

The  Ritter  study  also  demonstrated 
that  the  large  majority  of  new  issues 
went  public  reasonably  close  to  the 
top  of  the  new-issue  market.  Over 
$12  billion  of  the  $21  billion  of  new 
issues — or  almost  60%  of  the  total — 
was  issued  in  1983,  the  year  new 
issues  peaked.  Only  $1 .3  billion  (6%) 
was  offered  in  the  first  five  years  of  the 
small -cap  advance,  the  period  when 
values  were  at  their  best . 

Not  surprisingly,  the  study  also 
showed  that  the  hottest  sectors  have 
the  worst  subsequent  market  perfor- 
mance. Oil  and  gas  issues,  a  super- 
heated area  from  the  mid-Seventies  to 
the  early  Kighrics,  returned  a  horrific 
43.9%  on  average,  versus  a  34.7% 
return  for  the  benchmark  of  estab- 
lished energy  companies.  New  issues 
of  computer  firms,  another  sizzling 
area,  had  only  a  19.2%  return,  versus 
47.8%  for  the  comparable  index. 

This  evidence  does  not  support  the 
contention  that  this  market  is  effi 
cient,  but  it  certainly  does  suggest 
that  the  stock  hucksters  are. 

Did  any  new  issue  sector  outper- 
form? Yes.  As  you  probably  guessed,  it 
was  the  ho  hum  areas  at  below  market 


p/es  that  nobody  much  wanted.  Fi- 
nancial companies,  for  example,  were 
up  more  than  double  the  index  of 
matching  firms  and  four  times  as 
much  as  the  average  new  issue. 

So  my  advice  is:  Avoid  the  red-hot 
concept  areas  and  avoid  most  new 
,  issues.  The  money  still  to  be  made  in 
small-capitalization  stocks  is  among 
those  still  selling  at  low  price/earn- 
ings ratios — the  seemingly  humdrum 
stuff.  Using  the  Compustat  database, 

I  found  that  small -cap  1ow-p/e  stocks 
significantly  outperformed  their 
high-P/E  brethren  (Forbes,  July  23, 
1990).  If  a  more  comprehensive  index 
could  be  constructed  that  included 
the  thousands  of  new  issues  in  the  last 
few  decades,  I  believe  the  statistics 
favoring  small -cap  low- P/E  stocks 
would  be  even  stronger. 

Why?  Because  1ow-p/e  companies 
are  normally  in  unexciting  but  profit- 
able industries  that  usually  have  the 
financial  strength  to  endure.  By  con- 
trast, concept  stocks  are  more  likely 
than  not  in  exciting  new  sectors  where 
growth  is  rapid  but  competition  is 
murderous  and  financing  is  flimsy. 
Innovation  or  technology  advances  at 
laserlike  speed,  wiping  out  the  tempo- 
rary advantage  each  of  thousands  of 
such  companies  might  have. 

The  odds  of  being  successful  in 
catching  the  next  Genentech  or  Apple 
( Computer  from  the  myriad  issues  out 
there  are  far  less  than  for  playing  a 
single  number  in  roulette.  Because  of 
the  greater  emphasis  placed  on  con- 
cepts in  small  stocks,  I  think  that  even 
more  than  for  large  companies,  value 
will  outperform  sizzle  significantly 
over  the  long  term. 

Here  arc  a  number  of  low- p/e  small 
companies  I  would  look  at  today. 

Equitable  Iowa  (27)  is  a  small,  rap- 
idly growing  life  insurer.  The  stock 
trades  at  a  p/e  of  8  and  yields  4.6%. 

First  of  America  Bank  Corp.  (27)  is 
a  well -capitalized  smaller  bank.  It 
trades  at  a  P/E  of  8  and  yields  4.3%. 

North  Fork  Bancorp  (7)  should  re 
port  earnings  near  $1 .90  per  share  in 
1 99 1 .  The  stock  trades  at  a  p/e  of  5  on 
this  year's  estimate  and  yields  5.7%. 

Quantum  Corp.  (12)  looks  cheap 
at  a  p/e  of  7. 

Conservatively  run  Universal 
Health  Realty  Income  Frust  (15)  is 
a  RETT.    The  company  has  a  P/J    <>f 

II  and  yields  9.6%.  "i 
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iHLAND  OIL,  INC.  N 

Ashland  to  sell  Cleveland  Tankers 
to  Patriot  Shipping 

Ashland,  Ky.,  May  7, 1991— Ashland  Oil,  Inc.  (NYSE:  ASH) 

ported  today  that  it  has  entered  into  an  agreement  to  sell 

e  assets  of  its  Cleveland  Tankers,  Inc.  subsidiary  to  Patriot 
lipping,  Inc.,  a  private  U.S.  shipping  company. 

Terms  of  the  transaction  were  not  disclosed.  The  agreement 

subject  to  approval  by  the  U  .S.  Maritime  Administration. 

Ashland's  sale  of  the  assets  of  Cleveland  tankers  is  part  of 

previously  announced  program  to  divest  properties  and 
jsinesses  valued  at  approximately  $100  million  during 
391.  Funds  from  the  disposition  program  will  be  used  to 
duce  debt. 

"Ashland  has  operated  Cleveland  Tankers  since  1948. 
owever,  since  the  company  closed  its  Buffalo  (New  York) 
ifinery  in  1982,  Cleveland  Tankers  has  had  to  focus  almost 
tclusively  on  providing  shipping  services  between  third- 
arty  customers,"  said  John  R.  Hall,  Ashland  chairman  and 
lief  executive  officer.  "While  it  has  been  a  profitable 
jeration,  Cleveland  Tankers  was  not  a  strategic  part  of 
shland's  core  refining  and  marketing  business." 
'Patriot  Shipping  will  acquire  two  double-hulled  petroleum 
hkers  and  a  barge  with  a  combined  capacity  of  170,000 
arrels.  With  these  assets,  Patriot  will  continue  Cleveland 
ankers'  50-year-old  business  of  transporting  heavy  fuel  oil, 
sphalt,  gasoline,  distillate,  petrochemicals,  commodity 
hemicals  and  fertilizers  throughout  the  Great  Lakes  and  the 

.  Lawrence  Seaway. 

The  transaction  does  not  include  the  tanker,  Jupiter,  which 
as  destroyed  in  a  fire  at  Bay  City,  Mich.,  in  September  1990. 
shland  previously  received  an  insurance  settlement  for  the 
ss  of  the  vessel. 

Once  the  transaction  is  completed,  Patriot  will  operate  the 
ssets  from  Cleveland,  Ohio,  using  the  Cleveland  Tankers 
ame  and  current  organization.  The  firm  is  expected  to  enter 

long-term  time  charter  for  the  two  tankers  with  Enerchem 
SA,  a  subsidiary  of  Enerchem  Transport  Inc.  The  barge  will 
ontinue  an  existing  charter  agreement. 

(Contact:  Roger  Schrum,  Media  Relations,  Ashland  Oil 
ic„  Ashland,  Ky.  41114.  Phone:  (606)  329-4061.) 


AVANNA  RESOURCES,  LTD.  ALB 

Company  Update 
ALGARY,  ALBERTA,  -May  31— Savanna  Resources  Ltd., 
Mberta  Stock  Exchange  Symbol:  SV),  reports  that  its  75%- 
wned  subsidiary,  American  Chromium  Limited,  is  negotiat- 
ig  the  terms  of  acquisition  of  a  mineral  property  in  Chile. 
loss,  Lawson  &  Co.  Limited,  of  Toronto,  Canada,  are  acting 
s  financial  consultants  and  exclusive  agents  in  connection 
/ith  the  proposed  acquisition.  Management  considers  this 
xpansion  into  Chile,  one  of  the  most  geologically  attractive 
reas  in  the  world  and  the  site  of  many  world  class  copper 
nd  gold  deposits,  to  be  a  logical  step  in  the  Company's  long 
srm  program  seeking  potentially  major  deposits. 

Savanna  also  owns  the  Turner-Albright  gold/zinc/copper/ 
obalt  property  located  in  southwestern  Oregon,  Cominco 
merican  Resources  Incorporated,  operator  of  the  project, 
as  scheduled  a  diamond  drilling  program,  expected  to 
ommence  shortly,  to  test  a  number  of  electro-magnetic 
onductors  in  the  vicinity  of  and  similar  to  the  conductor 
oincident  with  the  4  million  ton,  $400  million  gross  metal 


value  orebody  already  drilled.  After  earn-in,  Savanna  will 
retain  a  50%  working  interest  in  this  property. 

Cyprus  Metals  Exploration  Corporation,  operator  of  the 
joint  venture  of  Savanna's  Santa  Rosa  zinc/silver/copper/ 
gold  property  near  Lone  Pine,  California  is  currently  drilling 
the  second  round  of  diamond  drill  holes,  following  up  the 
initial  program  of  six  holes,  all  of  which  encountered  zinc 
mineralization.  The  new  program  will  test  a  major  coincident 
geophysical  and  geochemical  anomaly  with  a  maximum 
dimension  of  over  one  mile  and  also  in  the  vicinity  of  Hole  SR- 
6,  in  which  a  15  foot  intersection  graded  3.7%  zinc,  1.8% 
lead,  2.3%  copper,  0.35  ounces  gold  per  ton  and  35  ounces 
silver  per  ton.  Savanna  will  retain  a  25%  working  interest 
after  earn-in. 


Savanna  also  is  exploring  leases  in  the  Gilbert  and 
Hannapah  areas  near  Tonopah,  Nevada  where  widespread 
gold  mineralization  occurs  in  a  geologic  setting  similar  to 
that  associated  with  several  well  known  one  million  ounce 
Nevada  gold  deposits. 

COMPANY  DATA 

Shares  Outstanding:  34,747,601 

Estimated  Float:  20,000,000 

Recent  Price:  C$0.60 

1990/91  Trading  Price:  C$0.20-C$0.89 
(Contact:  John  M.  Alston,  President,  Savanna  Resources 
Ltd.,  540  Fifth  Avenue,  SW,  Suite  810,  Calgary,  Alberta, 
Canada  T2P  0M2,  Tel:  (403)  269-5369  or  Patrick  Heaney, 
(Tel:  (604)  732-0990.) 
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MONEY  &  INVESTMENTS 


The  deeper  we  go  into  the  information  age,  the  less 
valuable  news  becomes  and  the  more  valuable  sound 
analysis  becomes. 

Not  just  the  facts, 
ma'am 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


Whfn  INFORMATION  was  scarce,  it 
was  valuable.  In  the  18th  century 
some  smart  commodities  traders  in 
London  hired  runners  to  convey  news 
of  incoming  ships  from  the  coast  to 
I  ondon.  Since  a  big  arrival  of,  say, 
grain,  would  depress  the  market,  they 
profited  hugely  by  several  days'  ad- 
vance warning. 

As  Tolstoy  pointed  out  in  War  and 
Peace,  Napoleon  had  little  control 
over  the  Battle  of  Borodino  against 
the  Russians  because  of  lack  of  infor- 
mation on  battlefield  conditions.  By 
the  time  a  messenger  from  the  front 
got  to  his  headquarters  and  returned 
with  his  orders,  conditions  had 
changed  so  much  that  the  orders  had 
lost  their  value.  Carrier  pigeons 
brought  the  English  Rothschilds  early 
word  of  Napoleon's  defeat  at  Water- 
loo. They  used  that  information  to 
make  a  killing  on  British  government 
bonds,  which  had  collapsed  following 
the  news  of  Napoleon's  early  success- 
es after  his  return  from  Elba. 

Today,  however,  everyone  gets 
what  only  the  Rothschilds  had  in 
1815.  Advanced  telecommunica- 
tions, massive  data  collections  and 


global  news  networks  have  rendered 
information  cheap  and  available  near- 
ly anywhere.  Arriving  ships  and  their 
cargoes  are  known  well  in  advance 
through  radio  communications,  and 
the  size  of  the  crop  even  earlier.  Na- 
poleon lacked  radiotelephones  to  talk 
to  his  field  commanders,  but  General 
Schwarzkopf  had  them  and  more,  and 
knew  exactly  how  the  Gulf  war  was 
proceeding. 

Note,  however,  a  news  paradox. 
The  more  instantaneous  and  accessi- 
ble delivery  of  the  bare  facts  becomes, 
the  less  value  the  facts  themselves 
have.  This  is  true  especially  for  inves- 
tors, since  news — indeed,  the  antici- 
pation of  news — is  now  so  quickly 
reflected  in  market  prices.  If  monthly 
employment  numbers,  released  at 
8:30  a.m.,  are  unexpectedly  high,  the 
resulting  reduction  in  inflation  fears 
and  rise  in  Treasury  bond  prices  may 
be  all  over  by  8:31.  In  fact,  instant 
information  can  hurt.  Quick  dissemi- 
nation of  stock  prices  in  the  1987 
crash  reinforced  the  collapse  and 
drove  stocks  down  globally  as  panic 
set  in. 

Does  this  mean  that  an  investor  can 
do  nothing  to  get  the  edge  on  the 
market?  To  think  that  would  be  to 
misjudge  what  "news"  is  all  about. 
The  value  of  news  lies  only  partly  in 
the  facts — who  did  what,  where, 
when  and  to  whom.  At  least  as  impor- 
tant is  the  subsequent  analysis  and 
application  of  the  facts. 

As  the  world  has  moved  from  short- 
ages to  surpluses  of  data,  the  chal- 
lenge has  become  to  sort  out  and 
interpret  the  myriad  details,  some  rel- 
evant, most  not.  Eor  example,  the 
early  May  release  of  employment  data 
showed  a  0.2%  decline  in  the  nation 
wide  unemployment  rate,  to  6.6%.  At 
first  blush  the  data  seemed  to  suggest 


an  expanding  economy,  bad  for 
bonds.  But  an  analysis  of  weak  con- 
sumer spending,  company-by-com- 
pany layoffs,  inventory  cutbacks  and 
knowledge  that  unemployment  sta- 
tistics are  notoriously  subject  to  huge 
revisions  suggested  that  the  reported 
,  decline  was  a  fluke.  The  thoughtful 
bondholder  did  not  dump  his  or  her 
position  on  the  basis  of  that  release. 

Neither  did  the  savvy  observer  bet 
that  a  vigorous  economic  expansion 
was  at  hand  after  the  successful  end  of 
the  shooting  war  in  the  Gulf  in  late 
February.  Sure,  the  instantiy  reported 
news  pointed  that  way.  Consumer 
confidence,  which  collapsed  with  the 
Iraqi  invasion  last  August,  jumped, 
promising  a  quick  rebound  in  con- 
sumer spending  and  the  economy. 
The  Federal  Reserve  eased  signifi- 
candy  in  early  February,  and  in  past 
recessions  Fed  ease  has  foreshadowed 
a  revival  of  business  activity. 

The  astute  investor,  however,  not- 
ed that  the  recession  officially  started 
in  July,  before  the  invasion,  and  was 
spawned  by  the  excessive  debt  build- 
up of  the  last  two  decades  (see  my  May 
27  column),  much  of  which  ominous- 
ly remains.  That  intelligent  interpret- 
er of  data  was  also  aware  that  the 
rebound  in  consumer  confidence  was 
entirely  due  to  stock  owners'  reacting 
to  rising  prices  of  their  holdings,  and 
offered  little  suggestion  of  a  new  con- 
sumer spending  spree.  Further,  the 
careful  analyst  noted  that  as  a  result  of 
continuing  debt-related  financial  di- 
sasters, badly  burned  lenders  as  well  as 
cautious  creditworthy  borrowers 
were  not  converting  Fed  ease  into 
new  loans  and  economic  activity.  The 
analytical  investor  concluded  that  the 
consensus  conviction  of  a  quick  eco- 
nomic recovery  was  highly  suspect,  so 
he  had  little  concern  about  a  revival  of 
high  inflation,  and  expected  further 
easing  by  the  Fed. 

Unless  you  can  profit  from  insider 
information,  which  carries  with  it  the 
very  real  threat  of  jail  time,  it's  harder 
than  ever  to  profit  from  tacts  alone. 
There's  plenty  of  opportunity,  how 
ever,    for    astute    investors    to    sili 
through  mountains  of  data,  throwing 
out  the  useless  mm.\  misleading  mk\ 
applying  sound  judgment  to  the  rele 
vant  factors.  The  cheaper  pure  infer 
mation  gets,  the  more  interpretation 
will  matter.  H 
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The  folks  who  told  us  the  trade  deficit  couldn't  come 
downwithouta  balanced  budget  nowtell  us  the  economy 
can't  recover  without  easy  money.  Wrong  again. 

Hair-shirt 
economics 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


Remember  "twin  deficits"?  It  was 
supposed  to  be  impossible  to  lower 
the  trade  deficit  without  eliminating 
the  budget  deficit.  Mostly  the  media 
bought  the  idea  and  drummed  it  into 
our  heads.  But  the  "impossible"  hap- 
pened: The  federal  deficit  went  up  but 
the  trade  deficit  went  down. 

Now  the  folks  who  brought  you 
twin  deficits  have  switched  to  ped- 
dling other  trendy  bits  of  economic 
wisdom:  "global  capital  shortage," 
tax  "fairness"  and  "social  infrastruc- 
ture." Greed  is  gone  with  the  Reagan 
presidency,  these  people  tell  us,  and 
we  are  entering  a  healthier  "age  of 
diminished  expectations." 

The  apostles  of  this  hair-shirt  eco- 
nomics sternly  lecture  us  about  the 
"debt  binge"  of  the  powerful  1983- 
90  economic  expansion.  Their  solu- 
tion to  excessive  debt  is  more  credit. 
The  Fed  must  continually  push  inter- 
est rates  down  to  boost  economic 
growth.  This  supposedly  works  by 
encouraging  consumers  to  buy  more 
goodies  on  credit,  and  also  by  sinking 
the  dollar.  A  weak  dollar,  in  turn,  is 
supposed  to  shrink  the  trade  deficit — 
even  though  the  trade  deficit  has  been 
shrinking  with  a  stronger  dollar. 


The  hair-shirt  economists  are  no 
more  to  be  taken  seriously  now  than 
they  were  when  they  advised  us  to 
raise  taxes  in  order  to  shrink  the  trade 
deficit.  They  and  their  myriad  of  fol- 
lowers in  the  media  tell  us  that  con- 
sumers can't  spend  more  unless  there 
are  more  jobs,  and  there  can't  be 
more  jobs  unless  consumers  spend 
more.  That  leaves  the  supposedly  es- 
sential task  of  "stimulating  consumer 
demand"  with  the  Fed.  It  should 
push  down  interest  rates. 

Only  a  few  months  ago,  though, 
the  same  forecasters  gave  us  many 
reasons — all  of  them  embarrassingly 
wrong — why  interest  rates  could  not 
come  down.  That  was  because  of 
alleged  bond  market  paranoia  about 
inflation,  an  alleged  global  capital 
shortage,  and  the  alleged  unwilling- 
ness of  banks  to  lend. 

Happily,  we  don't  have  to  become 
mired  in  all  this  conventional  confu- 
sion sowed  by  the  experts.  Here  is 
why  they  are  as  wrong  today  as  they 
were  in  the  1980s: 

■  Demand-side  economists  habitual- 
ly focus  on  current  income  flows  and 
ignore  balance  sheets  (net  worth)  and 
expectations.  After  rising  by  one- 
third  from  1982  to  1989,  real  house- 
hold wealth  fell  about  6.5%  last  year. 
Naturally  enough,  depressed  prices 
for  stocks,  bonds  and  land  frightened 
people  into  not  spending.  But  con- 
ventional economists  who  ignore  bal- 
ance sheets  can't  understand  this. 

■  The  prevailing  confusion  about  ex- 
change rates  pays  too  much  attention 
to  current  trade  flows  and  short-term 
interest  rates,  and  not  enough  to 
shifting  investment  opportunities 
brought  about  by  changing  tax  and 
regulatory  climates. 

■  Production  of  consumer  goods  and 


services  does  indeed  account  for  two- 
thirds  of  the  level  of  gnp,  but  for  a 
much  smaller  percentage  of  the 
changes.  Construction,  inventories 
and  durables  account  for  most  of  the 
"cyclical"  ups  and  downs.  Even  mod- 
est improvements  in  the  depressed 
level  of  housing,  autos  and  inven- 
tories can  and  will  generate  deceptive- 
ly impressive  percentage  increases  in 
gnp,  for  a  while. 

■  Economic  growth  is  not  inherently 
inflationary.  Indeed,  it  helps  lower 
costs  by  raising  productivity  and  by 
running  plants  at  a  more  efficient 
scale.  Debasing  the  dollar,  on  the 
other  hand,  is  inflationary;  and  infla- 
tion doesn't  make  us  competitive. 

■  The  economics  profession  still  puts 
far  too  much  emphasis  on  short-term 
incentives  to  spend  (the  demand 
side),  and  not  enough  on  long-term 
incentives  to  create  new  products  and 
enterprises,  and  to  work  up  to  our  full 
potential  (the  supply  side).  Federal 
and  state  tax  collectors  tried  to  grab 
too  large  a  share  of  any  added  income 
or  sales  in  1990,  which  nearly  brought 
growth  of  the  labor  force,  and  of  new 
businesses,  to  a  halt. 

In  short,  you  can  safely  ignore  most 
of  the  dire  and  contradictory  predic- 
tions coming  from  economic  com- 
mentators. Here's  what  they  ignore: 

Real  wealth — the  value  of  stocks, 
bonds  and  other  assets — is  sure  to  rise 
at  least  8%  this  year,  which  should 
mean  we  don't  have  to  borrow  much. 

Newly  improved  prospects  for  freer 
trade  with  Mexico  and  GATT  help 
make  the  U.S.  and  Mexico  magnets 
for  world  capital.  So  discount  worries 
about  "a  world  capital  shortage" 
driving  up  interest  rates  here. 

Like  automakers  and  home  build- 
ers, federal  and  state  governments  are 
soon  going  to  have  to  discount  the 
price  of  their  dubiov.  s  services  in  order 
to  find  more  customers.  Taxpayers  are 
on  strike,  which  means  government 
can  no  longer  go  on  punishing  success 
with  higher  tax  rates  without  also 
stopping  the  growth  of  tax  receipts. 

The  next  time  some  economist  tells 
you  the  U.S.  economy  can't  recover 
without  a  cheap  greenback,  or  with- 
out a  debt- financed  consumer  buying 
spree,  just  ask  if  he  or  she  was  one  of 
those  who  used  to  warn  us  that  the 
trade  deficit  could  never  come  down 
without  a  balanced  budget.  UK 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
—which  I  believe 
martin  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  12/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  is  crucial.  EXTrA  BONUS 

Three-Month  Trial  $55. 
One  Year  $265.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


FINANCIAL  SERVICES 


Introductory  1  rial 

Value  Line 
Only  $65 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  ratings  and  reports  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $65.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee.    "Vusa/" 

Call  Toll-FreeV 
1-800-833-0046 

(Ext.  2686-Dept.  316A24) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


CAPITAL  AVAILABLE 


VENTURE  CAPITAL 

Equity,  debt,  joint  venture  for  Corporate 
start-up  or  expansion.  Real  Estate, 
Venture  funding.  No  Front  Fees.  Brokers 
protected.  Send  business  plan  to:  Jim 
Madden,  World  Venture  Partners,  Ltd.. 
8703  Yates  Drive,  #200.  Westminster, 
Colorado  80030.  (303)  428-1800  Fax 
(303)428-1924. 


SHARING 


IS  CARING 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists 

Ffcincorp 

New  York        Chicago      Los  Angeles 

I  i>  P»t«  Aa#nue  lOiOO  OotS">o*i  D'«s        6033  Mr  Century  t'*fl 

Me*  Tors.  N»  IOO'  >       Qir">p<i  '■•n>t  IL  *04fl<      toe  Angeles  C*  •OO* i 
<212)*a2MOO     (706,  4412900        [21  31  3M-0600 

1-800-877-1103 


I  R  \\(  HISF  YOUR 
BLSIM  SS $2,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


J> 


J  FRANCHISES 

1  ■ 


THAT 
J  SELL 
609-662-6446 


CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government.' 

Write  to: 

Free  Business  Catalog 

U.S.  Government  Printing  Offlo 

Office  of  Marketing— Stop  SM 

Washington.  DC  20401 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


BUSINESS  OPPORTUNITIES 


Network  Marketing  at  its  finest:        . 
"The  Safe  Way  To  Wealth."  J 

Our  group  provides  comprehensive  executive  I 
training  and  support  using  professional  in-  I 
house  materials.  We  get  predictable  results  of  | 
time  freedom  and  extraordinary  income  We  ■ 
are  looking  for  sincere  professionals,  seeking  _ 
a  viable  alternative  to  a  franchise  or  the  40  ■ 
year  employment  plan.  Financial  retirement  I 
possible  in  2-4  years  | 

Contact  Tony  Musso,  IMS  Inc.      I 
1-800-845-8901  ! 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Cad/Write  for  FREE  KIT: 

P.O.  Box  484-FB 
,  Wilmington,  DE  19699 

I    bki  800-321-CORP- 302-652-6532 


iUUKltV 

Sfeptry,. 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING1 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic 
Instantly'  Terrific  10  second  demonstration'  Fast 
$3  49  seller  pays  $2  90  profit'  Big  volume  Chain 
Store  item  Exclusive  territory 

FREE  SAMPLE  'Kr 

DOC      131IM-H      WASHINGTON  AVENUE 
nttO     ST  LOUIS.  MO  63103-1989  U  S  A 

Phone  or  write:  314-241-8464 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

for  Work  lilt  and  »udem«; 

fjpenence  No  Classroom 

Mendance  Required 

1  •  800-423-3244 

or  send  deUiied  resume 
loi  Free  Evaluation 

Pacific  Western  University 

MO  N    Saoulffldj  eivd     Dtpl    l«4   LOS  AngtIK   CA  90049 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES • 

Bu»>n«ss  A  Public  Administration 

Cnminfti  JuStiC*  Mgt    ThtolOfly  LAW 

Financial  aid  m^ci 

TOLL  FRII  24  hr».  (800)  738-0009 

LA  SALLE  UNIVERSITY 

Mandevilie  LA  70470  4000 


FORBES  MARKET/ 
CLASSIFIED 

Advertising  closing  date  is 
one  month  preceding  date  of 
issue. 

Frequency  discounts  avail- 
able. Payment  must  accom- 
pany order  unless  from 
accredited  agency. 

FOR  ADDITIONAL 

INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave..  NY..  NY  10011 

(212)  620-2440 


MARKET 


CORPORATE  ITEMS 


WINE  CELLARS 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 

pleasecall:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  F16,  119  N  11th  St.,  Greenpoint,  NY  11211 


WINE  CELLARS  by 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  ma'de  in  u  s  a 


FACTORY  DIRECT  TO  YOU  v,sadTscov7ramx 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

YOUR 
COST 

440 

Upright 

400 

S2495 

$1695 

700 

Upright 

600 

2995 

1995 

296 

Credenza 

280 

2695 

1795 

114 

Compact 

114 

1395 

995 

230 

Two  Doors 

230 

1795 

1195 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

2995 

Designers'  non  wood  model  60  bottle  glass  door  899 

659 

Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  Box  6 1 6 1 E)  ♦  Los  Angeles.  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


HEALTH  AND  FITNESS 


CORPORATE  ITEMS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


STOP  SWEAT 
6  WEEKS 

Drionic®  is  an  in- 
credibly more  effec- 
tive way  to  combat 
excess  sweat  — 
without  chemicals. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable  — 
safe  &  effective  say 
10  medical  books. 

Send  for  free  information. 

GENERAL  MEDICAL  CO.  Dept.  FOB- 45 
1935  Armacost  Avenue 
Los  Angeles,  CA  90025 


FEET 


OtMOOENHEDCO 


COMPUTERS 


mi  mRRYmnc  indu 


STRIESINC 


Our  15th  year  of  DISCOUNTS 

Tfcndy*1  Computers 

Radio  Shack ®  phones . . .  and  more 

Toll  Free  300-231-3680 
22511  Kary  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747    Fax  (713)  574-4567 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED"  LIQUIDITY ! ! ! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
1967!  Member.  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-JJ352 


FREE  sample! 

CiHtomked  LOGO  Watches 
write  or  call  for  detail 

•  Inexpensive,  low  mini- 
mum, high  quality 

•  Ideal  for  premiums, 
promotions,  corporate 
gifts,  resale,  etc. 

Send  us  your  color  logo  (from  letterhead, 
business  card,  etc.)  along  with  US$19  JO 
per  watch  (limit  of  3),  and  we  will  rush  a 
genuine  working  quartz  sample(s)  to  you. 

specify  men's  or  ladles1  size, 
color  brochure  upon  request 

INFINITY      WATCH 


O      R      A 


I       O       N 


2S30  CorporateTpiace.  Suite  110,  Dept  PI, 
Monterey  Park.  CA  91754 
Tel -21 3  •  266  •  0996   •   Fax  •  213  •  266  •  11 16 


BOATS 


THE  POKE  BOAT 

ITS  EVERYTHING  A  CANOE  ISNT. 


It  weighs  only  28 
pounds  For  less 
than  $800  you 

can  buy 
more  than 
a  canoe 


Call  toll-free 

1-800- 

354- 

0190. 


REAL  ESTATE 


FOR  SALE:  Guest  ranch  on  the 
Shoshone  River — near  Cody,  Wyoming. 

Busy  91  season  underway.  Estate  Sale. 

13,400  acre  ranch  on  Meeteetse  Creek— 

30  miles  south  of  Cody.  Very  private  with 

lots  of  hunting  &  fishing.  Complete  cattle 

or  sheep  operation.  $1,300,000.00 

WESTERN  REAL  ESTATE  PO.  Box  2228 

Cody,  Wyoming  82414  307/587-5584 

lack  Peterson Ed  Higbie 


T, 


€-k>s  er  aJL 


SC^LI'BVL'K^Ug'E'Ji 


An  exquisite  German  crafted  Ball  Point 

and  Fountain  pen  set,  featuring  a 

marbled  finish  in  Burgandy,  Grey, 

Brown,  Green  or  Blue.  With  23K  Gold 

layered  trim  and  nib,  you'll  be  sure 

to  be  giving  a  gift  that  will  be  long 

remembered,  satisfaction  fully  guaranteed. 

Send  checks  for 
$119.00  payable  to: 

Pens  et  al 

254-B  No.  Broadway  #205 

Salem.  New  Hampshire  03079 

(800) 622-7367 


RETIREMENT 
OPPORTUNITIES 


RETIRE  TO  NEW  HAMPSHIRE 

Enjoy  an  active  4-Season  Lifestyle. 
For  free  information  kit,  State  map 
and  Governor's  invite,  phone 
603-526-8368  or  write  Retiree  Infor- 
mation Centre,  0.1. D.  P.O.  Box  856, 
Concord,  N.H.  03302 


ai 


Your  Logo  in  Full  Colors 
Next  to  Proud  Old  Glory! 

100%  USA-made  Ambassador  Lapel  Flags" 

Jewelry  quality  •  Delivery:  14  bus.  days 

TME  Co.,  117  Park  Lane  Road 

New  Milford.  CT  06776 

(800)535-5255   •   Fax  (203)354-2786 


SAVE  UP  TO  60% 

Take  advantage  of  one  of  the  fastest  growing 
sports  in  the  world  and  begin  building  clubs  for 
business  and  pleasure. 

IT  Golfs  years  of  experience  and  knowledge 
provides  you  a  full  line  of  original  "pro-line" 
quality  components  and  finished  clubs,  while 
saving  you  up  to  60%  with  factory  direct 
wholesale  prices. 

Before  you  "invest "  in  a  new  set  of  clubs,  take 
a  look  at  IT  Golf  components  They'll  speak  for 
themselves.. .and  you! 


1-800-666-6033 

.'i!l.Ur,|   HlHIVllllh 

Sail  Lake  Cm.  uh 
1-801-9^5-0096 

MisieiCard  &  VISA  accepted 
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It's  slippery  at  the  top 

Morgan  Stanley  Capital  Interna- 
tional Perspectives  regularly  lists  the 
largest  companies  in  the  world,  mea- 
sured by  stock  market  value  in  dollars. 
As  of  Apr.  25  the  leader,  with  a  market 
capitalization  of  nearly  $110  billion, 
was  Japan's  telephone  company,  ntt. 
Thanks  in  part  to  the  strong  revalua- 
tion of  the  Japanese  yen  against  the 
dollar  after  September  1985,  five 
more  of  the  top  ten,  all  with  market 
caps  over  $50  billion,  were  Japanese 
banks:  Industrial  Bank  of  Japan,  Mi- 
tsubishi Bank,  Fuji  Bank,  Daiichi 
Kangyo  Bank  and  Sumitomo  Bank. 
Exxon,  Philip  Morris,  General  Elec- 
tric and  IBM  made  up  the  rest. 

Barton  Biggs,  Morgan  Stanley's  di- 
rector of  global  research  and  strategy, 
decided  to  look  at  how  the  list  has 
changed  over  the  years.  Twenty  years 
ago  the  top  ten  were  all  American: 
IBM,  AT&T,  General  Motors,  Exxon, 
Sears,  Eastman  Kodak,  General  Elec- 
tric, Texaco,  Xerox  and  itt. 

By  1981  Sears,  Kodak,  Xerox  and 
ITT  had  dropped  off.  And  today?  "De- 
spite 20  years  of  inflation,"  says  Biggs, 
"the  actual  [i.e.,  nominal]  stock 
prices  of  all  four  are  below  where  they 
were  two  decades  ago." 

By  1981  energy  prices  were  hitting 
peaks,  and  five  of  the  top  ten  were  oil 
companies:  Exxon,  Amoco,  Chevron, 
Royal  Dutch/Shell  and  British  Petro- 
leum. A  sixth,  Schlumberger,  was  in 
oilfield  services.  But  today  only  one 
oil  company,  Exxon,  makes  the  list. 

What  lessons  does  Biggs  draw  from 
this  changing  list?  "There  are  fads  in 
big  caps,"  he  observes.  On  that  basis, 
Biggs  is  wary  these  days  of  Japanese 
bank  stocks.  Case  in  point:  Industrial 
Bank  of  Japan,  with  a  market  cap  over 
$60  billion.  It  sells  for  7  times  book 
value  and  at  over  100  times  the  latest 
12-month  reported  earnings. 

Biggs  thinks  that  the  Japanese 
banks  could  be  vulnerable.  "Some- 
times," he  says,  "the  bigger  they 
come,  the  harder  they  fall." 

Still  at  it 

Morgan  Stanley  Capital  Interna- 
tional Perspectives'  list  of  the  ten 
biggest  stocks  in  each  of  the  world's 
three  biggest  stock  markets — the 
U.S.,  Japan  and  the  U.K. — contains 
only  one  conglomerate  named  after 


the  man  who  founded  and  still  runs  it. 
London's  $13.4  billion  (sales)  Han- 
son Pic.  is  in  everything  from  cook- 
ware  to  coal.  Market  capitalization: 
nearly  $19  billion  in  terms  of  Ameri- 
can Depositary  Receipts. 

Among  the  companies  Hanson 
bought  and  digested  between  J980c 
and  1990:  Kaiser  Cement,  Kidde, 
Consolidated  Gold  Fields,  Cavenham 
Industries  and  Peabody  Holdings. 
Since  1985,  sales  nearly  quadrupled 
and  profits  rose  almost  sevenfold,  to 
over  $1.8  billion. 

James  Lord  Hanson,  69,  is  still  in 
the  hunt.  Hanson  has  offered  $145 
million  for  $450  million  (sales)  Eljer 
Industries,  in  plumbing,  heating,  ven- 
tilation and  air-conditioning  prod- 
ucts. This  spring  it  bought  nearly  3% 
of  the  U.K's  $25  billion  (sales)  Impe- 
rial Chemical  Industries  Pic. 

Hanson  has  960  million  American 
Depositary  Receipts.  Recent  Big 
Board  price:  19%,  only  around  10 
times  estimated  1991  earnings  per 
adr  and  just  15%  above  the  stock's 
12-month  low.  It  seems  a  cheap  price 
to  pay  to  invest  in  the  continued 
success  of  James  Hanson,  arguably 
the  greatest  dealmaker  in  the  world. 

Indigestion  to  come? 

Buffets,  Inc.,  estimated  1991  sales 
of  $197  million,  operates  nearly  100 
buffet- style  restaurants  named  Old 
Country  Buffet.  The  Eden  Prairie, 
Minn. -based  chain  seems  a  smorgas- 
bord of  success.  Between  1988  and 
1990  profits  doubled,  to  $8  million. 
The  o-t-c  stock  has  more  than  dou- 
bled since  October,  recently  making 
an  alltime  high  of  29. 

But  you  know  what  they  say  about 
appearances.  Looking  deeper,  analyst 
Bryan  Elliott  of  Atlanta's  Robinson- 
Humphrey  has  detected  some  dis- 
turbing trends  at  Buffets. 

The  chain's  impressive  results,  he 
notes,  are  due  entirely  to  opening  new 
outlets.  Operating  profits  per  existing 
restaurant,  which  declined  between 
1988  and  1990,  are  worsening.  Also, 
food  costs  as  a  percentage  of  sales  rose 
in  the  most  recent  quarter.  This 
bucked  the  trend  at  most  of  the  res- 
taurant chains  Elliott  covers. 

The  bulls  estimate  Buffets  will  earn 
around  $1.10  a  share  this  year  and 
$1.45  in  1992.  Elliott  thinks  $1.01 


mat, 
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An  Old  Country  Buffet  restaurant 
Don't  dine  on  this  stock. 


and  $1.20  will  be  closer  to  the  mark. 
The  eight  leading  restaurant  chains  he 
tracks  sell  for  an  average  2 1  times  and 
18  times  projected  1991  and  1992 
earnings,  respectively.  Buffets  trades 
at  29  times  and  24  times  Elliott's 
estimates  for  1991  and  1992. 

Elliott  isn't  alone  in  his  bearishness. 
As  of  May,  short  interest  in  the  stock 
equaled  about  15%  of  the  9.7  million 
shares  outstanding.  Insiders  control 
over  20%,  so  there's  always  the  possi- 
bility of  a  short  squeeze  that  sends  the 
stock  sky-high.  But  on  fundamentals, 
Buffets  is  best  avoided. 


Fully  valued 


According  to  analyst  Donald  Patti- 
son  of  C.J.  Lawrence,  diversified  $2.6 
billion  (sales)  Olin  Corp.  could  earn 
over  $7  a  share  in  1993,  beating  its 

1989  record  of  $6.02.  Trouble  is,  the 
market  has  already  factored  much  of 
this  into  Olin's  stock. 

First,  the  good  news.  Restructuring 
has  become  a  way  of  life  at  Olin.  Last 
July  the  company  sold  its  interest  in  a 
sodium   chlorate   joint  venture.    In 

1 990  there  also  were  big  layoffs  in  its 
brass    and    ammunition    businesses.. 
Both  the  corporate  staff  and  the  staff 
in  charge  of  chemicals  operations  are 
being  cut  by  about  10%  apiece. 

In  the  first  quarter  of  1991  Olin 
took  $80  million,  or  $4.20  a  share,  of 
aftertax  writedowns.  It  has  thrown  in 
the  towel  in  industrial  and  detergent 
phosphates.  Olin  also  plans  to  shrink 
or  get  out  of  electronic  interconnect- 
ing materials — metal  packaging  sys- 
tems, tape  bonding  and  integrated 
circuit  assembly.  Ditto  its  electrical 
chemicals  business.  Pattison  expects 
further  plant  closings  and  divestitures 
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to  lead  to  even  more  layoffs. 

His  optimism  about  1993  notwith- 
standing, however,  Pattison  expects 
Olin  to  earn  just  $3.20  a  share  in  1991 
(excluding  writedowns)  and  $4.80  a 
share  in  1992.  Yet,  since  last  fall, 
investors  have  bid  up  the  19  million 
Big  Board  shares  by  around  75%,  to  a 
recent  price  near  50.  It  looks  like  the 
stock  has  gotten  ahead  of  itself. 

Pattison's  advice:  Sell. 


Deleveraging  play 

Houston's  Transco  Energy  Co. 
(1990  sales,  $3.1  billion)  operates  a 
big  natural  gas  pipeline  system.  It  also 
has  a  ton  of  debt.  According  to  oil  and 
gas  analyst  Alan  Gaines  of  New  York's 
Gaines,  Berland,  long-term  debt  of 
$1.4  billion,  short-term  debt  of  $400 
million  or  so,  and  two  issues  of  pre- 
ferred stock  equal  74%  of  capital. 

So  how  come  Gaines  is  recom- 
mending Transco?  The  company 
plans  to  sell  assets  to  cut  that  debt.  He 
estimates  the  coal  operations  will 
fetch  some  $225  million.  Transco 
also  owns  73%  of  Transco  Explora- 
tion Partners,  a  liquidating  oil  and  gas 
partnership.  When  the  proceeds  are 
distributed,  Gaines  thinks  Transco 
may  receive  as  much  as  $150  million. 
He  speculates  Transco  could  raise  as 
much  as  $600  million  more  by  selling 
its  gas  gathering  and  marketing  busi- 
ness and  its  methane  gas  reserves. 

If  Transco  raises  nearly  $1  billion 
over  the  next  18  months,  Gaines  esti- 
mates it  will  net  as  much  as  $900 
million.  He  says  the  elimination  of, 
say,  $90  million  of  debt  service  could 
add  $2  a  share  to  net  earnings. 

Gaines  says  Transco  will  earn 
around  $2  a  share  and  generate  about 
$10  a  share  of  cash  flow  in  1991. 
Recendy  35V4  on  the  nyse,  Transco 
trades  at  just  3.5  times  projected  cash 
flow.  (There  are  30.6  million  com- 
mon shares  outstanding.) 

One  caveat:  In  December  1989  the 
Federal  Energy  Regulatory  Commis- 
sion ordered  Transco  to  pay  more 
than  $100  million  in  refunds  to  cus- 
tomers in  connection  with  an  alleged 
violation  of  the  Natural  Gas  Policy 
Act  of  1978.  The  matter  is  pending. 
But  Gaines  notes  Transco  has  accrued 
an  unspecified  amount  of  reserves  to 
cover  this  potential  liability.  Liability 
or  no,  he's  a  buyer.  M 
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The  fact  that  millionaires  and 
movie  stars  have  vacationed  on  the 
late  Malcolm  Forbes'  famed  island 
retreat,  Laucala,  doesn't  mean  it's 
expensive. 

For  7  nights  and  8  days,  the  cost 
is  just  $2,400  per  person.  And  that 
includes  everything:  all  activities, 
meals,  drinks,  lodging  and  round- 
trip  flights  between  Fiji's  Nadi 
International  Airport  on  the  main 
island  and  Laucala. 

Why  do  the  rich  and  famous 
love  Laucala?  It's  the  privacy.  No 
more  than  ten  or  twelve  guests  are 
ever  on  our  island  at  the  same  time, 


and  each  vacationing  couple  or 
family  is  housed  in  their  own  seaside 
cottage. 

Stroll  pristine  beaches.  Swim, 
snorkel  or  scuba  in  azure  waters. 
Fish  for  the  big  ones  from  our  deep 
sea  boat  or  just  unwind  by  the  pool. 

Come  on  down  to  Forbes'  South 
Seas  tropical  paradise  for  the  relax- 
ing and  very  exclusive  vacation  of 
a  lifetime. 

For  information,  please  write: 
Errol  Ryland,  Manager 
Box  303,  Fort  Garland,  CO  81 133 
or  call:  719/379-3263 


Protect 
Our 
.    Natural 
Resources. 


Children  are  our  greatest 
resource.  The  Boys  &  Girls  Club 
provides  them  with  a  positive 
environment  in  which  to  learn 
and  grow.  Make  a  contribu- 
tion today,  so  they  can  make 
one  tomorrow. 


BOYS  &.  GIRLS  CLUB 


Forbes  Provides  The 
Answer  To 

WYSE 

Cerebral  Aerobics 
Program 


NQ5 


True,  Phinnias  Pritchard  made 

Ebenezer  Scrooge  seem  like  a  high 

roller.  In  making  his  rounds,  Phinnias 

collected  the  scrapings  from  49 

candles.  You  probably  figured  that 

out  yourself.  And  that  he  would  then 

have  enough  for  seven  nights'  light. 

But  did  you  keep  at  it  long  enough  to 

realize  he  would  also  accumulate  the 

scrapings  from  these  seven  candles 

to  make  an  eighth  candle? 


— ' 


FORBES  SPECIAL  SITUATION  SURVEY 

Advice  for  the 

Sophisticated  Investor 

in  Today's 

Rising  Stock  Market 


The  buying  fever  that  has  gripped  the  stock  market 
in  the  past  few  months  has  been  a  splendid 
opportunity  for  investors  of  every  stripe  to  make 
money  A  3,500  reading  on  the  Dow  is  back  in  view. 

As  the  rise  continues,  the  chances  are  it  will  be  more 
selective.  It  hasn't  taken  long  for  some  stocks  to  be 
overvalued.  Others  have  yet  to  realize  their  full 
potential.  In  this  second  phase,  the  race  will  go  to 
the  investor  who  has  an  eve  for  individual  stocks 

J 

powered  by  something  other  than  market 
momentum.  There  will  be  a  search  for  hidden 
values. 

Trouble  is,  it's  more  and  more  difficult  to  get  reliable 
information  on  stocks.  Wall  Street  insiders  are 
bemoaning  the  slimming  down  or  elimination  of 
research  staffs  at  brokerage  houses. 

As  a  result,  even  institutions  are  forced  to  focus 
on  short-term  factors  and  to  neglect  reasoned 
judgments  based  on  solid  research.  However,  a  few 
savvy  investors  have  found  an  answer. 

The  Forbes  Special  Situation  Survey  helps  the 
sophisticated  individual  investor  fill  the  research 
gap  and  uncover  stocks  with  the  greatest  profit 
potential  at  any  state  of  the  market. 

During  the  year,  we  recommend  twelve  stocks. 


We  prepare  a  thoroughly  researched  report,  usually 
about  12  to  14  pages  long,  detailing  everything  you 
would  want  to  know  about  the  company  before 
buying  it.  We  level  with  you  about  why  we  think 
the  current  price  is  low  and  why  a  40%  or  better 
gain  is  in  the  cards. 

< 
Virtually  all  of  our  companies  are  listed  on  the  New 

York  Stock  Exchange.  We  tend  to  favor  strong 

companies  in  distressed  industries.  Many  have  been 

through  the  wringer  and  are  better  for  it.  All  have 

strong  underlying  asset  value  and  solid  balance 

sheets. 

As  with  all  investing,  there  are  risks.  The  situation 
may  not  work  out.  However,  we  believe  the  upside 
potential  of  each  stock  is  far  greater  than  the 
downside  risk.  (Needless  to  say,  the  kind  of  stocks 
we  choose  also  tend  to  do  well  in  down  markets. 
We  are  not  market  timers.  Value  is  value.  If  the 
market  doesn't  agree  with  us  now,  we  can  wait  until 
it  does.  Our  subscribers  are  investors,  not  traders.) 

Whenever  we  make  a  recommendation,  we  keep 
you  posted  with  frequent  follow-up  reports-giving 
you  an  update  on  whether  events  are  working  out 
as  planned.  We  also  tell  you  when  to  take  your 
profits  and  sell.  It's  a  comprehensive,  self-sufficient 
investment  advisory  service  that  might  be  right  for 
you. 

A  Trial  Offer 

You  are  invited  to  receive  five  recommendations 
from  Forbes  Special  Situation  Survey  as  a  trial  for 
$245.  A  1/2  point  gain  on  a  500-share  lot  from  any 
recommendation  could  cover  the  cost.  This  includes 
any  reviews  or  close-outs  on  these  stocks  issued 
during  the  period  of  the  subscription.  And  you  get 
a  money-back  guarantee  on  the  unused  balance  of 
the  subscription  if  you  should  decide  to  cancel  at 
any  time.  To  order,  fill  out  and  return  the  coupon. 
The  subscription  will  begin  with  the  next 
recommendation  to  be  released. 


Forbes  Special  Situation  Survey 

60  Fifth  Avenue,  New  York,  NY  10011 

Yes,  enroll  me  as  a  trial  subscriber  to  Forbes 
Special  Situation  Survey.  Send  me  the  next  5 
recommendations  covering  specific  stocks  on 
the  understanding  that  I  may  cancel  at  any 
time  and  receive  a  refund  on  any  unused 
balance  of  my  subscription. 

NYC  orders,  add  8  ty  4%.  Other  NYS ,  Ca,  lit, 
add  tax  as  required  by  law. 


□  Check  for  $245  enclosed  Charge  my  credit  card:  (J  American  Express   U  Mastercard    L)  Visa 
No. Exp.  Date 


Name 


(plate  print) 


Address 


City 


State 


Zip 


i  m  faster  service  call  L-800-356-3704  ext.  l()S 


FLASHBACKS 


EDITED  DY  DEDO  A.  SAUNDERS 


"The  more  things  change. . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  June  25, 1921 ) 
"Why  are  the  Allies  insisting  that 
Germany  pay  so  large  a  part  of  her 
indemnity  obligations  in  American 
dollars?  This  question  is  wrapped  with 
official  secrecy.  Bankers  in  every 
country  are  puzzled.  They  point  out 
that  the  demoralization  caused  in  for- 
eign exchange  by  the  first  German 
payment  became  alarming,  and  they 
predict  all  sorts  of  disaster  if  impend- 
ing German  payments  have  to  be 
made  largely  in  dollars." 

"The  havoc  wrought  by  the  pro- 
tracted coal  strike  in  Britain  is  beyond 
the  grasp  of  American  businessmen. 
Not  only  has  British  domestic  busi- 
ness been  frightfully  injured,  but  Brit- 
ain's elaborate  campaign  for  building 
up  foreign  markets  has  received  a  very 
grave  setback.  .  .  .  Exports  decreased 
.  .  .  $450  million  as  compared  with 
May  of  last  year." 


years  ago 


60 

(From  the  issue  of  July  1, 1931) 
"It  is  now  seven  months  since  the 
Kellogg  Co.,  makers  of  corn  flakes, 
bran,  caffeineless  coffee  and  other 
items  for  American  and  foreign  family 
tables,  introduced  the  6 -hour  day  in 
their  Battle  Creek,  Mich,  manufactur- 
ing plant.  The  Kellogg  6-hour  day  has 
appealed  to  public  imagination.  In 
these  days  when  even  the  8 -hour 
working  day  is  not  yet  universally 
accepted  and  the  memory  of  the  12- 
hour  day  is  still  fresh  in  the  minds  of 
thousands,  the  Kellogg  move  has  the 
appearance  of  a  long  step  forward." 


"Acting  presumably  on  serious  ad- 
vice from  abroad  .  .  .  President  Hoo- 
ver pledged  the  U.S.  to  a  one-year 
moratorium ,  starting  July  1 , 1 9  3 1 ,  on 
all  payments  of  intergovernmental 
debts  including  principal  and  interest, 
provided  the  other  world  powers  will 
agree  to  the  general  plan." 

50  years  ago 

(From  the  issue  of  July  1 ,  1941 ) 
"The  outlook  for  business  is  un- 
changed by  the  Russo- German  bat- 
tlefront;  it  heightens  chances,  but 
probably  postpones,  U.S.  shooting  in 
a  final  showdown  fight  with  Hitler. 
The  outlook  for  the  democracies  is 
brightened;  they  get  more  of  their 
scarcest  commodity — time." 

"Newest  step  in  the  military  market 
is  a  $1  foot  comfort  kit,  offered  by 
Scholl  Manufacturing  Co.  Contain- 
ing soothers  and  protectors  for  corns, 
callouses,  bunions,  the  kit  is  designed 
to  make  a  hit  with  men  on  the  march . ' ' 

"A  few  years  ago  'vitamins'  were  a 
fad  followed  by  housewives  [and]  diet 
fans.  Today,  sales  of  vitamins  (in  all 
forms)  total  $100  million  a  year — a 
big  business." 


Forbes  did  a  similar  study  21  months 
ago,  there  were  only  about  150  such 
stocks  on  the  Big  Board." 

"The  interesting  thing  about  [Ger- 
ald] Tsai  is  that  he  didn't  really  chase 
fame;  it  chased  him.  In  February  1965 
an  article  in  Business  Week  lifted  him 
from  obscurity  by  lavishly  singing  his 
praises  in  a  three-page  article.  He  was 
then  manager  at  Boston's  Fidelity 
Capital  Fund.  The  article  made  Gerry 
Tsai.  (The  author  of  the  article,  Irwin 
Lainoff,  is  now  a  vice  president  of 
Tsai's  mutual  fund.)" 


10 


years  ago 


(From  the  issue  of  June  22, 1981) 


years  ago 


25 

(  From  the  issue  of  July  1, 1966) 
"Not  so  long  ago  Wall  Street's 
young- timers  used  to  laugh  at  the 
oki- timers  when  the  latter  would  say 
that  ten  times  earnings  is  a  reasonable 
price/earnings  ratio  for  most 
stocks.  .  .  .  Last  month  over  300  New 
York  Stock  Exchange  stocks,  some  of 
them  very  blue-chip,  were  selling  near 
ten   times   earnings   or   less.   When 


Employees  leaving  Kellogg  Co.  plant  after  a  6-hour  workday. 


New  York  State  Lottery's  John  Quinn. 


"  'The  lottery  is  not  an  investment,' 
says  John  Quinn.  'It's  a  form  of  rec- 
reation.' If  so,  Quinn's  New  York 
State  Lottery  is  a  recreational  mini- 
industry  in  itself:  It  has  grossed  more 
than  $1  billion  in  the  last  five  years. 
Last  year,  after  three  years  of  sagging 
sales,  revenues  jumpec  26%,  to  a  rec- 
ord $233  million.  Earnings,  that 
money  going  to  state  education  .  .  . 
topped  $102  million,  also  a  record." 

"By  Christmas  people  will  be  won- 
dering whether  a  20%  prime  rate 
wasn't  just  a  bad  dream.  It  won't  be 
paradise;  there  will  be  new  things  to 
worry  about.  But  the  economy  will 
begin  functioning  normally  again. 
When?  We  hold  to  our  predictions  of 
8%  inflation  by  year-end  and  long- 
term  interest  rates  of  10%."  WM 
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THOUGHTS  OH  THE  BUSINESS  OF  LIFE 


Are  your  desires  purely 
selfish?  Do  your  tastes  run 
to    a  grand   home,    auto- 
mobiles, fine  clothes,  an 
abundance  of  amusements, 
and  so  forth?  If  so,    look 
around  you  at  people  who 
have  such  things  in  super- 
abundance. Are  they 
any  happier,  do  you  think, 
than  you  are?  Are  they  any 
better  morally?  Are  they  any 
stronger  physically?  Are 
they  better  liked  by  their 
friends  than  you  are  by 
your  friends? .  .  .  Car- 
negie said,  "Millionaires 
rarely  smile. "  This  is 
substantially  true. 
-B.C.  Forbes 


A  Text... 

Sow  to  yourselves  in 
righteousness,  reap  in 
mercy;  break  up  your 
fallow  ground;  for  it  is 
time  to  seek  the  Lord, 
till  he  come  and  rain 
righteousness  upon  you. 
-Hosea  10:12 


Sent  in  by  Scott  C.  Pugsley,  Salt 
Lake  City,  Utah.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


The  most  important  difference 
between  business  and  academia 
is  this:  In  business  everything 
is  dog  eat  dog.  In  academia 
it's  just  the  reverse. 
-E.  John  Rosenwald  Jr. 

Poetrv  is  the  renewal  of  words, 
setting  them  free,  and  that's 
what  a  poet  is  doing:  loosening 
the  words. 
-Robert  Frost 

Man  is  a  thinking  animal,  a 
talking  animal,  a  toolmaking 
animal,  a  building  animal, 
a  political  animal,  a  fantasizing 
animal.  But  in  the  twilight  of 
a  civilization  he  is  chiefly  a 
taxpaying  animal. 
-Hugh  Mac  Lennan 


Some  luck  lies  in  not  getting 
what  you  thought  you  wanted 
but  getting  what  you  have, 
which  once  you  have  it  you 
may  be  smart  enough  to  see 
is  what  you  would  have 
wanted  had  you  known. 
-Garrison  Keillor 

Promise,  large  promise,  is 
the  soul  of  an  advertisement. 
-Samuel  Johnson 

Properly  speaking,  there  is 
no  such  thing  as  education. 
Education  is  simply  the  soul 
of  a  society  as  it  passes  from 
one  generation  to  another. 
Whatever  the  soul  is  like,  it 
will  have  to  be  passed  on 
somehow,  consciously  or 
unconsciously;  and  that 
transition  may  be  called 
education. 
-G.K.  Chesterton 

If  you  pick  up  a  starving 
dog  and  make  him  prosperous, 
he  will  not  bite  you.  This 
is  the  principal  difference 
between  a  dog  and  a  man. 
-Mark  Twain 
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You  can't  use  tact  with  a 
Congressman.  A  Congressman  is 
a  hog.  You  must  take  a  stick 
and  hit  him  on  the  snout. 
-Henry  Adams 

There  is  no  subtler,  no  surer 
means  of  overturning  the 
existing  basis  of  society 
than  to  debauch  the  currency. 
The  process  engages  all  the 
hidden  forces  of  economic  law 
on  the  side  of  destruction, 
and  does  it  in  a  manner  which 
not  one  man  in  a  million  is 
able  to  diagnose.  .  .  . 
-John  Maynard  Keynes 

When  you  consider  what  a 
chance  women  have  to  poison 
their  husbands,  it's  a  wonder 
there  isn't  more  of  it  done. 
-Kin  Hubbard 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to-.  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 
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As  a  member  of  an  escorted  tour, 
you  don't  even  have  to  know 
the  Matterhorn  isn't  a  tuba. 
-Temple  Fielding 

It  is  easier  to  write  a 
mediocre  poem  than  to 
understand  a  good  one. 
-Montaigne 

It  is  much  easier  to  be 
critical  than  to  be  correct. 

-BhNJAMIN  DlSRAEI.I 

In  America  an  hour  is  40  minutes. 
-German  SAYiNt; 

( )w  ing  money  has  never 
concerned  me  so  long  as  I 
know  where  it  could  be  repaid. 
-Colonel  Henry  Grown 

Marriage  is  a  book  of  which 
the  first  chapter  is  written 
in  poetry  and  the  remaining 
chapters  in  prose. 
-Beverj  I  Y  NlCHOl  s 

Bachelors  know  more  about 
women  than  married  men    Il'the\ 
didn't,  they'd  be  married  too. 

-H.L.  Ml  N(  M  N 
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